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1. Executive Summary
Purpose

The main purpose of the present study is, whilerlgag the current situation in this sector in thECE countries,
to propose a set of generic indicators of openimeti® international road freight transport sector.

Basics

The term “opening” or “openness” of a certain eqoimsector refers better than the often mistreatgaression of
“liberalisation” to improving operational conditisrof the road freight transport sector’s econorsitvly or freeing it
from unnecessary limitations.

Opening markets carries advantages at macroecoreweicwith beneficial impact at micro, i.e. compdavel and the
labour market not to speak about consumers’ bertiiinks to healthy competition.

Closed or non-transparent borders, tough and ufifaktinternational licensing regimes, rigid intational permit
requirements, limited quotas, non-application & MFN principle are all hurdles for internationaufiers, just to
mention a few aspects definitely with negativeuefice on international economic ties.

Latest Market Developments

International road freight transport inpyivehicle purchase) armlitput(tonnes carried or tonne-km performed) follow
closely the demand cycle of the economy (GDP) imegal and trade (export) in particular.

Dropping demand has recently caused a dramaticamdinn of haulage (million tonnes) and especi#ligt of the
registration of new trucks. The bottom so far hasrbreached in 2009 Q3 followed by a “positive isédigpn” ever
since topped with a similar forecast trend.

Fragmentation, Concentration

Out of the more than one million transport compameEU27, hauliers indeed represent 60%, i.e. @Denterprises
(1. None of the other transport modes can be coetpto the fragmentation level of the road freighhsport sectors.
The only comparable activity is “warehousing angmart activities” practiced by 116’000 enterprig@&U27 in 2008.

The predominance of small entitiés haulage is due to the abolishment of quantigatequirements for access to the
profession in the majority of UNECE member courst@ad the partial though still limited opening loé tinternational
markets (in the extra-EU regions), the high “divikiy” factor typical for the profession and theramonly accepted
absence of economies of scale in road freight prams

Available information for a certain number of cates show however thatteend of concentration can be obseniad
road freight transport over the last 5-years pemoth respect to the distribution of companies hg humber of
vehicles and employees.
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Market Opening

In addition, aslow market integration process the whole UNECE area has been going on forldketwo decades
featuring a morepen road freight transport sector and a graduallyening railway sectoin most of the countries
concerned. This opening process is not withoutreditttions and even reverse developments.

An EU-established operator is free to carry out amgrnational operation within the EU. This idesthte of market
access conditions can be called thély open conditiors

Roughly over the last fifteen years, qualitativerked access criteria have started to be appliedilateral road
transport agreements without really abolishing @dfteningprevious quantitative limitationdJnder the aegis of a
number of bilateral agreements contracting pah#se gradually acceptephality conditiongor any further increase of
restricted quotas of permits.

According to expectations, there will be a growprgssure to introduce more and more a multilasvaiponent into
the regulatory scheme in order to achieve the sacgdacilitation of international haulage everywhe the UNECE
region.

Business Structures

As to the business organisation and structure ef rifarket, in an “ideal” situation, inter-companyat®ns are
formalised bycontracts directly established between the interested parteften however, direct contracts are
substituted by a series sécondary or intermediary sub-contracts

The haulage and logistics sector does not exigtdlation and it is continuously exposed to theemxal world. Its
partner industries have an enormmffience on the level of openness and structurahgesn this sector.

The degree obpenness of a country’s haulage sector depends mergh on the implementation of multilateral
transport and related conventians

International Road Haulage Openness Measuremenbogo

Indicators of the International Road Haulage Opsandeasurement Toolbox should be relatively sinapié robust in
the hope of receiving an acceptable rate of replige toolbox may be applied also for self-survgyin case one
would like compare international haulage’s condiian a given country to results of the same suoanducted earlier
for the same country, or for another country ovalues of an international benchmark yet to bendefi

For the purpose of an experimental benchmarkingherndegree of openness of conditions of internatibaulage, a
detailed draft Questionnairdias equally been proposed with weights of possifiestions suggested by a small
informal expert group.
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2. Background

In recent years, there appears to have been mdlatittle interest or evident action to opening inpernational freight
markets in the UNECE region except for EU-interteinational traffic carried out by operators estitdd within EU
member states.

In contrast, the road freight market has arguablyome more inward looking and even protectioniber€ has been a
general tendency to take protective measures tendefiational as against foreign operators from otgpaf accrued

market competition, or in certain cases, illegdhdéttes on the market. The unquestionable expegewith a certain

degree of abuses of freedoms, despite difficuberlentifying and, even more, measuring them hawed to be a

strong but false argument on the hands of proteistis.

The decade-long deadlock around and growing réisinie of the ECMT/ITF multilateral quota or the figning
conditions of bilateral road transport agreement®ven the reinforced criteria of cabotage reguiaton an otherwise
restriction-free EU-intern road transport market emportant examples of protectionist developments.

No doubt that growing competition on the market baigain negative consequences, for example fokehéosers and
eventually their dismissed labour force. Openingke& however carries advantages at macroeconawé With

beneficial impact on company level and the laboarkat not to speak about consumers’ benefits. Memeomic
advantages should equally make it possible to tedee of unemployed labour force under the statesiab
responsibilities.

The true reasons for protectionism are many and they aneptax, including the recent financial crisis whibhs

tended to fuel protectionist sentiments. Howevérleast in theory, both the industry and policy erakappear to
continue to aim at the long term goal of a sustamafacilitated and open international freight kerwhich provides
high quality services for accessible prices todradd economy as such.

Efficient and facilitated road transport is indegbd only way of supporting international commereathange as well
as economic cooperation and, in turn, free-flowimgrnational trade is often believed to contribitgyreater transport
efficiency. As a result, facilitated internatiortehde and transport represent a means to higheosto growth and
greater prosperity in the UNECE region.

Road freight transport facilitation via deregulatioas long been applied in a great number of cmsstarting in the
US in the 60s and 70s in the 20th century andstdraved to be a powerful tool to increase theiyuaf services with

a simultaneously shrinking transport costs andyfrerates. Therefore it seems to be important sessthe level of
freight market facilitation and openness and toetigy suitable indicators for their measurement antelrnational

comparison.

The main purpose of the present study is, whilergsg the current situation in this sector in thECE countries
(including, as much as data allow, non-EU coun)riés propose a set of generic indicators of opssria the
international road freight transport sector.

The method of preparing this analysis has beenmmé&ted in the Terms of Reference as “desk reseaiidhi¥ mandate
has been followed and information available onwloeldwide web between the 15 July and 20 Augustl2fds been
collected and widely used for Chapters 3 to 8 &f pinesent paper. In Chapter 9, a set of genericatats called
International Road Haulage Openness Measuremetib@ofRH OMT) has been proposed.

3.  General considerations of “opening” the road freigh sector

In general economic as well as road transportedlbterature the term of liberalisation or deregjan is often used to
describe the process fafcilitating or improvingconditions of operations for economic entitiesoad transport, in our
case hauliers.

In present economic circumstances, i.e. the sea@ve of the world financial crisis, it is the autisantention to avoid
using the term liberalisation due to its often riegaconnotations related to the limitless and déating behaviour of a
great number of actors in certain economic sedikesbanking, financial engineering, real estatsibess, and so on.
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States and international institutions not havingossly considered the need for creating a solidflexible regulatory
framework for all domestic and / or internationabeomic activities, in particular such sectors hgresatly contributed
to today’'s economic crisis.

In our view, the term dpening or “opennessof a certain economic sector refers better torimajmg operational
conditions of such a sector's economic activityreeing it from unnecessary limitations. Therefomderever possible
it is recommended to use these terms which seernoma burdened with negative undertones.

Transport, in particular international road freigignsport, has always been regulated for justifessons such as the
need for safety, security, technical harmonisatfain,competition and sustainability, just to nathe most outstanding
considerations. However, a great part of regulationforce or planned originate from the hiddenirdeso limit
competition on the market place. Behind such camsaitbns, one may find intra-, intermodal or naglgprotectionism,
state bureaucracy, unjustified fear of negative seqmnences of overheated competition, unreasonadarity
considerations, etc. Thus, elements of over-reguidtave appeared in the transport sector.

Opening up the road freight sector, i.e. doing awdth over-regulation, is generally considered apasitive
phenomenon. Here-below, we briefly introduce sooheaatages and certain undoubted disadvantageg @irtitess of
opening in general and with respect to internatiawtvities in particular.

Regardinggeneral contemplationf®r the whole road freight transport sector, iaidefinitive advantage that facilitated
entry into the profession and easier access to etmikad to healthier competition which in turnutesin higher
efficiency, better quality and lower pricéSvmolpidis states that road freight transport is an ideahirrfor opening
up due to the high “divisibility” of the sectordi.a complete production unit is “just” a truckemment by the author
and the high “consumability” of the services praddi.e. the client has easy access to the hasibervices €comment
by the author.

Easing rigid regulations mainly of quantitative ti@@ however should not be conducted without regifg the
qualitative framework conditions, e.g. regardinfesa security, sustainability and social considierss. According to
Sims2, deregulation (he refers particularly tandtquotas and internal borders) in the US and pitwas closely been
accompanied by reinforced safety and environmeatallations. We can agree with Sims that “the unifoegulatory
and competitive environment ... has led to highlyice#ht management and sufficient profit to investimproved
equipment”. This is how a self-reinforcing healttigvelopment cycle can be triggered-off by meana obntrolled
implementation of facilitation tools.

A right balance between facilitated and rigid entrgccess conditions is to be established because &w entry
threshold would result in the market being “flootiéBvmolpidis) by new entrants that may lead tolokieg quality
and cut-throat price competition certainly to thsadvantage of the shipper. This situation is ubtkdiy not better
than the other extreme, i.e. insurmountable ergguirements leading to “laziness”, inefficiency gaksibly cartel-
type self-organization of comfortably establishaldeady duly licensed operators yet again with tiegaonsequences
for the customers. According to a World Bank “naper”3, “deregulation may well meet with strongistce from
those operators who have been able to exploitdiiardages to them of the existing regulatory rejime

As Evmolpidis states, “excessive liberalization”ynfaave a destructive effect also on other transpardes. (Though
according to Rothengatter4, deregulation in therbi&l and railtransport sectors resulted in the railways imprgvin
their market position in contrast to European depelents.)

! vassili Evmolpidis: Impacts of Liberalization and Managing Excessive Liberalization, presentation, Istanbul, 12-16 December 2005
http://docs.google.com/viewer?a=v&q=cache:yDol61RxDK4J:euromedtransport.org/Fr/image.php%3Fid%3D1237+market+conditions+steps+for+li
beralisation&hl=fr&pid=bl&srcid=ADGEESgSH5zaXA7E0-VOn__0t4al4BjAXQtieLnLZyRrTH3A3ymR_GNVPQOkH8q897i_VK-
S9LUCj2b6Hv7wbolxegb3fKRogWiKnwgtN-tLISQwiOMIsNeVAzwn9gjl8p3kRhI_lapw&sig=AHIEtbTehcgWBi7bnV2EfpjFWNnPaUWdTw

2 Michael Sims for the ADB: Central Asia Regional Economic Cooperation: Harmonization and Simplification of Transport Agreements,
Cross Border Documents and Transport Regulations, 2005 (http://www.adb.org/Documents/Brochures/Carec/carec-harmonization-final-
en.pdf

3 World Bank “non-paper”: Assessing Regulation of Road Transport (unknown author, no specific date mentioned)
http://www.worldbank.org/transport/roads/rdt_docs/annex2.pdf

4 Dr. Werner Rothengatter, Liberalisation and Structural Reform in the Freight Transport Sector in Europe, OECD, Paris, Copyright OECD, 1997,
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As stated above, opening may have negative consegsidut one should distinguish between various soales and
levels of observationKok® states that “continuing to open Europe’s markatgidods and services, and conversely
resisting protectionist pressures, is fundametot&urope’s growth prospects.” This is the rightcneaeconomic and
continental (global) approach.

Admittedly, this would not necessarily be perceiuwedhe same manner by a small haulier driven éah@ market by
increased competition. He would experience beingjraised “on the altar of competition”. In this pestBernadet
concludes: “the competitive model generates pasiiffects in the long term, it produces “losersthe shorter”. The
negative phenomenon at the small player’s levellshbowever be counterbalanced by a combinatiomdiidual
willingness for a new start and the socio-econoamgironment maintained by the state in order terodf certain level
of support (incl. social nets) and a “second chateéonest losers.

This should be the case for road freight transasriit is “even more sensitive on this issue sineel thaulage firms are
often small” and, how true, “adverse consequenteggobalisation and market liberalisation ... are fabre keenly in

times of crisis” (both quotes from Bernadet) makiagonversion more difficult for the individual atfte society. It is

not just by mistake that it took 30 years for aranptional organisation, the EU, to start serioaglgning up the road
freight transport market though this requiremens wetluded already in the Treaty of Rome of 1957.

There are in this respect a fepecific considerationfor internationalroad freight transport. The obvious link between
the development of foreign trade and internatioeenomic ties on the one hand and the progrese\athiin
international haulage on the other hand shouldebaccentuated. The self-reinforcing linkage betwdentwo has
already been mentioned.

Closed or non-transparent borders, tough and ufifaktinternational licensing regimes, rigid intational permit
requirements, limited quotas, non-application & MFN principle are all hurdles for internationaufiers, just to
mention a few aspects definitely with negative uefice on international economic ties. Kok artimdathis in the
following reversed positive way: “facilitating fremovement of persons, goods, services and capitah iarea without
internal frontiers is a crucial mechanism that getes economic growth”.

If, in the negative sense, haulage were not abtedet (through JIT services, specific internatidogistic solutions for
the collection and distribution of materials / puots) the growing demand of the manufacturing itgudrade,

agriculture and other sectors for regular supphelatively small units required by diminishingeks, less material
intensive production and cross-border cooperatiboften hundreds / thousands of sub-suppliers & ghme end-
product, this would represent a serious set-backdonomic and social progress.

Therefore, there is rationallpo chance of returrto previous patterns of quantitative or over-dnivgualitative
regulation in road haulage even in spite of cenpaitential draw-backs of opening similar to thosentioned before. In
this respect we should point to the “split mind"tdnsport policy makers, transport lobby orgamiset and operators
being in favour of opening iall countries except in theawn for open foreign competition. We should therefoase
the highest respect for the achievements of opefioingpad freight transport operations within the Ewith of course
still much to attain regarding the harmonisatiorcofditions of international competition - where tmacro-economic
and global considerations have fundamentally ptedadver the national protectionist “guts reacti@f’all actors
involved of 27 member states not long ago passtotkefienders of borders in every sense of the word.

4.  General traffic trends and industry characteristics in the international
road freight markets of the UNECE countries

http://www.oecd.org/dataoecd/14/31/2387068.pdf
5 Report from the High Level Group chaired by Wim Kok, Facing the challenge — The Lisbon Strategy for Growth and Employment, November 2004,

61 pages, Report on the construction and operation of the road freight transport market in Europe © OECD/ITF, 2009 (quoted by Bernadet - see
footnote no. 4)
http://ec.europa.eu/growthandjobs/pdf/kok_report_en.pdf

6 Maurice Bernadet, Report on the Construction and Operation of the Road Freight Transport Market in Europe, International Transport Forum
Forum Paper 2009, OECD/ITF, Paris 2009 http://www.internationaltransportforum.org/Pub/pdf/09FP01.pdf
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In the present Chapter effort is made to preseiisits describing traffic trends and industry refageristics in the
international road freight markets of the UNECE mini@s. For this exercise data have been reviewad Eurostat,
ITF and UNECE. For traffic data, we shall rehainly on ITF statistics because at the time of dataecttin (end of
July 2011) 2010 figures were available only in tHeabase. With some exceptions (Central Asia) Thestatistics
basically cover the UNECE region.

Graphs will be inserted in the body of the repdnilerrelated data tables if available will be eateintoAnnex 1
4.1 Cargo transport compared to trade and GDP developnm

In Chapter 3 we have referred to the evident ietationship between the development of GDP / istgonal trade and
international road transport.

Before looking at data reflecting this link, itwsorth to remember that similar correlation exidsdetweerGDP and
foreign trade (export) performanced/TO figures show that with the exception of 2@G0MH 2009, world exports have
grown at a higher pace than world GDP since 195@r Bince 2004 both growth rates are on the dedglitrgessing
about slowing world economy well before the “officstart” of the world financial crisis which hadhattering impact
on world trade dipping much deeper into “cold wafeegative growth rates) than GDRHart 1)
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Chart 1: World Export and GDP, 1950-2009 (annual ch ange, %)

1950-60 1960-70 1370-80 1980-3C 1980-00 20C0-08 2001 2002 2003 2004 2005 2006 2007 2008 2009

BExpots  @GCP

Source: WTO http://www.wto.org/english/res_e/statifts2010_e/its10_charts_e.htm

For the purpose of this study we may considdividual export performancefr the countries of the UNECE region to
characterise the progress of foreign trade. Dad&ghat exports of ITF member countries have beeharder by the
crisis than the world trade average causing a texfuof almost 20% for long standing and new ITFmber countries
compared to the (-)12% contraction “only” of wottdde Chart 2 and Table 2 in Annej 1

Chart 2: Exports, billion Euros, 2005-2010
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New ITF member countries
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Source: ITF, July 2011, http://www.internationaftsportforum.org/shorttermtrends/Selection.aspx

International road freight transport inpyivehicle purchase) armlitput(tonnes carried or tonne-km performed) follow
closely the demand cycle of the economy (GDP) imegal and trade (export) in particular. A combimbart presents
this evidence for the OECD, the EU, the TRACECA #meRF/BY regions.Ghart 3)

The individual graphs in this chart indicate thedpping demand has caused a dramatic contractibawdage (million
tonnes) and especially that of the registratiomeiv trucks in all the four regions concerned. Th&dm so far has
been reached in 2009 Q3 followed by a “positivgiséion” ever since topped with a similar foredeesnd.

The same tendencies can be observed in respdw ottier important output indicator for road trasrspi.e. tonne-km
performance shown for international haulage foe¢hgroups of ITF countries, though the drop ofrimaéonal (and
cabotage) haulage operations by long standing I'€mbers ((-) 15%), (according to Eurostat figureslyd (-)11.2)

was less spectacular than that of the negativerexpale growth figures of the same countries @%). Chart 4 and
Table 1 in Annex 1)

Chart 3: GDP / Road Freight / Truck Registration, 2005-201Zacts and forecast, OECD, EU, TRACECA

11
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IRU Road Transport Indices IRU Road Transport Indices
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Chart 4: International Transport of Goods and Cabotage, million tonne-km

Long standing ITF member countries

Road - International Transport of Goods and Cabotage {million T-km)
&0 000

60000

—

40000
20000
ol —
2005 2008 2007 2008 2009 2010 201
Somce SCT
Pustria Belgium Denmark Finland France
Germany Greace Iceland Irefand —— haly
Luxembourg Netherlands Morway Portugal Spain
Sweden Suitzeriand Turkey United Kingdom

12



Informal document No. 2

New ITF member countries
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The importance aihternational road freight transport compared tondestic operationslepends very much on the size
of the national economy, thus that of the domebktitilage market and the geographic position of thentcy
concerned. The share of the international markebisnally of less importance for big national ecomes (exception:
Poland) while smaller and in particular centraltyated countries’ international haulage marketasparatively more
significant compared to the total haulage marketéption: Switzerland) Ghart 5

13
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Chart 5: National and international road transport of goods, 2009 (1) (% based on million tonne-km déden
transport)
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(1} Graace, 2008 by and the United Kingdom, 2007: Mala, notavalk bl

Source:http://epp.eurostat.ec.europa.eu/statisiqsained/index.php?title=File:National_and_inteioraal_road_transport_of_goods,_2009_(1)_(%25_hasednillion
_tkm_of_laden_transport).png&filetimestamp=2011012A1531

4.2 Modal split trends

Modal split for EU27 has developed along the welbdn pattern over the last decades characteris¢depermanent
growth of road freight transport’'s shar@his share is less spectacular if all and muchenaacentuated if only land
transport modes are considergdhért 6 and Table 3 in Anney 1

Within the framework of this study, no modal spléita have been identified for non-EU UNECE cousthiewever it
can be stated that the growing share of road fteighsport characterises all regions. In megaasertountries rich in
raw materials, like the Russian Federation and Klagtan, the dominance of the railways has howear@amed intact.

The relative success of road transport can be iquaby its well-known main features (speed, rdligh flexibility,
comparatively low price, security, etc.) and thatawing trend of opening of the haulage markeivali as efforts to
harmonise market conditions on the internatiorejet

What can be expected in a fgwars to com@resuming that the world financial crisis will &ty be overcome? On the
one hand, the pattern of demand of the economyh&mlage will possibly not change significantly. Tpesitive
features of the sector will remain intact despitengng problems like congestion or criminality. Enermore, there are
still significant reserves as to modernising thgutatory framework conditions and finally the sectdll retain its
ability to react to changing and challenging retiates (like the internalisation of external costgth innovative
solutions (via the reduction at the source of exdkenegative effects). On the other hand, competitiom other modes
may increase without however being able to corntesimarket position of haulage. Intermodal operstimay gain in
significance.
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Chart 6: Modal Split development, EU27, % (tonne-kmbasis)
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4.3 Concentration level of the haulage industry

There are well-known indicators that help undeiragy the structure of the haulage industry. Thedleat for example
the concentration level of the sector, i.e. theettgyment of turnover and asset sizes, e.g. theddizehicle fleets per
company, the number of employees per company andumber of companies per inhabitants. The aviéithabr state

ownership may also be investigated.

Such data may make it clear whether there has degrthange in the sector’s structure normally réggras one of
small entrepreneurgut of the more than one million transport compann EU27, hauliers indeed represent 60%, i.e.
600’000 enterprises (!). None of the other transpoodes can be compared to the fragmentation lefvéhe road
freight transport sectors. The only comparablevigtis “warehousing and support activities” praetil by 116’000
enterprises in EU27 in 200&jart 7 and Table 4 in Anney 1

There are significant differences in “haulier déytsper country. Chart 8§ We can distinguish among high, middle and
low density countries compared to the EU averdd®Thaulier per one million inhabitants):
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— High: Slovenia — 3168, Spain — 3039, Czech Republic 2,2H6and — 2289, Finland — 2120, Estonia - 1956
and Hungary — 1836

— Middle: Cyprus — 1682, Sweden — 1592, Italy — 1483, Latvit857, Denmark — 1283, Lithuania — 1265,
Bulgaria — 1091, Portugal — 1024, Romania — 101xdmburg — 964, Austria 869

- Low: France — 638, Great Britain — 547, Netherlands45 Slreland — 470, Germany — 445, Slovakia — 273

The predominance of small entitiéss haulage is due to the abolishment of quantigatequirements for access to the
profession in the majority of UNECE member courst@ad the partial though still limited opening loé tinternational
markets (in the extra-EU regions), the “divisilyltitfactor typical for the profession (i.e. relatiyelow initial
investment requirementcf. Evmolpidis, Chapter)3and the commonly accepted absence of economigsatd# in road
freight transport.

Data available for 2007 reflect in some detailsfiagmentation level of the haulage business in EWYRharts 9 and
10, Table 5 in Annex Wttention is drawn in particular to thew average number of employees per compamigh at
EU level was 4.75 (!) in 2007. Over the period betw 2003 and 2008, total turnover and the numbgrecons
employed grew in an unbroken pattern while the ¢skim performance suffered a blow in 2008 as a apresece of
the crisis.
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Chart 7: Number of Enterprises by Mode of Transport EU27, 2008
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Chart 9: Structural business statistics for road freight transport enterprises, EU27, 2007
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In relation to economies of scale, according to tmiEnsport economists (e.g. Rodrigue and Slacki®re are no
efficiency gains from increasing the size of a hgal company as trucks remain individual productinits even if a
number of them are operated together under the sampany flag. This important theory has recendgrbcompleted
by recognising the potential for scale economiesnsting from complex supply chain management schelredter

coordination of logistic activities and the apptioa of IT solutions. This view is represented éy.Nickerson and
Silverman8 who admit (when analysing employmerdtiehships in US trucking) that due to high tranieccosts in

trucking requiring “significant levels of coordimah” and heavy investments to attract customersvéstment in
reputation”), “carriers favour the use of compamiyers over owner-operators”. This means that witike absence of
scale economies may be true for the basic traatiork, growing sizes of a complex logistics firm megsult in

perceivable economies of scale.

With the increasing need of the economy for mogghisticated logistic activities and the continutegdency of non-
core activities being outsourced by manufacturind tiading companies (see information about owmaattransport
in Chapter 5.2.2), a certain level of capital corication has supposedly been observed over théelastiecades in the
road transport sector as a consequence of its begamore and more involved in third-party logistid$e truth of this
statement is very difficult to prove due to thekla€ comparable complex international statisticatied

Regarding this question valuable information fadaintries only has been found in Eurostat stasigtc the period of
2005-09. (Chart 11 and Table 6 in Annex 1)

" Dr. Jean-Paul Rodrigue, Dr. Brian Slack: Road Transportation, The geography of Transport Systems, Hofstra University, Hempstead,
New York,

http://people.hofstra.edu/geotrans/eng/ch3en/conc3en/ch3c2en.html

8 Jack. A. Nickerson, John M. Olin School of Business, Washington University in St. Louis; Brian S. Silverman, Harvard Business School,
Soldiers Field, Boston: Why aren't all truck drivers owner-operators? Asset Ownership and the Employment relation in inter-state for-
hire trucking http://www.hbs.edu/research/facpubs/workingpapers/papers2/9900/00-015.pdf
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The country charts on the left show the changéénnumber of companies for each company categdiyedieby the
number ofvehiclesin absolute figures. The corresponding chartshenright show the change expressed by a simple
comparative growth rate received by dividing thedbte figure as available for the last year byahsolute figure as
available for the first year of the observed pefimdthe country concerned.

Data for the 6 countries show the following for thdicated individual country periods:
— Dominance of small companies has grown in: Lithagficountry)
— Share of bigger hauliers has grown in: the CzeqgbuBkc, Spain, France, Poland and Sweden (5 cas)tri

It can be concluded from the available informationa modest number of countries (all are EU mesibirat indeed
in the majority of these countriedrand of concentration can be obseniadoad freight transport over the last 5-years
period with respect to the distribution of comparg the number of vehicles they operate.

The change of hauliers’ distribution in companyegaties by the number eimployeess depicted in the following
chart. Chart 12 and Table 7 in Annéx.

For 15 countriesve see the following:
— Dominance of small companies has grown in: Estdragyia, Lithuania, Malta (4 countries)

— Share of bigger hauliers has grown in: Spain, Fea@yprus, Poland, Romania, Slovenia, Slovakialahi
Sweden, Norway, Macedonia FYROM (11 countries)

This means that thieend of concentration has indeed been confirfogdhe growing size of companies regarding their
distribution by employee categories in a moderatelyresentative number of countries. This is gaitémportant
conclusionsupporting the thesis that there may be some egi@soof scale to benefit from for companies thataisle

to meet increasing demand for logistic services.

This conclusion on théendency of an on-going company concentration @®ue haulage activities in EU and two
non-EU countries should be considered with caretdube restricted availability of information aitdnay further be
contemplated, completed and verified by informatonthe trend of changes in the business orgaoisatid structure
of the haulage market as well as information onlélel of concentration in partner industries. Chapter

Chart 11: Goods road transport enterprises, by number of vehicles by country, absolute figures and growth
rates by country
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Chart 12: Goods road transport enterprises, by numbr of employeesby country, absolute figures and growth
rates by country
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Finally, a few words about state ownership in thadr freight transport sector. A brief review ofstliuestion may
contribute to the “openness analysis” from a comebyedifferent angle than the “fragmentation aspesd far
considered in this Chapter.

Haulage whether using traditional or modern techniquesyetbps in anatural way as a private undertakingnder
capitalist circumstances. The high divisibility fac plays a major role in this respect. Thus thierasharp contrast
with the railways which may have been pioneered as a private walded in many countries in earlier times (mid-
nineteenth century), but due to their high capitensity, low divisibility factor and equally bugding operational and
maintenance requirements and last but not leastt@ubeir mission under the Public Service Obligat(PSO) in
respect of passenger transport they have widelp Ipe¢ionalised in most present UNECE member castin all
these countries, the state has subsidised (and-subsidised) important parts of the railway openat (mainly
network development and passenger transport).sSkatee had the right and obligation to defend timaroercial and
economic interests of their ownership, thus natioadways have enjoyed a monopolistic positionhivitthe railway
sector with most important implications for otheartsport modes such as haulage where entry camglitiave strictly
been regulated in a quantitative sense alwaysddhkio due consideration railway interests.

This era ended, though not without pain and coidtady phenomena, by thderegulation of the road freight transport
sector and the consequential step-by-step libeatiha of the railwaysn capitalist economies during the last quarter of
the 20" century. The latter is still an on-going procesbjsct to the implementation of various railwayelialisation
packages of the EU. While railways have demandatlttie road transport sector should cover all s @xpenses
(internal and external), which is now close to faticomplishment, they have had a high price toipaseturn: the
abolition of old monopolies and “state-care”, bpening their markets to new private railway enteepurs, a process
that possibly leads to the full re-privatisationtioé sector.

The result of this transformation process is hopefuypetter levelled playgrounand open competition in each main
land transport mode and in intermodal sense.

The development path covered in countries, membieteke UNECE, withcentrally planned economiesser a long
period in the 28 century was somewhat differe@tate-ownedailways have long enjoyed their full monopoly itios

all the more so since haulage with centrally orgadiroad freight transport conglomerates has aea lfully state-
owned. Tools otentral planninghave been used to “optimise” the balance betwkerstate-owned railways and the
state-owned road transport companies with the na@lN-kmown results (failure) for both transport atice whole
economy (and indeed the whole east-European cnplinned socio-economic system). Following théditjoal
changes, the rapid privatisation of road transparnpanies and the accompanying facilitation of ssde-the-
profession & market conditions for new entrants ehavastically changed the scene and a transformatiocess
towards more open railway transport markets haeitadgly started though at widely diverging pacethie countries
concerned.

As a result of the extension of the EU to 27 menstates with new member candidates on the horinontlae rail
transformation processes accomplished and / ongaghape in these and partially also in EU and Edneountries
alike, we can say thatslow market integration proce$s the whole UNECE area has been going on folaketwo
decades featuring a moopen road freight transport sector and an gradualfyening railway sectoin most of the
countries concerned.

As mentioned above, this opening procesaads without contradictionsand even reverse developments. There have
recently been astonishing mergers and acquisitionthe road haulage sector by outstanding thirdyplmistics
companies in a number of EU member states. Thassdctions have possibly beaoss-financed from state budget
support available by law for deficit making actie# (partly linked to the PSO) of still state-owr@d monopolies, like
national railway or postal operators, who traitually try to becomethe owners of the rapidly growing logistics
companieslt is not really an exaggeration to say that ¢hegergers and acquisitions if tolerated furthetrenaccount

of the tax payers may lead to some sort of an Uadet re-nationalisation of parts of the haulage®e (Cf. further
details in Chapter

5.  Broad review of market access conditions for interational operators

5.1 Introduction to the admission to profession, quantative and qualitative criteria considered from the
point of view of openness of the profession for neentrants
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Under Chapter 4.2 a few reasons for an equgntitativeregulation of the access to the profession ofieeihave
been exposed. Admittedly, there weret only external reason@rotection of the railways) but alsector-internal
arguments for maintaining restrictive quotas ofrappd hauliers, namely for the protection of trein comfortable
position against potential new-comers. Under tteésged-shop conditions those willing to start ulpaailage business
had to prove that there was sufficient additionatket demand to cope with through increased sufplgse “in” had
the opportunity to challenge the would-be entramaidnission demand with much chance of winning theeci.e.
authorities turning down the request for new opegdicences.

Freight rates were regulatetly law and therefore market competition reduced tinimum.Low service qualityvas
just a logical consequence of the rigid and proteciccess conditions.

Growing demand for much more sophisticated roamtitetransport with more and more value-added sesvin the
form of modern logistic solutions made thgid quantitative forms of admission to the praies explodeThis is the
era featuring deregulation of the road haulageosestarting in the 70s-80s of the last centuryhie US and spreading
over to many parts of the world, among other thithgsUNECE region of our interest where the quiitamodel of
admission to the profession was first applied il ‘‘member countries” of the EU.

Today, the present EU membership fully appliesdbalitative model as part of th@c¢quis communautaitewhile
non-EU UNECE member countries have taken over thet important elements of this model, partly assult of their
whole social-economic scheme changing from cemti@hning / state ownership to the capitalistic abeconomic
system, partly through various incentive schemesded upon in international bilateral and multifaleagreements in
the field of international road freight transport.

The basic requirements of admission to the prafessi a haulier are well known therefore we expibsen just briefly
on the basis of EU Regulation EC/1071/2009

Undertakings engaged in the occupation of roadspart operator shall:
(a) have an effective and stable establishmentviember State;

(b) be of good repute;

(c) have appropriate financial standing; and

(d) have the requisite professional competence.

Among further conditions it is important to rectdat a true transport manager should conduct thg loiasiness of the
haulier.

5.2 Introduction to the basic conditions of access tamternational markets from the point of view of opemess
of access for licenced operators to various markesegments:

5.2.1 Group-intern, bilateral and multilateral systems

International market access conditions are reguitatday either by internal common rules ajraup of countriege.g.
the EU) orbilateral and / or multilateralroad freight transport agreements. These agresmesy contain qualitative
and /or quantitative market access rules.

Regarding EU-intern rules, basic conditions ofrin&tional road freight market access are the foligvon the basis of
the Regulation EC/1072/2084

Rules apply to hire and reward activities (notwmeaccount transport, cf. below)

9 Regulation (EC) No 1071/2009 of the European Parliament and of the Council of 21 October 2009 establishing
common rules concerning the conditions to be complied with to pursue the occupation of road transport operator
and repealing Council Directive 96/26/EC
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:L:2009:300:0051:01:EN:HTML

10 Regulation (EC) No 1072/2009 of the European Parliament and of the Council of 21 October 2009 on common
rules for access to the international road haulage market
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:L:2009:300:0072:01:EN:HTML
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Rules apply only in limited sense to transport stilder bilateral agreements concluded betweenldmiil non-EU
(third) country

Certain types of carriage do not require a Commuiience (including own account transport under tollowing
conditions: (i) the goods carried are the propeftyhe undertaking, etc; (ii) the purpose of therjey is to carry the
goods to or from the undertaking ... either insideoatside the undertaking for its own requiremefii§; motor
vehicles used for such carriage are driven by persloemployed by ... the undertaking ...; (iv) the wédg carrying
the goods are owned by the undertaking, have beeghb by it on deferred terms or have been hii@)l such carriage
is no more than ancillary to the overall activitefghe undertaking)

International carriage shall be carried out subjecthe possession of a Community licence andheéf driver is a
national of a third country, in conjunction wittdever attestation.

In accordance with these rules, an EU-establisipedator is free to carry out any international agien within the EU
if in possession of a Community licence that isiégsto all operators established in an EU memlage sind admitted
there to the occupation in accordance with EU latian. This ideal state of market access conditicen be called the
“fully open conditions”.

There is still one exception to the fully open citiods even within the EU and this is the accessatootage operations
which is subject to the following temporal and gtitative limitations:

goods delivered subsequent to an incoming loadedniational operation, hauliers are permitted twycaut, up to 3
cabotage operations; the last unloading in thessoaf a cabotage operation before leaving the Mestber State shall
take place within 7 days from the last unloadinghie host Member State in the course of the incgnimiternational
carriage

hauliers are limited to 1 cabotage operation pembler State within 3 days of an unladen entry ihtoterritory of that
Member State.

Bilateral agreements between individual EU and BbhUNECE member countries on the one hand and legtwe
individual non-EU countries on the other hand ndlyneontain a mix of quantitative limitations andalitative rules of
access to international markets. These agreemeeatbased on the principle of bilateral reciprooithich is an
automatic origin of the non-application of the M&stvoured-Nation (MFN) treatment simply meaningcdimination
among any involved countries’ (Country A & B) patrcountries (Countries C, D, ...X) and their natidreuliers.

Which are the chief types of quantitative limitaisan bilateral agreements on international roatht transport?
Operations subject to individual permits

Annual quotas on permits for bilateral transpolistfeen countries A and B by operators establishettie other
country, i.e. in A or B); special sub-category dfteral transports: annual quotas on permitsttierso called small
border transport (e.g. conducted within 50 km frAfm and B’s common border as the crow flies by rasl of the
other contracting party)

Annual quotas on permits for transit operations @ountries A or B by operators established indter country, i.e.
A or B)

Total prohibition of or very limited annual quota permits for third-country transport operationtenfunder specific
conditions such as mandatory transit via the cquotrestablishment (between A and C by operatabéished in B
via the territory of B and between B and C by op@raestablished in A via the territory of A)

Total prohibition of cabotage transport (between tyeographic points in A by operators establisimeH and between
two geographic points in B by operators establighed)

Limited quotas of permits exempt from certain flsogposition
Time limitation of use of permits within a calendear
Prescribed entry points and / or mandatory routes

Roughly over the last fifteen years, qualitativerkea access criteria have started to be applietilateral road
transport agreements without really abolishing asdftening previous quantitative limitations. Undke aegis of a
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number of bilateral agreements contracting pah#se accepted quality conditions for any further@ase of restricted
quotas of permits, such as:

— Strict application and enforcement for hauliersabbshed in the country of the other contractingypaf driving
and rest time rules

— Application for hauliers established in the countfythe other contracting party of admission-to-tioeupation
rules of qualitative nature similar to those of Eig

- Extended use of more environment-friendly vehigtée higher up on the “E"-norm scale of engineg, tietter
and more rewarded by additional permits)

- Etc.

It should be emphasised that bilateral road tramispgreements are anachronistic remnants of a quevphase of
development of international road haulage. It fidilt to argue for more open arrangements, likaltitateral quotas
for example (cf. 5.2.3) in crisis times but oncerdpe and the world have the crisis out of the wagumed
international trade will have great problems witinifative arrangements for the most versatile imional land
transport mode, haulage.

Beyond the economic rationale, there is also a sgpng set of legal arguments against rigid hitdtagreements: their
contracting parties are in a clear breach of tlebligations regarding openness under other legatuments like
international conventions. In this context, the gownent of the Republic of Turkey has recently pegulll the
alignment of bilateral road transport agreementgrarisions of the General Agreement on Tariffs danade (GATT)
of 1994, the United Nations Convention on Transide of Land-Locked States (New York ConventionBajuly
1965 and the United Nations Convention on the Lathe Sea (Montego Bay Convention) of 10 Decem!8821as
well as the Consolidated Resolution on the Fatiitaof Road Transport (R.E.4) of the UNECE. Suchatignment
would basically open the way for unconditional éfréransit operations via the territory of the canting parties.

5.2.2 Admission to the Profession and Market Access fomternational Own-Account Transport (OAT)

Before turning to multilateral haulage permit agaments for hire-and-reward transport operatioosditions if any
of the admission to the profession and market acfm@snternational own-account road freight tresrsOAT) should
very briefly be looked at. The only reason for dpiso is that though OAT is not part of the transpoarket, its
external influence on the market is enormous sigeeerally speaking and if for nothing else, thegbigthe OAT
activity in a country the smaller the size of tbad freight transport market and vice versa.

Smolderd? believes that with the deregulation of the haulbgsiness, OAT has partially lost its raison d'é&tee to
the fact that hire-and-reward operators have bédm ta offer loading capacities for low prices aatdhigh service
quality levels. Indeed, outsourcing is a contingpedcess ever since the ECMT Round Table on OAT liacl999.
Smolders is certain that OAT should not be suliigeiny admission-to-the-occupation rules but yeslitother traffic
regulations (e.g. regarding vehicle technical dp=tions and driver’s hours). At the end of thes9QQAT in tonnes
represented a considerable share of all goods mwithth the EU (44% of domestic and 42% of all taga on road,
while only 25% in tonne-kilometres). Over the paStyears these proportions must have diminishedgih@vailable
statistics do not show a radical change in OATarslin total road freight transport in the EU. (€@Hz8)

Chart 13; Share of own account and hire and reward in national and international
transport operations based on tonne-km, 2006, EU-27

1 Quantitative restrictions imposed on international road transport of goods, Submitted by the Government of Republic of Turkey to UNECE ITC
Working Party on Road Transport, 105th session, Geneva, 29 September—1 October 2010, Item 7 (b) of the provisional agenda

12 \Wim Smolders, International Road Transport Union (IRU), Road Freight Transport for Own Account in Europe, Report of the hundred and fifth
Round Table on Transport Economics, ECMT, Paris 4-5 November 1999
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Source: Road Freight Transport Vademecum, European Commission, Directorate General Energy and Transport, Directorate E — Inland
Transport, Unit E.1 — Land Transport Policy, March 2009

As seen above (cf. 5.1 and 5.2), OAT is not sulifethe requirements for the admission to the oatiap and it is also
exempt from market access rules in the EU if OATI&arly operated under the conditions listed (\snyplistically: if
own goods are being transported in own vehiclegedriby own drivers). Conditions in other UNECE memb
countries may however be different. Governmentslnor non-EU countries are free for example to isgat least the
obligation of registration for OAT operators if grfbr statistical and certain checking purposes.

5.2.2.1 Regional solutions for market access

The limits of the international bilateral acceshesnes were identified and acknowledged by trangmuliticians at an
early stage. Ways out of tight bilateralism werekied for and the arch-example for an almost idekit®n was set by
the EU. (Cf. 5.2.1 aboye

5.2.2.2 ECMT Quota

Well before the EU model was achieved through @hggrowing common EC quota of multilateral persniinding in
1992 in a full access opening (except for cabotagepecial multilateral quota had been establishethe European
Conference of Ministers of Transport (ECMT) undeE@D’s flag. The symbolic impact of the ECMT quotash
always been very important on the haulage markeigh the share of international operations on dked tnternational
road freight transport market of the ECMT membarrtdes has always remained marginal (around 5-6%).

The report of a High Level Group for the developtnen
of the multilateral quota system summarises alMstears’ history of the ECMT quota system as fotitS:

“The ECMT Multilateral Quota System has been opegasince January 1974 with the aim of both faditig trade

and improving efficiency in the international ro&edight transport market. It has developed ovenysars, responding
to both changes in membership and transport pelieiéth membership more than doubling in the 19@0sver 40

countries. It has responded to growing concernsitath@ environment in its development of the greery concept

with the overall aim of making the System a symiifadhe highest quality in international transport.”

The underlying principles of the ECMT quota opemasi are the following based on ministerial decisjahe latest of
which were adopted in 2005 (this list is a repraiu partially a full quotation of the “Principleappearing in report
of the High Level Group).

The quota should:

*  become a symbol of the highest quality

e continue to contribute to improving efficiency amgening markets
« seekto strengthen and harmonise controls andisasact

. be distributed on the basis of real needs andiefficise

e  be aimed at the reduction of empty runs

* not create discrimination between different States

e not create additional bureaucracy in the managewofahe system but should rather simplify it

. adhere to the principle according to which any raeasf liberalization should be accompanied by ress
which seek to raise quality and standardise thadaf competition

13 Report of the High Level Group for the development of the multilateral quota system, ITF(2011)3, 4 May 2011

28



Informal document No. 2

It is well known that the further development anetre the proper functioning of the ECMT quota havet serious
difficulties over the last ten years. The High Le@roup identifies the main problems as follows rjadly full
guotations):

+ the distribution of licences between the countregsains unbalanced

+ the restriction regarding the use of the licen@&purney rule, 2006) has reduced tficiency of usage of
the ECMT quota

» very limited progress has been made concerningatitounting by the system of social conditions amel t
conditions for exercising the profession

» the system of controls and sanctions in the Qugstedh are mainly the responsibility of the countryere the
vehicle is registered and there is little cooperatietween the various national supervisory auiksri

e some countries have become more protectionistititmde undoubtedly reinforced by the recent ecooarisis
The High Level Group proposes the following genenahsures to save the ECMT system:

“The opening of the markets must be matched wittinenease in the quality of transport operationd anproved
regulation of the rules governing the System.”

“In such a system harmonisation would be a corpltdrfixed quality standards rather than a basieadr This concept
of quality encompasses not only the vehicle bui #is drivers, the companies and the applicabtsrul

The ECMT quota should be equipped with “automatechanisns for the redistribution of the quota and
a gradual increase in the basic quota, linked tcetiteanced quality standards in the system” as skatéioe Group.

In this context, it may be added that the new geldipal realities of the extended EU should dug/donsidered: in the
coming years ECMT licences could be allocated ® Bt (the Commission) in one single lot insteadE@MT
splitting up the licences according to national tgscamong the individual 27 ECMT/EU member coustriehus as
part of the new mechanism of quota redistributithe, European Commission could supply ECMT licente&U
member states according to their real needs.

Among the High Level Group’s recommendations, belyam appeal to countries concerned to lift gragudikir

specific reservations and restrictions on the guapglication, the Group puts forward explicit prepts for quality
improvements in respect of vehicles, multimodahs$gzort, social conditions of work, checks and sanstand tools for
implementing the quota reform.

Finally, the High Level Group opts for the contitioa of opening international haulage markets byanseof a
reformed ECMT multilateral quota whereby the airowdd be “in the longer term ... for an open systerhigh quality
and dates, for example 2030, should be set fat, thiarget which indeed should ideally be met.
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5.2.2.3 BSEC Quota

The Union of Road Transport Associations, an ngathe region of the Black Sea Economic CooperatBBEC)
governmental organization was set up as a cooparédgrum of road transport associations in the y&1001 (BSEC
URTA).

Experiencing the restraints of bilateral road tpams agreements, BSEC URTA, influenced by the exangb the
ECMT model, decided to set up a multilateral queytstem in order to facilitate international haulageong seven (i.e.
not all) BSEC member states of the region in Sep&r2009.

According to the Guide for government officials arehsport operators on the use of the BSEC p&tmit

“The BSEC Permit is a multilateral permit estableshg the Participating Member States for the irdéiomal carriage
of goods by road for hire or reward by transpodentakings using vehicles registered in a PartigigsdBSEC Member
State. It is established for a transport operatieing performed in transit through the territory @fe or more
Participating BSEC Member States. The BSEC Perogsdot allow loading/unloading operations withia territory
of the Participating BSEC Member States. The BSEGnR does not allow the Third Country Transporeigiions.
The BSEC Permit does not allow Cabotage.” (Italigshe author)

For 2010, 1'400 transit permits were exchanged aba participating countries (200 pieces issueédih country),
each permit allowing a single round trip, includihg related empty runs. The utilisation of the rauility started at a
moderate level in 2010. In April 2011, member coyrgovernments agreed to allow the use of BSEC ilatdtal
permits beyond transit also for bilateral transpofThis extension of the scope of BSEC permitshiniive a boost to a
more efficient use of this multilateral quota.

5.2.2.4 Rules and conditions for international road freight transport in Central Asia
and neighbouring countries

Rules and conditions for international road freighnsport in Central Asia and neighbouring co@strimost of them
located within the geographic scope of UNECE, deiadeviate from prevailing conditions in the EU other
European regions.

Part of the countries concerned is earlier repaldit the former Soviet Union that inherited a celyrplanned and
state-owned road transport sector with its buresieccentral administrative management structure.

De-nationalisation has taken place in these casiresulting in some (former) elements of stateemvand a great
number of private haulage enterprises co-existimy@perating in the international road freight gport market.

Accompanying this important change in the genesalcsseconomic environment, a reform of the regulasrheme of
international haulage has taken place. Basic iat@mnal governmental ties have been establishethénalmost
exclusive form of bilateral road transport agreetadretween newly and formerly independent countiiée model of
these agreements features strict quantitativedtioits of permit quotas on the basis of bilatezalgrocity.

The bilateral arrangements may have promoted thension of international road freight transportivages in the
period of transition from centrally planned to metrkiriven economic structures but their well-knodvaw-backs may
soon inhibit the further progress of the sectorer€hwill be a growing pressure to introduce a railral component
into the regulatory scheme in order to achieventeessary facilitation of international haulageatsthis part of the
world in line with changing demand of shippersiimore complex international road haulage servigek.dther parts of
5.2.3)

Under the pressure of going “more open” and “morgtitateral” and with the support from the UNECHBda
UNESCAP, a number of the countries concerned haveded to somef the most important multilateral UN

1% Guide for Government Officials and Transport Operators on the Use of the BSEC Permit
http://www.bsec-urta.org:8090/content/files/bsec%20permit/BSEC_USER_GUIDE_ALL_LANGUAGE.pdf
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conventions of relevance for international haulagerations, like TIR, CMR, AGR, Vienna Conventiamroad traffic,
etc.

While some of the regional forms of multilateraloperation seem to have seen successful implememtagther
initiatives have failed or remained only on papéhaut coherent follow-up due to the lack of suffint political will
and / or economic interest. For example, the régesstablished customs union among Belarus, Kazakhand the
Russian Federation, though not strictly in thedfief international transport but of direct impaaottbis industry, seems
to have been duly realised over the last few yelafforts to create similar multilateral structurigsinternational
transport, like within the CIS, have not taken tife ground. Other structures like GUAM (Georgia,raike,
Azerbaijan and Moldova) or EurAsEC (Eurasian EcoleoBommunity — Belarus, Kazakhstan, Kyrgyzstan, sRuand
Tajikistan) are still to prove their direct impantze regarding the development of international rfoaight transport.

The Shanghai Cooperation Organisation (SCO - Ch{aaakhstan, Kyrgyzstan, Russia, Tajikistan, anthdlistan)
has worked on the development of a multilateraleegrent on facilitating international road transpirice 2004
without the document having been adopted by the meemgovernments. By the end of 2008, the basiceageat was
almost finalised15 but important supplements (omits and licences, routes, border crossing poirgkicles weights
and dimensions, etc.) were still to be drafted. [Etest transport ministerial meeting on the sutjeatter was held in
November 2009 without any important break-through.

According to the IRU NELTI 2 final report16 therg a return to pre-crisis volumes of road cargodpan on certain
Eurasian routes, however, a full recovery is &tilbe expected. This report also states that aoritaupt precondition of
any significant progress of international haulagethie Central Asian region would be the proper bgment of

auxiliary services along main highways17 (e.g. fstaltions, parking lots, motels and other fac8itfer the drivers,
vehicle repair and maintenance workshops, apprigpbarder crossing points, etc.). The IRU reportlte 2nd phase
of NELTI (New Eurasian Land Transport Initiativejptains: distances covered by the pilot internatlooperations
just cannot be compared to distances of internatiams in Europe, their average attaining 401%&meach European
destinations. (Chart 14)

Chart 14: NELTI 2 average distances by selected rou tes, km
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Source: NELTI 2 Final Report & Road Map, Undertaken by NEA Transport Research Institute (Netherlands) in Cooperation with the
International Road Transport Union (IRU)

5 Work continues on the SCO multilateral road transport agreement, information on the IRU website, http://WWW.iru-
nelti.org/index/news-app/story.814

16 NELTI 2 Final Report & Road Map, Undertaken by NEA Transport Research Institute (Netherlands) in Cooperation with the International Road
Transport Union (IRU)

http://www.iru-nelti.ru/index/cms-filesystem-action ?file=nelti3/Nelti2011.E.pdf

7 IRU “Model Highway Initiative” project (MHI) presented at the annual meeting of the Asian Development Bank in Tashkent, May 2010
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The average cargo movement speed along NELTI rdst&8.4 km/h, while if there were no idling at ters this
speed would increase to 30.4 km/h.

The report defines the main tasks of facilitatinginational road freight transport between Asid Barope as follows:
» Bilateral road transport agreements should be e€vis

*  WTO GATT Art. 5 should be applied to transit movertse

» Bilateral transport permit quotas should be lifte@ phased-out manner

» Multilateral road transport facilitation agreemesit®uld be signed

» UN transport conventions should be adhered to

»  World Customs Organisation (WCO) norms and promtgetinologies should be applied for customs opmrati

* EURO 4-6 vehicles should be introduced for intdora! hauls

* Professional training should be improved
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5.2.2.5 International road freight transport of the People’s Republic of China

The international transport community has been lgeieferested in and it has very actively promotee opening of
the Chinese international road freight transportrket over the last 10-15 years. Indeed there igpectacular
discrepancy between China becoming the world’sofgctor most consumer goods while its transportketrs still
relatively closed. With common borders to 15 neilring states, however, China is more and morecdions of the
importance of well-functioning international roaeifjht transport across these borders. A recentdRdy18 on China
lists 11 bilateral and three multilateral agreersesigjned over the last twenty years. (Table 1)

Table 1: Bilateral & multilateral road transport ag  reements between China and its
neighbouring countries

Agreement Area Countries Date
China, Kazakhstan 1992
. China, Uzbekistan 1993
Central Asia Area -
China, Kyrgyzstan 1994
China, Tajikistan 2008
. China, Mongolia 1991
Bilateral Road . - )
Northeast Asia Area China, Russia 1992
Transport Agreements -
China, DPRK 2008
China, Pakistan 1993
. China, Nepal 1994
Southeast and South Asia - -
China, Vietham 1994
China, Laos 1993
China, Pakistan, Kazakhstan, 1995
. Central Asia Area Kyrgyzstan
Multilateral Transport - -
China, Kyrgyzstan, Uzbekistan 1998
Agreements - - - -
. GMS six countries: Cambodia, China,
Southeast Asia Area ) ] 2002
Laos, Myanmar, Thailand and Vietham

Source: Road Transport in the People’s Republic of China, IRU, December 2009 http://www.iru.org/en_bookshop_item?id=2

The number of international hauliers registere€mna was still surprisingly low in 2007: 220 (prapanies most of
which have less than 50 vehicles. (Chart 15)

18 Road Transport in the People’s Republic of China, IRU, December 2009
http://www.iru.org/en_bookshop_item?id=2

33



Informal document No. 2

Chart 15: Composition of international road transpo rt enterprises, China PRC, 2007
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Source: Road Transport in the People’s Republic of China, IRU, December 2009 http://www.iru.org/en_bookshop_item?id=2

The quoted IRU report identifies three main regiofigelevance for international road freight tramgpfor China,
namely, Northeast Asia Area (Russia, Mongolia andRE), Central Asia Area (Kazakhstan, Kyrgyzstan and
Tajikistan) and Southeast and South Asia Area (Miet, Pakistan, Laos, Myanmar and Nepal). (ChadribTable 8

in Annex 1) It is interesting to see that almos¥b6f the cargo volume was transported to the NBeht, while more
than 50% of tonne-kilometres were performed toctbrtrally located countries.

Chart 16: Freight tonnes and tonne-kilometre perfor =~ mance in China’s international
road freight transport by region, 2007, 10 thousand tonnes / tonne-kilometres
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Source: Road Transport in the People’s Republic of China, IRU, December 2009 http://www.iru.org/en_bookshop_item?id=2

The mentioned study determines opportunities ardleriges for the Chinese international freight $paort sector in
the following way: “the contents of some road ty@or$ agreements and conventions signed by Chilianeéd to be
enhanced; existing non-physical obstacles incrgasiansport costs and lowering the service quaditpuld be
diminished ...; the incomplete infrastructure of Ergosts should be improved as they cannot adapetdemands of
the rapid development of import and export transgoe to outmoded facilities and inadequate conéctinology”.

In reply to these issues, the Chinese governmenmtireees with the rapid implementation of its roadoforway)

network development plans, deepens the cooperafiamernational hauliers with their foreign courgearts and puts
more emphasis on sustainability and road safetis ltowever clear that if China wants to open spritad freight
market, it should join major international convens: TIR (preparations have been going on ovelabel0 years),
CMR, Convention on the temporary importationa@mmercial vehicles, Vienna conventions (road icafigns and

signals), harmonisation of frontier controls corti@m
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Acceding to the SCO road transport facilitationesgnent once approved by the future contractinggsaig still on the
governmental agenda (see above in this ChapteimaGimplements also the Great Mekong Sub-Regiors$border
Transport Agreement (GMS CBTA) and pilot operatianithin this framework have been conducted.

It is certainly worth to put here an extract of @nparative table of the planned SCO and the egisBMS CBTA
arrangements, the latter in principle approvedraityet applied to its full extent. It clearly shewhe many-faceted
aspects and tasks of the two regional agreemetis tolfilled before one can seriously talk abatilitating access to

the market issues in the regions concerned. (T3ble

Table 2: Comparison of the SCO Agreement and the GM S Cross-border Transport

Agreement

SCO Agreement

GMS Cross-border Transport Agreement

Routes and border crossings

Protocol

Protocol

Transit rights

Grants right of transit for vehicles, goods,
passengers;

Allows the carrying of goods and
passengers between two countries or in
transit subject to permits.

Grants freedom of transit

Customs duties/ taxes for transit

Exempt

Exempt

Charges permitted

Charges for specific services and use of
infrastructure

Protocol; Cost related.

Transport permits

Protocol

Exchange every year; Determined in protocol.

Traffic rules

Conforms in substance to the provisions of
the Convention on Road Traffic and the
Convention on Road Signs and Signals,
1968;

Take necessary steps to accede to
Conventions.

Annex

Environment

Ensure protection of environment

Not specified

Special goods

Carriage of dangerous goods listed in
Protocol prohibited unless special
permission;

Special permit for perishable goods.

Not applicable to dangerous goods;
Grant priority to perishable goods;
Annex.

Temporary admission of vehicles

Exempt from Customs duties, charges and
taxes for fuel and lubricants, spare parts
and tools for repair;

Unused and replaced spare parts are
subject to re-export.

Exempt from duties, taxes, deposit for vehicles, fuel
in tank, lubricants, maintenance supplies, spare
parts in reasonable quantities;

Subject to re-exportation;

Identification marks, certificate, license plate with
country sign.

Temporary admission of containers

Recommends Customs Convention on
Containers 1972

Annex

Technical requirements of vehicles

Protocol

Satisfy equipment safety and emission standards of
home country;

Weights, axle loads and dimensions follow host
country

Insurance

Establish international compulsory motor
vehicle 3rd party liability insurance scheme

Compulsory 3rd party motor vehicle liability
insurance required by host country

Facilitation measures

Recommends International Convention on
the Harmonization of Frontier Controls on
Goods 1982;

Recommends Kyoto Convention.

Single window inspection;

Single stop inspection;

Coordination of hours;

Advance exchange of information/clearance;
Exemption from physical Customs inspection, bond
deposit and escort.
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Customs control

Apply TIR Convention;

Consider possibility of acceding to this
Convention;

Simplify Customs control as per Annex.

Advance exchange of information/clearance;
Exemption from physical Customs inspection, bond
deposit and escort

Each Contracting Party shall authorise a national
organisation to issue the Transit and Inland
Customs Clearance Document and guarantee the
Customs Authority of the Host Country the payment
of export and import duties and taxes in case of
irregularities. Liability of the authorised
issuing/guaranteeing organisation shall be limited
to SDR 35,000 for the goods; SDR 20,000 per
Temporary Admission Document issued for the
vehicle; SDR 300 per Temporary Admission
Document issued for the container.

The issuing/guaranteeing organisation shall provide
the Host Country Customs Authorities with an
always to-be-replenished security: maximum of SDR
70,000 (guarantee for the goods), SDR 40,000
(guarantee for the vehicle), and SDR 600 (guarantee
for the container).

Relationship with other international
instruments

Not to prevent mandatory provisions of
international conventions

Not to affect the rights and obligations under
existing agreements/international conventions

Dispute settlement

1. Bilateral consultation, negotiation;
2. Multilateral consultation in SCO.

1. Bilateral consultation, negotiation;
2. Multilateral consultation in Joint Committee

Observance of domestic legislation

Domestic legislation applies to areas not
laid down in the agreement

Comply to laws and regulations in host country;
Sole competence of host country;

May deny access to a person, a driver, an operator
or a vehicle.

Contracting parties

SCO members;

Non-member with consent of SCO

members

Not specified (trilateral agreement originally)

Source: Road Transport in the People’s Republic of China, IRU, December 2009 http://www.iru.org/en_bookshop_item?id=2

Finally, at the major road freight border crosspajnts four major checks are conducted (full quoten the cited

report):

1. Quality Supervision, Inspection and Quarantine D&pant should inspect the goods and issue the sa&ces

certificates.

2. Secondly, Customs should check the goods and puot thto a specific zone to wait for departure.
3. Thirdly, the Transport Administration should chebk vehicle and stamp the transport permits.

4. Finally, the Exit & Entry Administration should ctlethe passport.

The list of the major border crossing points hasnbgublished in the mentioned stu@able 3):

Table 3: Major road border-crossing points of the P

eople’s Republic of China

Border Crossing Point Region Province Traffic directions

Suifenhe, Dongning Heilongjiang Russia

Juanhe, Hunchun Jilin Russia, North Korea
North-East

Dandong Liaoning North Korea

Manzhouli, Erlianhot Inner Mongolia Russia, Mongolia

Horgos, Alataw Shankou Xinjiang Russia, Kazakhstan, Kyrgyzstan,
North-West .

Tajikistan
Mohan, Ruili, Hekou Yunnan Lao PDR, Myanmar, Vietnam
N - South-West - -
Dongxing, Youyiguan Guangxi Vietnam
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5.2.2.6 The NAFTA rules for international road freight transport: ac cess of Mexican
hauliers to the export-import freight market of the us

Europe, Central Asia or China on the Eurasian @enti are not alone with problems to overcome ireotd facilitate
access to the markets in road freight transpore. Nbrth-American Free Trade Agreement (NAFTA) coiestas well
as other American states (e.g. in Central-Amerisae-5.2.3.6) have met serious difficulties oftfpe. (Chart 17)

Chart 17: Road Freight Transport Market Access Prob  lem Areas in the America

Middle Am

Source: http://mapas.owje.com/maps/1_middle-america-1994.html

The arguments of protectionists in America are w@oge to those experienced on the Eurasian cantidefence of
market interests, fear of dumping rates, road gedet security concerns, fear of illegal cabotaggvities, anxiety
about illegal immigration, etc. There is in Amerigéath some exceptions (like between Canada andJ® a similar
contradiction between relatively open foreign tragbechange conditions and closed relationships termational
haulage as between China and the rest of the world.

The complications experienced in US-Mexico truckietations clearly witness about the seriousnesthefproblem
(various web sources have been used as quotedES¢abe the situation):

Following a trade dispute in 1982, the US limitedXitan trucks to commercial zones near the border.

NAFTA, a trilateral free trade agreement among @andexico, and the US signed on December 17, if992der to
phase out barriers to trade in goods and servingsminvestments among the contracting statekjdes provisions on
cross-border trucking.

19 NAFTA Developments, NAFTA - Transportation Related Provisions, U.S. Department of Transportation Federal Motor Carrier Safety
Administration

http://www.fmcsa.dot.gov/intl-programs/naftatrans.htm; ATA Supports NAFTA-Required Opening of US-Mexico Border Pilot
Project Announced by USDOT is a Step Toward Efficiency, ATA PRESS RELEASE Contact: Clayton Boyce Feb. 23, 2007 (703) 838-7902 ALEXANDRIA,

Va. Bulk Transporter, 17 March 2009, 1:45PM http://bulktransporter.com/management/tank-truck/obama-nafta-mexican-
trucks-cross-border-0317/NAFTA and Mexican trucks, 11 March 2010 (19a)http://www.highwayhags.com/2010/03/11/nafta-
and-mexican-trucks/ Mexico-Domiciled Trucks and NAFTA (19b) http://www.citizen.org/autosafety/Truck_Safety/mex_trucks/
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The importance of the matter is high: daily, ab®Rt4 billion in trade flows between the US, Mexiaod Canada.
Between 75 and 80 per cent of the value of thdetia carried by truck.

While there is free access to international haulagekets between the US and Canada, performinggiestruck

shipment without the implementation of NAFTA betwebe United States and Mexico requires three tsigad three
tractors. A trailer crossing the border must bexgfarred from the originating carrier to a bordarrier, cross the
border and be transferred again to a third catdegeke it to its destination. About nine millionch crossings took
place in 2005.

Subsequent to ratifications of NAFTA and the issgaof implementing legislation in 1993, truckingypisions were
put on hold by the US in 1995. In 2001, a NAFTApdite resolution panel ruled that the US could raot tsucks from
Mexico. In addition, in the same year US Congregsased a number of safety requirements on Mexiedhicies that
had to be met before any opening.

In 2007, the US authorised a pilot program to aehia phased-in opening to give US and Mexican earihe
experience in operating in both markets and to waly clarify and detail the border opening proaesu The pilot
provided reciprocal opportunities to internatioriednsport shipments to and from US and Mexico dattins.
Approximately 100 Mexican and the same number ottliSiers participated in the program.

Mexican carriers had to comply with all of the USety, environmental, insurance, homeland securigyrance, fiscal,
registration and other regulatory requirements.yere allowed to transport only international eangot US domestic
cargo.

Early 2009, US Authorities announced the termimatid the demonstration project. As a response ¢oMexican
announcement to take retaliatory trade actionsUtBdPresident tasked the US authorities to profemsislation to meet

the NAFTA agreement that allows Mexican-licenseactks to travel beyond commercial zones along theMéSico
border. Simultaneously, the US Chamber of Comméacached a new campaign to push the White House and
Congress to open US roads to Mexico-domiciled ingkompanies and truck drivers.

There is still a lot of opposition to and fear gfeming for Mexican operators in the US: opponetdasrcthat the “US
Chamber represents ... only multi-national corporetiand does not represent the interests of lochbete chambers
of commercial organizations. They ... trample on handking Americans and jeopardize the safety andirsigcof our
country. ... They see the fallout from the tariffatMexico has imposed on US exports (= the retajameasures by
Mexico — comment by the author) as the best oppiytthey have had in years to force open our boasel our roads
to truckers from Mexico. They well know that comjeand drivers from Mexico will be cheap and eitplde. ...
enough American jobs have been outsourced to athentries, | encourage you to contact your U.S.ages and

Representative to let them know how you feel alatlotving Mexican truck drivers on our highwd’yls?.a.

Furthermore, “Public Citizen supports legislatian require on-site inspections of Mexico-domiciledrreers; add
inspection facilities, equipment and inspectorthtoborder crossings; and ensure that Mexican énsckomply with all

U.S. safety requirements, including rules goverriing long truckers may drive without &SP,

In March 2011, the US President announced to restblg long-standing trucking conflict between thwe tountries:
“Under the US-Mexico deal, which still faces corggienal and local scrutiny, the US would allow imdtan trucks
that comply with stringent safety standards. Iumet Mexico would lift tariffs it imposed on US gd®in retaliation for
flouting the NAFTA provision. The Mexican trucks wd carry recorders for verifying that they trandpd cross-

border shipments and did not act as domestic taatesg on the US sidé”.

20 Mexican Trucks to Ply US Highways, Howard LaFranchi, Washington, March 4, 2011
http://www.csmonitor.com/USA/Foreign-Policy/2011/0304/Mexican-trucks-to-ply-US-highways-Obama-is-ready-to-roll

DeFazio blasts proposed U.S.-Mexico cross-border trucking program, Jeff Berman, Group News Editor

March 15, 2011 (20a)
http://www.logisticsmgmt.com/article/defazio_blasts_proposed_u.s.-mexico_cross-border_trucking_program/
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The question is whether the US President will be &end the deadlock in return for Mexico’s hifgi customs tariffs
in phases on some 90 US products of an annual @&lU&D 2.4 billion. Opposition is building up agén the form of
interventions by congressmen and drivers’ assatiativhile beyond the US Chamber of Commerce, tiseeeclear
support for the opening by the American Trucking@dation (ATA) if all US safety, technical and seity criteria are
properly implemented20a. The battle is not over. yetChart 18)

Chart 18: Mexican Trucks in line to enter US territ  ory

Source:

http:/Avww.google.ch/imgres?q=mexican-+trucks+in+line+at+the+US+bord =1&hl=fi 1z=1R2ADRA_enHU412&tbm=isch&tbnid=_yaniZMaLPTmQM:&imgrefurl=http:/mexicotrucker.com/en/friday-rants-and-
other-nonsense-about-mexican-
trucks&docid=ByvkKTXnThuZ_M&w=282&h=250&ei=F3JoTsaxBMjssgaP40WbAg&zoom=1&iact=hc&vpx=187&vpy=343&dur=121&hovh=200&hovw=225&tx=134&ty=148&page=8&thnh=144&tbnw=162&start=131&nd
sp=19&ved=1t:429,r:0,s:131&biw=1440&bih=682

5.2.2.7 Central-America: WTO dispute settlement on transit matters, the case
Panama vs. Colombia

The General Agreement on Tariffs and Trade (GATiTthe World Trade Organisation (WTO), Article V,fokes the

term of transit and states the freedom of trangiaut any discrimination as to flag of vessel (e#d), the place of
origin, departure, entry, exit, destination, theteochosen or the ownership of goods, of vessets§ other means of
transport via the most convenient routes and withonecessary delays.

It allows the imposition of only reasonable charges regulations exempting transit traffic from tomss and transit
duties except those for transportation or thosemensurate with administrative expenses or costemfices rendered.
It foresees the application of the Most Favouretldda(MFN) treatment for transit traffic.

In June 2007, Colombia introduced measures agafgsinised crime that require that certain typegamds (mainly
textiles, clothing and footwear) arriving from Parea (andChina) must enter Colombia only at Bogota Airport o

Barranquilla seapozr}. Such restrictions did not exist for the import ahi#ar products from other countries (WTO
Members) or other products

In July 2007, Panama requested to apply the WTQuthssettlement (arbitrage) rules against Colomdmaong other
things on discriminative restrictions on ports ofrg for certain of its goods exported to Colonibia

2L See details at http://www.wto.org/english/news_e/news09_e/366r_e.htm

2 http://www.wto.org/english/tratop_e/dispu_e/cases_e/ds366_e.htm (The latter source summarises the claim as follows: “In relation to
restrictions on ports of entry, Panama's request for consultations is directed at a resolution of June 2007 which provides that all goods
classifiable in Chapters 50-64 of the Customs Tariff coming from the Free Zone of Colon in Panama shall be entered and imported
exclusively through the jurisdictions of the Special Customs Administration of Bogota and the Barranquilla Customs Office. This
requirement does not apply to goods arriving directly from third countries. The regulation provides that with respect to these goods, the
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In its April 2009 decision, the WTO Dispute Settkmh Panel upheld Panama's claims that the Colonyiais of
entry restriction was inconsistent with the firatlasecond sentences of Article V:2 and the firatesgce of Article V:6
stating:

“There shall be freedom of transit through theitery of each contracting party, via the routes tnusnvenient for
international transit, for traffic in transit to érom the territory of other contracting partieso Mistinction shall be
made which is based on the flag of vessels, theepl origin, departure, entry, exit or destinatiam on any
circumstances relating to the ownership of gootlsessels or of other means of transport.” (GATT. A:2)

In this specific case, “freedom of transit” shalpéy without any distinction to goods touching teeritory of Panama,
transiting through the territory of Colombia andching their final destination in another country.

“Each contracting party shall accord to productsicivhhave been in transit through the territory ofy eother
contracting party treatment no less favourable tieat which would have been accorded to such ptsduad they
been transported from their place of origin to th#@stination without going through the territorfy such other
contracting party.” (GATT Art. V:6)

In this specific case, no less favourable treatnséall be given to goods arriving from Panama téo@bia than to
goods which do not arrive from Panama.

The Panel also rejected Colombia’s request to denghe application of GATT Article XX “General Exgtions”
which allowed deviations from the general GATT ruile well justified “defence” cases.

The claim and the ruling on the basis of GATT A#i¥ is of great importance as in WTO'’s disputdlsetent history
no procedure has ever been commenced by a congaudirty for infractions to the freedom of trarmiinciple. This

dispute settlement decision has proven GATT's giitein transit matters both in respect of the tcadargo and the
related transport operation. There are howevetdarmany contracting parties to the GATT and ndiy on Central

America who do not duly consider the full meanirigAdicle V in its present state in particular foansport relations
and furthermore there is a danger that in coursehef on-going trade facilitation negotiations withihe Doha
Development Agenda the substance of the original GArticle will be watered down to prevent its ftguaccurate

interpretation for access rights to road freighhgit markets

6. Business organisation and structure of the market

Business structures often “over-write” formal stures like the ownership fragmentation of the rér@ight transport
sector.

6.1 Forwarders, contractors and subcontractors, cHaiprdracts, degree of fake independence

Hauliers and forwarders, as part of the logistigichconduct, in principle, different activities general, the forwarder
is in charge of the organisation and preparatiotogistic tasks permitting the carriage and othandiing of carried
goods. The haulier is in charge of the goods’ ptalsnovement and possibly other cargo manipulatiahe form of
value added services.

This differentiation seems to be superfluous temain degree since the two main activities argueatly conducted by
one and the same company (>> intra-company affair).

In many other cases, however, hauliers, in padicidmall-size ones do not have a “forwarding uaitd, vice versa,
forwarders, even larger ones, do not have a “prisglucinit” (>> external market-controlled relatigns

In an “ideal” situation, inter-company relationse dormalised by contracts directly established leefwthe interested
parties. In this case, the primary contract is eijhetween the shipper and the forwarder, lattgrisgy a second direct
contract with the haulier. The primary contract newsen be signed directly between the shipper aedhtulier.
Depending on the nature of the transport operatitis, may be a solid long-term contract, in otheses justa spot

authorization of the customs transit procedure will not be appropriate. Furthermore, the import declaration applicable to these imports
shall be presented prior to their arrival in the national customs territory but not more than 15 days in advance. If an importer does not
comply with these requirements, it is subject to special procedures under Colombia's Customs Code, including the detention of goods.
Panama considers that these restrictions are inconsistent with Colombia's obligations pursuant to Articles XI:1, Xlll:1, V:2, V:6 and I:1 of
the GATT 1994.”
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market arrangement. This type of direct relatiopsimay result in a high degree of integration on ti&rketplace
whereby business structures unite the formallyrfraigted freight transport operators into vast, rutitional and
complex logistics conglomerates.

Often however, direct contracts are substituted Isgries of secondary or intermediary sub-contraetthis case, the
classical direct relationship is replaced by a clwdisub-contracts.

This set-up can possibly result from:

« an over-supply on the road freight transport mankétere the real service provider is at the meffcsuperfluous
intermediaries

» significant differences between the structure efribad transport industry and the forwarding / geifsectors

Indeed, faced with the fragmented haulage secfoCfrapter 4.3), we find a highly organised and enconcentrated
sector of forwarders and complex logistic servicavygers.

The German example might serve as some evidente dbrwarders / complex logistics service providi@conomic
power in Germany, where according to Klaus andeR@ the size of the logistic sector (physical anghnisational
activities) equalled Euro 170 billion in 2004 (P2 of GDP!), a size comparable to top industrieshis country like
vehicle manufacturing, the health sector or machaaufacturing.

The top ten forwarders / complex logistics serviceviders alone realised an annual revenue of HO@ billion
(11.6% of the total market) in Germany, while thp 100 achieved Euro 44.7 billion (26.3%). The flyers grew at a
fast rate of 8-10% since 2001, to the detrimer8MEs achieving an important concentration effecthism market.

Comparable trends have been witnessed in Europd%f&U and 2 non-EU countries) whereby the vafu® logistic
market equals Euro 730 billion, with the top tempanies in charge of Euro 97 billion (13.3%) repragg a growth
rate of 25% since 2001.

As per the description by the German Federal Gdodssport Authority (BAG) of the main features grasition of the
various interconnected companies on the Germastlogharket, German companies may be classifieB And C as

24,
follows™ ;.

Transport-oriented

» Owner-drivers and small operators (A1) with fewsart 10 vehicles: these are almost exclusively sutbactors of
bigger transport companies, forwarders or exprassers in charge of traction from A to B; they anea weak
negotiating position and easily replaceable havingavailable investment resources; they have recdontact
with the shipper.

* Niche market suppliers (A2) such as special (heavypversize) cargo operators, car-carriers; thesehahly
appreciated by the shippers who maintain directaztrwith these specialists;

e  Traditional transport operators (SMEs) (A3) witlileet between 11 and 50 vehicles; these carry egtilar and
mainly regional operations and they are in diremtact with the shipper; they may operate evenrséwnall
warehouses; they are relatively well paid but they/not able to invest enough to enter market setgmequiring
more complex services; these SMEs are in dangeeiofy pushed out of their direct relations withpgleirs.

* Medium-size specialists (A4) concentrating on tpems and logistics in a given economic sector sash
construction, foodstuff manufacturing, car produoeti oil industry, or the chemical manufacturinge.ethey
develop together with the shipper and frequentlylesn subcontractors for transport / logistic adtes; the level
of dependence of this specialist and its subcotra®n the shipper is very high; the investmequirement is

challenging; special know-how is needed

Forwarding / logistic service provider oriented

* Medium-size forwarders (B1) dealing with freightf@rding, logistics, warehousing, cargo handlirgnsport
organisation (value-added services); typical exasyglre“small parcel” and “partial load” provideisperating a

23 Die “Top der Logistik” 2006, Peter Klaus und Christian Kille, 2006, Deutscher Verkehrsverlag, Hamburg
24 Marktbeobachtung Guterverkehr, Sonderbericht zum Strukturwandel im Giterverkehrsgewerbe, Budesamt fir Giterverkehr, 2005
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national or international network; they are in arencesilient position than the traditional hauljetsey operate
with a great number of subcontractors.

+ International Logistics Conglomerates or GlobalyBta (B2) are traditional forwardingompanies or the
recently developed international Express Carriefsimportant sizes; they have strong continental and
intercontinental linkages; they are market leaderdrolling conditions of competition.

e Transport commissioners (B3) mediating betweenpshignd transport operator; they do not own vebjdieey
are “opportunists” greatly dependent on market tgpraent;

* New logistic serviceproviders (C) with a very high level of integratiéamo the logistic chain of their clients,
representing high specific know-how and operatipecglised fleet and equipment.

BAG presents the German case according to the hadmplexity of logistic operations and that béir transport or

forwarder orientation. (Chart 19) Related inforroaton the trucking industry in Canada can be coeduh a framed
text. (Box 1)

Chart 19: Groups of Service Providers on the German Transport and Logistic Market
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Source: Marktbeobachtung Guterverkehr, Sonderbericht zum Strukturwandel im Guterverkehrsgewerbe, Budesamt fir Guterverkehr,
2005

The strong logistics & forwarding oriented playems the market are naturally most interested inZzireg existing
market relations and power positions using andnofgploiting the structurally weak transport-oreshtplayers,
materialising more and more often in an abusivencbisub-contractual relations.

In the era of debates on how to enhance servicktyqaad security in the supply chain together witle imperative
need to increase efficiency, economic and environaiesustainability of the transport and logistindustry, there
seems to be a need to correct unnatural imbalant¢ke market.

There are indeed means to counter the harmfultsftdcsuch structural imbalances, e.qg. via trartspapacity pooling.
SMEs, in particular owner-drivers, may want to jgimups of similar suppliers in order to strengtttegir commercial
power and their impact on market developments. foma of pooling may be the utilisation of existifggms like road
transport associations or groups established uh@dér auspices. Such groups may act on a permamead hoc basis
not only for sales but also for purchase purpobks,mass purchasing of vehicles and equipmentciypiog fuel at
preferential rates, providing reasonable leasingredit conditions, or purchasing materials anddyetc.

Pooling for sales purposes in the transport / taismarket and its modalities are less kndwrOne of the united
functions may be joint canvassing coupled with aprapriate tool to distribute orderamong pool members.

25 . Lo
There was such a special case of cut wood transportation in Finland a few years ago.
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Developing such structures would help avoidingribed to use freight exchanges which though mayebge wseful for
integrating the market are sources of serious problsuch as price-cutting or economic crime.

A further means for diminishing harmful market dieyenents could be the adoption of admission cetdar the
forwarding sector. In some countries such admiss@temes (licensing) exist, in other ones suchirepents are in
place at associative level. By contrast, therevisuch regulation in a great number of countrieisnportance, given the
role transport and logistics play in their econor8pme sort of a harmonised regulation seems toebessary while
problems should be solved related to the heteragenprofile of the forwarder / logistic service wga@s well as to the
fact that SME forwarders may have difficulties cieg the hurdle of admission. This may lead to athier
concentration of economic power (monopolies) iraaady highly concentrated market. In this respeinforcing the
implementation of general anti-monopoly / fair catifion rules should be promoted accompanied byaiites
rejecting abusive mergers and / or sanctioning iufampetition practices (price dumping, agreed kaadivisions,
etc.). It particularly disturbs markets if statered and state-subsidised companies, like railwaysostal services,
acquire their market competitors. This type of asitjons should be prohibited. (Box 2)

State controls should be further enhanced to ptewamsforming” employees (drivers) into fake ip@mdent status as
an often illegal means to “save” social securitg @ension fund contributions by the company. Beysiade controls,
transport associations may introduce their ownmenendations for fair market conduct together wihrfctioning” at
association level.

The legal responsibility of all players in respetitontracted operations should be shared ouy/fhylall players. The
accent should be placed on maintaining legal resipiity regarding the person of the primary contual operator (the
one who signs the contract with or accepts the @mi@nfiom the real shipper).

It is worth mentioning in this chapter that the &uean Commission (EU) has just recently publishetéraler
invitation26 to carry out an analysis of the roadllage market as required by Regulation (EC) N@D09.

The European Commission states: “Although smathdipredominate in terms of numbers in the roaddwukector,
there appears to be a considerable and growingeotration in turnover and assets, especially oheeekistence of
extensive sub-contracting is taken into considengtiThe questions to be discussed in this EC sardy among other
things:

« the extent of subcontracting in the sector togethigr the nature and role of strategic alliancetsveen hauliers,
shippers and freight forwarders

* how does subcontracting work in practice? Subcotitrg may take the form of long term contracts efeval
years, possibly even including financial assistaoeerds the purchase of vehicles or the provisioa vehicle, or
spot contracts for single loads.

« what are the developments in the typical or pr@wgiggeneral contracting terms and conditions, thgotiation of
individual contracts versus the use of fixed freifprwarders' agreements, the evolution in averdgiation of
contracts?

» special attention should be paid to the transpperations that take place within multinational camies even if
they are carried out by third party service prowsdéHow big a share of the national and internatidraulage
markets do intra-company movements represent?

» the ownership structure of and control over haukagterprises registered in the Member States tire¢d the EU
in 2004 and 2007 should also be explored. It isigid that a share of the road haulage capacityeiset countries is
owned and effectively controlled by hauliers opegtin the old EU-15 Member States but taetent of this
phenomenon is not possible to judge based on dlaileansport statistics.

26 |vitation to tender No. MOVE/D1/2011/483-1 concerning "A preparatory study for the Commission report on the state of the
EU road haulage market"
http://ec.europa.eu/dgs/transport/tenders/index_en.htm
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Box 1: Trucking Industry Structure in Canada
As a whole, the industry generated an estimatedo$ah in revenues in 2005.

In 2005, rankings by revenue of the 100 largeshfoe trucking operations in the United States @adada included si
Canadian carriers.

In 2006, based on total number of fleets’ unitg tbp 10 for-hie trucking companies? in Canada were

TransForce Income Fund (15,500 units); Contransrire Fund (8,380 units); TransX, Winnipeg, Manitdqdz860
units); SLH Transport, Kingston, Ontario (4,800 ta)i Challenger Motor Freight, Cambridge, Ontado780 units);
Day and Ross Transportation Group, Hartland, NewnBwick (4,186 units); Robert Transport/Groupe Rpb
Boucherville, Quebec (3,810 units); Paul’'s Haul@gup, Winnipeg, Manitoba (3,700 units); Trimac fisportation
Services, Calgary, Alberta (3,600 units); and Can@adrtage Diversified Income Fund, Mississaugaafmt(3,400
units).

The year 2006 saw changes in the industry (acoprisitstrategic alliances and mergers of motorner):

Owner-operators own and drive their own trucks and operate as|smdgépendent for-hire truckers hauling trailers
other carriers or directly for a shipper. By usiogner-operators, trucking companies can expandoantract their
capacity in response to changing market conditibhere were an estimated 36,000 owner-operatdfsirada in 2005

Couriers and parcel-delivery firms are considered to be pétrucking activity because they operate trucksd
provide some of the same services as for-hire eratriHowever, there are relatively few trucks usedhe courier

industry — approximately 2,200 — as most companies small cube vans, automobiles and even bicyoles

deliveries. In 2005, the courier industry generatedstimated $6.4 billion in total revenues, basedverage volume
of 2.4 million packages per day. There are appratéhy 20,000 small courier companies that geneeatenues less
than $1 million annually. While accounting for 9@rpgent of the total number of courier companieesé companie
generate only 18 per cent of total courier revenues

Private trucking is that part of the industry notvered by the for-hire segment (practically OAT efmenent by the
author). At $30.2 billion, the estimate for privateccking is better viewed as the operating cos$tiueks for these
companies. Caution should be exercised in usirgetstimated value.

In terms of revenues, general freight carriersiocomtto dominate the for-hire sector, accountingailmost 60 per cen
of for-hire revenues in 2005. Specialized freigttaunted for 17 per cent of total revenues.

Since 1991, total revenues have tripled. Largeiear(earning between $12 million and $25 millionpwever, have
seen the proportion of their revenues increase ftarper cent in 1991 to 21 per cent in 2000 to ain28 per cent in
2005.

Source: http://www.tc.gc.ca/eng/policy/report-aca-anre2006-7d_road-industry-eng-294.htm Date Modified: 2010-03-15

@
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Box 2: State and partly state-owned companies distort etitigm in the European freight forwarding and kiigis
market — The consequences which threaten the egestf privately financed companies

In the business sector third party logistics congmmprovide logistics services for their customesing their own
capacity and resources. Among the top 10 of thfgontant sector (which comprises about 80 per cktiteoturnover of
logistics providers) there are four partly statemed or entirely state-owned companies: Deutsché Rfasld Net
(DPWN), Schenker, Geodis and TNT Logistics. (Graph Box 2)

Graph 1 : The largest third party logistics providers (3Pi)Europe in 2002

44



Informal document No. 2
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Even more serious is the market power clearly Hmidpartly state-owned or entirely state-owned camgs in
European land transport even though this markeeagpdifferent: Danzas belongs to Deutsche Postid\det,
Schenker to Deutsche Bahn AG, Geodis to the Fretath railways and ABX to the Belgian state railsiaysraph 2 in
Box 2)

Graph 2: The largest land transport companies in Europ@d22
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Source: Stinnes, BayernLB Research, 2003

The partly state-owned and state-owned companiéReirforwarding and logistics sectors have for mgegrs used
their financial and political advantages, not aalalié in any way to private sector companies toeggively

* Take over private sector competitors or logisties/ige providers ... with the goal of creating contglemarket cover
at almost any price (predatory competition) and

* Gain market share so that existing or newly-acquipacity is fully used even at the lowest prigeice dumping

The partly state-owned and state-owned companiad)lynrailway and postal service operators, havesed serious
distortion to competition by using state financeerenues from state-protected monopolies sucéties deliveries.

The use of earnings from monopolies for cross-sliksiion as well as the use of state subsidies asicescribed in th
examples of Deutsche Post World Net or ABX Logsstitave led to massive distortions of competitionttie
disadvantage of privately-owned forwarding andstigs companies.

D

The EU Commission has only made a tentative rea¢tionon-permitted cross-subsidies and illegal islifs such as in
the cases of ABX and Deutsche Post World Net.

In late July 2003 the EU Commission decided to stigate state subsidies of 252 million euros gibgrthe state-
owned SNCB for the restructuring of ABX. This suomprised a bridge loan of 140 million euros andswéching of
112 million euros of debt into equity.

As soon as late August 2003 the EU concluded thiat involved non-permitted state subsidies ... wodistort
competition and give an unfair competitive advaatagABX companies in Germany, France and the Nigthds. As a
first step, the EU stopped further financial supgiam the parent company SNCB.

The monopolistic and concentration trends describedn that equal business opportunities and freexfahoice have
been partially lost. ... many successful private canigs have been taken over, while other privatepeomes have
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been forced out of business by the pricing poliecied aggressive market pressure from partly stateed and stater

owned companies.

The attempts by partly state-owned and state-oveoegpanies to cement their monopolies have leftrdieaks with
the following consequences:

Reduction of logistics services offering completeerage of all areas, which could for example leadn inferior
service level for rural companies and populations.

Loss of diversified services as private sector aidperators are pushed out of the market as pathe
concentration process.

Destruction of transport networks built up by ptevaompanies (for example the Swedish forwardingmamy
ASG, whose European network of partners was destraynd operations were taken over by Danzas, adsays
of Deutsche Post World Net.)

Increasing transfer of privately-financed transgortl logistics companies into sub-contractor stafuarge partly
state-owned and state-owned companies.

High price and cost pressure creates a dangee tedfiety and quality of transport and logisticvisess.

Measures required re-establishing ... fair competition:

1.

2.

State support paid to state or semi-state compamitge rail and postal industries, which are segkb establish
themselves in the transport and logistics sectoust remain an exception. ...

If state support or other assistance is paid tp helsuch organisations, this may not be misusedtfwer purposes
such as being directed towards the expansion iatesport and logistics or building up such existiagivities of
semi-state-owned and state-owned companies. Sughsenshould be forbidden and closely monitored.

Use of revenues/profits from monopolies, staterfa@gaor state support for company take-overs oresizdaing
purchases in the transport or logistics sectord imeiglosely controlled at national and Europearlie Conditions
for takeovers of or shareholding purchases in pgicampanies by state-owned organisations mustdmésply laid
down. Take-overs or shareholding purchases by stté-owned and state-owned companies should anl
possible when they take place under the same domnslitinder which privately-financed transport andidtics
companies would make such take-overs or sharefpjuinchases.

Equal opportunities between privately-financed $port and logistics companies and semi-state-ovamedstate-
owned companies must be restored. The previoudigeaby semi-state-owned and state-owned compaofie
purchasing freight forwarding and logistics comganiat excessively high prices or buying sharehgitiat
excessively high prices must be stopped if thenfieacomes from other sectors, such as from monaaotyings. If
necessary new legislative rules must be createdgare fair competition in this respect.

Take-overs of or shareholding purchases in frefghwarding and logistics companies by semi-stat&exvand
state-owned companies should fundamentally noteomigted if the semi-state-owned and state-ownedpemies
are making losses and can only rise the purchése lpy using state loans, guarantees or using sther support.

Necessary sanctions must be taken against the eronitped use of state support which has taken payzenst
current EU law. The EU Commission should seek &rsgpayment of non-permitted state support alrgzadgt out

and ban further nepermitted support. Sanctions should be used wharpeanitted state support is not repaid
time and when EU Commission guidelines on provisibstate support are not obeyed.

Source: Verein zur Férderung des Wettbewerbs und lauteren Verhaltens im Speditions-, Logistik- und Transportgewerbe e.V., KéIn, and
H.A.L.T.E., Honorable association de transporteurs et logisticiens européens, Paris, 2004
http://mww.wettbewerbsverein-koeln.de/fileadmin/user_upload/Schlussfassung_Weibuch_GBR.pdf

y b

6.2

Market situation in partner sectors

The haulage and logistics sector does not exigsdlation and it is continuously exposed to theeendl world. Its
partner industries have an enormous influence eretvel of openness and structural changes irséutor.

On the haulage and logistics sector’'s demand s&lseg shippers operating as trading and / or indusbmpanies or
agricultural farms, etc., with or without own-acobutransport activities. On the supply side we fimehicle

manufacturers and related trading companies, tyneufacturers, spare-parts supply networks, velédienical support
and various roadside services (first and foremost fi@lion networks), road construction and mainteearmmpanies,
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insurance companies and even state institutiongplging” this sector’s regulatory legislation as well as liempenting
and enforcing laws such as determining and didirigunternational transport permit quotas, etc.

Any restrictions imposed on or driven by any ofsag@artner sectors have a direct impact on thé ¢é\apenness of the
haulage business. If for example there are impstrictions on modern heavy goods vehicles in aguthis has a
negative impact on the haulage industry. If axlégivelimitations on the roads, “supplied” by roadnstruction and
maintenance companies and last but not least ateiténistration, are too excessive, this happerseta limitation on
haulage activities.

We may quote again the restrictions of bilaterahpesystems already discussedGhapter 5.2.1 and poimnce more
to its rigidity as “supplied” by state administiati to the haulage sector which in principle shaulelet the arduous
requirements of rapidly growing international maaatfiring and trading corporations on the demand. sithe latter
often want cargo to be carried first between tpedduction sites and sales subsidiaries that utodiery’s circumstances
can very easily be located in different countrigsntto the consignor’s premises in a further cquiithin the highly
restrictive bilateral permit systems national autfes can however easily find a pretext from angport bureaucratic
point of view to make such complex logistics operat very difficult if not impossible.

Permit bureaucracy should be done away with duentin to changing structures of global productivade and
finance (e.g. invoicing) operations, value-addegidiics services; haulage should follow these changatterns and
should not be inhibited in doing so by administratrestrictions, such as the prohibition of usebitditeral transport
permits if for due logistical or business reasdms origin of the cargo and/or the transport andher commercial
documents does not correspond to formal requiresnest narrow-minded international freight transport
administration/authorisation models.

Beside straight restrictions, even the concentndgwel in partner sectors should seriously benahké consideration.
If market power is highly concentrated in an impatt partner sector, e.g. vehicle manufacturing gsugide) or

garment manufacturing or perishable foodstuff mgdidemand side) in a country or a group of coastrihe haulage
and logistics sector tries to adapt its own stmgctio that of the partner industries in order toibean efficient

negotiating position when it comes to its purchasesales. In such cases a parallel concentrationaulage and
logistics seems to be predictable (cf. Chapter év@n if a too high level of concentration risksiring against the
desirable openness in road transport, i.e. thisga®may lead to the development of unwelcomelsan®nopolies or
oligopolies in the haulage and logistics sectalfits

A special category of partner industries should &le mentioned here, namely the intermodal patta@esport modes:
the railway, inland waterway and sea transport atpes. These transport modes are much more coateshtthan
haulage as said in Chapter 4. Therefore, if a Bawiants to become a business partner to much bagugrators in
other modes in the framework of intermodal operatjdt should also become big enough not to beeddean inferior
player in such operations. Another external insitigato grow big in the haulage and logistics secto

Concentration of various industries has long beebjest to various investigations and efforts of meament.
According to Wikipedi%\7 the definition of the so called concentration rai@m be drafted as follows:

“In economics, a concentration ratio is a meastitbetotal output produced in an industry by aeginumber of firms
in the industry. The most common concentratiorosatire the CR4 and the CR8, which means the fadittea eight

largest firms. Concentration ratios (often useddambination with the so called Herfindahl-Hirschnmadex (HHI)28,

27 Concentration of industries

http://en.wikipedia.org/wiki/Concentration_ratio ; http://en.wikipedia.org/wiki/Concentration_ratio#cite_note-statistics.gov.uk-4
28 The Herfindahl index (also known as Herfindahl-Hirschman Index, or HHI) is a measure of the size of firms in relation to the
industry and an indicator of the amount of competition among them. Named after economists Orris C. Herfindahl and Albert O.
Hirschman, it is an economic concept widely applied in competition law, antitrust and also technology management.[It is defined
as the sum of the squares of the market shares of the 50 largest firms (or summed over all the firms if there are fewer than 50)
within the industry, where the market shares are expressed as fractions. The result is proportional to the average market share,
weighted by market share. As such, it can range from 0 to 1.0, moving from a huge number of very small firms to a single
monopolistic producer. Increases in the Herfindahl index generally indicate a decrease in competition and an increase of market
power, whereas decreases indicate the opposite. http://en.wikipedia.org/wiki/Herfindahl_index
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are usually used to show the extent of market obwfrthe largest firms in the industry and to slitate the degree to
which an industry is oligopolistic.”

CR 0% means perfect competition, while CR100% twtahopoly situation.

The quoted source presents a few CR5s (the shahe & largest firms in the sector) for UK indussriof which here-
below are presented a few that appear to be impati@nts of the haulage and logistics sectorb(@d)

Table 4: Concentration rate in UK industries (CR5),2004, %

Sector High CR5, % Low CR5, %
Sugar 99
'Tobacco products 99
Gas distribution 82
Oils and fats 88
Confectionery 81
Man-made fibres 79
Soft drinks and mineral waters 75
Pesticides 75
Weapons and ammunition 77
Metal forging, pressing 4
Plastic products 4
Furniture 5
Construction 5
Structural metal products 6
\Wholesale distribution 6
General purpose machinery 8
Wood and wood products 9

Sourceinfo@ons.gsi.gov.ukeferenced by http://en.wikipedia.org/wiki/Conaation_ratio#cite_note-statistics.gov.uk-4

It is extremely interesting to see various CR Isvier the transportation and warehousing sector as well hedsded

air freight transportation in the 38 which indeed confirm the high concentration leviels road freight transport’s
sister modes.

29 http://www.census.gov/econ/concentration.html

48



Informal document No. 2

In this country, there is a striking differenceveén the CR levels of the various transport modescentration in the
transportation and warehousing mode seems to benesium while those of scheduled freight air tramtgtion, deep
sea freight transportation as well as coastal areat3 akes boat transportation are all much higheugh at various
degrees in 2007. (Table 5)

Similar data for Europe are presented in the rebiet (Table 6) Further investigations in othert@exand countries as
well as that of the inter-relationships betweenviitbal industry CRs would be desirable.

Table 5 Transportation and Warehousing / Scheduled freightair transportation / Deep sea freight
transportation / Coastal and great lakes freight tansportation: Summary Statistics by Concentration 6 Largest
Firms for the United States: 2007

Sls/rcpts/rev of largest firms as % of tot sls/rcpt sirev (%)
Firms Transportation and Scheduled freight air Deep sea freight Co;sktgls'cflrnec: g}j]rteat
Warehousing transportation transportation transporta?ion
All 100.0 100 100 100
4 largest 17.2 53.2 40.0 28.3
8 largest 25.2 66.5 55.9 40.0
20 largest 34.9 82.6 76.4 62.5
50 largest 42.7 93.9 94.0 85.2

Source: http://factfinder.census.gov/serviet/|IBQ&abbm=y&-ds_name=EC0748SSSZ6

Table 6: Key figures on the European logistics mark et by segment, 2006

Market Size Outsourced Sum of Top Concentration

(in bn. €) Size 10 degree
{in bn. €) {in bn. €) (regarding

outsourced

market. in %)
Bulk Logistics 803 442 8,8 20%
General Cargo 723 398 13,0 33%
LTL 32,1 289 11.3 39%
Special = 7
Traranattition 723 325 9.8 30%
CEP 48,2 458 356 78%
Contract Logistics 3133 783 31.1 40%
Warshousing and 88,4 22,1 B84 38%
terminal activities
Ocean Freight 643 578 56,8 98%
Air Freight 321 30,5 220 72%
Mail 59.0 59,0 51,2 87%

Source: Klaus/Kille 2007

Source: Final Report Statistical coverage and economic analysis of the logistics sector in the EU (SEALS) Prepared for the European
Commission, DG Energy and Transport by ProgTrans AG; ECORYS; Fraunhofer ATL; TCI Réhling — December 2008 quoting Klaus, P.
& C. Kille (2007), Top 100 in European transport and Logistics Services
http://ec.europa.eu/transport/strategies/studies/doc/2008_12_logistics.pdf

7. Level of implementation of legal instruments on in¢rnational road
transport facilitation, problems related to non-harmonised rules and their
uncoordinated application

http://factfinder.census.gov/servlet/IBQTable?_bm=y&-ds_name=EC07485S5Z6
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The degree of openness of a country’s haulagerséepends very much on the implementation of nawétilal transport
and related conventions. A basic indicator of #heel of implementation of road transport facilitetiinstruments is for
example whether or not the country concerned haedstl to important international conventions. Eirercase of
accession or adoption a further question is whethiercountry has entered reservations of apptaodfisuch is legally
possible regarding the instrument concerned. Binalie real question is the level of daily implenzsion of

international legislation by Contracting Parties.

Here-below, we present the state of accession bl CBNmember countries to a few important transpornventions
like, CMR, harmonisation of frontier controls of gis, TIR, AETR, ADR and ATP as well as the UNECHaihd
Transport Committee’s Consolidated Resolution @Rhcilitation of Road Transport [R.E.4]. We slaaltl information
on the state of accession to the World Trade osgdion’'s GATT and GATS agreements. (Chart 20)
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Chart 20: Contracting Parties to selected UNECE andVTO Legal Instruments
CMR

Albania, Armenia, Austria, Azerbaijan, Belarus, gfelm, Bosnia and Herzegovina, Bulgaria, Croatiapr@y, Czech Republic, Denmark, Estonia, Finlandnée, Georgia, Germany, Greece, Hungary, Irannfisi&epublic of), Ireland,
Italy, Jordan, Kazakhstan, Kyrgyzstan, Latvia, lredrg Lithuania, Luxembourg, Malta, Mongolia, Morggmno, Morocco, Netherlands, Norway, Poland, Pottugdaldova, Romania, Russian Federation, Serbiayaia, Slovenia, Spain,

Sweden, Switzerland, Syrian Arab Republic, TajistThe former Yugoslav Republic of ia, $imiTurkey, Tt i Ukraine, United Kingddsabekistan

¥ ar

iy
1

Harmonisation of frontier controls of goods

Albania, Armenia, Austria, Azerbaijan, Belarus, giem, Bosnia and Herzegovina, Bulgaria, Croatigh&(Cyprus, Czech Republic, Denmark, Estonia, Rihl&rance, Georgia, Germany, Greece, Hungary,(Istmic Republic of),

Ireland, Italy, Jordan, K ay , Baople’s Di ic Republic, Latvia, Lesothogtidn Lithuania, Luxembourg, Mongolia, Montenedxetherlands, Norway, Poland, Portugal, Republidofdova, Romania, Russian
Federation, Serbia, Slovakia, Slovenia, South Afr8pain, Sweden, Switzerland, The former YugoRepublic of Macedonia, Tunisia, Turkey, Ukrainejtgd Kingdom, Uzbekistan, European Community

b

Tr,‘.

i L

TIR

Afghanistan, Albania, Algeria, Armenia, Austria, Azerbaijan, Belarus, Belgium, Bosnia and Herzegovina, Bulgaria, Canada, Chile, Croatia, Cyprus, Czech Republic, Denmark, Estonia, Finland, France, Georgia,
Germany, Greece, Hungary, Indonesia, Iran (Islamic Republic of), Ireland, Israel, Italy, Jordan, Kazakhstan, Kuwait, Kyrgyzstan, Latvia, Lebanon, Liberia, Lithuania, Luxembourg, Malta, Mongolia, Montenegro, Morocco,
Netherlands, Norway, Poland, Portugal, Republic of Korea, Moldova, Romania, Russian Federation, Serbia, Slovakia, Slovenia, Spain, Sweden, Switzerland, Syrian Arab Republic, Tajikistan, The former Yugoslav
Republic of Macedonia, Tunisia, Turkey, Turkmenistan, Ukraine, United Arab Emirates, United Kingdom, United States, Uruguay, Uzbekistan, European Community
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AETR

Albania, Armenia, Andorra, Austria, Azerbaijan, Belarus, Belgium, Bosnia and Herzegovina, Bulgaria, Croatia, Cyprus, Czech Republic, Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Ireland, Italy,
Kazakhstan, Latvia, Liechtenstein, Lithuania, Luxembourg, Malta, Monaco, Montenegro, Netherlands, Norway, Poland, Portugal, Moldova, Romania, Russian Federation, San Marino, Serbia, Slovakia, Slovenia, Spain,
Sweden, Switzerland, The former Yugoslav Republic of Macedonia, Turkey, Turkmenistan, Ukraine, United Kingdom, Uzbekistan

ADR

Albania, Andorra, Austria, Azerbaijan, Belarus, Belgium, Bosnia and Herzegovina, Bulgaria, Croatia, Cyprus, Czech Republic, Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Ireland, Italy, Kazakhstan,
Latvia, Liechtenstein, Lithuania, Luxembourg, Malta, Moldova, Montenegro, Morocco, Netherlands, Norway, Poland, Portugal, Romania, Russian Federation, Serbia, Slovakia, Slovenia, Spain, Sweden, Switzerland,
The former Yugoslav Republic of Macedonia, Tunisia, Turkey, Ukraine, United Kingdom
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ATP

Albania, Andorra, Austria, Azerbaijan, Belarus, Belgium, Bosnia and Herzegovina, Bulgaria, Croatia, Czech Republic, Denmark, Estonia, Finland, France, Georgia, Germany, Greece, Hungary, Ireland, Italy,
Kazakhstan, Latvia, Lithuania, Luxembourg, Moldova, Monaco, , Morocco, Norway, Poland, Portugal, Romania, Russian Federation, Serbia, Slovakia, Slovenia, Spain, Sweden, The former
Yugoslav Republic of Macedonia, Tunisia, Ukraine, United Kingdom, United States, Uzbekistan

= 3

-

Source: for all above charts http://live.unece toags/conventn/agreem_cp.html#21

WTO GATT and GATS

Albania Angola Antigua and Barbuda Argentina Armenia Australia Austria Bahrain, Kingdom of Bangladesh Barbados Belgium Belize Benin Bolivia,
Plurinational State of Botswana Brazil Brunei Darussalam Bulgaria Burkina Faso Burundi Cambodia Cameroon Canada Cape Verde Central African
Republic Chad Chile Democratic Republic of the Congo Denmark Djibouti Dominica Dominican Republic Ecuador Egypt El Salvador Estonia European
Union (formerly European Communities) Fiji Finland France Gabon The Gambia Georgia Germany Ghana Greece Grenada Guatemala Guinea
Guinea Bissau Guyana Haiti Honduras Hong Kong, China Hungary Iceland India Indonesia Ireland Israel Italy Jamaica Japan Jordan Kenya Korea,
Republic of Kuwait Kyrgyz Republic Latvia Lesotho Liechtenstein Lithuania Luxembourg Macao, China Madagascar Malawi Malaysia Maldives Mali
Malta Mauritania Mauritius Mexico Moldova Mongolia Morocco Mozambique Myanmar Namibia Nepal Netherlands New Zealand Nicaragua Niger
Nigeria Norway Oman Pakistan Panama Papua New Guinea Paraguay Peru Philippines Poland Portugal Qatar Romania Rwanda Saint Kitts and Nevis
Saint Lucia Saint Vincent & the Grenadines Saudi Arabia, Kingdom of Senegal Sierra Leone Singapore Slovak Republic Slovenia Solomon Islands
South Africa Spain Sri Lanka Suriname Swaziland Sweden Switzerland Chinese Taipei Tanzania Thailand Togo Tonga Trinidad and Tobago Tunisia
Turkey Uganda Ukraine United Arab Emirates United Kingdom United States of America Uruguay Venezuela, Bolivarian Republic of, Viet Nam
Zambia Zimbabwe
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<)

Source: for this chart http://www.wto.org/englistefvto_e/whatis_e/tif_e/org6_e.htm

As might be seen most of the European countrieg la@eeded to basic UNECE facilitation instrumemtd #his is
certainly a positive phenomenon. It is the Cenaisibn region within the geographic scope of the \@Eand its direct
neighbourhood where further efforts are still nseeg. Countries absent as Contracting Parties éooormore of the
basic legal instruments are Armenia, China, Geogriylangolia and Turkmenistan. Many outstanding asioss
concern WTO agreements, GATT and GATS.

The Consolidated Resolution on the FacilitatiorRofad Transport [R.E.4 of the UNECE] is just a repwndation

even for governments that have fully adopted iks ite 2004. If this type of a facilitation instrumewere drafted and
adopted as a legally binding legal instrument itildccertainly prove to be a powerful instrumentueisg) a more open
system of access to various segments of the intenad road transport market for UNECE member coast hauliers.

However even in the present state of a recommedtiiere are a number of reservations to a nunfties provisions.

(Annex 2) The ten countries having entered numeressrvations, some of them in key transit posjtame: Austria,

Finland, Germany, Hungary, Netherlands, Polandiugat, Russian Federation, Switzerland and Tutkey

It may be of some interest to mention a not veryl weown UNECE convention on similar issues, namely
Economic Regulations of Road Transport of 1954hwihly four Contracting Parties: France, Greecalyland
Norway. This legal instrument is not yet in foraedahas obviously no chance for future applicatibis certainly by
far not the best example of a facilitation toolgisidition it has widely been superseded by subsgqueventions like
AETR, the Green Card system, ATP, or CMR, but ifirdiely represents a respectable effort of harmiog and
streamlining conditions of international haulagehiea early 1950s.

It is of great relevance to monitor the follow-upNBCE member governments intend to give in this eespo the

initiative of the Republic of Turkey tadjust bilateral agreements to binding internatibm@nventionsin order to

facilitate transit cargo movements in the UNECEigrd proposal for a draft convention to align bl agreements
on international road transport with the mandatotgs of multilateral instruments governing intefoaal road transit
—cf. Chapter 5.2

It is a highly complex matter to review th&fective implementation and the level of interoradl harmonisation of such
implementationin the countries concerned like e.g. the methodsroafd-side traffic checks and the ways of
enforcement, including possible sanctions as welthe right to and conditions of appeal againstsifats of the
authorities, as assured and performed by compeigimnal authorities. In this context it is remdileathat most
UNECE conventionsdo not dispose of application clausesxd this makes the introduction of international
harmonisation measures extremely difficult. TH® Conventioris to the contrary very much alive and the madifol

30 http://live.unece.org/trans/conventn/agreem_cp.html#30 http://live.unece.org/trans/conventn/legalinst_30_OLIRT_ER.html
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implementation problems over the last few decadsslate among other things a low degree of cootidinaof
implementation among Contracting Parties to thevention. Uncoordinated national practices of corwgynder the
TIR system, or past demands of certain countrieségeral TIR Carnets to be used in case the ca@stoms value
supersedes the TIR guarantee limit, or the ladkndfersal provisions on the national applicatiorihaf TIR convention
(partially compensated by the harmonisation corigardn frontier controls of goods or the WCO's Kyatonvention),
or the lack of general agreement in relation to Thie system’s computerisation, etc., are just a Esw@mples of
application and coordination problems.

Thanks to the different nature of th#J as a supra-national integration groupractically all pieces of legislation
involve the right of the European Commission (E&Jgkercise some sort of a check on the implememntatnd related
harmonisation level of the piece of law in questionthe 27 Member States. The question may howbeepme
extremely complicated through the application ie Bl of thesubsidiary principlewhich allows a certain degree of
freedom to Member States in a number of regulagsyes. This may lead even in the EU, not to spdéakit non-EU
UNECE regions, to a low level of harmonisation aferimplementation and enforcement like for exampleen
determining the typology of infractions againseimational law and fixing related sanction levéls.an example the
issue at stake is presented here by the widelyrgiivg national practices of sanctioning for inframgents against
driving and rest time rules in a few EU memberestadnd even certain non-EU countfigghe latter applying the
UNECE’s AETR agreementCharts 21 and 22

Chart 21: Infringement of EU and national/AETR rules regarding driving and rest periods, sanctions agast
drivers, Euros (logarithmic vertical axle)
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WEEGIUM WBULGARA WFRANCE WGERMANY WHUNGARY WUTHUAN BROMANA BUK WEELARUS WESTOMIA WUTHUANIA WRUSSA ®SWITZERLAND mUK

Source:Sanctions for Infractions against Rules governimyibg and Rest Times and the Use of the TachogrBeport by Dr Judit Somld, lawyer,
MKFE (H), for the IRU Commission on Legal AffaitGeneva, 24 February 2011

Chart 22: Failures to use the required recording egipment, sanctions against drivers, Euros (logaritiic
vertical axle)
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Source:Sanctions for Infractions against Rules governimyibg and Rest Times and the Use of the TachogrBeport by Dr Judit Somld, lawyer,
MKFE (H), for the IRU Commission on Legal AffaitGeneva, 24 February 2011

In today’s insecure worlttansport securityis on the top of the transport policy agenda. daginumber of special legal
instruments have been adopted and implemented hanea the security of the logistic chain at natioaad

s Sanctions for Infractions against Rules governing Driving and Rest Times and the Use of the Tachograph, Report on results of an
IRU survey by Dr Judit Somld, lawyer, MKFE (H), for the IRU Commission on Legal Affairs, Geneva, 24 February 2011
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international levels. New legal tools have been tputise in particular for aviation and sea transpdrile in land
transport, apart from novel customs related meas(ga. the introduction of the status of the appdoeconomic
operator) and the application of new security stadsl (e.g. ISO 28000), it has been discovered tti@tproper
implementation of existing facilitation instrumentée those of the UNECE, automatically contritaute increasing
security in transport and logistics operations. 9 facilitation and security have become two sidethe same coin
whereby striking the right balance between onetaeidther becomes the crux of the matter. Operings® industry
remains highly dependent on whether or not suchlanbe is found in the countries concerned.

8.  Economic costs of bureaucratic inefficiencies andrueasonable regulatory
restrictions

8.1 Example of border delays

Waiting times at borders being measurable withagertase (e.g. via time measurement) are oftendemesl to be a
litmus paperexpressing economic costs of bureaucratic inefficies and unreasonable regulatory restrictioasttie
closed conditions of market access. AccordinBaballand, Kunaka and Giersiffg

“Delays at border-crossings such as Beit Bridged®ocrossing point between Zimbabwe and SoutheAfricomment
by the authdrand Chirundu (border crossing point between Zamabid Zimbabwe- comment by the autidnave also
a great impact on road transport sector profitgbilndeed, they drastically increase the numbedayfs trucks stay
idle, therefore increasing fixed costs per day tfee trucking company. However, delays at bordessirgs vary
considerably.

They may range from few hours to 4-5 days. Meastar@mprove border-posts operations are thereiedylto have a
significant effect on transport costs, throughgni§icant increase in the yearly mileage.”

The experience dRU’s NELTIProject (Phase 1) was similar on routes betweea #&sd Europ&. In NELTI 1 it was
found that almost 40% of the total transport tinael lbeen spent by the pilot transport vehicles wdling at borders
(Chart 23

Chart 23: Time management of pilot transport operatons in the IRU NELTI Project 1, 2008-2009

Time en route and Delays at border cross-
technical stoppages ings
60,3%

Source: http://www.iru.org/cms-filesystem-actiofefimix-publications/Nelti-Report2010.E.pdf

There have been a number of efforts to expressirties lost at borders imonetary termsf for nothing else but to
prove the high rate of return of improvements indeo crossing procedures and physical facilitiedc@ations for the

32 The Impact of Regional Liberalization and Harmonization in Road Transport Services: A Focus on Zambia and Lessons for
Landlocked Countries, Gaél Raballand, Charles Kunaka, Bo Giersing, Policy Research Working Paper 4482

The World Bank, Africa Transport Department, Africa Sustainable Development Division, January 2008
http://wwwwds.worldbank.org/external/default/WDSContentServer/IW3P/IB/2008/01/22/000158349_20080122152417/Rendered/PDF/wps4482.
pdf

33 Final Report, Analysis of monitoring data collected on NELTI Project Routes in 2008 — 2009, Undertaken by NEA Transport Research
Institute (Netherlands) in cooperation with the International Road Transport Union (IRU), 2009 http://www.iru.org/cms-filesystem-
action?file=mix-publications/Nelti-Report2010.E.pdf
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TIR traffic which in principle should enjoy prefertéal treatment and facilitated border crossingvehthat calculating
with the rough average of one hour of waiting of@ynodest assumption) for customs and other checkbe number
of used TIR carnets in the Central-European regiothe period of 1998-2005 resulted in a directficial loss to
transport operators of USD 3.5 billion, i.e. momart USD 0.4 billion a year. An appropriate multplion factor
should be used to calculate total direct and imdli@sses to the whole econothyTable §

Table 7: Lost Value of Border Waiting Times, TIR Traffic, 1998-2005

Indicator Value*
Average number of TIR carnets issued per year 24843
Minimum number of border crossings in the TIR sgsfeer year 8'770'443
Total waiting time, hour per year, for TIR traffic 8'770'443
Value of an hour lost per truck, USD per hour 50
Total lost value peyear, TIR traffic, USD 438'522'188
Total lost value** 1998-2005, total TIR traffic, US 3'508'177'500

* EU25 External, EU4, CIS & Balkan Bordefi998-2005

**Direct costscan doublglor more) through losses to producers and tradeatsiding lost opportunities due to longer anddliable transport time,
thus: total USD 7.0 billion.

In history there have been a few exampledaiers physically disappearingith an extremely beneficial impact on
cross border traddlrice Waterhouseeported on the earnings gained from dismantlitgrnal EU borders in 1992.
According to its finding® lifting borders saved traders ECU 5 billion a y&¢dihe cost to road hauliers of waiting time
at frontiers in 1992 may have been in the regioB©8 900 million. Residual waiting times today n&iyl cost around
ECU 50 million”, i.e. the direct saving for haukewas ECU 850 million. Greatest savings were acuewn the
Mediterranean region (previously with the longeslag times) and between Germany, France and Ber{blgkest
traffic volumes). In addition, there were direcfi@éncy gains to hauliers in the order of ECU 3ndlion a year;
further benefits were accounted for as a resuthofe efficient use of distribution centres and-jastime technologies
as part of the rapidly developing logistics indystt the time.

Finally, it is worth to see a few data from the sjuaal timelRU Border Waiting Times Observatdtyjn respect of
certain borders in Central-Eastern Eurogighdrt 24)One of the most problematic border crossing pam&urope has
been over the last 5-6 years Narva (EE) — Ivangd¢Rid) on the Russian-Estonian border for trucksemng the
territory of the Russian Federation. From 1 Aug2@t1, however, the procedure at this border postchanged. All
motor vehicles are obliged to book a place in feeteonic border queue in the Russian directiorer@jors planning to
cross the border at Narva can book their placelimacé’. There has indeed been a significant drop in waitimes at

34 Calculation by the author, manuscript, 2007

3% The Single Market Review Series; Subseries Ill - Dismantling of Barriers, Customs and Fiscal Formalities at Frontiers
Price Waterhouse, July 1996, http://ec.europa.eul/internal_market/economic-reports/docs/studies/stud7_en.pdf

36 |RU Border Waiting Times Observatory, http://www.iru.org/bwt-app

et http://mww.iru.org/bwt-country-action/c.EE; https://www.eestipiir.ee/yphis/index.action?request_locale=en
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this border postGhart 24 - Narva (EE) — Ivangorod (R)J)however, it is still to be seen whether we wihea real
reduction of idling or the pre-booking facility oty hides border waiting times.

The other graphs presented show fluctuating waitiimgs throughout 2011 (with higher values at thgibning of the
year) and they prove that unrealistically longridlican take place at external borders of the EU &aday.

Chart 24: Truck Border Waiting Times, hours per traffic direction from arrival to the end of the queue in
country A to departure from the customs area in country B

Narva (EE) — Ivangorod (RU), Graphs 5 September 2@ 5 September 2014and 1 January — 10 August 2011
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Today's IT and computer technology is certainly aap to bring good solutions to diminishing bordigdays and
related losses. A handful of best practices anctldhg technologies have been introduced for thisppse the
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generalised application of which is often ratheguestion of good political decisions than the impdatation of
expensive (construction) projects. Just to menéidew advanced practices: one-stop-shop, singlelawnapplication
(all checking functions integrated into a singlerhanised scheme), all checks carried out at on/side of the border
(common checks), separation of traffic modes basethe types of customs regimes used (e.g. sepatBteraffic
lane), 24-hour border service on both sides oftibieler or at least harmonised opening hours, cosnigation of all
checking functions, permanent information exchavef@veen authorities of neighbouring countries, etc.

8.2 Spontaneous reaction of private industry to miimise losses - out-flagging

As soon as the legal framework and stable conditimm capital movement (foreign direct investmenEBI) are

established in a country or region concerned, tlences there for FDI increase if efficiency andssmuently profit
gains are attainable. Main reasons for out-flag@iog a country and in-flagging into another one ba diverse, such
as favourable operational costs in general (drawvet other wages in particular), more preferentsddl treatment, or
the need to adapt to market diversification in tben of following the expansion or relocation ofoduction and
commercial capacities of “old customers” from ooertry to another, etc.

These are reasons not directly related to the ags=nof the transport sector in any country, howeker scarce
availability of and poor accessibility to interratal road freight transport permits in difficulidieral relations can be
an important motivation behind decisions about aatd in-flagging.

Capital movement across frontiers is a very comgiegnomenon as confirmed by the German Freight spa
Authority (BAG) stating in 2008

“In order to remain in competition with Eastern Fpgan suppliers, medium-size transport and forwardompanies
(in Germany — comment by the author), since laatyeave reinforced their engagement on CentraEasd European
transport markets, where they create subsidiarieni@r co-operation. In this framework, partsha vehicle fleet are
dislocated (out-flagged — comment by the author) West European transport companies take part inrteenal
transport activities in new EU MS in case theirtoogers first establish there their presence andymtion site and
thus they can see a certain demand for their sialbgiguaranteed on spot. ... Already back in the 80sng operators
set up subsidiaries in Central and East EuropesdasstToday, they benefit from their market preseared knowledge
to buy in cheap transport capacities... often todisadvantage of German transport companies. ... To@®s@anies
(the ones with foreign subsidiaries — comment leyahthor) put an important pressure on freightsratenternational
transport. Right after EU enlargement, a numbeBefman transport companies rushed to Central astiERaopean
transport markets either to serve their custontenet... or to make use of local favourable condgtian It is expected
that following the liberalizatiorof cabotage, these companies will increase theirpatitive pressure on the German
internal markets. ... Fears of cabotage liberalizati@rease not only against companies from new E&] Mt also
German transport companies with subsidiary in tee MS as well as other European actors, which,gusptimally
their network will benefit from liberalization ...”

9. Proposal for a set of generic indicators of opennssin the international
road freight transport sector (International Road Haulage Openness
Measurement Toolbox — IRH OMT) and draft Questionraire for future
benchmarking

In the present Chapter affort will be made to identify a set of generidigators of openneds the international road
freight transport sector. We shall call this setimdicators“International Road Haulage Openness Measurement
Toolbox” (IRH OMT) A draft Questionnairdor future benchmarking will also be proposed.

The goal is to define such a measurement tool dhatbe used for surveying a number of countries gnoviding
sufficient information for an internationeenchmarkingxercise based on best national practices as tremkh for the
countries concerned.

Surveying the conditions of international haulagejuite a usual practice of international analysitespect of general
or specific aspects of the industry.

% Bundesamt fur Giterverkehr (BAG), Marktbeobachtung Giterverkehr, Deutschland, April 2006
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Just as examples, reference is made here to aufdwrecent surveys:

e Survey on Free and Fair Competition in the BSECdRBansport Marké9. This survey was conducted early
2011 in the BSEC region to gain insight into coiedis of international haulage in BSEC member coesitr
Survey results are enclosed. (Annex 3)

¢ Asimilar survey has been conducted as part ofRleNELTI Project 2 in 2010 defining a road mapaation for
each individual country along the three transportidors of the projeét

* The IRU as requested by the UNECE Working PartjRoad Transport (SC.1) conducted an analysis ofebda
road transport agreements on conditions of traopsétrations through the territories of the contragtparties in
2010*

* As aresult of thorough investigations of condiiarf international haulage, in particular thosebitditeral road
transport agreements, Latrille and Carzaniga dgeeldA Possible Typology for Bilateral Road Freigimansport

Agreements” in 201%. A very detailed questionnaire was actually drafted existing bilateral agreements’
provisions of relevance from the point of view béir openness towards easy access to internatioadlfreight
transport markets. The purpose is to investigatersé hundreds of bilateral agreements by meatisi®typology
and set up an appropriate evaluation scheme feethgreements.

Taking into account past and on-going investigatiorentioned above and in addition methodologica¢ets of criteria
of market openness developed by the OECD43 somgedfs ago as well as duly considering various pafrtis
paper, an International Road Haulage Openness Iverasat Toolbox (IRH OMT) is proposed for furthefleetion.

Indicators of this toolbox should be relatively pi and robust in the hope of receiving an accéptatie of replies.
The toolbox may be applied also for self-surveyimgase one would like compare international haellagonditions in
a given country to results of the same survey coteglearlier for the same country, or for anotlmmtry or to values
of an international benchmark yet to be defined.

Keeping in mind that an appropriate weighing anal@ation scheme should still be developed in otdeuantitatively
summarise information related to each criterios¢lzeme of basic indicators is proposed. (Table 7)

Table 8: Scheme of Basic Indicators of the Internat ional Road Haulage Openness
Measurement Toolbox (IRH OMT)

Scheme of basic indicators of the International Roa  d Haulage Openness
Measurement Toolbox (IRH OMT)

Basic Indicator Supposition

1. Non-market conform state interventions in thdthe less such interventions the better
transport modal split (= forced modal transfer)

% Survey on Free and Fair Competition in the BSEC Road Transport Market
http://www.bsec-urta.org/content/files/19GA%20english/ SURVEY%20G2837.pdf
4O NELTI 2 Final Report, Road Map, Undertaken by NEA Transport Research Institute (Netherlands) in cooperation with the International
Road Transport Union (IRU)
http://www.iru-nelti.ru/index/cms-filesystem-action?file=nelti3/Nelti2011.E.pdf
“RU Survey on Authorisations used for Road Transit Transport applied BY UNECE Member Governments in their Bilateral Relations
Informal Document No. 1, UNECE Inland Transport Committee, Working Party on Road Transport, One-hundred-and-fifth session,
Geneva, 29 September—1 October 2010, Item 7 (b) of the provisional agenda
http://live.unece.org/fileadmin/DAM/trans/doc/2010/sc1/Informal-SC1-2010-e.pdf

A Possible Typology for Bilateral Road Freight Transport Agreements, Pierre Latrille and Antonia Carzaniga, World Trade
Organization (WTO), manuscript, 2010
4 Regulatory Reform in Spain, Enhancing Market Openness through Regulatory reform, OECD, published in French entitled “Améliorer
I'ouverture des marchés grace a la réforme de la réglementation”, © OECD 2000
http://www.oecd.org/dataoecd/24/1/2508351.pdf

60



Informal document No. 2

Capital concentration levels: size of fleets

the smaller part of the fleet is concentrated feva
big companies the better

Ownership structure: size of the state o
sector

the smaller the state owned part of the fleet #tée

Admission to the profession of international

qualitative criteria; rigidities of requirements

freight operator: share of quantitative antt®lesser the built-in rigidities the better

the smaller the quantitative part of the critera a

Access to the market of international road fr

multilateral schemes: qualitative and quantit
requirements

operator in the framework of bilateral an

the smaller the quantitative part of the critera a
the lesser the built-in rigidities the better

Business organisation and structure of
market: contractual
logistic rporations, forwarders

international road freight market operators

interrelationships an|

q

the flatter the contractual structure or the lotiner
concentration level the better

Informal (voluntary) organisation of
profession: impact of industry associations

the more support services trade associations taf
SMESs the better

Level of implementation of international roa
transport facilitation regulations

he higher the number of signed international
agreements by a country the better; speoditator
he shorter the truck waiting times at a country’s
rontiers the better; special indicator: the less
national divergence from international average
inancial sanction levels for infractions to théesu
by drivers/operators the better

For the purpose of an experimental benchmarkingherndegree of openness of conditions of internatibaulage, a
detailed draft Questionnairkas equally been proposedable §

The optimal benchmark is yet to be determined. Bwéhout this benchmark, it is obviously necesstryapply a
rating ponus-maluspoint system to the questions thus making repbethe questionnaire quantitatively comparable

between responding countries.

This list of questions has been sent to a numbexpért4* who have made proposals for theights of the individual
main questionsn a scale from 1-10. In the column “Proposed tigiigom 1 to 10” an average value of these proposal
has been entered. These weights may be considér fimalising the questions and contemplatingrthesportionate

importance in an evaluation scheme.

Table 9: Detailed Questionnaire on a Set of Generimdicators of Openness of the International Road Feight

Transport Sector

Detailed Questionnaire

on a set of generic indicators of openness of th&térnational road freight transport sector

44 Experts involved: Ciorzan, I. — UNTRR, Romania; Faramarzian, B. — ICCIMTIR, Iran; Gregorova, J. — Cesmad
Slovakia; Ilvanova, A. — AEBTRI, Bulgaria; Medved, J. — Cesmad Bohemia, Czech Republic; Maria Petlyukh — KAZATO,

Kazakhstan Suer, S. — TOBB, Turkey;
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Indicator

Reply

Proposed weight
on a scale from 1
to 10 *

1. Are there any non-market conform modal sp
interventions by your government in your count
(that is forced transfer between transport mpde

1.1none

1.2yes

1.2.1 Road haulage not permitted beyond
certain distance, name distance

1.2.2 Cargo must be transferred from truck
to other transport mode(s) at borders. Nam
transport other mode(s) and borders
concerned.

1.2.3 Subsidies from the budget to other
transport modes in order to reinforce their
competitive position. Name mode(s)
concerned and form/size of subsidy.

(in local currency per year)

1.2.4 Other non-market conform
interventions in favour of other modes like
fiscal measures of tax/charge character an
their rate:

(in local currency)

2. Capital concentration levels: size of flee

4.8

2.1 Share of national fleet operated by
companies

2.1.1 Running between 1-5 vehicles

.. %

2.1.2 Running between 6-9 vehicles

. %

2.1.3 Running between 10-19 vehicles

.. %

2.1.4 Running between 20-49 vehicles

.. %

2.1.5 Running more than 50 vehicles

. %

3. Ownershipstructure: size of state-

5.2
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owned sector

3.1none

3.2yes

3.2.1 Share of state owned fleet in total fleet .. %
4. Admission to the profession of international 8
road freight operator

4.1 Any quantitative restriction on access to the

profession

4.1.1 none

4.1.1.1 The “triple” criteria are in place (good

repute, professional competence, financial

standing)

4.1.1.2 Truly available transport manager

required

4.1.1.3 Effective and stable establishment in the

country of registration

4.1.1.4 Functioning of a competent authority for

registering hauliers, simple and efficient

procedures in place (complemented by an e-

registry of authorised hauliers)

4.1.2 yes

4.1.2.1 Only guantitative restrictions, no

qualitative criteria considered

4.1.2.2Mix of guantitative restrictions and

qualitative requirements

5. Access to the market of international

road freight operator 8.2

(EU Member States should consider whole
Question 5 in relation to non-EU member
countries only.)

5.1 Bilateral agreements quantitatively restrict
international traffic

(This and subsequent questions under this bull
are relevant if the country has more than 5
bilateral agreements in place)
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5.1.1 none

5.1.2 yes

Zin-between two contracting parties

¢ for transit traffic

¢ for third-country traffic

<yes but certain cargo/traffic is exempt from
quotas

5.1.2.5 yes but qualitative stimuli are in place t
receive quota bonus

5.1.3 Look at the ECMT bilateral model
agreement, Article 7. “exemption from permit
requirements”.
(http://www.internationaltransportforum.org/Int(
rg/acquis/road1997e.pdf)

List those types of cargo that your country’s
bilateral agreements do not apply despite the
ECMT recommendation

A4

5.1.4 Use of prescribed routes or entry/exit
points is mandatory

5.1.5 Technical requirements for vehicles
deviating from international norms in place

5.1.6 Fiscal (taxation) measures in place (except

road tolls and /or user charges) and their rate

(in local currency)

5.1.7 MFN not applied

(bilateral agreements deviate from each other as

being conceived according to bilateral
reciprocity)

5.2 Multilateral permit/quota schemes (ECMT,
BSEC, any other) applicable

5.2.1 According to general rules of the scheme

5.2.2 With national restrictions

6. Business organisation and structure of the
market

6.8

64




Informal document No. 2

6.1 Chain of subcontracts (more than 2
contractual levels) cover more than 20% of the
market

6.1.1 No

6.1.2 Yes

6.2 Transport associations organise the industr
on a voluntary basis

6.2.1 None

6.2.2 Yes, their representation level of all
registered international hauliers

.. %
7. Implementation of international road transpart 8.2
facilitation instruments
7.1 Which of the legal instruments appearing in WTO GATT: ...
the box to the right has your country acceded tp?
WTO GATS: ...
CMR: ...
Border Control
Harmonisation Convention
TIR: ...
AETR: ...
ADR: ...
ATP: ...
R.E.4 (UNECE
Consolidated Resolution o
the Facilitation of Road
Transport): ... with or
without reservations: ...
8. Border crossing facilitation 7.3

(EU Member States should consider whole
guestion 8 in relation to non-EU member
countries only.)

8.1 Single Window, risk analysis and joint chec
exist at all main border crossing points with all
neighbours

8.2 Average border waiting times for trucks in
both directions in minutes (from arrival to queu

on one side till release on other side) at all mai

=)
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border crossing points with all neighbours ... minutes

8.3 Mandatory trans-loading required at any
border

8.4 Mandatory use of certain commercial services
(e.g. customs broker) required at any border

8.5 Mandatory use of convoys required at any
border

8.6 Multiple-entry visa of at least one year
validity provided for professional drivers

* Average value of proposals by experts

It seems from the average weights of the main gqpresbased on expert opinion that accent shoufsuben the
following openness criteria in future benchmarkén@rcises:

» Admission to the profession of international roeeight operator
» Access to the market of international road freigberator
* Implementation of international road transport litation instruments

10. Conclusions
General Considerations

In recent years, there appears to have been mlatittle interest or evident action to opening inpernational freight
markets in the UNECE region except for EU-interteinational traffic carried out by operators estitdd within EU
member states.

No doubt that growing competition on the market baigain negative consequences, for example fokehéosers and
eventually their dismissed labour force. Openingka& however carries advantages at macroeconawé With

beneficial impact on company level and the laboarkat not to speak about consumers’ benefits. Memeomic
advantages should equally make it possible to tedee of unemployed labour force under the statesiab
responsibilities.

The term “opening” or “openness” of a certain eqoiwsector refers better to improving operationatditions of
such a sector's economic activity or freeing itnfrainnecessary limitations. Therefore, wherever iptesst is
recommended to use these terms which seem nothiordened with negative undertones.

Closed or non-transparent borders, tough and ufifaktinternational licensing regimes, rigid intational permit
requirements, limited quotas, non-application & MFN principle are all hurdles for internationaufiers, just to
mention a few aspects definitely with negativeusfice on international economic ties.

If, in the negative sense, haulage were not abtedet (through JIT services, specific internatidogistic solutions for
the collection and distribution of materials / puots) the growing demand of the manufacturing itgudrade,

agriculture and other sectors for regular supphelatively small units required by diminishingeks, less material
intensive production and cross-border cooperatiboften hundreds / thousands of sub-suppliers & ghme end-
product, this would represent a serious set-backdonomic and social progress.

Therefore, there is rationally no chance of rettwnprevious patterns of quantitative or over-drivgualitative
regulation in road haulage even in spite of cenaitential draw-backs of opening.

Traffic Trends
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WTO figures show that with the exception of 2001 &909, world exports have grown at a higher paea tvorld
GDP since 1950. Ever since 2004 both growth ratesora the decline witnessing about slowing worldresny well
before the “official start” of the world financiatisis which had a shattering impact on world trade

International road freight transport input (vehiplerchase) and output (tonnes carried or tonne-&rfopned) follow
closely the demand cycle of the economy (GDP) imegal and trade (export) in particular.

Dropping demand has caused a dramatic contracfibawage (million tonnes) and especially thatha tegistration
of new trucks. The bottom so far has been reache&®®09 Q3 followed by a “positive stagnation” egarce topped
with a similar forecast trend.

The same tendencies can be observed in respdw ottier important output indicator for road trasspi.e. tonne-km
performance.

Modal split for EU27 has developed along the welbdn pattern over the last decades characteris¢debgermanent
growth of road freight transport’s share.

What can be expected in a few years to come preguthat the world financial crisis will finally bevercome? On the
one hand, the pattern of demand of the economyh&mlage will possibly not change significantly. Tpesitive
features of the sector will remain intact despitendng problems like congestion or criminality. Fhermore, there are
still significant reserves as to modernising thgutatory framework conditions and finally the sectdll retain its
ability to react to changing and challenging retiafes (like the internalisation of external costgth innovative
solutions (via the reduction at the source of exdknegative effects). On the other hand, competitiom other modes
may increase without however being able to corntesmarket position of haulage. Intermodal operatimay gain in
significance.

Industry Characteristics

Out of the more than one million transport companmeEU27, hauliers indeed represent 60%, i.e. @Denterprises
(1. None of the other transport modes can be coetpto the fragmentation level of the road freighhsport sectors.
The only comparable activity is “warehousing angmart activities” practiced by 116’000 enterprigg&€U27 in 2008.

The predominance of small entities in haulage s tuthe abolishment of quantitative requiremeatsatcess to the
profession in the majority of UNECE member courst@ad the partial though still limited opening loé international
markets (in the extra-EU regions), the “divisilyilitfactor typical for the profession and the comiyoaccepted
absence of economies of scale in road freight prams

Attention is drawn in particular to the low averagember of employees per company which at EU lesad 4.75 (1) in
2007.

While the absence of scale economies may be trufiddoasic traction work, growing sizes of a camgbgistics firm
may result in perceivable economies of scale.

With the increasing need of the economy for mogghiticated logistic activities and the continuiegdency of non-
core activities being outsourced by manufacturind aading companies, a certain levelcapital concentratiorhas
supposedly been observed over the last few dedadbs road transport sector as a consequence béi#oming more
and more involved in third-party logistics.

Available information for a certain number of cates show that darend of concentration can be obseniedroad
freight transport over the last 5-years period wébpect to the distribution of companies by theber of vehicles and
employees.

As a result of the extension of the EU to 27 mengtates with new member candidates on the horinontlae rail
transformation processes accomplished and / ongaghape in these and partially also in EU and Edneountries
alike, we can say thatslow market integration proce$s the whole UNECE area has been going on folaketwo
decades featuring a moopen road freight transport sector and a gradualdlyening railway sectoin most of the
countries concerned.

This opening process isot without contradictionsand even reverse developments. There have recbetn
astonishing mergers and acquisitions in the roadalge sector by outstanding third party logistiomnpanies in a
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number of EU member states. These transactionsgw@ssbly beerross-financed from state budgetpport available
by law for deficit making activities (partly linketd the PSO) of still state-owned old monopolids hational railway
or postal operators, who thastually try to becomethe owners of the rapidly growing logistics comiganlt is not

really an exaggeration to say that these mergedsaaquisitions if tolerated further on the accoohthe tax payers
may lead to some sort of an undeclared re-natiset#din of parts of the haulage sector.

Conditions of Admission to the Profession and MarkeAccess

Growing demand for much more sophisticated roamtitetransport with more and more value-added sesvin the
form of modern logistic solutions has made tigid quantitative forms of admission to the praies explodeThis is
the era featuring deregulation of the road hautsgtor starting in the 70s-80s of the last century.

Today, the present EU membership fully appliesdbalitative model as part of th@c¢quis communautaitewhile
non-EU UNECE member countries have taken over th&t important elements of this model.

International market access conditions are reguifetgay either by internal common rules afraup of countriege.g.
the EU) orbilateral and / or multilateralroad freight transport agreements. These agresnmegy contain qualitative
and /or quantitative market access rules.

An EU-established operator is free to carry out amigrnational operation within the EU. This ideshte of market
access conditions can be called thély open conditiors

Roughly over the last fifteen years, qualitativerkea access criteria have started to be applietilateral road
transport agreements without really abolishing sdfteningprevious quantitative limitationdJnder the aegis of a
number of bilateral agreements contracting pah#s acceptedquality conditiongor any further increase of restricted
quotas of permits. It is difficult to argue for necopen arrangements, like multilateral quotas fangple in crisis times
but once Europe and the world have the crisis bthieoway, resumed international trade will haveagmproblems with
limitative arrangements for the most versatilerimé&tional land transport mode, haulage.

Beyond the economic rationale, there is also a s&gng set ofegal arguments against rigid bilateral agreements
their contracting parties are in a clear breactheir obligations regarding openness under othgal lmstruments like
international conventions.

The symbolic impact of the ECMT quota has alwaysnbeery important on the haulage market thoughstiee of
international operations on the total internatiorzdd freight transport market of the ECMT membeurtdries has
always remained marginal (around 5-6%).

Experiencing the restraints of bilateral road tpams agreements, BSEC URTA, influenced by the exangb the
ECMT model, decided to set up a multilateral gustatem in order to facilitate international haulageong seven
BSEC member states of the region in September 2009.

Rules and conditions for international road freighhsport in Central Asia and neighbouring coestdertainly deviate
from prevailing conditions in the EU or other Eueap regions.

De-nationalisation has taken place in these camitresulting in some (former) elements of stateemlvand a great
number of private haulage enterprises co-existind) @perating in the international road freight s@port market. A
reform of the regulatory scheme of internationallage has taken place. Basic international goventehdies have
been established in the almost exclusive form d¢dtdyial road transport agreements between newly famderly

independent countries. The model of these agreanfeatures strict quantitative limitations of permuotas on the
basis of bilateral reciprocity.

There will be a growing pressure to introduce atifatéral component into the regulatory schemeriteoto achieve
the necessary facilitation of international haulatg in this part of the world in line with changidemand of shippers
for more complex international road haulage sesrice

While some of the regional forms of multilateraloperation seem to have seen successful implemamtadther
initiatives have failed or remained only on papéhaut coherent follow-up due to the lack of sufitt political will
and / or economic interest.
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There is a spectacular discrepancy between Chioanieg the world’s factory for most consumer goedile its
transport market is still relatively closed. Witbramon borders to 15 neighbouring states, howevinads more and
more conscious of the importance of well-functigninternational road freight transport across theselers.

Europe, Central Asia or China on the Eurasian @enti are not alone with problems to overcome ireotd facilitate
access to the markets in road freight transpore. Nbrth-American Free Trade Agreement (NAFTA) coestas well
as other American states have met serious diffeultf the type.

There is in America, with some exceptions (likewe#n Canada and the US), a similar contradictiawden relatively
open foreign trade exchange conditions and closkdionships in international haulage as betweeinaCand the rest
of the world. The complications experienced in U8xido trucking relations clearly witness about Hegiousness of
the problem.

In July 2007, Panama requested to apply the WTQutkssettlement (arbitrage) rules against Colondmaong other
things ondiscriminative restrictions on ports of entry fartain of its goods exported to Colombia.

The claim and the ruling on the basis of GATT Agi¥ is of great importance as in WTO'’s disputdlsetent history
no procedure has ever been commenced by a contggrdity for infractions to the freedom of trarmiinciple. This

dispute settlement decision has proven GATT's gfitein transit matters both in respect of the tthdargo and the
related transport operation.

Business organisation and structure of the market

In an “ideal” situation, inter-company relationse dormalised by contracts directly established leefwthe interested
parties.

Often however, direct contracts are substituted Isgries of secondary or intermediary sub-contréetthis case, the
classical direct relationship is replaced by a mludisub-contracts.

Indeed, faced with the fragmented haulage secter,fimd a highly organised and more concentratedoseaf
forwarders and complex logistic service providers.

There are means to counter the harmful effectsrattsiral imbalances, e.g. via transport capaciglipg. SMEs, in
particular owner-drivers, may want to join groupsionilar suppliers in order to strengthen theimeoercial power and
their impact on market developments. Such groupsanton a permanent or ad hoc basis not onlydi@ssut also for
purchase purposes. A further means for diminishiagnful market developments could be the adoptioadmission
criteria for the forwarding sector.

The haulage and logistics sector does not exigsdlation and it is continuously exposed to theeendl world. Its
partner industries have an enormous influence enldhel of openness and structural changes instisor. On the
haulage and logistics sector's demand side we bgmpeys operating as trading and / or industriainpanies or
agricultural farms, etc., with or without own-acobutransport activities. On the supply side we fimehicle

manufacturers and related trading companies, tyneufacturers, spanearts supply networks, vehicle technical support
and various roadside services (first and foremastk $tation networks), road construction and maiatee companies,
insurance companies and even state institutiongplging” this sector’s regulatory legislation aslines implementing
and enforcing laws such as determining and didinunternational transport permit quotas, etc.

Beside straight restrictions, even the concentndgwel in partner sectors should seriously berndké consideration.
If market power is highly concentrated in an impatt partner sector, e.g. vehicle manufacturing gsugide) or
garment manufacturing or perishable foodstuff tigdidemand side) in a country or a group of coastrthe haulage
and logistics sector tries to adapt its own stmgctio that of the partner industries in order toibean efficient
negotiating position when it comes to its purchasesales.

The degree of openness of a country’s haulagerséepends very much on the implementation of nawétilal transport
and related conventions. A basic indicator of el of implementation of road transport facilitet instruments is for
example whether or not the country concerned haedstl to important international conventions. Eirercase of
accession or adoption a further question is whethiercountry has entered reservations of apptodfisuch is legally
possible regarding the instrument concerned. Finally, thal rguestion is the level of daily implementation of
international legislation by Contracting Parties.
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Most of the European countries have accettebasic UNECE facilitation instruments and thiscertainly a positive
phenomenon. It is th€entral Asianregion within the geographic scope of the UNECH #s direct neighbourhood
wherefurther efforts are still necessary

It is of great relevance to monitor the follow-upN\BCE member governments intend to give in thiseesn a recent
initiative to adjust bilateral agreements to binding internatibr@onventionsin order to facilitate transit cargo
movements in the UNECE region (proposal for a deaftvention to align bilateral agreements on iradomal road
transport with the mandatory rules of multilatérstruments governing international road transit).

It is remarkable that mo&tNECE conventiondo not dispose of application clausasd this makes the introduction of
international harmonisation measures extremelyodiff

Economic costs of inefficiencies and restrictions

Waiting times at borders being measurable withatertéase (e.g. via time measurement) are oftenidemesl to be a
litmus paperexpressing economic costs of bureaucratic inefficies and unreasonable regulatory restrictioasthe
closed conditions of market access.

There have been a number of efforts to expressirtie lost at borders imonetary termsf for nothing else but to
prove the high rate of return of improvements indeo crossing procedures and physical facilities.

Main reasons for out-flagging from a country andl&gging into another one can be diverse. Thecgcavailability of
and poor accessibility to international road freiggansport permits in difficult bilateral relatisrtan be an important

motivation behind decisions about out- and in-flagg
International Road Haulage Openness Measurement Toolbox

Indicators of this toolbox should be relatively pie and robust in the hope of receiving an accéptedie of replies.
The toolbox may be applied also for self-surveyimgase one would like compare international haeikagonditions in
a given country to results of the same survey coteglearlier for the same country, or for anotlmmtry or to values
of an international benchmark yet to be defined.

For the purpose of an experimental benchmarkingherndegree of openness of conditions of internatibaulage, a
detailed draft Questionnairbas equally been proposed.

The average weights of the main questions basexzkpert opinion that accent should be put on thieiohg openness
criteria in future benchmarking exercises:

* Admission to the profession of international roeglght operator
» Access to the market of international road freigberator
* Implementation of international road transport lftation instruments

*kkkk
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Annex | Statistical Tables

1. International Transport of Goods and Cabotage, milion tonne-km

Long standing ITF member countries

2005 2006 2007 2008 2009 2010 2011
IAustrig 24 528 24 745 22 654 19 736 13 615
Belgium 24 566 23 401 22 435 20 151 18 572
Denmark 12 241 9 759 9 160 8 762 6 874 4 445
Finland 4 042 4 251 3 856 3421 3395 4 376
France 15 432 15 715 15 224 13 393 9 829 9 878
Germany 65 965 71 994 74 436 69 664 56 747 55 346
Greece
Icelanc
Irelanc 3928 3632 4 594 4 356 3319
Italy 40 245 38 792 40 245
Luxembourg 8 422 8 335 8 676 8 957 7 872
Netherland 52 355 52 299 47 465 46 252 41 428
Norway 2 895 4077 3956 3972 3170
Portugal 21 448 23 816 27 893 22 083 21 442 22 602
Spain 66 845 67 159 68 272 67 794 60 841 63 861
Swedel 3874 4 444 4 150 4 433 2 923 3 536
Switzerlanc 863 1079 1147 1 106 1022
Turkey
U.n'tEd 10 434 10 043 10 707 10 082 8 575
Kingdom
New ITF member countries

2005 2006 2007 2008 2009 2010 2011
Albania
Bosnia-
Herzegoving
Bulgarie 9 326 7 959 8 734 8 200 11 436 13 335
Croatia 4 941 4 884 5 380 4 598 4 304 4 233
gzgirtl)lic 27 928 34 283 32 357 35121 31 452 37 056
Estonia 5 846 6 802 8 151 6 507 4 766 4 574
II\:/I\;f:{edonia 4171 6 757 4 658 3052 2 770 2 989
Hungary 13 737 18 077 22 630 22 733 23 243 22 364
Latvia 5779 8 208 10 183 9 807 6 120 8 029
Lithuania 13 771 15 901 17 573 17 858 15 124 17 106
Malta
Montenegr
Polend
Romani: 32133 34 561 35 589 33 194 13 386 13 792
Serbia 315 508] 722 686 765 1 126
Slovakia 16 924 16 896 21 380 22 769 21 936 22 190
Slovenia 8 672 9 834 11 162 13 625 12 485 13 643
CIS ITF member countries

2005 2006 2007 2008 2009 2010 2011

Armenia
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IAzerbaijan 198 216 228 242 250 259
Belarus
Georgic
Moldove 1 653 1 755 1 890 2 064 1 884 2 350
Russi: 1 976 2151 2 893 4 803 2 859 3 365
Ukraine 11 349 13 941 15517 18 011
Source: ITF, July 2011 http://www.internationaltransportforum.org/shorttermtrends/Selection.aspx
2. Exports, billion Euros, 2005-2010
Long standing ITF member countries

2005 2006 2007 2008 2009 2010 2011
IAustrig 94| 103 113 117 93 109
Belgium 213 222 235 261 187 213]
Denmark 67 72 74 78 66 72
Finland 52 61 65 65 45| 52
France 358 394 408 419 346 389
German' 786 895 969 994 808] 959
Greec: 12 15 17 17 14 16
Icelanc 2| 2| 3] 3] 2 3
Ireland 86 86| 88 86 83| 89
Italy 299 332 364 369 291 337
Luxembourg 10 11] 11 11 9 10
Netherland 281 319 347 370 309
Norway 82 96 98 114 85 90
Portuga 31 35 38 38 31 36
Spair 153 170 181 188 158 185
Swedel 105 117 123 124 93 106
Switzerlant 101 112] 120, 129 119 128
Turkey 59 68, 78 89 73 79
Eirr]:;l%m 306 359 322 308 253
New ITF member countries

2005 2006 2007 2008 2009 2010 2011
Albania 0 0 0 0 0 1
Bosnia-
Herzegoving 1 1
Bulgaria 9 11 13 15 11] 15
Croatia 7 8 8 9 7 8
gzgﬁglic 61 74 86 92 81 99
Estonia 6 7 8 8 6 8|
FYR
Macedonia 1 1 § § . 8
Hungary 50 58 69 70 61 71
Latvia 4 4 5 6 5 6
Lithuanie 9 11 12 16 11 15
Malta 1 1 1 2 1 2]
Montenegr
Poland 71 88 101 113 96 106
Romania 22, 25 29 33 28 37
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Serbia 3 5 6 7 5 7l
Slovakia 32 40 47, 49 39 48|
Sloveni: 14 16 19 19 16 18
CIS ITF member countries

2005 2006 2007 2008 2009 2010 2011
IArmenie
IAzerbaijar 3 5 5 39 12 18
Belarus
Georgia 0 0
Moldova 0 0 0 1 0 1
Russia 194 241 258 320 218 303
Ukraine 27 30 35 45

Source: ITF, July 2011 http://www.internationaltransportforum.org/shorttermtrends/Selection.aspx

3. Modal Split development, EU27, % (tonne-km basis)

Road Rail Inland Water Pipelines
1995 67.4 20.2 6.4 6.0
1996 67.4 20.3 6.2 6.2
1997 67.3 20.4 6.4 5.9
1998 68.5 19.0 6.4 6.1
1999 69.8 18.2 6.1 5.9
2000 69.6 18.5 6.1 5.8
2001 70.5 17.5 6.0 6.0
2002 71.4 17.1 5.9 5.7
2003 71.6 17.3 5.4 5.7
2004 71.8 17.2 5.6 5.4
2005 72.3 16.7 5.6 5.5
2006 72.1 17.2 5.4 5.3
2007 72.5 17.2 5.5 4.8
2008 72.6 17.1 5.5 4.8
2009 73.8 15.8 5.2 5.2

Source: Eurostat http://epp.eurostat.ec.europagalfpage/portal/statistics/search_database

4. Number of Enterprises by Mode of Transport, 2008

Total Road Road Railways | Pipelines Inland Sea Air

water transport transport | Warehousing

freight passenger transport and support

transport transport activities
22y 1064696 | 600000 325728 806 135 9331 8222 4000 116474 EY27
EU15 EU15
EU12 EU12
BE 2259 263 199 2863 BE
ES 8188 6719 0 25 24 38 1601 BG
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cz 28375 6119 87 0 32 4231 ©Z
121 12615 7057 3724 16 4 19 432 51 1312 BK
DE 36442 46 1428 1894 521 15605 DE
== 3810 2543 293 9 0 2 27 9 927 EE
IE IE
EL 5318 0 56 1018 E-
ES 139527 0 70 272 157 14082 ES
AR 40058 37599 26 26 1096 697 ggos4 'R
I 140155 89466 27402 28 12 824 639 240 21544 T
ey 3557 1346 1455 0 0 0 49 2 705 CY
Lv 5330 2987 832 11 1 10 43 14 1432 YV
Ly 6551 4177 1202 4 0 15 18 9 1126 T
Lu 482 173 2 1 17 158 Y
7Y 18368 9201 20 4 86 101 314 MY
MT MT
ML 22197 8996 4257 19 8 3636 685 251 4345 NG
AT 13727 7216 4948 21 7 72 0 155 1308 AT
P 147580 87241 50769 91 5 635 161 111 gse7 Pt
PT 24832 10856 11600 3 3 44 176 70 2080 FT
X 33956 21775 9774 69 3 130 38 56 2111 RO
sl 8383 6464 1018 6 2 30 39 41 783 S
Sl 1484 163 11 0 9 675 K
Fi 23040 11346 9490 4 1 79 258 73 1789 F!
S 28702 14875 9067 4 0 474 725 216 3304 SE
UK 59832 33967 12873 95 7 261 1269 981 10379 UK

Source: Eurostat, estimates (in italics) http://ec.europa.eul/transport/publications/statistics/pocketbook-2011_en.htm
(*) Including all urban and suburban land transport modes (motor bus, tramway, streetcar, trolley bus, underground and elevated railways)

5. Structural business statistics for road freight transport enterprises, EU27, 2007
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6. Goods road transport enterprises, by number ofrehicles

2005 2006 2007 2008 2009
Czech Republic 1veh 27'883 30'891
2-5v 14'837 15'019
6-9 v 3'829 4'268
10-19v 2'154 2'305
20-49 v 901 972
more than 50 187 204
Spain 1veh 68'570 1'535 1'261
2-5v 50'939 111'268 115'413
6-9v 8291 13'583 13'993
10-19v 4'572 4'396 4'325
20-49 v 2'362 2'221 2'757
more than 50 815 909 849
France 1veh 13'455
2-5v 11'852 | : 10'526
6-9 v 3'567 | : 3'644
10-19v 3036 | : 3'094
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20-49 v 2'228 2'283
more than 50 776 857
Lithuania 1lveh 1352 1372 1'470 1'412 1'869
2-5v 911 938 1'037 1127 1'194
6-9v 352 361 402 438 382
10-19v 291 323 372 357 308
20-49 v 150 176 209 222 202
more than 50 51 55 78 80 64
Poland 1veh 55'106 60'026 63'632 61'541 56'328
2-5v 13'776 15'006 15'908 15'385 14'082
6-9v 745 802 785 424 308
10-19v 440 492 540 812 1'160
20-49 v 263 272 323 391 647
more than 50 53 72 87 111 164
Sweden 1lveh
2-5v 3914 3'955 3'932 3872 3'801
6-9v 832 874 933 928 912
10-19v 280 276
20-49 v 312 348
more than 50
Source : Eurostat, http://epp.eurostat.ec.europa.eu/portal/page/pstdsistics/search_database
7. Goods road transport enterprises, by number oemployees
2005 2006 2007 2008 2009
Estonia 1-5 empl 367 371 1'758 1'861 1'872
6-9 e 722 740 299 326 330
10-19 e 191 194 223 240 238
20-49 e 87 95 121 114 111
50 and more 28 30 31 31 31
Spain 1-5 empl 124'170 | 121'860 125'685
6-9e 5'661 6'480 7'039
10-19 e 3'462 3'255 3'447
20-49 e 1'807 1'877 1'978
50 and more 449 441 450
France 1-5 empl 26'047 24'525
6-9e 3'365 4'113
10-19 e 2'982 3'049
20-49 e 2'544 2'502
50 and more 996 1'031
Cyprus 1-5 empl 1'052 1'053 1'054 1'055
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6-9e 255 257 258 259
10-19 e 19 20 21 21
20-49 e 9 9 10 10
50 and more 1 1 1 1
Latvia 1-5 empl 1'033 1'398 1'680 1'538 1'733
6-9e 389 397 412 485 299
10-19 e 307 299 323 343 242
20-49 e 129 178 192 193 162
50 and more 37 39 49 54 42
Lithuania 1-5 empl 1'902 1'880 1'969 1'945 2'541
6-9e 432 491 595 614 561
10-19 e 404 437 498 552 466
20-49 e 259 289 361 358 302
50 and more 110 128 145 167 149
Malta 1-5 empl 403 507 577
6-9 e 12 13 12
10-19 e 16 16 16
20-49 e 7 8 8
50 and more 2 1 1
Poland 1-5 empl 68'765 74'832 79'265 76'489 72'689
6-9e
10-19 e 830 955 1'045 1'079
20-49 e 561 628 700 780 903
50 and more 227 255 302 350 363
Romania 1-5 empl
6-9 e 20'175 20'967
10-19 e 867 918
20-49 e 502 407
50 and more 197 167
Slovenia 1-5 empl 5'095 4'863 4'575 4'978 4'818
6-9 e 460 515 568 393 357
10-19 e 156 192 233 250 230
20-49 e 82 93 97 125 114
50 and more 31 33 35 41 39
Slovakia between 1-5 6'106 5'820
between 6-9 917 1'170
between 6-9 416 927
between 20-49 184 229

50 and more
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Finland 1-5 empl 9'517 9'393 9'449 9'529 9'524
6-9e 728 743 817 838 805
10-19 e 465 520 552 551 498
20-49 e 173 179 195 194 195
50 and more 44 46 51 47 47
Sweden 1-5 empl 5'658 5'641 5'840 5762 5'634
6-9e 1'360 1'362 1'386 1'394 1'433
10-19 e 704 782 816 842 812
20-49 e 356 378 388 411 407
50 and more 132 138 154 153 156
Norway 1-5 empl 8'676 7'455 8'998 8'908
6-9e 509 1'806 554 541
10-19 e 322 357 351 370
20-49 e 148 152 182 191
50 and more 38 44 46 49
FYROM 1-5 empl 84 111 112
6-9e 28 36 41
10-19 e 22 32 41
20-49 e 15 12 16
50 and more 3 2 4

Source : Eurostat, http://epp.eurostat.ec.europa.eu/portal/page/gstasistics/search_database

8. Distribution of Chinese international road passengeand freight transport by region, volume and turnover
in 2007

Ceniral 16.350.3 243.1 52,618.2

Total 768.7 100.0 39,196.8 100.0 1,339.5 100.0 100,158.3 100.0

Source: Road Transport in the People’s Republic of China, IRU, December 2009 http://www.iru.org/en_bookshop_item?id=2
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Annex Il

Country reservations concerning
the provisions of the unece consolidated resolution

transport (r.e.4) (trans/sc.1/2002/4/rev.4)

on the facilitation of road

Recommendation
(paragraph)

Country

Provisional
reservation

Final reservation

Part of the
recommendation to
which the reservation
applies in the event of|
a partial acceptance

Observations/Explanator
comments

R.E.4 in its entiret

Netherland

For the Netherlands

R.E.4 makes no
contribution of
legislative value in
comparison with the
INTERBUS
Agreement and the
ECMT resolution
concerning the rules
applicable to the
international transpo
of goods by road.

IAustria

Austria accepts R.E.

as it stands as a
legally non-binding
resolution;
consequently, it
cannot be guarantee
that all parts of the
text will be
implemented in
Austria.

CHAPTER |,
Section 1 - Gener
provisions and
principles

1.2.1.6

Germany

ECE is not the

appropriate venue tg
deal with matters
concerning visas.

Finland

Hungary

Portugal

1.2.1.7

Switzerland

1.2.1.9

Hungary

X X X| X| X

1.2.1.11

Poland

It will be possible tc
implement this

recommendation in
the future when the
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Recommendation
(paragraph)

Country

Provisional
reservation

Final reservation

Part of the
recommendation to
which the reservation
applies in the event of]
a partial acceptance

Observations/Explanatory
comments

transitional period
Poland has been
granted in the

negotiations with the

EU for the adaptation

of Polish road

infrastructures to
Community standarg
comes to an end.

1.2.1.11 (cont'd)

Russiar

Federation

Pursuant to bilater:

agreements and
national legislation,
transit transport in th
Russian Federation
carried out on the
basis of permits, the
number of which is
agreed with the

competent authorities

of other States.

1.2.1.13.1

Finland

CHAPTER |

Section 2 - Access
to the profession

2.1.1

Russian

Federation

For transport

undertakings of the
Russian Federation,
“licence” is
understood as
“clearance”.

2.1.4

Russian

Federation

Reservation on

account of the
inconsistency of the
legislation in force in
the

Russian Federation,
particularly the
provisions concernin
financial standing in
order to exercise the
profession of
international road
haulier, with this
paragraph.

2.1.1

Russian

Federation

Idem 2.1.1
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Passenger transp

DIt

Recommendation Country Provisional Final reservation Part of the Observations/Explanatory
(paragraph) reservation recommendation to  [comments
which the reservation
applies in the event of]
a partial acceptance
CHAPTER I,
Section 3 -

IAll of Section 3

Germany

Germany ha

concluded agreemer
with the various non
EU countries
(including the Russig
Federation) on safet
and environmental
standards to be
complied with by
buses and coaches.
'The resolution does
not make it
sufficiently clear thaf
these standards may
be maintained. If no
reservations are
entered, these
countries could
request an amendm
to the bilateral
agreements.

Concerning
occasional services,
the resolution is in
competition with the
INTERBUS
Agreement without,
however, including
the safety and
environmental
requirements to be
complied with by
buses and coaches
these services. By
means of this
reservation, German
maintains its option t
refuse to expand the
scope of liberalizatio
in the bilateral
agreements and to
refer back to the
possibility of
acceding to the
INTERBUS

DN
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Recommendation
(paragraph)

Country

Provisional
reservation

Final reservation

Part of the
recommendation to
which the reservation
applies in the event of]
a partial acceptance

Observations/Explanatory
comments

Agreement.

3.1.6

Russiar

Federation

\With regard to the

application of this
provision in the
Russian Federation,
there is an additiona
requirement: the
employees of the
undertaking must be
transported.

3.2.2.1

Russian

Federation

The bilateral

agreements and
national legislation ir
force in the territory
of the Russian
Federation make no
provision for the
taking up or setting
down of passengers
the course of the
journey during
occasional
international service
or for preferences
(including exemption
from authorization) i
the operation of own|
account services, an
cabotage is
prohibited.

3.2.2.1.1

Russiar

Federation

Second sentence

the paragraph:

“when the service
are carried out on
the account of
others ...
competent contro
authorities”.

Neither bilatera
agreements nor
Russian legislation
sequire foreign
operators carrying o
services in the
territory of another
country to have with
them a certified copy

of their national
licence. Asto
Russian internationa
operators, pursuant
Russian legislation,
drivers are required
have with them a
clearance and a mot
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(Registration

Recommendation Country Provisional Final reservation Part of the Observations/Explanatory
(paragraph) reservation recommendation to  [comments
which the reservation
applies in the event of]
a partial acceptance
vehicle licence.
3.2.1.3 Russiar 'The application of
Federation foreign carrier is
considered when the
competent authority
of the State in which
the carrier is
registered makes the
relevant request.
3.2.2.4 Russian X Paragraphs (a) anfluthorization is
Federation (c) required for the
transport referred to
(a) and (c).
CHAPTER |,
Section 4 - Goods
transport
4.2.1 Portugal X
Russiar X The reservatiol
Federation concerns the
phrase in brackets
4.2.2 Finland X Subparagraphs
10 and 13
Portugal X Subparagraph 10
Switzerland X Subparagraph 5
Turkey X Subparagraph 10
Russian X Subparagraphs 2/As regards
Federation and 10 subparagraph 5, no
authorization is
required for transpor
of livestock on the
territory of the
Russian Federation,
irrespective of the
type of vehicle used
4.2.5 Russiar X Cabotage it
Federation prohibited on the
territory of the
Russian Federation.
CHAPTER I
(Road vehicles)
Section 2 ani Portugal X Certified copies fo
Annex 2 motor vehicles are n

permitted in
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Recommendation
(paragraph)

Country

Provisional
reservation

Final reservation

Part of the
recommendation to
which the reservation
applies in the event of]
a partial acceptance

Observations/Explanatory
comments

certificates for
hired vehicles)

Portuguese
legislation.

Source: http://live.unece.org/trans/main/scl/scldoc_2004.html
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Annex Il

Survey on Free and Fair Competition in the BSEC Roa  d Transport Market #

This survey was conducted in early 2011 in the B$&glon to gain insight into conditions of interioatal haulage in
BSEC member countries.

The emphasis was put on the following issues:

Bilateral Permits

Multilateral Licences (ECMT)

BSEC Permit

Accession to and Implementation of UNECE InternsidConventions and Agreements
Access to the Profession

Maximum Permitted Weights & Dimensions, Road Uskai@es, Other Charges & Fees
Drivers’ Working Conditions, Checks and Sanctions

Border Crossing Procedures

Fuel Restrictions in the Tanks of Trucks Enterir@SEC Country

Visas for Professional Drivers

Transport Cost Factors

The following conclusions were drawn:

Not all BSEC countries have concluded bilateraldré@nsport agreements between each other (ouBaf 1
possibilities, 24 agreements are lacking (18,2%)

The bilateral (direct) transport is free (no perrejuired) only in 22% of the bilateral relations

Transit transport is free (no permit required) anlyL7,4% of the bilateral relations

3rd country transport is free (no permit requiredly in 6,1% of the bilateral relations

The ECMT Basic Quota of the BSEC countries is 1, %@8ch is multiplied according to the emissiontteas
of the vehicle fleets, and thus reaches a totalusinof 12.408 licences

From 12.408 ECMT licences in the BSECig, 10.883 (87,71%) are restricted in Greece and

7.042 (56,75%) are restricted in Russia

The BSEC Permit is valid only in 7 BSEC countriés.usage has been extended to cover bilateraltraadport
of goods in addition to transit journeys

All 12 BSEC countries are contracting parties t® THR Convention, the Harmonization Convention, @R
Convention and AGR (E Road Network); 11 BSEC cdasatare contracting parties to the Convention on
Road Traffic (except Turkey) and the AETR (excepb@ia); 10 BSEC countries are contracting pattdhe
ADR Convention (except Armenia and Georgia)

Criteria for access to the profession are simitaall BSEC countries; professional training andreixetion is
compulsory in each BSEC country

All BSEC hauliers engaged in international roadh$gort must comply with the rules related to dryviime,
break and rest period, under the AETR AgreementEzshdRegulation 561/2006

The time to cross a border varies from 1 hour tesd days due to problems related to checking guores,
lack of appropriate infrastructure facilities andfrelated problems.

In general, the trucks are allowed to enter a agumith unlimited quantity of fuel in the origingénks installed
by the manufacturer. However, Azerbaijan and Greewfrces a restriction of 200 litres while Turkey
enforcesa restriction of 550 litres

BSEC drivers are exempt from visa obligation in18% of the bilateral relations (drivers need vis&8.33%
of the EU BSEC Member States and in 66,67% of ndnrBSEC Member States)

45 Survey on Free and Fair Competition in the BSEC Road Transport Market
http://www.bsec-urta.org/content/files/19GA%20english/ SURVEY%20G2837.pdf
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The cost of transport is affected significantlytbg cost of diesel (€ 0,70 per liter - €1,64 pter)iand driver
salary (€800 - €3,300 per month)
The cost of transport is also affected by numetaxss and fees enforced by the national authorities
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