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E(ecutive Summary,

Measures to Improve the License System
of Coastal Passenger Transportation Business

The license system regulates entrants into the current passenger
transportation market. Transportation demand is pivotal in deciding qualifications
for the license. For example, licenses are issued only when transportation demand
is large enough for both new and established players to secure stable business
even after the new player joins the market. To put it differently, the license
standards were prepared to curb new market participation.

A comparison on transportation business entrance standards in Korea and
other countries shows that Korean coastal passenger ships have the strictest
criteria for transportation demand. Others have rather lenient requirements. For
instance, Japan changed the license system to permit system and eventually
abolished the demand and supply control system in 2000. The UK embraces the
liberal marine passenger transportation and imposes no barriers on license,
permission or registration.

Therefore, future direction for coastal passenger transportation license is
geared towards easing up the current competition restraints, particularly the
standards for transportation demand. Moreover, criteria for transportation facility,
ship age and ship volume will be overhauled to encourage new entrants to the
market as well.

When the license standards are reviewed, the coastal transportation market

should be categorized, depending on its need for protection or competition before



i | Aotz EAle] oAl ARIsh uiet |

preparing adequate standards. For example, the standards should consider whether
the routes are for people’s livelihood or tourists, as well as competition between
exclusive routes and rival routes.

Most of all, criteria for transportation demand, the key in coastal
transportation demand standards, should reflect characteristics of the demand and
rivalry structure to make a distinction from others. Routes for people’s livelihood
should protect ‘transportation right’ of people living on islands, while those for
exclusive use and business should consider competition between routes.

On top of that, transportation demand standards need to improve the demand
calculation methods by simplifying the intricate formula and using more objective
criteria for transportation capability. In addition, the transportation demand at
break-even point can be used to reflect actual profitability of the coastal
passenger transportation industry.

Given seriously aging coastal passenger ships in Korea, the system needs to
be improved to induce market entrance by new ships. License requirements
should be lowered to lure new ships into the market and replace ships aged more
than 21 years old. It is advised to prepare separate standards for WIG ships, a
new marine transportation mode.

In addition, governmental supports are necessary to help businesses to secure
new ships for the modernization of coastal passenger ships. In this regard, Korea
can benchmark Japan’s Shared Ship Building System. The Flexible Rate System
is another possibility since it helps to secure profitability and enhance user

convenience of coastal passenger ships.
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A oA AP ol sl 7HA Y Faol A EE radAS st
A9 o R el AT F ST AAENE UHHEAE SR
A=) JQeHEA, 1988, UFEH, 1996; Marrel and Westin, 2002; Goetz
and Vowels, 2009).

TAE Lub o2 AP off(market failure)of] HiH HH4 s o= A
AlE AL ek ARG FaAF ZF 7HA o] TASEA] Al AjH]
29| Aol AstE= 45 52 =AM FA7E FEetE ol A
of AL WEAUAES ABe] B orow Besn, A 4
A3t oho] HAstol Aol FA} T E AL, FAE TozA of
B4k S RO elolol s Aol T} B sl
8, 1996). ol WEH il a4 wEi ARRlZeES AAEA
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and Westin, 2002).

et 1970 et 1980t =A = AR AL vj= F=
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=] A tHGoetz and Vowels, 2009). Hayek, Friedman 5 A|7}3l Stu&5-2 7 A|
of sl AFUde AdzstRen, 53] Friedmana A|ASFAH A A
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Vowels, 2009).
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AW BEU

o] 21840 5] &= EU Regulation 3577/92(1999)°] 2]} A
£ Gote 5 20049 FAIE &3}6FS th(Sambracos and Rigas, 2007). A
23} o] el s AP FAISS thEsHE r=ubr; B A AR
of ofalf AMuja7F I35l ATk ofof wet AR o] AFtE o], kAl

Az, S AN B2 50 27} 9L

u
L)
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AUtk YA AR SAAE] F5E3 LEARATE FEEA] Tkl
ToE]= A Lo HEA|E E5)o] -F3-A]H] 2 (Public Service Obligation: PSO)
2 4 FFAIESE 27 oll= ATRTE SA) HskshA] o

Ko, &g sfAREo] AR AYSHAT 20049 12| 0= °oF 3003
ASol FAFIL low, o] F 70%7F oA A (the Aegean island
region)of| Al &3 FolH, tfFEo] ROROAIOJL. 1820 AQty 7 2
A SAA AR S YA A Ar|20] AA A, S T
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AR} 12 9 9 9 7 6
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— O b e ]_ P
st AL ot2 = 18 12 12 12 9 8
24 14 12 11 12 12 10
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RS

AMA ofutz 3,1200F Fom FAaEITh
ez B gelo]sye 2005 3,0005F HojlA 2008 3,046%F WO
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(1) ol-&A+e] Hejyg gr

MAE| AL BHP A= T 7 H(denied boarding), T B XA}
83 AA (S8 =) A Y(assistance, accomodation, refund and
rerouting trigger), A|¥of Tt H

(reimbursement), %249 P2] 12|, BH A7, Arba]oKe-booking), 717 =
A<

Al(financial compensation trigger), A}

g A(price transparency), F|4xof gt ZH=E(refunds when passenger cancels), <=
e EAIR AM(mislaid baggage), AAF TAbo] ofgt He] X S (passenger

protection in event of carrier bankruptcy) 5= Z&stal Qlth
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