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AND OF THEIR END-USERS 

The UNCT AD secretariat, in the context of its programme evaluation activities and in response to inter
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usefulness and effectiveness of inter alia its research reports and publications. As the success of such an exercise 
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Background information ( ) ............................... . 

5. How do you rate the document as regards: 

Its usefulness to your work (tick one box) 

Extremely useful ( ); Very useful ( ); Useful ( ); Marginally useful ); Not at all ). 

6. Other observations (if any) ..................................................... . 

Finally, we would appreciate it if you could provide the following information ab()Ut yourself: 

Name .................................... Occupation/Functional title ................ . 

Address ...................................................................... . 

Your answers are for internal use and will be kept confidential. Thank you for your co-operation. 

Please forward the questionnaire to : PROGRAMME CO-ORDINATION AND EVALUATION UNIT 
EXECUTIVE DIRECTION AND MANAGEMENT 
UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT 
PALAIS DES NATIONS- CH-1211 GENEVA 10 
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(i) This report has been prcpnred f'ollowing: the recommendations of the Ad hoc 
Intergovernmental Group ol' Port Experts which met in Geneva f'rotn 24 to 28 September 1990, in 
response to resolution ()1, section IV (XIII) ol' the Committee on Shipping. In its 
recommendations on the future \\'ork progran1mc or the sccrctnriat, the group gave priority to rive 
studies, including one on the "Development of' the commcrcinl filllction, promotion of the port 
area and of the concept of' the port as n service centre". 

(ii) Around the world, the broad pattern of port activities changed relatively little during the flh;t 
sixty years of the 20th century. The situnti(lfl hns since changed radically. International trade has 
become a rnajor vehicle for accelernting economic g.rn\\'th in developing countries. Trade has linked 
up all national economics into n single world economic system. This vital link is ensured through 
the world trade transportation ~~!stem. <lr'ent clwngL~s have tnken place in the volume and variety 
of trade and in the speed of' nw\Tment· of' t radcd goods. Tr:1 nsport. especially maritime transport, 
by which even today more than t)() percent ol' the \\'orld trade volume is moved, has also changed 
greatly in organisation and technique, to meet ever growing requirements of' trade .. This is the new 
situation the world's ports nrc li1<:ing todny. 

(iii) Ports certainly can not rcnwin unclwng:cd. The~·. in 1!1ct, lwvc a new role to play. The new 
trade and transport requirements are providing the ports hoth opportunities and risks. Their re
sponse to this new situation \\'ill determine the success or !llilurc of' each port. The competitive 
market and international trade will he the nwjor arhitrntors nl' this. 

(iv) In this study, three questions nrc raised nnd attempts arc made to answer them: (a) what is 
the new role or ports today; (h) why should ports he engaged in this new role; and (c) how can 
ports play this new role. The llrst question i~ an:dyscd in cl1i1ptcrs I and II by a presentation ofthc 
new trnde and transport situntion, an annly~is of' the new commercial functions of ports and es
pecially of the new concept of' n third .. gcnerntion port. The ~econd question is analysed in chapter 
Ill by an examination or difH~rcnt kind•; of' port competitions and of' ports which arc in a non
competitive situation. The third question is nnnlysed in chnpters IV nnd V by a description of'port 
marketing activities and teclmiq11es. hy the introduction ol· n port community concept and by a 
proposal ror a port cornpctitivcness inndl'l. 
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SUMMARY AND CONCLUSIONS 

1. Today, growing international trade is transforming the \Vorld economy into a single system 
and integrating world transport actiYitcs. Ports nrc twtunlll~· being incorporated into this huge, 
changing and competitive system. 

2. Ports have to change accordingly, to ndjust to the new situntion. One ofthe most fundamental 
changes should be in the attitude :md policy regarding port mat~agemcnt. Ports must take into 
account the cflccts of these nctivitics on their operations which occur f'rom the time of the pro
duction of goods to their consomptiou, or until they have reached the primary inland point of 
destination. Ports should he ns commercially-oriented as the foreign trade and transport sectors 
that they service. Only if' the~· nrc guided hy this comrnercially-oricntcd philosophy can ports 
complete their new role. · 

3. Modern ports arc no longer pn~sivc points or intcrft1ce between sea and land transport, used 
by ships and cargo as the natur:d point of' internwdal interchange. Ports arc also no longer run in 
isolation. M odcrn ports play n n active role in the world transport system: an active role in the 
marketing sense, in encouraging ships nnd cargo to use the ports concerned; an active role in 
shipping and inland transport interests as pnrt of' the through-transport chain; and an active role 
in helping to stimulate trade e.g. the development or ft·cc port or Free Trade Zone. 

4. In its new role, an importnnt modern port fl.tlflls n number of' functions: it provides an 
interface for cargo rnovcmcnt het\\'ecn l:lnd and sea; it ma~' act as an cntrepot storage and trans
shipment port; and it may he 1hc locntinn ornn indu.,trinl nnd commercial export processing zone. 

5. The port is not only the locution or these nctivitics, hut it is also a service centre. rt is a 
commercial service centre, providing a r<mgc of' through-tran~port and commercial services to its 
users. It is a personal service centre. providing contncts to companies using the port with other 
organisations in the same country. or i11 other countries. ;\ global market, intermodal services, 
computers and cornmunicntion systems have mmadc the port n technical service centre with an 
opportunity ofbccoming a nwjor PDI ncccss point f'or the entire tmdc and transport community. 
It has become an environmcntnl centre, ensming that npproprinte environmental standards arc 
maintained. Moreover, financial support fl·onl the nntionnl government may enable it to provide 
deep-water harbour and rcla ted 01cil.i1 ics f'or the development of' heavy industries. Bricny, .a modern 
port is truly a service centre and 11 logistic plntf"nrn1 f<n internationnl trade and transport- a third 
generation port. 

6. In the past, port activit:-.' \\'as nllectr.·d only hy the f'orcign trade situation. Nowadays however, 
even if trade remains stable, port h11sincss c<ln be lost overnight because or inter-port competition. 
As a consequence or improved inl:md tr:1nspnrt infl·astructure and intcrmodal transport, ports' 
"captive hinterlands" arc disoppcnring, even in mnn~· developing countries. Ports share or have 
begun to share a common hintcrlnnd. The~' hnvc to make every effort to be competitive in the cost 
and quality of services and to nwkc the port n transport and distribution service centre. I<'or most 
of the ports, this is not an option hut n must; 11t1 essential requirement for survival in this win or 
lose situation. 

7. The best way to win is tn nwintain :1 close contnct with port users, listen to them, discuss with 
them, help them and satisf'y them. Tll:1t is port marketing. Ports should take an active approach 
to selling their services. Port nwnagcrs s 11 ould rein force n nd il ttach great importance to port mar
keting. This is not the only wny to m:1kc a port known, hut it is the most efncicnt means of 
learning from port users and other rclc\'nnt pnrties whnt the new requircrnents arc and how the 
ports can adapt themselves to sntis!\' these requirements. 
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8. Port development and mnrketing concern every organisation in the port area, and it is in their 
common interest. This task is best carried out by the port community -- an organisation with a 
group of highly competent and motivated people, representing all interests of the port. Such an 
organisation and its activities can only he successful with the full support of all parties in the port, 
from the director to the night watchmnn tlnd fl·om the Customs oflicc to the freight forwarding 
company. It must be based on a common commnHnittmcnt to port development, whereby it is 
realized that no one can be better nrr if' the whole port is not and the port can not be better orr 
without the joint effort of everyone. 

9. Starting from the findings of port mnrkcting, it is essential to work out appropriate develop
ment plans and marketing targets and to improve port competitiveness. As an alternative method, 
a port competitiveness model is suggested, which may help port managers to make appropriate 
improvements. 

10. The 1990's will be the <lppropriate time lor ports to respond to these new challenges. If 
governments, municipalities, Customs authorities, trade unions and employees give cornprehensive 
support to upgrade port activities, ports c1n complete their new role and benefit the national 
economies. 
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Chapter I 

RECENT DEVELOPMENT IN INTERNATIONAL TRADE' 
AND TRANSPORT 

11. The main reason vvay many ports have a new role to play is that the environment in which 
ports exist and operate is changing. I nternn tiona! transport or which port is an element is under
going important organisational, technological and commercial evolution. In turn, this evolution in 
transportation is the result of' changing international trade. It is diflicult therefore, to analyse the 
new role of ports without first cxnmining the new circumstances of' international trade and trans
port. 

A. Changes in world trade pattans 

12. Over the past thirty yen rs, world trade has been growing ft1ster than world production. Today 
world production is more intemationnli:;ed than before. This has led to changes in shipping, ports 
and land transport and fonn the new economic and technicnl environment of the world trade 
transportation system. 

l. Multiplication of wor!~LY:<~(Ic.u (;l~_l_!.tE~~ <l~1sJ _gr~~\lf~~ 

13. Until recently international trade was mainly concentrated in northwestern Europe and the 
cast coast of North America. Nowadny.~ world trade routes nrc much more diversified. This is 
specially due to accelerating industrial n~:tivitics in the Pacific basin. Japan took the lead, followed 
by the Republic of Korea; Taiwan, Province of' China; Singapore and I longkong. New economic 
powers such as Thailand; Malaysia; Indonisia; and China came later. At the same time, industrial 
centres in the eastern part of' North America have been moving westward to the Pacific Coast 
forming the Vancouvci· . California industrial belt. In addition to this dynamic pacific economic 
zone, new economic and trade centres are emerging in the southern part of North America, in 
Latin and South American countries such as Brn:;.il and Mexico, as well as in the Middle East and 
some African countries. Even in I~uropc, chnngcs arc grndwdl~, being seen: industrial activities in 
the Ruhr area, Wallonia and northeastern France have slowed down and a strong growth has been 
recorded in Daden- Wurtemherg, Bnvnria and the Lyon- ()renoblc area~. i\ high growth rate has 
been maintained in recent years in Italy, Sp;1in and Portugnl. Therefore, a new world trade pattern 
has emerged which is complctelv diflcrent fl·nm the old one. Table J .. t is an illustration ofthis new 
multiccntred trade pattern. 

Destination 

Ori in 
North America 
Latin America 
Hies/ern Furope 
E.Europe and USSR 
Africa 
Middle Fast 
Asia 
·world 

'/'able 1- I 
Network of' world llU'tchandiw trade bl' region. N88 

(1/i/lion U .. C:,', dollars) 

l:'astem 
North rat in JJ 'estern F1trope Middle 

A me rica A mel'iea fitt!'llf'l' and the Africa Fast 
(tS,f.,'R 

150.0 46.6 ()1),3 4.<) 8.2 I/. I 
54.5 16.4 26.7 8.1 /.8 I.() 

I !3.4 24.1 1)(),?, 7 38.9 40.5 383 
3.0 8.6 50.4 12R.2 4.1 4.9 
9.8 1.5 .wo 2.8 4.6 0.9 

1/.5 0.4 23.8 3.5 I .2 5 .. 'i 
197.4 12/i 124.5 II. 9 /.U 20.6 
540.1 II 6.1 I 26 7.3 !()8.3 80 .. 'i 83. I) 

Source: Review o.fMaritime 'f'IITIII'f'OI'I ! 1J.'N ({'NCIAI>!, f1.3 

"' not elsewhere specified 

Asia n.e.s.* World 

I 2.5 3.6 437 .. 5 
12.2 0.5 I 22.0 
I)!. 7 1/.3 I 267.8 
/8.3 8.9 226.4 
o.o 9.4 73.9 

31.0 1.2 85.0 
283.1 6.5 669.8 
5.54.8 41.4 2 882.3 

14. This table shows the origins und destinations of' world international trade by region, of which 
more than 90 per cent is moved h~' W<lter trnnsport. \Ve cnn observe rt·om this table that apart from 
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the emergence of new world trnde centre~, the intrn-rcgion trn(k nccounts for a significant pro
portion (52 per cent in va luc ). 

2. New characteristt<;s of woJJ~Ltr<!_(I_c._g_!~o.~y_th 

15. The multiplicity of world trade centres is merely one aspect or the changing situation. Until 
recently, raw materials were ~hipped ll·om their source to industrial and manufacturing areas to 
be transformed into finished products. Nowadays, more and more raw materials arc being trans
formed into intermediate and sometime<; finished products in the producing country itself' before 
being shipped overseas. For example, big petroleum refining ha\e been built in oil exporting 
countries. From 1980 to 19R9 the crude oil trade decreased hy :11 per cent while product oil trade 
grew by 46 per cent world trade has incrcnscd much more rapidly in value than in volume (in fact, 
the volume or the world tradl' dropped hy J per _cent fi·orn I 9RO to 19S8). This can he explained 
by the dramatic increase in the traflk in manufl1ctured goods, especially containerized cargoes. 
Table 1-2 shows this signiflcnnt growth in containerired curgoes both in terms of value and volume. 

Tah/(' 1-2 
World trade grmvth and container tra(Jk dere/Ofi!JWnl 1970 - /988 

World t radc rolwne World container trade volume 
lJ,)'$ 'l'onnes (IS$ Tonnes 

Year (bn) 1 /1({(',\' ( IIIII) Index (hn) 1 nd('.\' (mn) Index 
1970 312 10(} 25(>1 100 8(> /()() 24 100 
/975 873 279 303') 1/1) 29.'! 347 64 269 
1980 2009 (v/3 .?645 142 ()(i I 709 128 539 
1982 /856 .')1)4 3259 127 674 78.5 143 604 
1984 1911 (>/) 3312 I 21J 78(1 9(}8 /89 784 
1986 2/19 67() .?.?M 131 85!) !(}(}(} 214 905 
1988 2706 /?(,7 .1529 138 I 0.15 /20.? 245 1020 

Source: "Box JWI.HJH'cts rcas.1·e.1·.1ed". Port l>cl'elol'll1<'11t International (nee./ N90), p.65. 

16. From 1970 to l9SS, the vnltte of'world trade hns multiplied h~ R.7 while the volume of'world 
trade volurnes has increased only by 1.4 times dttring the snme period. It is expected that this 
growth pattern will be maintained; which .~ignifies that the nYCragc value per ton or cargo trans .. 
ported on the international twdc ro11tcs will hccnmc still more important in the future; The volwnc 
of container trade as well its shnrc in world trade is ex pee ted to gro\\'. Ta blc I- l shows the increase 
in container trade upto the ~'('rn 2000, c<:timntcd by n kading comttltant company. 

'f'ahle 1-3 
JJ'nr/d r·ontainer tr11de del'elopment !<rn - 2000 

Year Container trade \'abr<d' Container trade \'ohmw+ i• J>ort throughput volumes 
US'$ lm ()/ 

f) world trrtdl' ,Hi/lion '/'f:'U Tonnes. miflion !II illion TIW 
/970 86 2() 2.1 /.:-' 6.3 
1975 298 34 ()./ .'i(J /8.3 
1980 661 .n I 2.8 112 37.3 

' /985 792 41 19.3 liN 56.7 I 

1990 1051 42 24.8 250 77.9 l 
1995 /385 44 32.6 314 96.5 ! 
2000 1646 46 .?8.R .?:!2 112.2 i 

I 

Source: "!Jox prospects rea\I('Jsed", !'or/ 1>eFelol'il1<'111 lntemational. (f)ec. 1990), p.65. 
* Forwardforecast at constant Jl)8 7 I; \'alues 
** Loaded containers net of" domc>5lic c//1({ tronrhilllll!'nl tra(jir· \'Oil/111<' 

:1. h1ten!!_l_!:l2!!..<!.liX:atism o(_Y\f.orld prc~duction ntH.I <;_O!lsut~lption 

17. The development of' transport ltlld cclmmunic;ttion hns tnnde the world smaller. Today, ns 
compared to even ten, twent:-,· or tllirtv \'Cnrs cnrlier, wnrld transport nnd comrn.unication systems 
not only cover a much larger pnrl nl' the glohe hut nrc rnuch <Jllickcr; cheaper and easier to usc. 
Accessibility to the production process :11HI to consumption .<:ourccs is now \Vorld-widc. People go 
abroad not only seeking nlll' nwlcri:tls <llld finished products h11t also cheaper and better pro
duction f~lctors. The international divi~intl ol work is seen n(lt mcrclv in different products but also 

" II. 
i' 
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within the fabrication process of' the some product. Consequently, the multi-national production 
system is extending rapidly (moreover, cargo-movement of' semi-finished goods caused by this 
global production has met \\'ith !'ewer artillcinl trncle harrier.~ than have finished products). The era 
of semi-isolated national economics is Etst l11eling as enterprises and governments search globally 
for technical capabilities, cheaper inp11ts nn<J market access advantages. Decisions about labour, 
raw materials, plant location, tntnsp0rt\listrihution system, markets and delivery time arc taken 
on a world-wide basis instend of' a local one. In Mexico, f"or cxHmplc, some 400,000 people' are 
ernployvd ·in assembling the products of' the 1:nr-Jiast nnd the l I.S. for European and North 
American markets. A large Swiss tnmsn;ttionnl cornpany moved its accounts section to India, in 
199 I. A kitchen appliance ofTercd f'or sale in the United Stntes in l9R9 carried the following indi
cations of its possible origin: "This ... (product) is made to our rigid specifications in the U.S.A., 
Taiwan, Ilongkong, Korea, Spitin or wherever lies the best consumer value. The exact country of 
origin is marked on the article, if' possible." 

18. Consumption too is moving in the direction or globali7.ation. Starting in developed coun
tries, people are buying all kinds of foreign made consumer goods. Cars, and other high value du
rable goods are no longer the exclusive imported items they once were. Low value imported 
products, from basic daily foodstuffs to house hold wares nnd everyday clothing have entered or
dinary family homes even in some developing countries. 

19. With easier access to infornwtion regarding comparable goods from alternative sources that 
can satisfy the purchaser's needs, it will become increasingly diflicult for producers to isolate 
markets and serve them on an exclus.ive basis, <llohalir:ed production and consumption will in
crease competition between substitutes and lead to an ever-greater emphasis on the control and 
reduction of costs related to the production and transportation procedures. 

4.New requirements of the vy_Q_t:!~L_tx_a~I_(~_Js)_r_!rat!~):?_O_t~tj_<)l~t_tj_~ll_~j-~)_!L 

20. Maritime transport activities arc generated only by international cargo flow. When the pat
tern of that cargo flow changes, intcmational transport has to adapt to the new requirements that 
can be summed up in t.he following four paragraphs. 

21. The multiplicity of' world trade centres calls f'or an extensive transport network. A greater 
variety of transport services should he provided to link the whole world trade complex consisting 
of big, medium and small centres. !\ network expansion is the first requirement of this new trade. 

22. Semi-finished or manunlcturcd cargo in trade requires substantial irnprovernent in both speed 
and security. The time factor in transporting high vnlue goods is so important that a significant 
and increasing proportion or these goods is moved hy 'air. 

23. When international trade is involved not only before nnd after production but during the 
whole production process, the transport service then assumes '' very special role. Besides speed, 
security and other requirements, the r£'1iahility of delivery time and the frequency or transport ser
vices are of great importance. !\ t the same time, n good infonnation/communication system is es
sential. 

24. Finally, since the new increase in world trade is often the consequence of'improvement in the 
price of production factors, the ('ost of' transport is of' paramount importance. What is worth not
ing is that the cost factor \Ne rcf'cr to is not merely f'or a pmticular mode of tnmsport, but for the 
total cost of the integration of'trnnsport and distribution involved in the movement ofgoods from 
the producer to the final user. 

B. Emer.~e11C<' (~t' a world tm11sport system 

25. World trade changes its pattcm nnd develops in depth and in dimension. It is clear that if 
national economies are expected to develop hy taking part in today's world trade system, concepts 
and practices regarding transportation und distribution are hound to change. These new concepts 
and practices arc explained below. 
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26. This is a new concept under which the transportationfclistrihuHon activities are considered as 
a sub-system of the whole production system. In a traditional industrial society the transportation 
chain of goods fromthe producer to the linn! user was normally divided into several parts. Shippers 
rarely cared about onward trnnsport mnlters in the receiver'R country and receivers paid little at
tention to the pre-forwarding costs hef'ore their goods reached the ship's rail. This is no longer the 
way people look at their cargo transportation today. It is now the total or integrated transporta
tion chain which matters. From the buying or raw materials at the site or their production to the 
delivery of products to the wnrchousc of,' the receiver, production, transportation, storing, distrib
ution, information arc all integrated into one unique network. When arranging cargo movement 
within the network, only the cost and eflkicncy or the integrated transport/distribution chain are 
taken into account. Table I -4 shows the main activities or that chain. 

TafJ!e 1·4 
Cmgo distribution activities 

Physical distribution activity 

Material.~ distribution 
actiFilJ' (l'ransportation) 

lnjlnma lion dis trilmt ion 
a<~ I iri ty ( Com1mmir.a t ion) 

{

Transport irif'rastructure providing 
'f'ransport activity 
Stomge activity 

· Cargo handling actMty 
Package activity 
!>istrilmt ion processing activity 

{ 

C.>llnmunication infrastructure 
{proriding) activity 
/1 c<;u:nu!ation/ processing I transmission 
acttl'tty 

Source: Based on, fl. Yamada, "S'tratcgy oj'shipping companies(or intemalionalphysical distribution", 
Japan Maritime Research Institute !<.epnrt No.39 (Dec. /990), p.32 

2. Intermodalism 

27. This production-driven need !'or an integmted transport elwin has led to intermodalisrn. The 
major objectives of intennodalism arc to increase the speed of' cargo distribution and reduce the 
amount of' unproductive capital, whether in inllnted inventory levels, inactive rail-cars or vessel 
delays at ports. Since new trade patterns require quicker, cheaper and safer transport or goods than 
in the past, the main obstacle was round to he at each tran.~port mode interface which caused delay 
and increased the cost or the whole transport chain rather pwn or "a moving part" of' that chain. 
Thanks to containerization, the intennodalisrn or roreign t'radc transportation has been possible 
on a large scale. Shippers entrust door-to-door trnnsport to one multimodal transport operator 
who is a specialist dealing with diflcrent modes of transport nnd who has an international operat
ing network. The interrnodul transport of'cont n iners fi·om Yokohn ma to New York requires j·ust 
14 days instead of three weeks by solely w;tterway. In developing countries the intermodalism is 
also gaining ground, e.g. the sen/air tr;msport centre in Duhni is or world class and the sea/land 
transport in Mexico or the tnttl~H\ndcs land bridge in South /\mcrica arc very promising. Apart 
form the changes in the legal regime nnd the terms of shipment, perhaps the biggest change 
brought about by intermodalism to tran.~port is the emergence or tnultimodal transport operators 
(MTO) and their increasing role in the choice and control ol' the trnnsport chain. This has am~cted 
the activities of transporters, port opcmtors, warehousing operators etc. This subject will be ana
lysed further in the section on intcr·port competition. 

3. Logistics of the transporttl!jgr~ cll_ajt) 

28. The concept of logistics is now \\'idcly accepted. Logistics is a procedure of optimizing all 
activities that ensures the deliver~' o!' cnrgo through n transport chain f'rom one end to .the other. 
In order to optimize the whole system, the logistic npproach is to decide when, where and how 
actions should be taken. One of' the he.<>t illustrntions or this is the well known "Just-In-Time" de
livery -- a logistic method hnscd on precisely mnnaged and controlled transport and information 
systems which aims to eliminate e'\ccss stock in the production process . .Just-In-Time logistics is 
not only vital to an automobile assetnhl.v line, hut also to fhrmers because they want to minimize 
the cost of' holding inventor~·. It i.~ especially true or the fertilit:cr business. A leading American 
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fertilizer producer has changed his distribution system by customer demand for a more precisely 
timed delivery of bulk fertili1.ers. In the port of Newcastle, Australia, a just-in-time coal export 
chain has managed to maintain snwll stocks, thereby reducing potential pollution, yet at the same 
time providing a rapid respon~e to change~ in demand levels. 2 

4. Trans-shipment 

29. As trade requires quicker and cheaper cargo movements, the big trans-oceanic shipping lines, 
as described in a recent trans-shipment study of UNCTAIY.' have taken advantage of the flexibility 
and the scope for modulation allowed by the container technique to reorganize and restructure 
shipping services to regions of' heavy traflic. The traditional port-to-port routes have been replaced 
by veritable grid networks assembled around trans-shipment ports where difTcrent trade routes 
intersect and interconnect. The shipping lines have thus been able to connect trading points and, 
by increasing the size of their ships and making full usc of them, have achieved economics of scale 
in deep sea hauls through reduced nnit costs and transit time. By organizing:- often alone, or 
sometimes with other shipping lincf'l - secondary transport networks served by purpose-designed 
feeder ships, they have increased the number or ports served from a single port of shipment. By 
extending their operations upstream and downstream, they have achieved sweeping economics of 
scale and gained other advantages that have enabled them to ofTcr shippers a made-to-measure 
service. 

30. Trans-shipment is also expanding in some clcvcloping countries, especially when the cargo 
volumes to and from these countries arc not big enough to justify direct vessel calls or when the, 
location of these countries' ports arc remote from the main maritime routes or the port facilities 
in these countries are not suitable f'or main line vessels to quickly load and discharge. 

5. Specialization and econornLe~_.<?L.:~;_c;_Cl.J~ __ g[gs<::t:tf1_::gg_ing __ v~~5<::1~----

31. Specialization of international cargo transport equipment has taken place in inland transport 
such as the block train or as in some countries double-stack train for container transport or in sea 
transport by using specialized vessels. Today, the multipurpose conventional general cargo vessels 
are restricted to a limited category of cnrgocs and to n limited number or trade routes. Most of 
the world's trade is handled by speciali:;cd vessels. Liquid/dry bulk carriers and full container 
vessels are two major specialities while ro/ro ships. cnr carril~rs, log carrier, fhtit carriers, heavy lift 
carrier etc belong to a third c1tegory. 

32. Together with the speciali;.ation of' ships, the economics of scale led to an increase in the size' 
of vessels. Let us take the example of' crude oil transport. In March 1991, from the Persian Gulf 
to Japan the rate structure f'or various ship sizes is shown in the Collowing table. 

l'ah!t? 1-5 

Quantity of' cargo (I) !?ali' Index 
(or ship size) (ll'oridsca!r.) 

50,000 215.0 /00.0 
70,000 190.0 8/·5'.4 

/50,000 140.0 ri5. I 
255,000 85.0 39.5 

Source: "!l.~ian l'ixltlle.l", Maritime A.fia {Mel)' /()()/ ), p.32 

In the dry bulker sector, we have a similar rate structure. The majority of big container vessel op
erators arc now replacing their !lect with the fourth generation trans-oceanic containerships, say 
post-panamax with a capacity or more thnn ],:'iOO Tl~lJ. The economic advantages to be gained 
by a 39.6 meter-wide post-pananwx ship as compared with a panamax arc: a reduction of ap
proximately 43 per cent in d.nily consumption per TJ~lJ nnd 2:1 per cent in construction costs per 
TEU transported. 4 Table 1-6 is n f'orccust of' the world container ship fleet for the next thirty years. 



'/'able I -6 
Forecast n(' the world container ship .fleet structure ( /988-2000) 
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Source: V.Champion, ",<.,'hipping l~'xamplc?", Cargo .<.,)'stem (.!an. /99/ ), p.41 

6. Customer"oriented diversi~y __ ~lX1~l_!)~,l{i_bi_I_i!Y._ 

33. Customer orientation is a vital concept for the formation and improvement of the world 
transport system. If we say that world trade is prodnction and consumption driven, the interna
tional transport/distribution is then trndc driven nnd hns been in n ''buyer's market" with flerce 
competition. To be as close as possible to one's customers is the key to success. 

34. Diversity and flexibility arc the two essential clwrncteristics that customers require. To fhlly 
satisfy all customers' needs, the tnmsport service should he tailor-made with particular service 
patterns to meet each individual customer's needs. This can he described in three words: first, 
awareness - which means that one should he constantly aw:trc of' the customers' needs; secondly, 
willingness- one should be willing to listen to the customers and to take the trouble ofmaking the 
necessary changes; thirdly,speed - when changes nrc called for, make them quickly. 
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Chapter II 

NEW ROLE OF SEAPORTS IN INTERNATIONAL TRANSPORT, 
FOREIGN TRADE AND NATIONAL ECONOMIES 

35. The reason for discussing the development oftradc and transport before discussing the actual 
subject of ports is not only because trade and transport generate port activities, but also because 
today seaports arc an integral part of the international transport chain and world trade. In fact the 
role of ports was not as important to national economics when the development of the latter was 
mainly dependent on national markets. It was during the sixties and early seventies that half a 
dozen developing coutries, particularly in the Asian Pacific region, successfully fransformed them
selves, through foreign trade, into what we call today "newly industrialized economies". 
Globalization ofnational ecnomies hns become alnwst non-reversible in industrilized countries and 
many governments in developing countries arc shifting fl·om investment-led or import-substitution 
to export-oriented macro-econornic policies to stimulate commercial activities. The emphasis on 
export-promotion has generated a substantial increase in external trade volumes in some regions 
and put into sharp relief the strategic importance or ports a ncl their pivotal role in the achievement 
of national economic goals. In this chapter, we shall analyse the new role of ports under these 
changed economic conditions. · 

A. From administration to commercialization - a changing attitude 

36. In the past, the normal pattern was for ports to be managed by governments or government 
agencies. In many cm,mtries, especially in developing countries, ports have traditionally been 
managed following the general principles of public administration - profit-making has not been the 
governing consideration. · 

37. This was not without good reason. Most ports and their facilities in the developing world 
are public assets (although port privati7.ntion is taking place in some countries). Being usually 
considered as a mere interface between a natural captive hinterland and the sea, most of the ports 
are not required to act as profit rnaking institutions hut they have to satisfy numetous objectives' 
including social and political ones, such as national safety, contribution to the state budget or local 
employment. In the past, port competition either did not exist or existed only on a small scale and 
ports were enjoying a special quasi-monopoly position. In countries where the national economy 
was totally planned, the demand (cargo throughput) f'or port services was determined through ad
ministrative channels rather than through the free market. Consequently, ports were looked upon 
as administrative entities instead of commercial bodies and this was rcOected in many aspects of 
port organisation and management. 

38. Over the last thirty years, the environment in which ports arc operated has greatly changed. 
The old-fashioned attitude of' being politically and administratively regulated has made the port 
incapable ofadapting itsclf'to incrcnsing port competition nnd satisfying the needs of foreign trade 
and national economy. Today the commercial f'tmc:tion and character of ports are being fully re
cognized. sorts should be considered first and foremost as commercial undertakings like any other 
industry. Since world trade and transport arc part of' a highly competitive market, all ports are, 
without exception, in the fhmt line of' the same international competition, even if the direct inter
port competition in some countries is not apparently fCit. To survive and develop in such circum
stances, ports need to be given rnore fl·eedom and responsibility based on commercial princ:iples. 

39. There arc various wnys of changing fl·om an administrative viewpoint to a commercial one. 
Privatization is one, corporatil'.ation (adopting n corporate structure) is another. As an illustration 
ofthe latter, ports in New Zealand have some note-worthy expcrienccs. 5 In the mid 19SOs the New 
Zealand government began to rcalilc tlwt its I I arbours Act, under which ports were managed by 
Harbour Boards had to be abandoned, Cor it constrained the Ilarbour Boards fhnn acting as 
commercial operators, restricted competition and f'ailed to allow ports to have clear and measur
able accountability and petformancc. Ill I9BB the Port Companies Act was passed to improve the 
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efficiency and performance of' the ports. As a result, I 3 1-:>ort companies were formed carrying out 
port-related commercial activities to control their ownership in the country's 14 main ports. Al
though ports are still state property, this appropriate measure of port corporatization, together 
with a port labour reform act, hnvc led to considerable improvement in productivity. In 1990 the 
average ship turnaround time for all the main ports in New Zealand was reduced by more than 50 
per cent and waterfront gang size reduced by more than 40 per cent as compared with the same 
indicators for 1989. 6 

40. Ports are not only the interrace locations for cargo between land and sea transport, but they 
also provide opportunities for the development of' cntrepot trade and free ports/ free trade zones. 
The trend towards commercialisation has in many cases enabled the port organisations to widen 
the range of their activities. 

41. The same process of commercialisation has also allowed ports and port organisations to 
place a higher priority on achieving financial objectives. At first sight, an obvious measure to 
achieve such a result would be to increase port charges, but economic, commercial and other fac
tors have made inter-port competition nlf stronger than was formerly the case. And even where 
monopolistic situations exist, the governments of the countries concerned may not necessarily 
permit ports to usc their monopoly position to increase their charges. Another approach is for the 
ports to seek to improve their financial performance by reducing their costs. There have in fact 
been considerable reductions in the cost1) of ports in some countries, e.g. where deregulation of 
employment rules in the port industry has Jed to substantial economics in manning and labour 
costs. However, such changes tend to he of a non-recurring type and may not be ef!ective in many 
countries because of the lack of alternative employment opportunities for the port workers con
cerned. Therefore, additional cargo, additional vessel calls and the improvement in the utilisation 
of port facilities, remain the primary means or improving the financial performance of ports. 

B. An active ami main actor in tlte world trade a!ld transport system 

42. When international economics, trade and transport were not integrated as a single system, 
production and trade were treated as two separate elcmenB and transport was segmented in dif
ferent stages. Ports in such a situation .iust carried out their traditional functions -
loading/discharging to and fl·om vessel.~, independent of' and sometimes indificrent to what was 
going on in production, trade or transport. As was described in the last chapter, this situation is 
changing rapidly. Ports arc now the catalysts that initiate a wide range of cori1rnercial endeavour 
in surrounding areas and adjacent hinterlands to stimulate their economy and trade. 

43. To identify the new role or ports, we need to trace and analyse the foreign trade and trans
port chain. This chain certainly docs not start with the port, nor even with the factory that 
produces finished products. It actunlly begins fl·om the production site of the raw material, or the 
intermediate or semi-finished products and goes on until the product reaches the final user in a 
foreign country. It is not tnerely a simple transport chain because the goods, along this chain, are 
transformed from raw or intermediate materials into finished products. To rationalize all the ac
tivities involved in this chain nnd to minimize the overall cost, one needs a logistic approach. 
Therefore for any given product the question is to decide when and where these activities should 
be carried out. Four principles <Jre generaly applied to this question. 

• They should be carried out where and whenever the cheapest acceptable production factors 
can be found; 

• Where and whenever minimum 'dead time' is needed; 
• Where and whenever minimum transport is required; 
• Where and whenever the greatest concentration or products is achieved. 

44. Here we can appreciate that ports, as ''nodal points" on the transport chain, have a great role 
to play. We can illustrate such a point through the following fictitious example: In a country 
product X was assembled at inland point ;\, with parts coming from a wide range of sites: B, C, 
D, and E throughout the region. The product once assembled was transported from A to port P 
for export as shown in figure Il-l. 
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Figure II-/ Figure 11-2 

The port then initiated a calculation of total ton/km transported to the exporter and invited him 
to move the assembly point to the port area where the necessary conditions will be provided for 
by the port. This process is shown in figure 11-2. Result: important reduction of inland transport 
cost before shipment (including time saved); this in turn leads to a lower FOB price ofthe jxoduct; 
which in turn makes it possible to increase export. Obviously, this is an additional traffic for the 
port. The shifting of the assembly 11oint or other industrial cargo processing activities to the port 
area is certainly not recommended everywhere, since in ccrtnin countries land and other resources 
are too expensive in the port area for industrial units to be set up. I Iowever, what is important is 
the logistic approach which not only takes into account the minimum transport cost and dead· 
time, but also ensures the cheapest acceptable production cost. In other cases, the same logistics 
approach may well indicate that industrial units be moved frorn the port area to inland territories 
where productive resources (such as land) arc cheaper, even though transport cost may be higher. 
This is the actual situation in some industrialised countries (e.g. in North America). Each year 
China imports a large quantity of fertilizers fl·om Europe, hut farmers and distributors don't like 
bulk fertilizers which arc difllcult to usc, to distribute and to store. On the other hand, bagged 
fertilizers are much more expcnflive to buy, to transport and to handle in ports. In order to solve 
this problem, ports in China installed fertilizer-bagging equipment alongside the quay and organ
ized a bagging work group. Now the i1nportcd fertilizers arrive cheaply in bulk at the ports and 
then leave the ports in hags with added value and to the satisfaction of the peasants. This kind of 
logistic approach ofthe ports benefits both port users and the port itself. German car maker BMW 
is going to set up a storage, packing and distribution center of spare parts in Antwerp for 
European and North American markets. The spare parts tire made overseas and will be shipped 
to Antwerp in containers, then packed, stored and distributed all over Europe including Germany 
and North America. This centre will hnndlc about 250,000 spare parts per year. 7 The choice of 
location for such a centre is a logistic decision since production is located in diflerent places and 
so is consumption, · 

45. From a logistic viewpoint, three main reasons, among others, give ports a strategic position 
in today's international production trade and transport system and allow ports to have a more 
dynamic role to play. · 

• First, ports arc the starting and ending points f'or maritime transport. Maritime transport, 
containerized or in bulk, is always the mode of' transport which moves the biggest quantity 
of cargo. Consequctly ports, along the whole transport chain, always have the highest con
centration of cargo. This c1irgo concentration is the best way of achieving economies of scale 
when additional industrial, commerciul, technical activities arc required. 

• If the biggest difference in production fltctors exists between continents (or among countries 
separated by relatively great geographical distances, so that maritime transport is normally 
needed for cargo movement), ports arc the logical places where the contributions of different 
factors of production ctm be combined in an advantageous rnanncr. That is why countries, 
iron/steel factories arc built in the port area using imported raw materials. Export industries 
installed next door usc this iron and steel products and tprn out cars and machinery. The,s,e 
m;c exported fromthc port urea with a big cost advantage in the internationalmarket. · 

• Thirdly, for world trade, ports remain the biggest and most important transport ITH)de interc 
races where shippers, n·eight f'orwnrdcrs, shipowners, ship agents, cargo distributors, cargo 
transformation companies, packing companies, land transport operators, customs ofllccs, 
cargo inspectors, hanks, insurance companies and other relevant organisation are located. 
Ports are therefore important inl"omation centres. 

-~ 
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46. As described above, ports can he the motor or stimulator of' foreign trade and local/national 
economy. However, not all ports arc playing this role or they may not be aware of the opportu
nities and risks offered by the changing world economy and their potential role in it. 

C. Port de••elopment - .fhml a transport centre to a logistic pla(form 

47. Ports. Today ports can be classified into three different categories or generations. This 
categorization is not based on the si:1_:9. or the geographical location of the port, nor on the public 
or private nature of its organisation. It is based on three criteria: (a) port development policy, 
strategy and attitude; (b) the scope and extension of' port activities, especially in the area of 
information and (c) the integration of port activities and organization. 

1. The first generation port 

48. Port development policy, strategy and attitude arc rundamcntal points when distinguishing a 
new generation port from an old one. Until the 1960's, ports were merely the interface locations 
for cargo between land and sea transport. Tradition and habits of' those years have conditioned the 
thinking of many people involved in port activities. Apart fl·om cargo loading/discharging and 
storing, other activities were not usually being carried out in the port area. Today, this way of 
thinking still exists and limits the conception of' the port to a fixed and limited role, which in turn 
conditions the decision makers nt government, municipality or enterprise levels to favour con
servative or passive policies. Consequently governments may restrict the activities of the ports to 
a minimum, such as loading/discharging, storage and some navigational services. Investments are 
concentrated on waterfront infhtstructurcs without any awareness of what is happening to the 
vessels and cargo outside that waterfl·ont area. Such attitudes and restricted scope of activities have 
led the port towards organizational isolution. The port organization isolation has three major as
pects. 

49. First, the port is isolated fl·om the transport and trade activities. Often in a monopolistic 
situation, these ports are rarely concerned about the port users' needs. Participation of 
trade/transport interests in port decision-making process is limited and port marketing promotion 
is rarely considered. Usually these ports hnve their own systems of' information, documentation 
and statistics and have no regard f'or their cornpatibility with port users' systems. 

50. Secondly, the isolation of' port orgnni7.ation can he round in its relationship with the 
municipality that surrounds the port. The port considers itself' as nn 'independent kingdom', so 
does the municipality. Cooperation is rarely ~ought nne! each one's development plan is carried out 
separately. Ports, by their very nature, arc strong compared to other local units of' economic ac
tivities and are often the only organi7.ntion capable of' being independent entities. 

51. Thirdly, in a first generation port, the different port activities or port co'mpanies arc isolated 
from each other. This means that at the commercial level the diflcrcnt port activities never act to
gether in unison, but make their decisions independently of' how other organizations in the same 
port will react. This was nevertheless quite natural at the time of' pre-containerisation, since the 
commercial relationship between dillcrent activities of' the port was casual. Productivity was not 
high and cargo movement was slow. Users were more Ouniliar with individual sectors of diflerent 
port services, rather than with the port in its entirety. 

52. It is however worth noting that the notion of' the first generation port applies particularly 
to general cargo ports and some bulk cnrgo ports, while some other bulk cargo ports especially 
those located near raw material producing sites have always concentrated on intermoclal sransfer, 
e.g. loading of cargo with pipeline or conveyor belt onto vessels in Saudi Arabian or from the 
Australian hinterland to the ports. 

2. The second generation pot:_!._:~_ 

53. T n this category of ports, governments, port authorities and those who provide port services 
have a broader understanding of' the functions or seaports. The port is regarded as a transport, 
industrial and commercial service centre. Thus ports arc allowed to undertake and ofler industrial 
or commercial services to their users. \vhich arc not directly connected to the traditional 
loading/discharging activity. Based on n broader conception and management attitude, port poli
cies, legislation and development stratc!lies arc made. 

54. As a result, the scope of' port activities is ex tended to commercial or any other relevant scr-
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vice such as cargo packing, rnarking and industrial services such as cargo transformation. Indus
trial facilities are built up within the port area. Theref'ore, the port develops and expahds towards 
its hinterland with industries such as iron and steel, heavy metallurgy, refineries. and basic 
petrochemicals, aluminiurn, paper pulp making, fcrtili7.crs, sugar and starch, flour tnilling and var
ious agro-food activities. The second generation ports arc not only transport centres blit also in
dustrial and commercial centres. They emerged around the sixties with an increase in the quantity 
of raw materials imported into industrialized countries. This was accompanied by the use of large 
tankers and dry bulk carriers in maritime transport. These ports arc commonly catled 'Industrial 
Ports'. Figure 11-3 shows an example viz. the port-industrial complex of' Fos, France, in the late 
70's and early 80's. 

Figurf' 11-3 l'hr rnwt and industria! zone o/ Fos 

~ Existing indusrry 

122:] Vacant industrial/and 

§ Oil storage 1:::: :I Proposed expansion -- Road 

Eill] Urban area CJ Proposed commercial port _.._... Railway 

Source: .!.N. Tuppen, "The Port Industria! Complex o/ Fos: 11 Regional Growth Centre?" Seaport Sys
tem and Spacial Change, edited by /J .. )'. lloy!c and!>. llilling, 1984, p.307. 

55. Organization within a second generation port is difTcrent from that of' a first generation one. 
Second generation ports enjoy a closer relationship with transport and trade partners who have 
built their cargo transformation facilities in the port area. I Iowevcr, only the big shippers or 
shipowners benefit from that activity. The number of privileged port users is small and their re
lationship with the port organization is quite· simple and direct. The second generation ports also 
have a closer relationship with the municipality since they are more dependent on the surronding 
city as regards land, energy, water and manpower supply as well as the land transport connection 
systems. Inside the port organization, different activities arc become more integrated in keeping 
with the increase in quantity and the quick turn-over of cargo throughout the port. However the 
integration of second generation ports is often spontaneous rather than organized. 

3. The third generation ports 

56. These ports emerged in the I 9RO's, principally due to world-wide large scale containerization 
and intermodalism combined with the growing requirements or the international trade as described 
in chapter I. 
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57. The policy maker, manager and operators of the third generation port have a very different 
understanding and attitude towards the running .and development of their ports. They see their 
port as a dynamic node in the complex - international production/distribution network. Based on 
this thinking, people have changed their management attitude from the rather passive offer of 
facilities and services to that of active concern and participation in the overall international trade 
process. For centuries poeple in ports used to wait for vessels and cargo to come in, believing that 
"the cargo will follow the vessels". But now they have realized that the cargo flows are much more 
volatile than in the past. Efforts have been made to gain and to keep them. These efforts 
necessarily are directed to promote trade and transport activities which, in turn, generate new 
revenue-making and value-adding business. As a result of such efforts, the ports have been turning 
into integrated transport centres and logistic platforms for international trade. 

58. Activities and services in such third generation ports arc specialised, variable and integrated. 
They are sub-divided into four tnajor different categories which can be explained as follows. 

(b) Traditional port services 

59. This does not mean that with the advent of third generation ports, the activities of the first 
and second generation ports will cease to exist. Actually, the traditional port services such as cargo 
handling is and will remain the backbone of' port activities. The diflcrenccs is that in a third gen
eration port, together with conventional services, logistic and total distribution services are being 
provided to port users. M oreovcr, in a third generation port all conventional services arc carried 
out by .modern equipment and management know-how controlled by electronic information tech
nology. Cargo handling and storing arc carried out with information distribution. Port 
infrastructure is planned with equal consideration to "port inf_ostructure". (information processing 
facilities) Consequently in a third generation port, navigation services, cargo handling, storage and 
other traditional port services involve modern port organization and management and are highly 
efficient. 

(c) I ndustrialjenvironmental services 

60. There are two kinds of' inchtstrinl services in a third generation port. One is ship/vehicle re
lated industrial/technical services, such as ship repairing industricr:; and other engineering and 
technical services. These services arc or great importance for a modern port in the marketing sense, 
to ensure high productivity and to build a reputation for reducing technical and commercial risks 
to the port user's equipment. The second kind of industrial service is cargo-related. the port's aim 
in providing cargo-related industries or allowing others to establish such industries within the port 
area is to generate more cargo throughput and more value added f'or the port. A survey published 
in Canada in 1990 reveals that the port or Toronto and its surrounding industries contribute eco
nomic benefits in excess or one billion Canadian dollars ;mmwlly.R In some countries, export 
processing /':Ones have been established in or ncar the port area with attractive commercial concli-
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tions. Raw and intermediate matcri;ds arc imported through the port to the zone and finished ., 
manufacturing products such as clothing, textiles, f'ootwarc, household electrical appliances and 
many others are packed into containers at the port area to he shipped to the world markets via the 
port once again. The industrial service contributes to the value added. For instance, Amsterdam 
has for a long tiri'le included adding value to goods as part or its activities. Thus high grade coal 
(ash content of four per cent) shipped rt·om Kalimantan mine in Indonesia, is processed at 
Amsttcrdam's facility of Rictbndcn to reduce the ash content to one percent. Similarly in Ghent, 
Belgium, the coal terminal specialises in processing solid rue!, through dry screening, Wet screening, 
washing and drying. The main aim is to add value to the primary product. 9 

61. Modern ports should be equipped with necessary f'ncilitics for environmental protection. 
Ships and cargoes have long been sources or pollution in the port area (such as ship's wastes and 
refuse and dangerous cargoes), and with industrial activities in port area, environmental problems 
are becoming one of the major concerns of' port managers. In the {) nited States, several major port 
development plans cannot be implemented pending npproval of' ofTicial authorities on their envi
ronmental impact. 

(d) Adminstrativejcommercial service.~ 

62. After World War II, international trade expanded rapidly, accompanied unfortunately, by 
administrative procedures which became increasingly complex, sometimes turning into real trade 
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barriers. These adminitrativc procedures arc highly concentrated in ports. Nowadays, the quick 
and high volume merchandise movement among diflcrent countries requires not only that the port 
be efficient in its management, hut also in its procedures, administrative regulations and services. 
This is one of the charactercstics of' a third generation port. 

63. Port administrative efTicicncy falls mainly into two groups: (a) documentation and regulation 
and (b) the working schedule. Port documentation, if' it is to he eflicient, should be simple, com
patible with tha:t of trade and transport nnd computerized. As one manager of the port of 
Singapore said 'if one were to trace the cause of congestion in a port, very often it can be found 
to be a slow information flow. For instance, iC there is congestion in the container yard, it is likely 
that the documentation process for releasing containers will take too long, there by limiting the 
out-flow of_containers from the yard.' 10 Very high port documentation productivity can be ob
tained through the EDI (Electronic Data Interchange) system. With this system, in the port of 
Singapore, all documentation work for an entering, registering or departing of containers can be 
done in 30 seconds at the port gate. 11 (EDT discussed again later, when discussir}g logistic services) 

64. Another aspect of administrative efllciency is the port working schedule. Modern ports can 
no longer afford to keep the old traditions or working only on "weather working days" and only 6 
hours a day and 5 days a week. Today, ports arc not only equipped with very expensive 
infrastructure and facilities hut the vessels and merchandise they service are of extremely high 
value. Even maritime transport is no\v calculated by the hour. The time spent at ports costs 
thousands ofdollars per hour to cargo owners, ship owners, as well as to the ports themselves. In 
one European port, gantry cranes can move as many as 25 containers per hour but are restricted 
to around 10-15 per hour, because or customs requirements. 12 On the other hand, in another· 
European port, an American shipper's distribution centre in the port is considered a 'fictitious 
warehouse under administrative control', where direct physical customs control is replaced by ad
ministrative controls: cargo can he handled, received, packed and shipped 24 hours a day and seven 
days a week. 13 Modern ports providing 24·fwur service depend largely on the conunon efforts of' 
the whole port community including obviously port administration. 14 

65. Along with efTici13nt administration, a third generation port may provide administrative ser
vices. This is especially the case for a free zone status. For a transshipment port the free zone 
status is one of the essential conditions. This is also true for a cargo distribution centre. Export 
manufacturing/processing activities should he included in the ft·ee ?:one, which can greatly increase 
administration efficiency both ror importing rnw materials and exporting finished products. 

66. Commercial service is in f[tct one of' the traditional activities or sorne ports. In the past, fish 
and merchandise were traded and distributed in main fishing ports. Recently, these commercial 
activities have been reinforced at the port area rnainly because of' logistic concerns. A third gener
ation port can provide or make available all the necessary commercial requirements for direct and 
indirect port users. In many modern ports, banks, insurance companies, legal services and com
munication services arc highly developed. In Rotterdam and Antwerp some business parks have 
been created in which there are trade and distribution centres for individual foreign countries. 15 

In the Caribbean, the port or Guadeloupe has recently established an 'Foreign trade zone', which 
includes a 20-hectare free trade warehousing zone (upon completion, capable of' providing 75 
OOOM2 of rented warehousing to trading and industrial companies); a 25-hectare industrial park 
where tax-free warehousing is provided and a world trade centre consisting of 2000 M2 of oflice 
space, exhibition facilities, conference equipment, \vorldwide communication possiblities, language 
consultants, information and other services. 1 6 

(e) Logistic/ distribution services 

67. At a third generation port, all logistic characteristics arc incorporated into its conventional, 
industrial, environmental, administrative and commercial activities. I lowevcr, one new and typi
cally logistic activity of a port today is its distribution service. Distribution is different from storage 
in three aspects. 

• Storage is viewed by its users ns n segmented runction, isolated from transportation, pro
duction or consumption nctivitic~. Distribution, on the contrary, is considered by its users 
as a logistic function in the whole transport chain and is indispcnsible. 

• In a port there are two kinds or flows: cargo and information. Storage is normally concerned 
with the cargo flow and is independent or the information flow. Storage workers, for instance, 
need not be concerned with the origin or destination or the cargo, its future use or the mode 
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of its transport. For distribution, all these bits of information are as important as the cargo 
itself. Cargo and information arc two inseparable clements and both are to he distributed. 

• Storage is necessary when production, tnmsportation and consumption do not keep pace with 
each other. Storage is normally not a value-adding activity; wherever possible, storage should 
be reduced to the minimum. That is the reason why ".Just- I n-Tirnc" delivery is widely welcome. 
On the other hand, distribution activity, including storage, is a value-adding activity without 
which the transport chain cannot he complete and cargo cannot reach the customers as it 
should. 

68. It is essential to distinguish between distribution and storage to understand what port users 
really need. As explained by the logistics manager of a distribution company in the port of 
Rotterdam: "Demand from the Far East and the United States Cor central distribution facilities 
has increased, ... if I were just to ofrcr warehouse accommodation, I wouldn't have any clients. 
What they require is an integrated logistic service." 1 7 

69. Containerization and intcrrnodal transport have increasingly transformed the port into a 
kind of "passing corridor" where goods just pass through without creating any value added. Port 
people have found that the traditional facility and concept of' 'warehousing' is meaningless for 
most containerized cargo. Yet, the major industrial and commercially developed countries are re
ducing the number of distribution and storage centres, requiring improved services, creating logis
tic operations and relying more heavily on specialised companies for their cargo distribution. 
Therefore, while some old activities arc losing ground, new ones arc emerging. For all ports, this 
is a challenge and a big commercial opportunity. Nowadays, major ports in North America, 
western Europe and in sorne Asian countries arc making enormous efforts towards the develop
ment of this new business. Ports in developing countries should take this matter seriously and 
prepare themselves without delay for promoting commercial functions and becoming distribution 
service centre. 

70. A port distribution centre can he used for the import and cxportof' cargoes. Let us take im
port distribution in analysing what a port distribution centre should be. Normally ports only make 
available all necessary distribution fltcilities then leave the distribution activity to specialized com
panies ( exept for some operating ports where cargo distribution is ('a t-ried out by port authorities). 
The main facilities and conditions arc discussed below. 

-- Warehouses 

71. Warehousing is still one of' the mo~t important !'unctions of' physical distribution. Ports 
should provide sufTlcient storage ~pace and warehouse~ should be located at the proximity of the 
port terminals. The layout and equipment of' the warehouses should be well adapted to the high 
requirement standards of port users, such as air-conditioned storage, high-rack storage, fully 
computerized monitoring systems. For ha:1.ardolls cargo, the warehouse should have liquid-proof 
floors, ventilation facilities, fl rc- resistant vva lis and a sprinkler system. The warehouses are to be 
equipped with modern technology. Some of' them have even introduced the computerized rack 
storage system. In most ports, warehouse building has to fitcc three main problems: the availability 
of land and road/rail transport connections; relatively large capital investment and delay in con
struction. While the first problcrn requires long term planning nnd close cooperation between the 
city and the port that will he discussed later on, the recent experience of' Tilbury, (United 
Kingdom) illustrates how the other dirTiculties have been tackled. In March 1991, the port of 
Tilbury completed the building of' a new storage capacity of' R2RO M2. The project provides high 
capacity storage at low cost and wa.~ completed in just over four months from start to Hnish. The 
building structure itself basically comprises a galvanishcd steel f'ramc covered with a PVC-coated 
polyester f'abric. This is, reported, to he UV-stahilisccl, long-lasting and is tested for tensile 
strength and frame retardcncy. The new building costs 40 per cent less than a conventional one 
and it can he moved or even sold with very little difliculty. 1 

H This is an example of cfl'orts made 
in the right direction. Ilowevcr, a port should exercise caution vvhcn following another's example. 
In a port with distribution servoces, specialised warehousing should be provided or planned when 
special traffic (fruit, steel products, car and sparcparts, chemic<1l products etc) tends to become 
important. One should also f'oresec the possible disappearance of' this or any other traffic. When 
the operators do not have the capacity to invest, the port authority and the entire port cornmunity 
should combine their cfl'orts and mobili:;c the necessary resources in order to ensure that their port 
remains on the fi·ont line of' the market, 

-- Water/air/land transport connection 
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72. In developing countrie~, as well as in many other countries, the inefficiency and inadequacy 
of inland transport infrastructure is oftet1 the biggest barrier for ports to meet the requirements 
of trade and become distribution centres. Since the transport infrastructure is normally undertaken 
by municipalities or governments, ports should present their distribution centre plans to these au
thorities and work with them closely if the inland transport infrastructure is to be improved. The 
location of distribution centres should he within easy access of the inland transport iwtworks, 
which are vitally important for the good running of the port distribution centre. This is highlighted 
by a recent survey on "Ports' perception towards future", conducted in January 1991 by the 
International Association of Ports and Ilarbours. Table 11-1 is one ofthe results ofthe survey and 
shows that ports regard as most important (more than one hundred ports in 30 countries) in re
lation to their municipal authorities. ;\~ we see that road access to ports ranks at the top of ports' 
concerns. 

Items 

Table 11-/ 
Priority <~{items 

No.1 No.2 No.3 
Priority 

No.4 No.5 To!. 
Road access to port 20 22 /8 II 4 75 
Ware house/ distribution facilities 21 22 r:; (. 17 4 72 
Urban & civic development 16 /3 II 16 9 65 
lntermodal terminals 15 14 14 6 8 57 
Rail access to port 8 II R R 4 39 
Cruise industry 2 3 II 6 13 35 
Office space development 4 3 (j (j 12 31 
Airport 2 2 4 4 4 /6 
Teleport () () (j 4 4 14 

Source: The International Association of Ports and llarbors "Report on the Survey on Port's Perceptions 
Towards Future", (May I 99 I), p.R. 

-~ Logistics and EDI (Electronic Data Interchange) 

73. One of the most important features of a third generation port, being a part of the transport 
chain, is its capacity for information processing and distribution. In the past, the quality of a port 
was directly linked to the quality of its infrastructure and services. Today an additional factor is 
needed: the quality of information or, in other words, the "infostructure". A good information and 
data flow is a pre-requisite for rapid and cflicient cargo flows and thus the competitiveness of the, 
port. Actually a third generation port is an information centre. First of all, constant information 
is required within the port organization for the rnanagemcnt of various operational, technical or 
administrative activities. All kinds of information about cargo and vessels arc required by the port 
authority, Customs office, insurance company, banks, ~hippcrs, consignees, shipowners, freight 
forwarders etc. From the commercial side, there is a normal requirement to know precisely where 
the cargo is and what is the situation of stocks of c<Hgo in storage. In a modern container port for 
example, the logistics centre should provide: 

Information as to the containers tp be doscjargcd. With electronic data interchange, the 
information is available several days before vessel arrival. Using information technology, 
current status is available for imports within minutes of discharge. In this way, informa
tion is available as to which containers have been discharged, their location and when 
cargo is required to be delivered. 
Information on what containers arc located in the container yard, and on their length of 
stay. 
Information on what containers have been booked to move where, when, and by what 
transport. · 
Information as to safe working loads of' quay cranes, maximum rated capacity, additional 
lifting equipment for uncontaincrizcd and out-of-gauge cargoes etc.; information as to 
average handling rate!': etc. 
Information as to yard handling and storage capacity, including information as to the 
extent of delay to inland transport. Landsidc performance statistics will show which days 
or periods are good or bad: so encouraging scheduling so as to avoid bad days, whenever 
possible. 
Information with regard to the availability and cost or container handling equipment; 
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also information with regard to the cab/traction units themselves (very important for fuel 
economy). It is perhaps worth noting that over 60 per cent of short-sea box movement 
costs occur on inland transport movements alone. 
Information on inland road and railway transport and on feeder service availability (in
cluding costs), as relevant. 
Information relating to the logistics of re-positioning of empty containers for subsequent 
vessels. that is necessary because of imbalances in the numbers of containers discharged 
and loaded. It is important not only for 'general' boxes, but more specifically for 'spe
cials', e.g. insulated, reefer boxes, tanktainers etc. It is worth bearing in mind that hire 
costs are very high for 'specials', e.g. between Japan and the United Kingdom. 19 

74. The logistics centre will also maintain typical performance figures relating to certain classes 
of vessel. Information is also likely to he available if relevant, as to the length of possible delay, 
e.g. in some European ports customs and documentation delays connected with clearing the re
quirements of the European cornmunity common agricultural policy. 

75. The logistics centre will also maintain information with regard to the availability of'repair 
facilities for containers. Information will also he available on physical and related matters as rele
vant, e.g. with regard to: 

The existence of'locks and tidal delays 
Location of CFS and I CD f[H.::ilitie~, 'including cold storage, warehousing and distribution 
centres for both l1CL and LCL cargoes. 
Local labour rules/working practices etc. 
Availability/cost of pilotage, towage etc., and of' other port facilities, e.g. use of Jay-by 
berth, use of floating cranes f'or heavy lifts etc. 

Some supplementary information services arc also to he provided hy the port: 

Provision of information for shipowners/shipping agents, or for shippers, as where rele
vant, regarding shipping services, vvith details of' agents, contact addresses etc.; also cus
toms procedures and formalities, port health etc; potentially available traffic; transport 
cos.ts between the port and relevant inland cargo origins or destinations; port facilities 
and costs; details of' stevedoring companies (there may be a choice at a port), and their 
tariff.'l. 
Provision of contacts for port users: in the country in which the port is located, e.g. in 
companies .which may provide traflic; in f(Heign countries, in relevant ministries, port 
authorities and exporting and importing compnnics. 
Involvement in the provision of' through-transport service.~ 
Carrying out marketing work f()r the port in other countries, possibly jointly, e.g. with 
managements of terminals within the p(Ht. 

76. What must be emphasised is that storing all this information in a computer does not suillce. 
Computerization is not EDI. EDr i~ a system whereby clec1ronic information is interchanged be
tween one computer and another using a communication package which has the ability to share 
and exchange infonnation among port opcratms, administration and port users. In the port or 
Singapore for example, the EDI system links more than 600 important port users and 65 per cent 
of the transport documents arc handled by this s~'stetn. 20 

;\ cornputerizcd system must he available 
to process the information. 

-- Value-adding activities 

77. The term "added value" signifies value newly added or created in the productive process of 
an enterprise. Loading and discharging arc certainly value-adding activities, so are the industrial 
services of a port as noted earlier. In a distribution centre, added value can take different forms 
such as cargo consolidation and dcconsolidation - providing up-to-date information on the inven
tory and cargo movements; s1ufllng/unstufling containers; crating; pallcti?:ing; shrink-wrapping; 
labelling; weighing; repacking etc. In Singapore in 1990, such comrncrcial activities generated in 
Singapore in 1990 about US$ (J:\ million or 12 per cent of the port's total revenue. This 12 per cent 
is significant because without this the remaining 88 per cent of the revenue would be unfavorably 
affected. 21 The computer-rnakcr Amstrad had serious problems in rnpidly switching the stock that 
could not be sold in one country, to another country because of language specificity of the soft
ware and so on. One of the distribution centres in the port of Rotterdam solved Arnstrad's problem 
for the European market by putting together the right cornhination of hardware and software 

i 
I' 

1111 

,, 

I 



TD/BjC.4/AC. 7 /t4 
page 20 

components for each dcstinntion. (•'rom the distribution centre, one can keep tabs on the market, 
sec whether the predictions nrc nccurntc nnd react quickly, ensuring that the stocb do not pile up. 
This is the value that a distrihtttion centre adds to the product. Also in Rotterdam, together with 
other municipal departments nnd privnte enterprise, the port management has developed ,a plan to 
concentrate activities in the field of' trans-shipment, storage, processing, distribution and transport 
of fresh fruit, vegetables, decp-fl·O?:cn f'ood products and fhtit juices in the Vierhavcn area. Table 
II-2 shows the added value or tnm~H~hiprncnt to different merchandises in Rotterdam in 1 9R9. 

Tahle 11-2 
Added value in t !le f10f'l of'!? ot terdam.for l'arious I< inds of' cargo 

/9R8 /989 
/0/1.1' val'·~ I ton gm··l· tom gav* /ton gav* 

/71 " ! /)jl /000 /)fl m D[l 1000 D[l 
Grain/fodder 21.52 7,10 159,25 20../8 7,40 149,33 
Ore 42,56 2.40 102.14 45,02 2,40 /08,05 
Coal /(1,25 .? '()() 48,75 16.95 3.00 50,85 
Other bulk 2/,82 4 .on 87,28 24 .. 35 4,00 97,40 
Crude oil 85,59 2' ()(/ 17/,18 89,0.5 2 .. 00 178,/0 
Mineral oil 31 ,5() I I J!O 3()(i,l() 37.30 II ,nO 432,68 
Containers 34 .. 13 /0,/0 348,10 3R,40 /0,/0 387,84 
General cargo 10.17 .w.oo 305, f() I /,20 30,00 336,00 
Goods in vehicles 7,0 I 3/iO 25,2·1 /,5() 3,60 27,32 
Total (ex Lash) 271.111 In 13,7<) 290.04 1767,57 

Source: Port of Rottcrdo111 A 11111111! !<.et'</1'1, ( fi)R()l, fl. /0. 
* gav: gross added l'a/u(' 

-- Simplified customs regulations 

78. Excessive custorm regulations can become n very big obstacle to the physical distribution 
of cargoes. In a third generation port, the customs should be well organi?:cd, i.e. modern tech
niques should he used so that it would be unnecc<>sary to check each individual consignment at 
the cost of the port productivity. In the port of' Ie Tlavrc. the computer system utilized by the 
port community is connected with the computer s~·~tems of the customs. When goods arc im
ported, the information is fCd. intcr-chnn~cd :md processed. Only a very small percentage of the 
consignments have actually to he visih'd. Procedures mny require that in a port distt:ibuti<m 
centre, duty and excise taxes arc only p:dd on final deliver~·. (~nods being re-exported as well as 
goods entering the country should pny these nt the last stage. In Rotterdam, licences called 
"Femac Licences" arc issued h~· customs, \\'hich mcnns that one can hring goods into the vvare
house without involving the customs nuthnritics physicnlly. J\11 the products which enter the 
warehouse arc recorded on computcri;cd lists. When they arc .~old and leave the warehouse they 
arc again recorded on the li~ts. i\t the end of' every month. both lists arc handed to customs for 
import duties. Clients only pa~~ import duty when the good~ lcnve the warehouse. This means. 
they do not lose interest, which could involve lnrge nmount.s of' money if' the products are of high 
value. 2 2 

79. In some of' the more ndv;mccd ports, the distribution centres arc called "Distripark'', The 
concept involves bringing tn12.ethcr compnnies tlwt specialise in grouping, storage, freight for
warding, interrnodal transport. cargo distribution, customs docttnH.'Iltntion etc. together on a site 
close to a hub of water, ron d. rnil nr ilir trnnsport. This distripmk is integrated with port termi
nals and navigation activities :111d !(mns n complete plntf'orm f'or itltcmational trade and is called 
"Distribelt" in some ports. 

(f). Organizational integration 

RO. It is more diflicult fm :t port to become n third gencrntion port without undertaking some 
organizational changes rcgnrding the n:lntionship between nctivitics within the port area and the 
relationship between the port nne! the nlttnicip;tlitv (and local nnd/or central governments). The 
relationship within the po1 t <llT:t will he disc!lsscd in Chapter V., let us sec what the new re
lationship between port and it~ municip<tlity should entail. i\s n distribution and logistic ~ervice 
centre, the port is becoming mnre nnd more dependent on and integrated in the life of the sur
rounding city. With its much enlmgcd dimcn~ions and nctivitic.~. ports can no longer afford to 
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keep the simple and somc\vlwt indc~pendcnt relationship they lwd with the city as a first gener
ation port with activities limited to londinp:/tmloading of' cargo at the waterfront. An excellent 
city-port relation and full support or the former is one or the most important conditions for the 
success of any port. The surve~: hy 1/\Pll (mentioned in pam. 72 above) reveals that in there
lationship between the port nnd the city, the ports cmphnsizc the importance of: (a) hinterland 
transport access to pot't; (h) wareho11se/distrihution fitcitlities; (c) urban & civil dcvcloprnent and 
(d) intermodal terminals. I low cnn ports ohtnin support ft·om the municipalities? Port organisers 
must bear in mind two things: first tiH'Y must ndopt an active approach by presenting their port 
development plans to the city nnd go\crnments nnd explnining: fully their needs and diflicultics. 
Secondly they must convince the n utlwrities that cit~'/rqdon stands to gain fl·om the develop
ment of the port. 

St. In many countric~, the ntct th<tt the port and the city nwkc their own separate and inde
pendent plans has brought nhout mhnn degradation. In !itct the city and the port are largely 
interdependent and share lllutunl interests. The port ma~· hen hig job supplier and has various 
positive cfTccts on the locnl social :111<1 economic life. The city provides basic conditions for the 
port such as commercial l'<cn·ices. tekcomnHmication, land trnnsport, water supply, housing etc. 
In today's world, the city :md port ought more than ever to work closely together; each should 
look at the problem of' development fl·om the other's point of' view and consider the other's 
problems as its own. The city slwuld consider providing the necessary space for the port's new 
activities such as distribution centres nnd improving rail/road transport and telecommunication 
systcrns. Ports should thi11k more nhnut well being ol' the local community and make its own 
contribution. Many ports lwvc no longer the usc or old qunys and basin which are often located 
close to the city centre. When the rcl:ltionship between tile port and city is good, the reconver
sion of these assets would he ensicr to achieve. 

S2. Ports, especially those den ling \\'it h gcnern I cmgo, hn vc been undergoing an evolution Crom 
the first generation to the second nnd the third gcncrntions, \\'ith an increasing role in the 
transport chain and intcrrwtionnl trnde. There are two very important factors to be borne in 
mind when building a third-gem'rntion port, vii' .. ~~.!.'it.!£ and .<::2_S>J~(ful~tiot! of actions. Timing is 
essential since the third generation port requires rundnmcntal changes which can only he 
achieved effectively after .vcnrs ol' effort. The most diflicult task is., very often, the motivntion 
of the whole port communit~· ntH.! the cst;thlishmcnt, among nll parties including ca.ch docker in 
the port area, of a COIY1111011 cnn•wiotlsncss or the port-.~ dcn~lopment. The building or a 
third-generation port depends 011 the quality of' the joint work of' the port C01lltnUI1ity, 
government authorities, the ttlttlli<"ip:tlity nnd c\'etl the people living in the city. Sensitizing 
people to the dcsiratility or· ~;ucll a port. nccmding to past l'\periences in industrialis.cd countries, 
needs several years of'constnnt cfl'orts. Thi~.is pnrtl~~ hecnu~c the fhtits ofa third-generation port 
arc obtained only after a period ol' "~ (i )T<trs - even n cnmputeri~ed information system (or an 
ED! system) usually needs 11 to () ~:enrs hef'nrc it is considcr<'d flilly integrated and functional. 
Coot'llinati()n means that :1 third-gcncn1t inn port can onh· he huilt through actions being taken 
systematically, but not indqwndentl~- one of' the other. In other 1\'ords, the services previously 
mentioned concerning a third-gcncmtion port r.;:lwuld all he estnhlished in a coordinated manner. 
For example, the building: or· :1 di~!rihtttion centre should he nccompanicd hy l1exiblc customs 
regulations. The f'ollmving hn'\cd nnmplc is tukcn Ji·om the pmt of' I.e 1 Iavre, which shows the 
steps to be taken in turning the port intCl :t third .. pcncration one . 
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.--~----------"··-----------------------'·------------'-------...:.-" ____ " ______ --'-,..-___________ _ 

One third of the 250,000 inlwhitnnts of the city or I.e I Invre is directly or indirectly earn 
their livelihood from the port. Up to JtiR5, the port \Vas :t second-generation one with indus
trial and commercial services supplementing the tmditionnl tran.~kr of goods on the quay side. 
However, trafDc was stagnant and con1petition l!·otn other ports strong. Informal discussions 
started taking place within the port community in order to find ways and rncans of 
stengthening and motivating the port comnnmit~' nnd reactivating port activities and trafllc. 
Action was taken at four different levels: 

• The Chamber of Commerce, port authority nncl the I fMI!P (which is the federation of 
14 unions representing some 250 port and shipping organisations) created PORT ALLI
ANCE in early 19R7. Port /\llinnce is the p~:_l_1_1i_l_l_~_!_l__t___,_~IJ:uctur2 of t~1e whole port 
community. It has its Board and a Budget (with cqunl contribution fl·om the three parent 
organisations). Its objective is to stengthcn the port community and improve the port 
public relations. It acts at three levek 

-local level: 
Informing and sensiti1.ing nil member.~ of the comnnll)ity nbout their port (press and 
publicity campaigns, open-door d<l~' of' the port " 25,000 visitors, breakfast where 
some 10 key local people can raise questions to the port decision makers etc) It is 
essential that all members of'thc conmmnitv are motivated. 
-N a tiona 1/ i l_!~~r 11 a! i ~~!l<!.U~-~~!: · 
Publication of the mngn7.inc PORT ;\ L Ll !\ N<T. press campaigns, joint organisation 
with the port autlwrity on promotion dnys. 

• At the same time, the por1 authority reorgnni7cd its commercial fi.1nction placing greater 
emphasis on the questions of' shippers aspects nnd inl:md trnnsport. Market segmentation 
was reviewed and organi;.cd hy commodities and regions taking into account the trans
port chain aspects. Efforts were made to develop and promote: frequent and regular 
shipping services,; modern port rftcilitics: improved inland connections and new distrib
ution services. Commercial actions were organi1.ed at various levels involving all members 
of the port community. 

• Investments were made f'or port fi~eilities and equipment as well as for the improvement 
of inland connections (which is becoming n key fhctot· in choosing a port). 

• An information system of' interest to the entire pnrt conm11mity was established. Basic 
equipment was financed hy the port nuthority, hut the operation was conducted and fi
nanced entirely hy the concerned prnl'cssionals. !\ 11 import manifests arc systematically 
introduced into the system which is in a position to provide on-line information to all the 
authorized users on commerci:d ;1spccts, customs nnd physicnl rnovemcnt of goods. Ex
ports are also treated in the snmc wn~·. The <>ystcm is inter-connected with the Custorns 
system and the terrninnl operator and port :ruthorit~' S)'Stems. 

It took about five years t<_) __ (lc_~~-!-~~~-~l_tt~-~~-~~-~:~.c: ~~::~~r~-~~ed_!~~~~~-~-~_:_ ____________________ .:____J 

83. The three generations or ports differ in v:ll'ious respects :1s described above. Jlistorically, it 
is the large ports which hecnmc lirst the second nnd third gcnerntion ports. However, the size of 
the port is not a decisive 11tctor in this llcld. Olwiousl~.- there nrc dillcrent degrees in the process 
of developing port activities. Whnt i" importnnt is the mntivntion of' the decision makers. There is 
scope for many ports located in developing countries to become :1 second or third generation port, 
even if their size is limited. Tnhk 11-.1 shows the process of' port evolution and the major features 
of different port generations. 
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Chapter Ill 

PORT COMPETITION 

84. In the first and second chapters, we have analysed the changing circumstances of port pro
duction and described what a new generation port entails. In this chapter, we shall discuss the 
problems ofport competition and explain why a port should become a third generation port. 

A. Port integration 

85. In 1970, there were 35 ports in New Zealand, today the number is reduced to 15. 23 In 1970, 
North America had 17 major internationa I Atlantic ports, or which only 7 retained this function 
by the mid-1980's. 24 The transportation technology development and the effects of scale econo
mies have led to port consolidation and the emergence or ''main port" concept. To respond to the 
requirements of trade and international transport, modern ports have become increasingly costly 
to construct, expand, equip and manage. They arc so expensive that without a minimum concen- , 
tration of cargo flow and a concentration of' shipping lines in 110rts of call, a large port investment· 
can never be justified. The new transport technology such as large specialised vessels, 
containerization, intermodalism etc. nwke these two concentrations possible. 

86. For general cargo transport, port integration, together with the increasing practice of trans
shipment, has divided world international ports into two groups: One is the so-called "hub-ports", 
the other is the "feeder ports". 25 It is diflicult to say how many main ports there are all over the 
world and how many there will be in the future. It will largely depend on the development of na
tional and regional economics and that of foreign trade. I I ere is an example to illustrate today's 
situation: One of the world's leading lines 'Evergreen' provides an cast and westbound round-the
world service linking Europe, i\sia and North America, which together represent more than 80 per 
cent oftotal world container trade, crllls at only 22 ports eastbound and 21 ports westbound. 

87. Although all ports cannot he huh or main ports, it is not only these big ports that can be
come third generation ports. This should he horne in mind by port managers in tnc)st developing 
countries. To be a big trans-shipment port is not always a realistic prospect which, as described in 
the UNCTAD study on trans-shipment, depends on a number of factors such as geographic lo
cation in relation to main maritirnc routes; and a heavy national or regional traflic. This is often 
beyond the ability of many ports. But n much more realistic and promising way of up-grading is 
available to all ports: building the port into a third generation one. If the objective of the port is 
to ensure reduced total cost and maximum value-added for port users as well as to ports th~m
sclves, as analysed in a recent UNCTAD study on port management, 2 &s6, a third generation port 
is a valuable way. 

88. Turning a port into a third generation one is not merely an alternative solution - for most 
ports it will become the only means or survival. The port consolidation process witl continue and 
some estimates foresee that hy the end or the 1990s, North America will have only three or four 
major international Atlantic ports. A similar situation is possible in western Europe in some 
countries of Asia. Owners ol' high-speed post-panamax container vessels are considering further 
reducing their ports of call. l'ecdcr ships arc getting larger snlready over 1000 TEU in South East 
Asia), and there is a greater concentration in ports serviced hy feeder ships. This is definitely true 
since land transport has improved. Ports fitiling to develop and upgrade themselves, run the risk 
of being closed down. 

89. Port consolidation has been taking place through port competition. Ports compete with each 
other like all other service activities and only the strongest survive and develop. Today it is almost 
impossible to work out a port development strategy or a port promotion plan without first ana
lysing port competition to find out what must he done to overcome the port's weaknesses, to better 
satisfy port users and thus gain a share of the market. 
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90. Compared with other industries or service activities, ports arc less used to competition. In 
the past, each port used to have its o\vn group or clients whose activities were just within the 
proximity of the port area and its captive hinterland, whose business was often out of the reach 
of other ports due to the expensive and under-developed land transport system and sometimes due 
to political and administrative harriers. This resulted in the traditional conservatism of port man
agement. There was no need to worry about the captive market since the cargo could not be Oown 
or easily transferred elsewhere nor was any need to be concerned with the working of other ports 
since this was unlikely to aOect one. Today this situation is over in most parts of the world. Ports 
suddenly find themselves in the same competitive market, hunting cargoes in the common 
hinterland. Competitors come form ncar and rrom flu. Ports ha vc to take competition very seri
ously since it can dramatically alter their situation. To take a recent exarnple which took place in 
January 1991, the round-the-world shipping line Evergreen would no longer call at an European 
port and the new port of' call was a neighbouring port. This simple switch, in the eyes of the 
shipowner, meant a lot f'or these two ports since the shipping line's two sailings per week generated 
an annual throughput estimated at around 70,000 containers or about 105,000 TEUs. Already 
more than 100 job losses have been announced at the former port or call. 27 Many other similar 
examples could be quoted from almost all geographical areas. 

91. Today, a port faces three categories of' competition: inter-port competition; within-port 
competition and intennodal transport competition. 2 R 

1. Inter-port competitioll 

92. Ports in developing countries must pay adequate attention to inter-port competition even 
though such cornpetition might not yet psse a threat to a number of countries. The experience of' 
industrialised countries bas shown that if' one or all of the following factors change, inter-port 
competition emerges and develops very rapidly. 

93. Inland Transport System Each port has its mvn rnarket in which it enjoys a particular 
geographic advantage. When the inland transport system is not developed there might be little 
inter.port competition. If the inland transport system is improved, which is happening in some 
developing countries, other ports may he in a position to interfere and capture part or the market. 
Except for certain bulk commodities, the concept of' "a captive hinterland" will no longer exist. 
Will this be an advantage or a threat? For each individual port it can be either. Port personnel in 
developing countries must come to terms \Vith the Olct that once inland transport networks have 
been improved, ports will no longer be the sarnc. They will become either stronger or weaker 
through inter-port competition. For c;wmplc, the Andc~ Mountains cut off the Pacific coast rrom 
the rest of the continent. Existing land links between the Pacific and Atlantic coasts are slow, of 
low capacity, and suffer H·cquent interruptions. Recently, an ambitious plan has been proposed to 
create a transcontinentallandbridge acro.~s South America, linking the Pacific coast of Chile with 
the Atlantic coast or Argentina. Such inland transport improvcrnents will bring ports at two sides 
of the continent into cornpetition. 2

() In developed countries, such competition can be round 
between ports of the same region such as the ports in Lc I lavre - I Jamburg range or between 
distant ports such as the ports on the north west coast of' Europe and ports in the north 
Mediterranean, or between ports on the cast and the west coasts of North America. 

94. Trans-shipment Even ports in an island countries arc involved in the inter-port competition, 
because of trans-shipment activities. Ports on the north west coast of Europe compete for some 
British trans-shipment cargoes and ports such as Singapore, Keclung, Kaohsiung, Ilongkong 
compete for trans-shipment cargoes fl·om Thailand, the Philippines and Indonesia. 

95. Freight forwarders/M.~~ItimQ_dal~ trm~l'._C_Q_rt operatg~_( MTO~ Trade transportation 
arrangement is a very special profession. Freight rorwardcrs and multimodal transport operators 
play a decisive role in today's international transport evolution, especially in the revolutionary 
door-to-door intermodal transportation. They arc transport and distribution specialists and greatly 
influence port activities and inter-port co111petition in the tiJllowing ways: 

• Freight forwarders and MTOs often have their own operation and information networks in 
the region. Through such networks, port users arc inf'ormcd much better and quicker about 
every technical, commercial, opcrationnl or social diflcrencc between diflerent ports. This was 

'I 
I 

i' i 

I 
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not the case when shippers had to arrange their cargo transport themselves. So, now with a 
good information network, port users compare different port::; constantly, rnaking full use of 
every difiercnce and advantage and pushing ports into fierce competition. 

• Freight forwarders and MTOs have led to a loss of identification with and loyalty to specific 
ports on the part of shippers and consignees. Thousands of shippers and conseignees arc now 
represented by a small number of fl·cight forwarders or MTOs. These latter may have an 
equally close relationship with, and an ofTicc in, each of the competing ports. Shippers loyalty 
is no longer a competitive factor. 

• A modification of transport routes f'rorn one port to another is much easier for transport 
specialists like freight forwarders and MTOs than for shippers or consignees, since the former 
are better acquainted with sea and land transporters, cargo handling and storage companies, 
customs offices and other relevant units on the new tran~port chain. As consolidators of small 
consignments and representatives of shippers, they arc relatively strong vis-a-vis transporters 
and other relevant parties, which makes the modification of the transport route easier. With 
the help and cooperation of freight forwarders and MTOs, big shipping lines can now change 
the port of call with much less difHculty. 

96. In industrialized countries, freight forwarders represent the majority of trade transport ac
tivities in the market. In France for example, 70 per cent of maritime freight for all export cargo 
is arranged and paid for by French f'reigh t forwarders. In the Le I I a vrc region, there arc more than 
100 freight forwarding enterprises with 2700 people. 30 In many developing coutries, freight 
forwarders and MTOs arc becoming more and more active. Ports should be prepared as early as 
possible for this new eventuality. 

97. Political and economic barrie1:~ Neighbouring ports located in different countries may enter 
into competition when the political and economic harriers once preventing the free movement of 
cargo arc swept away. The Uruguay Round of G!\TT talks, for example, should be closely 
followed by ports in developing countries because this can bring them new markets as well as new 
competitors. 

2. Intermodal transport co!!!f>_~~~_Q_!_1_ 

98. A port's competitors do not always come fl·om other ports. Ports may be heavily involved 
and influenced by competition between diflerent modes of transport. World air cargo transport 
with its annual growth rate at double-digit levels in recent years is taking more and more high 
valued goods away from traditional sea transport, f'or instance, in 1987, Jor example, 36 per cent 
of Caribbean exports (excluding petroleum and sugar) to the United States were transported by 
air. 31 There is also competition from land transport. The trans-Siberian land bridge has taken 
away some containeriscd exports f'rom Japan to vvcstcrn Europe and the Middle-East, which means 
a loss of business for shipping lines <ts well as for ports in these two regions. The coastal cargo 
liner services in many industrialised countries in Europe, North 1\mcrica and Japan arc being in
creasingly replaced by road or rail transport, thereby greatly affecting port activities. This will 
certainly occur in developing countries too once the land transport system is improved. 

99. One may think that in intcrmodal transport competition, ports arc merely indirectly involved. 
Competing with other modes of transport is the business of' ~hipping companies. It is true that 
shipping companies are in the fl·ont line or competition, yet ports can be prosperous only with 
growing maritime transport. htced \Vith intcrmodal transport competition, ports should definitely 
become more active. In the following section which deals with port competitiveness, we shall sec, 
in the field of costs, transit time, distribution services etc, how much ports can do and how im
portant a role ports play to improve their own competitiveness and that of maritime transport. 

3. Within-port competition 

100. A port manager has to deal with all kinds of' port competition, within-port competition is 
one of them. For the port authority or the port itself' as a whole, competition within a port can 
serve as a management method to improve the efliciency of the port activities. "2 Competition be
tween the operators or providers of' facilities within the same port can generally increase port efTI
ciency and improve services. !\ cartel or operational monopoly of' port activities such as cargo 
handling, warehousing etc i.~ to be avoided. This however, is not always the case. Organizational 
difficulties and lack of willingness make it unlikely for a cornprchcnsivcly public owned port to 
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introduce competition within its organization. In fact if both inter and within-port competition arc 
absent, it is very likely that the port cfllciency is poor. 

101. Modern cargo-handling technologies and economics of scale can be reasonable arguments 
against wi91~n-port competition. I I owevcr.' i~' inter-port cot~lr:etition is almost ab.sent, it is wiser, 
before dectchng whether or not to have wtthm-port compctttton, to balance the hkely loss due to 
the Jack of scale-economics and loss due to the lack of competition and efTiciency. Very often, the 
latter turns out to be larger than the former. 

C. Decish'e factors of port competith,eness 

102. In the port consolidation process, ports compete with each other for development and 
survival. The following factors arc key clements for port cornpetitivcncss. To create a port devel
opment strategy and to improve port efllcicncy, it is essential to analyse all these factors for all 
ports, with or without inter-port competition, f'or these factors are based on a singleprinciple: that 
is, to service port users better. 

l. Geographical location 

103. Obviously this can be considered as an innate condition of a port. A port has more com
petitive advantages when it is strategically located. Such a location implies that the port should 
have at least one of the following three characteristics. 

Ports situated on the main rnaritime routes. A good example is of course the port of 
Singapore. Port Said, Cristobal in Panama, Malta and Colombo can also be listed. 
Ports situated in or ncar production and/or consumption centres. Such as Rotterdam, 
Tokyo, NewYorkfNcw Jersey, Santos and certainly the raw material exporting ports in 
Brazil, Australia or the Middle East. 
Port with natural deep water harbours, natural breakwater and big waterfront and 
landside development possiblitics. Ports without these favourable natural conditions have 
to dredge the harbour and build the breakwater, which increase the cost of port services. 

104. While the geographical location is the prime f!1ctor in port competitiveness, it is worth 
noting that many ports without such good natural conditions have obtained very big market shares 
by the promotion of other competitive fllctors. Also there arc other ports with good geographical 
conditions which failed to develop into big ports because or poor port organization and manage
ment. 

2. Hinterland transport cnnec_~ion 

IL 
,,, 
;•' 

'II' 

105. 'J'his is often treated as a 'natural condition of' the port. But actually it is not really so. In 
North America, ports arc more and more involved in projects involving rail or road access to the 
port. As we described earlier, the port is no longer seen as a starting and ending point for inter
national cargo trade. As an illustration to this point, ICC has introduced in its "Incoterms 1990" 
a new term "Free carrier ... named place" ( FCA) to suit the increasing practice of door-to-door 
intermodal transport service. An intensive, cflkient. cheap and reliable rail/road and/or inland 
waterway transport system is capital !'or the port to attract cargo. As expressed by a Logistic Ser
vice Manager of Rhone-Poulcnc, a French producer of' chemical products, "a shipper doesn't 
choose a port but a transport chain of' which a port is merely a node">D In Australia, an Inter-
state Commission recommended a series of reforms across all sectors of the importing/exporting . I 
and transport industries. These recommendations indicated that potential savings through reforms 
in the transport industry was estimated to he nx~ _ _)j_mcs those available through reforms inside of 
the dock gate. 

106. Norma1ly between competing ports the difference of' tramport cost is more important in 
land-leg transport than .in sea-leg transport. Thus port planners in developing countries should 
pay equal attention to hinterland transport connections as well as to marine or cargo-handling 
facilities. Availability of "ondock railways", intcrmodal terminals and highway systems are be
coming pre-conditions or modern cargo tnoving. Ports should actively promote special and new 
transport facilities and techniques such <lS oil pipeline, double-stack train, airport etc. Port do not 



'I 
I 

TDjlljC.4jAC.7ji4 
page 28 

have to be directly involved in the land transport operations, however they should ensure a healthy 
transport market. 

3. Port services ~- Availability and emcic!!_DT_ 

107. Port services have been expanding fl·om waterfhmt operations to a number of off-quay ac
tivities. As have been noted, the very important role of shipping agents and freight forwarders is 
often more or less neglected in developing countries. These people arc working for shipowners and 
shippers-- the port's only two clients. Ports should consider them as their own sales team: consult 
them, cooperate with them to solve their problems and in short make full use of them. As described 
earlier, active freight forwarders will bring more cargo to the port and motivated shipping agents 
will keep shipping lines using the same port. Examples arc not rare of shipping lines switching from 
one port to another, not because of direct port services hut because of the unsatisfactory per
formance of shipping agents. To maintain a dynamic environment, within-port competition and 
private sector involvement should he ensured. 

108. Efficiency often means speed and sureness of port services. From a survey made by a big 
intennodal transport operator/shipping line /\PC of its shippers, as shown in Table Jil-l, one can 
observe that transport cfTicicncy described as "on time delivery" is the first concern of shippers, 
who are at the same time directly or indirectly port users. 

Table 111-1 
What shippers want most 

_f2rioritv item rwioritv item 
1 On-time dc!ivety 7 !Jilling accuracy 
2 Overall responsiveness 8 Correct equipment 
3 Price !) Degree of control 
4 On-time pick-ur' 10 Claims processing 
5 Transit time II Tracing capacity 
6 Service territory 

Source: /989 APC survey- American Shipper, (llfarch 1990) 

109. Obviously, no "on-time delivery" transport, whenever there is a sea leg, can be ensured 
without an efiicient port service. I In short, to be competitive, all port activities should be quick 
and capable of providing quality ~crvicc at an acceptable price to port users. This depends on the 
modernized organization and management of' ports. 

4. Price of port services 

110. Jt is true that .in relation to international trnn~port nnd distribution, rnore and more ship
pers, when questioned, place the quality or efTiciency of services before the price of those services. 
Many examples have shown that those ports \Vhich arc expensive but efTicient arc more compet
itive than the cheaper but inefllcient ports. Nevertheless port service prices are still one of the 
most important, if not the most important, fitctor of' port competitiveness for the following rea
sons. 

111. J<irst, different port users do not have the sarne port service requirements. There still are, 
and will always he, some categories of' low-value cargo or ships which arc more sensible to port 
pricing than to any other service lhctors. 

112. Secondly, shippers give preference to the quality rather than to the price of port SGrvices 
when quality of service differs from one port to another. Obviously, the price factor will be para-

, mount when little difference is to he f'ound among ports. This is happens in most of the industri
alized countries and some developing countries. The port media director of New York said that 
sometimes as little as a few cents per ton is all it takes to encourage a shipper to make a change 
in port of call. 34 Consequently, if \Ve cornpare the tariffs or world ports, we will note that the 
majority of the biggest and most cfTicicnt. ports are relatively cheap ports. 

113. Thirdly, all port managers have to be sme that the requirements of their two clients --
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shippers and shipowners are very difTerent, especially vis-a-vis port pricing. Many shippers, general 
cargo shippers in particular, arc less sensitive to port charges, because in their total production 
costs, cargo transportation occupies only a small part (I 0 per cent approx.) and the proportion 
of port cost is even smaller, thus shippers tend to itisist on the quality of services. If port personnel 
were to raise their charges since shippers arc indifferent to the price, they would be wrong, for they 
would not have taken shipovvners into consideration. If we look at the role that port charges play 
in a shipping line's production costs, we will understand why the price of services are so important 
for port competitiveness: Take an example of a time-chartered 2,500 TEU full container vessel to 
carry 2,250 TEU from 5 Asia-Pacific region ports to 5 west European ports. Voyage takes 30 days, 
charter hire is US$20,000/day, containers lensed at US$2/day-TEU, fuel costs US$3,600/day, other 
charges (commission, Canal charges, overhead charges etc.) arc US$200,000. The shipowner has 
the following account for the voyage: charter hire US$226/TEU, container leasing hire 
US$60/TEU, fuel costs US$4S/TEU, other chargefl US$R9/TEO, subtotal: US$423/TEU. Let's 
take a look at port charges. Assuming that at each port 500TEU are loaded and 500TEU are 
discharged, the average port charges arc US$35,000 f'or subject vessel at each port and average 
container handling cost is US$130/TEU. The shipowner has his port cost as follows: port charges 
US$70/TEU, handling cost US$260/TEU, subtotal port costs: US$330/TEU. Conclusion: in the 
total cost of US$750/TElJ, port cost takes 43.R per cent ! I low can shipowners be indifferent to 
port costs? Take another example about container handling charges: among competing ports in 
western Europe including Mediterranean ports, it varies fl·om US$93.5/TEU to OS$220/TEU. 35 

5. Socio-economic stability 

114. Port users are generally less afl·aid or port service quality or price which they can measure 
and negotiate with port operators than or socio-economic stability over which the port authority 
and operators have no control. Social economic instability implies not only events like civil war 
or unrest, it may include strikes, safety problems, boycotts , unstable service standards and charges 
etc. The Australian government published an interesting report of the Bureau of Transport and 
Communications Economics entitled "The Cost of Waterfront Unreliability in 1988". This study 
estimates that the aggregate costs of the various forms of waterfl·ont unreliability to Australian 
exporters lie within the range J\$DI-146 million, to Australian importers between J\$513-534 
million and of foregone Australian exports of ;\ $210-314 million. The total is A$854-994 million 
for 1988. 36 It is not the cost of incfTiciency a~ such but merely the cfTect of unreliability. The 
major factors are the financing costs for inventories, for goods in transit and for ships. Since then 
Australia has undertaken a ma.ior "Waterfhmt Rcf'orn( which is already bearing fruit: e.g. pro
ductivity at the CTAL container terminal of' Botany Bay is already 30 per cent more although a 
reduction of 30 per cent in the number of employees took place. Since this is a kind of risk and 
not always measurable for port users, the port nevertheless assumes the reputation. A port's image, 
once established, is difTicult to change so port people must optimize the attention paid to all port 
services. The port of Baltimore, having solved its labour problems, had to convince prospective 
port users that the social situation of' the port was indeed stable. J\ good socio-economic climate 
is the prerequisite for stability and cfTkiency of' port activities. Modern container lines calculate 
their port routings in hours, no stoppage of port work is acceptable. Other social problems can 
also provoke serious consequences for ports. For instance, to avoid drug trafTickers, who seem 
determined to use containers for their illicit shipment ... Evergreen suspended all calls in a 
Caribbean port. Since then westbound calls have been only to discharge containers ... no cargo 
is loaded, only empty boxes hound f'or the J·'nr l!ast while the eastbound service continues to by
pass the port. 3 7 

6. Telecommunication 

t 15. J\ number of ports in developing countries arc still having communication problems. I Iere 
we refer particularly to telccornrnunication facilities which link the port and the city to the rest of 
the world. Such a system is generally built by the state or the municipality. I Iowever ports should 
work very closely with local authorities to upgrade their telecomminication system. Shippers won't 
send their goods through a port where there arc no means of tracing cargo movement. Nowadays 
it is becoming increasingly difllcult f'or a port to attract cargo, especially container cargo without 
a good telecomminication system which include 01x machines, IDD (International Direct Dial) 
telephones or even a computerised EDI system which is linked to the world network. Sorne ports 
oCindustrialised countries have developed their own inter-cornputer system with that ofport users 
and of' other ports. The port of New York/New Jersey's autornated Cargo Expediting System has 
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been very successful in bringing EDT cffccicncy to all shippers and transport companies at very low 
cost. Usage cost is equivalent to the cost of a local telephone call and it can accurately trac;k cargo 
movements and inventories. Software is provided fl·ee of charge to subscribers. 38 Today, a new 
word has been put in use: "I nfostructure", which implies the hard and soft ware telecommunication 
and EDI system built in the port area. 

116. Besides the six factors noted above, there arc indeed other factors, less important perhaps, 
but which nevertheless have a direct innucnce on port competitiveness. For example, the existence 
and development of financial institutions such as hanks, insurance companies and the local con
ditions of life etc. 

D. Port promotion in special cases 

1. "Non competitive" environments 

117. Ports do not always operate in direct competitive environments. Some people try to prove 
that competition need not or should not be emphasized. The following three "reasons" are com
monly cited in this regard. 

118. Hinterland still captive This is the case of' islands where there is only one single port and 
except for limited competition coming fl·om air transport all cargo in and out of the island have 
to pass through that port. This is also the case where a port finds no other competitor in the same 
area (or range) because inland transport is so u ndcrdcvel oped that the hinterland's transport con
nection is with that one port only; or where administrative barriers prevent shippers of the 
hinterland from using an alternative port. In summary, the port always has its 'captive' hinterland. 

119. Shortage of port supplies. Sometimes a port may have no need to compete with others for 
the port is fully utilized and is fully operational. This is still a comrnon situation in some developing 
countries where foreign trade is taking ofl' and ports arc usually congested. So it is perhaps difllcult 
to talk about competition for more business with ports that already have "too much to handle". 

120. Concern about scale economies When the national market is big, it is good to keep within" 
port competition to a certain level within the country. I r the port has a large cargo throughput, it 
would be advisable to introduce and maintain an inner-port competition environment. However, 
when the national market and/or the port business urc relatively small, problems will occur. New 
technology in maritime transport and port cargo handling require maximizing economies of scale 
and concentrating of activities to justifY big investments. One certainly should not dredge 15 me
ters water drafts in every port capable or receiving big hulk carriers, which are likely to call only 
10 times a year for the whole country. 

121. There are serious difllculties which developing countries may encounter when they want to 
increase their port efllciency by introducing and encouraging inter and within-port competition. 
Nevertheless, these difllculties can and shot~ld he overcome, especially, if as discussed earlier, we 
look at these port problems fl·orn a new angle and in n long-term and global context. 

2. Macro-economic effects 

122. In fact many developing countries whose foreign trade volume is still relatively small, find 
their ports operating in non-competitive markets. Some people in developing countries think that 
it is good for the country and its ports not to be in competition, since the ports are still weak 
compared to foreign ports, and that competition will lead either to a situation of underutilized fa
cilities and the country's investment will not he justified; or to a decrease in port tariffs which 
means a smaller revunuc f'or the state budget. In some countries even administrative or legislative 
barriers have been built for the purpose of elimination or competition inter and/or within ports. 
This attitude often results in the opposite of' what people expect. 

123. The three factors responsible f'or n non-competitive environment are actually changing 
factors. That is to say depending on the economic development of' the country or the region the 
factors will change and the port environment will evolve to become a competitive one as lJaSt ex
periences of ports in industrialised countries have shown. Captive hinterlands will become common 
when inland transport systems arc improved. Port congestion will disappear with more efficient 
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and modernised organisation and management as well as with new investment The economics of 
scale will no longer be in conflict with port cornpetition when the country's foreign trade and port 
throughput grow to a higher leveL In any case, the question of' port competition should be con-
sidered from a long-term point o[' view, · 

124, Port service is not an isolated and independent activity. J\s we noted, it is a vital part, an 
integral element in the foreign trade and the economy of the country or the region. Whether the 
port is in a competitive market or not, the nation's foreign trade is always involved in it. Port 
performance directly aflccts the competitiveness or a country's f'oreign trade. For example, the cost 
of producing Brazilian soyabeans is U S$165 per ton and the co~t of loading them aboard ships is 
US$65 per ton; while in the U nitcd States, soya beans arc produced at US$195 per ton and loading 
at only US$20 per ton. 39 Generally speaking, ports in the J\sia-Paciric region remain the cheapest 
in the world, thanks to a high level of' competition (to load or discharge one TEU in 1988, it cost 
US$118 in Hongkong, US$85 in Singapore and lJS$70 in Port Kelang), and nobody can deny the 
important contribution of ports to the trade-led economic prosperity of that region. 

125. As one of the conclufliom of a recent port management study of UNCTAD, 40 Ports should 
encourage an within-port competition system, especially when the port is in a limited inter-port 
competition environment. Let us take the Chilean port experience as an example: Due to compe
tition between stevedoring companies \Vithin each port, Chilean ports have become progressively 
more efftcient and better able to handle that country's roreign trade. In fact, if 1981 productivity 
levels had been maintained, around 2.1 millions tons or rhtit, general cargo and forest products 
could not have been handled without the enlargement of port facilities at a cost of over JJS$500 
million. The maritime Chatnher or Chile has estimated that the annual savings exporters and 
importers enjoyed from the commercially oriented port reform and then from the increased pro
duction, amounted to US$40 million during the first year after the adoptionor port reform and by 
1989 exceeded US$88 million. 4 1 
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Chapter IV 

PORT MARKETING 

126. Marketing has been defined as: "The management function which organises and directs all 
those business activities involved in assessing and converting customer purchasing power into er 
fective demand for a specific product or service to the flnal consumer or user so as to achieve the 
profit target or other objectives set by a company". 42 This definition was produced in a general 
marketing context, and not specifically in relation to ports: but in fact, it is valid in relation to port 
marketing. 

127. In today's highly competitive environment, marketing is one of the most critical activities 
of a port. First, port services arc financially viable only if they cnn be sold in the market. This flnal 
and most important activity is port rnarkcting. It may by argued that marketing is important but 
good services at reasonable prices arc crucial. It is true that had port services can hardly be sold 
in a competitive market even with excellent marketing. But, what arc good port services that can 
be appreciated by users? It is through port marketing that ports arc able to learn what port users 
need, since among all port activities, marketing is the only one which allows for direct contact with 
port users. This is the second rcsson f(n giving port marketing the greatest attention. In today's 
competitive buyers' market, the winner is the one who maintains the closest relationship with port 
users, satisfying them quickly and cornplctely. In other words, the \Vinncr is the one who has a 
dynamic and cfflcient marketing approach. Even in a port where direct inter-port competition is 
not yet fully represented, marketing 11lays the key role in futrilling port objectives, by offering ex
actly what port users need. In most developing countries rnarketing is still one of the weakest as
pects of ports in spite of notable efforts. To be a third-gencrution port, a strong, active marketing 
is indispensable. 

A. Port marketbtg -- o~jecth•es alld tasks 

128. In any port, there is a need to define marketing ob.jcctivcs and strategy. The port's mar
keting objectives arc not isolated, but subordinate to the port's general objectives. If the general 
objective is to maximize port profits, the marketing objectives must be financial in terms of prof:· 
itability and rate of return on capital. I r the general objective is to minimize the cost of cargo 
passing through the port and to maximize the added value to the cargo, then the marketing ob
jective will be more concrete, such as attracting and obtaining more traffic to ensure full use of the 
port facilities at a high level of' productivity. 43 There may also he a desire for diversification and 
establishment of port activities that lead to reduced risks or added value, e.g. cargo distribution 
activities. 

129. Apart fl·om all this, there will be strategic marketing decisions e.g. leasing of berths or port 
terminals to operating companies or shipping lines; and indeed, policies with regard to the avail
ability of common-user as against sole-user berths. There will also be strategic decisions as to the 
length of time for which berths, land and/or building may he leased. Indeed, port land usc policy 
involves a variety of strategic decisions. For instance, because or changes in shipping technology, 
vessel size (and port routing), old port f[lcilitics may he redeveloped in accordance with existing 
or anticipated requirements, e.g. as a ff·cc trade zone or a distribution centre, depending on the 
legislative and marketing situation. 

130. To many people, Marketing is just a fhshionablc word f(H advertising; for others it means 
selling. However, this is only n part of' the port marketing activity. Others, less visible parts, are 
information and research activities. It is in fl1ct these activities that decide the cflectiveness of port 
marketing actions. 

131. There arc three main tasks (or groups or activities) in port marketing: information, research 
and promotion. Marketing is not only the difll.1sion of relevant information to port users about 
what the port can offer, but also the collection or information from port users about what the port 
should ofl'er. So, the first task of' port marketing is not to give. but to receive inf'ormation. Based 
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on this marketing information, research work should he undertaken so as to make appropriate 
marketing strategies and fix rnarketing targets. This is the second task of port marketing. With a 
precise target in mind, a marketing plan can he worked out to decide what, how and when actions 
ought to be taken. Then on this basi~, the marketing actions should be implemented. 

132. These three tasks should be very clo~ely inter-related. Much of marketing information 
needed for research is normally obtained when carrying out market promotion. Similarly, research 
work would be less significant and reliable if it were not done by the people who had direct contact 
with port users, i.e. people who undert,ukc market promotion actions. (see Figure IV-1 below) Time 
and effort should be allotted to each or these tasks and they must he coordinated to form the vi- , !I, 
tally important activity of port marketing. i'i 

RESEARCH 

Figure JJ '-1 
l'ort Mm·kftiflf( 

INFORMATION 

--------~ PROMOTION 

133. Successful port marketing requires not only suflicient resources such as people and capital, 
it is essential that those involved in port marketing be given more power in all decision-making 

'l 

procedures of the port, cspeciully regarding port planning, port pricing, joint-ventures, commercial i 
cooperations and new activities. In f11ct, ns fftr as port users' requirements arc concerned, mar- i 

keting people are the best situated nnd most competent to influence such commercial decisions of 
the port. 

fl. Port markeOng ~- ;,~formation 

134. To achieve marketing objectives, the rtrst tnsk is to gather nil relevant information. Very 
often, incflicicnt marketing is the rc.•Hilt of' inl'ormntion that is neither exact nor suflicient. 

135. Marketing-oriented inl'ormation is varied and can he summari!.ccl as following: 

• Information about all actual and potential port users, especially big cliepts regarding their 
production and business evolution; their medium and long tcrrn plans; their organisation (how 
transport is arranged and by whom) nnd their expectations and difTiculties regarding interna
tional transport. There <He ports which arc systematically collecting customs statistics and 
information: to better identify importers or exporters who arc using other ports and who can 
be attracted if interesting conditions are proposed to them. Sometimes, direct port users arc 
fl·eight forwarders or multimodal transport operators. It is not enough, in that case, to learn 
only about these direct users, hut also to he fl.uniliar with all the above information about 
"head users" -real shippers and shipowners. 1 f' it is possible, the same information should also 
be collected on port user's tnnin cotmnercial rival.~. 

• Information about technological ;md economic changes in maritime, inland, waterway and air 
transport as well as in ports: the evolution or multimodal transport; the new forms of con
tainers; the EDI system; inland transport improvements; new types of vessels or other trans
port media; the advantages, shortcomings, cost and the pace of' these changes; also new 
technological changes in port ind11stry such as cargo handling, navigational services, infor
mation processing etc. 
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• Information about cconomi.c, commercial and industrial changes aflccting cargo volume, ori~ 
gins and destinations. This refers to the economic, commercial and industrial development of 
the country or region or enterprise, trade pattern~'>, new trends in production, distribution and 
consumption etc. . , 

• Information about the situation and development in other ports. Port marketing inf'onnation 
on other ports should be as complete as possible, especially for competing ports. Information 
should be gathered on their organisation, fhcilitics, capacity, performance, charges and other 
aspects relevant to port users, such as labour relations. tramport costs tojf'rorn inland areas 
and shipping services at competing ports. 

• Finally, information about one's own port must be comprehensive and in-depth. 

136. Marketing information gathering is a continuing task; out-of:.date information could lead 
to wrong decisions. Thus a mmkcting information collection system should be established and 
maintained. 

137. The question ofho\v to get all the required information is as crucial as the question ofwhat 
information should be collected. Since there arc no magical solutions, two traditional ways must 
be employed: direct information collection and indirect information collection. Direct information 
collection generally implies sending and receiving questionnaires or paying direct visits to the 
source of the information. In this context, nn important step is to combine promotion visits with 
infomation collection. This is not only the most economical but perhaps the most cfTicient way to 
getting valuable information. Before pnying n promotion visit to an actual or potential user, a 
precise information collection objective should he set out nnd plans made. Besides promotion vis
its, special visits should certainly also he arranged to sources such ns governments and other rele
vant institutions. Indirect information collection signifies all sources of' information such as the 
press, reports and publications, f'orrnnl nne! informal interviews etc. 

138. The port community itself' is in fi1ct u very rich source of' in['ormation. Information about 
competing ports, their t<triflS, inland transport charges, their f11cilitics and service perfcmnance etc, 
can generally be obtained from [!·eight f'orw<mlcrs, MTOs and shipping agents in the port area. 
The economic and commercial situation in trade and transport can he leamt from organizations 
such as the Chamber ofCorntnercc nnd Industry, the Shippers' Council or the Shipowner's Asso
ciation. 

139. Port marketing informntion collection should he entrusted to those persons with a strong 
sense of responsibility, who hnvc not only a very wide range of' knowledge about the port, its users 
and all related activities, but me also highly motivated. They should have a feel for inf'orrnation 
gathering and the ability to seck, idcntif}' nnd analyse different kinds of' information. Although 
marketing information collection is usunlly carried out by specialists, it is never exclusively handled 
by them. Every person working in the port should he responsible for obtaining marketing infcH
mation. The port organisation should encourage people to do so and prai.~e and compensate them 
accordingly. 

C. Port marlwting -- research 

140. Ports may undertake the research work \\'ith regard to market segmentation. Marketing can 
be segmented to meet the requirements of' diflcrent types of' users and traJT!cs, e.g. container ship
ping, roll-on-roll-off services, dry and liquid bulk trnflics. If relevant, marketing activities can also 
be carried out in connection with specialised truflk. There nrc ports, [()r example, whose location, 
depth of'water and the availability oflnnd area and covered storage, make them well suited for the 
building up of' ship loads o[' project cnrgo; which have accordingly developed a marketing eflort 
specifically aimed at such trarTk. There nrc also specialised port~ permitted to handle e.g. specified 
ranges of' hazardous cargo. In rclntion to nwrkct segmentation, marketing requirements arc ascer
tained in relation to bodies such as shipowners, shippers and other relevant organisations. In liner 
shipping, marketing work is likely to he carried out especially in relation to shipowners and ship
ping agents, hut al:o;o taking into account large shippers or groups of' shippers who may he able to 
influence port routing. There may also he <I need f'or marketing activities in relation to relevant 
shipping conferences. In relation to contnincr shipping, mnrkcting is likely to be concentrated on 
the shipowners concerned, In non-liner. e.g. hulk trades, the prirnary need is to have contact with 
shipper and/or importing interests. In relation to the segmentation of marketing, there is a need 
for continuity of marketing <lctivitics <lllcl of' personal contnct with appropriate persons in the 
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141. Port marketing is not a once f'or all activity necessary to win new traflic; but also to con
skier the probable future of' the port's existing traflic. It must consider likely changes in cargo 
volumes, traflic origins and destinations, cargo handling and possible decline in an activity or ac
tivities at risk. One need only consider the clcvclomcnt of trafllc in recent times through some ports 
that were formerly substantial gcncn\1 cargo ports, to sec the need for an assessment of the evo
lution of existing port traflk. 

142. If marketing action cannot help to sn ve cargoes at risk, there is a need to consider the im
pact of the loss of such tramc on the utilisation of port facilities, and on the trade of the port. Then 
one must consider whether the location and nature of the port, make it potentially suitable for 
adaptation -with appropriate marketing, and possibly with new investment- for new types of port 
trades. · 

143. Various factors can affect the usc of' ports and the scope for port marketing. It is useful to 
examine the situation systematically, to help ens.ure that all relevant factors are considered. One 
way of doing this is to analyse the f~1ctors nfTccting port traflics in relation to the following cate
gories: 

The implications for ports of' technological and economic change in transport 
Developments elsewhere in the transport ~ystem, and their implications for a port. 
The eHects of commercial and industrial changes affecting cargo volumes, origins and 
destinations. 
The efrects on a port or the policies or government and other institutions. 

1. The implications for port~_()_U:~~_I~t.~_QJ~)_gi.£1:!1.ch~t..1_g_~~l~or_l_~)f_l_1ic__~hange in transport. 

144. In the maritime transport sector, changes in transport technology and economics changes 
are often the consequence of a desire to reduce vessel turnaround time, and/or to reduce cargo 
handling costs. The desire {or such improvements has resulted in changes in the way in which cargo 
is presented, changes in the methods of' shipment and changes in the types of vessels used. Such 
changes have included the containeri1.ntion or cargo, the handling or Conner general cargo in bulk, 
and where relevant, the palletization of' cargo. An important consequence of all this has been a 
substantial increase in the fl·eeclom or shipowners to choose which ports they use. This increased 
freedom has in its turn, encouraged port authorities to increase the extent of their marketing ac
tivities. 

145. Generally, increasing vessel size is associated with decreasing ton-rnile transport costs. 
However, ports that vessels used in the paNt may not necessarily have sufliciently deep water (nor 
sufficient back-up land area lor cargo storage) l'or new requirements. In that case, a port may find 
it necessary to provide improved port ll1cilitics, if a pnrticulnr shipping operation is to be retained. 
The use of larger vessels is associated with higher daily vessel costs, and the use of' such larger 
vessels can only be justified if' th()y nrc nhle to sail with satisfactory cargo loadings, I Iowever, to 
achieve such loadings, vessels tnust haven sufllcient fl-cqucncy of sailings; and if large vessels are 
to be used with relatively high l'requency, this may imply a need to serve larger geographical 
hinterlands. 

146. Port routing has become much more flexible in recent years, and there is an evident need 
to understand the norms used h~' a shipowner to assess the merits or difTcrent port routing possi
bilities. Naturally, shipowners arc interested in lllinimizing their costs, seeking to Jessen the num
ber of port calls, and seeking to reduce port call time at individual ports. Various factors can cause 
delays in ports, but shipowners will ol'coursc keep track ofthe availability of'berths and oflabour, 
as well as other factors that can cause delay in serving dillcrcnt ports, e.g. tidal delays at ports with 
entrance locks. Among other causes of delay arc Customs nnd documentary problems - and there 
are some ports that specific deep-sen shipowners have rcf\1sed to service directly precisely for this 
reason, preferring to transship. The reliability of service at different ports this may be of consider
able importance, especially where tight \·esse! sched111ing is necessary for commercial reasons. This 
is also a matter affecting port marketing. for ports \\'ith a record o!' prompt and good service, will 
he relatively better placed to he chosen as ports or call. 

147. Indeed, in optimising their choice or ports of' cull, shipowners are not only concerned with 
reducing their voyage time ;nld costs hut, also with the revenue irnplicat.ions of' calls at dillerent 
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possible ports. Other things rcmammg equal, direct calls arc more likely to he made at ports 
generating additional cargo and revenue. 

2. Developments elsewhere in .U!..c tr~.!!~)_QE!~.Y:~gm_~]-~Ut~l~_in~r.Ec<l;tions for a .P.Q!!_ 

148. New developments or the expansion or existing ntcilitics at other ports may affect a port's 
own traffic, and their implications on port marketing need to he considered. As far as physical port 
developments at other ports are concerned, it is necessary to consider their magnitude - this in
cluding magnitude in terms of' capacity to accept different sizes and types of vessels. It is obviously 
necessary to consider the types or traiTic which other port developments may (or rnay he intended 
to) attract; how far such port developments arc likely to compete with the port's own traflic; the 
likely strength of competition from the new port fhcilitics, and indeed the likely "strength" and 
"weaknesses" of such new port !i:lCilities rt·om a port marketing standpoint. 

149. If port facilities developed at another port arc under-utilized, and especially ifthcir expected 
ultilizsation fails to materialize, it is desirable to watch the situation carefully, in "case this gives rise 
to any strong marketing action by that port to attract alternative trafllc . 

. 150. These comments arc not meant to imply that dcvcloprncnts at other ports should always 
be regarded as being competitive. Obviously, n port may find some dcvcloprnents competitive, hut 
others not so. Indeed under certain circumstances, developments at another port may provide a 
basis for the development or n shipping service between the two ports and for a mutually beneficial 
marketing co-operation between them. 

151. The expression "port development" covers not only physical developments at other ports, 
but also commercial developments which may or may not have related physical aspects. It is nec
essary to monitor the progress of such development~ by other ports, e.g. the development of ter. 
minals for different types of traflic and commodities. the establishment of' inland container depots, 
or of through-transport services. 

152. Railway development may have the eflcct of' expanding a port's geographical hinterland, 
adding to port throughput. Railway development docs not necessarily mean the con~truction of 
new railway Jines, but technological and commercial re-development or a railway system. In the 
United Kingdom for instance, the usc or container trains has helped to make it economical f'or 
some container ship services to serve the entire country fl·om n single English Channel port. The 
English Channel Tunnel will provide an cxnmpk or competition between ports/shipping and rail" 
ways. Railway/road development can also largely rcplncc coastal shipping and thus reduce port 
activities. Waterway developments mny al~o arTcct flows of' trafllc through difTercnt ports. 

3. Effects of economic, indust.r._itlU!n.sL_c_:c)J~l~n_ci·t;_iai c_;_hang_~~on_c<l_rgc_) y_219ll1C.:~1 _ ___Q!__i_gj__Q_~ 
and destinations. 

153. Various factors cause changes in the direction of' a country's exports or imports, and in their 
destinations or origins. Membership of' n regional customs union or n similar organisation can have 
a powerful effect on the direction and volume o!'f'oreign trade. In the U.K. for example, entry into 
the EEC affected the geographical pattern or· dairy produce imports. There have also been changes 
in the geographical pattern of' world trade in commodities .~uch as iron ore and coal. A vailahility 
of!arge hulk carriers with low freight r<tte made possible the usc or ore and coal frorn trans-oceanic 
countries of origin; hut also required the provision or deepwater port nlcilities in the importing 
countries. Port traflic in agricultural products cnn increase or dccrcnsc in any region, and indeed 
may change direction with chnngcs in production levels and in domestic consumption. The United 
States for example was a nwjnr importer of' vegetable oils in 1950, hut with subsequent increase in 
production became a major exporter. Conversely, Taiwan, province or China, was a hig exporter 
of banana and sugar in 1950, hut ns n result of' rising loc;d consumption, the island is now an 
importer of these products. 

154. Changes in the availability or mw materials and primary products can have a major effect 
on port trafTlc and the demand [en port rf1cilities. For example, a discovery or oil can have a direct 
impact on port trafTic, and indeed n port can become a new oiljpetrochcrnical exporter. Changes 
in the cost or a commodity such as oil cnn have very importnnt indirect effects on port tramc, and 
on the requirements of' port f11cility. Substantial increases in the price or oil during the 1970's for 
instance, generated a growth or interest in the substitution ol' coal Cor oil as fuel in power stations 
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stimulating an increase in the world coal trade and thereby, in port n1cility requirements. 

155. In many countries, new import substituting industries arc being developed thus reducing the 
tonnages of traf11c in the importing port, and in the foreign exporting ports. Cement and steel arc 
examples of products now produced in many countries which had previously imported them. If the 
imports formerly moved on liner services (steel for example has sometimes moved in substantial 
tonnages), these may cease to call in the f'onncr exporting country's ports. 

156. Conversely, new industries may not only replace former imports, but may als.o develop as 
exporting industries. When there is a reasonable increase in the volume or exports, then it may help 
to encourage outwards shipping services. Clearly, this would be a subject of potential interest to 
a port in a country which is developing new exports or manufhcturcd goods. 

157. As noted in the first chapter, in many countries, commodities that were formerly exported 
raw or unprocessed, arc now shipped in semi-finished or finished form. Indeed, there may he re
strictions on the export of particular types of' unprocessed cargo. Some countries that export forest 
products for example, do not permit exports or logs, allowing shipments only in semi-processed 
form as plywood or as finished products such as furniture. Grain imported in bags can be more 
advantageously imported in hulk if' the volume or trade is suflicicnt. This implies the construction 
of sites. Such developments may affect the types of' vessel used, and port facility requirements. 

158. Comparative levels or ll·cight rntcs can affect the willingness of' shippers to use specific 
ports. In the liner trades f'or example. ports will seck the removal or outport or other surcharges 
which discourage to shippers. Apart from this, changes in freight rates and in inland transport 
charges may lead to changes in the port routing or cargo. In one region for example, changing the 
basis of calculation (including overland trunsport) to a hard currency basis has led to a diversion 
of traf11c to other ports, whose usc became economic in the new situation. 

4. Effect of policies of gov~_!}.!.!'.l<?.!!!:::_~!~_<l_Q~hg_Jjns!._il!:!ili~_t_!~_l!9l1-tr~!!~nort sector policies 

159. Membership of a customs union or similar organisations may affect the geographical direc
tion of foreign trade; the volurncs orimports and exports of' specific commodities; the nature of' the 
import and export traffic, and therefore the types of' vessels used and of' port facility requirements. 
Membership of a customs union is likely to increase the importance of' trade with other member 
states, which should benefit from the removal of' tariffs and other restrictions. Certain ports arc 
geographically well located f'or transport to and rt·om other member states, and may consequently 
benefit [rom being within the Customs Union. Other ports may have been developed more in re
lation to the requirements or trade with distant ports, and may he locationally less advantaged. 
Furthermore, the change in the direction of' trade (fllvouring trade within the customs union) may 
also imply a decrease in the volume of' imports of certain commodities formerly imported from 
other parts of the world in large vessels, which used deep water port. facilities. 

160. Regional policies may encourage growth in industrial development areas where there is a 
need to generate employment. m1d promote development. Ira port is located in a "development 
area", the port will naturally he intcre.<;tcd in industrinl or other port-using development; and also 
in any government policies to stimulate regional development, e.g. by improving inland transport 
access, which may also be or direct interest f'or the port's own development. 

161. Anti-pollution and environmental policies mny be of' considerable importance to the com
mercial development of' a port, and to the dcvcloprncnt or its trallic. These policies may determine 
the types of industries permitted in a particular region, and the types of'trallic that may be handled 
by a port. For example anti-pollution nnd environmental policic~ in one densely populated country 
discouraged the smelting or ccrtnin non-krrous orcs, and resulted in the commodities being 
smelted in the country or their origin: with the output being shipped in the form of ingots, and 
not of ore. There may be locations where nHmuntcturing processes which are more generally en
vironmentally undesirable arc permissible, because or favourable geographical/physical and other 
conditions. If so, this obviously can lwve trallic implications f'or a port. 

162. As part of government endeavour to encourage commercial and industrial development, 
fl·ee ports, free trade zones and export processing :t:oncs have been established in various countries. 
The nature of the institution that is cstahli~hcd depends on the purposes that it is intended to fulfil, 
and also on any national or intcrnationnl restrictions that may have to be observed. As noted in 
the last chapter, free ports arc intended to attract shipping and cargo, especially where there may 
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be a need for trans-shipment. A free port may be used to develop cntrepot trade, with cargo being 
held free of all duties at a distribution centre in the fl·cc port. In fl·cc trade zones/export processing 
zones, new traffic can be generated by imported material and re-exported products. · 

5. Government policies: tr~!_l-~l?..Q.!:!_~~~t_()_t: 

163. Port planning and development policy may be government-controlled, whether as part of 
a policy to optimise the usc or scarce resources, or to encourage port development in regions where 
it can stimulate economic growth. The required rate of' return on capital investment and the free
dom to set port charges have important influence on port marketing. 44 

164. Government shipping policy can aflcct the usc of ports and the scope for the successfhl 
marketing of ports. For instance, in certain countries, cabotage laws have existed for protecting 
national flag shipping in relation to cargo movement between ports along a country's coastline. 
In practice, this has sometirncs resulted in container ships trans-shipping at n1ajor ports in other 
countries, then cargo being brought by feeder ships to the country's ports, thereby legitimately 
avoiding the country's cabotage laws. 

165. There can be a similar situation regarding restrictive regulations, e.g. the provision of road 
transport to serve ports in certain countries. By discouraging competition such restrictions may 
have the effect or increasing transport costs: sometimes with the effect of encouraging 
transhipment through a foreign port, with the usc or feeder shipping services to avoid high land 
transport costs. 

D. Port marketillK ··- targets ami plans 

166. By marketing research we know what users need. We should specify therefore when, where 
the marketing should be carr.ied out and who should be the marketing target. 

167. The timing of port marketing action is a very important marketing point. There is no better 
time for marketing than when a change of' port call becomes nece.~sary or desirable. Shipowners 
are often not very interested in changing their port.~ or call. This may be because a good under
standing, and co-operation, has been built up between the shipowners (and their agents) and the 
personnel at the port. Not only the port authority, but shipping agents too, are likely to do all 
they can to retain a shipowner'.~ business at a port. Apart fhnn thi~ (and depending on the nature 
of the trade), there may also be a fear that a change of' port may lead to loss or trafTic to other 
shipowners. 

168. A port should not try to be everything f'or everyone, hut should identify its areas of strength 
and weakness and satisfy the selected target users' needs. Port marketing involves manpower and 
other expenditure, and clearly, there is a need to be selective, to ensure that rnarketing aimed at 
securing new business, is carried out only in relation to appropriate trafTic. "Appropriate trafTic' in 
this context means traffic thnt can he attracted, and is worth attracting.: It is pointless to carry 
out marketing work which has only a very small chance of' success; and it is inappropriate to carry 
out marketing work to secure truflic which will not he sufllciently profitable. One should avoid 
attracting traflic that cannnot he lwndlcd without the loss of' existing traffic (because of capacity 
problems). Caution is needed when new business is likely to he in direct competition with the long 
established trade of the port. 

169. A useful starting point f'or marketing target setting is to analyse, by comparing the port 
with competing or other ports, the port's underlying advantages and disadvantages, the factors 
which may provide opportunities for its growth, and also such negative factors as may affect the 
future development of a port's trafllc. This is called the "Strengths and Weakness, Opportunities 
and Threats" (SWOT) approach. 4

:; The 'SWOT approach may .~ound very theoretical but it is in 
{act no more than a practical rhnncwork for systematic thinking, which draws attention to possible 
problem areas and possible arens nnd opportunities for growth. 

• ny 'Strengths' is meant fttctors which give a port an inherent advantage in tis ability to attract 
ahips and cargo. Strength~ may relnte to attractive location in relation to shipping routes and 
the origins and destinations of' cargo; they may he physical (e.g. depth ofwater, extent of'land 
areas alongside the port); they may be institutional; they may relate to the availability and 
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performance of manpower, and so on. 
• 'Weaknesses' is the opposite or· the strengths just listed, e.g. distance from shippir,1g routes 

and areas of cargo origin/dcstinntion .. Weaknesses mny nlso include relatively high levels of 
port charges, and/or other charges paynhlc at a particular ports as compared to competing 
ports. Such relatively high levels of' charges rnn~' have arisen for various reasons, such as the 
physical characteristics or the approaches to a particular port (perhaps necessitating a con
siderable amount of dredging), or hcca use of differences in the extent and source of cost re
covery, e.g. from shipowners, rather than fl·om genernl taxation. The existence oflight dues 
in some countries is an cxnmplc. There arc also ports where users have to pay charges like 
conservancy dues, to cover the cost of' using access chn nncl.~ to a port, while in other countries 
such costs may be partinlly or llllly covered fl·om gcncrnl taxation. The relatively limited de
velopment of trans-shipment nt 11 potentially well located port may partly be a consequence 
of the existence of institutionnl, e.g. regulatory lhctors. In some ports, the dcveloptnent of' 
tranflhipment has been discomaged hy the existence of' cabotage laws; elsewhere, trans
shipment may be discouraged lw rigorous customs examination requirements of trans
shipment cargo. 

• 'Opportunities" for a port mny arise fl·orn a substantial increase in the volume oftrade from/to 
its hinterland, thereby increasing the scope of' attracting direct deep-sea calls by vessels. Op
portunities may arise from improvements in inland transport infrastructure servicing a port, 
and from decreases in inland trnnsport costs. Opportunities may also arise from the develop
ment of free trade zones nt or ncar n port, and of' course rt·orn membership or a customs union. 
In addition, opportunities may :trise because of' the relntivcly litvourable resource situation at 
or near a port, compared to a competing port ·· e.g .. if' comparative shortages of labour and 
land in a competing port, tnnkc them costlier. 

• The 'Threats' fi·om a port marketing standpoint may include the impact of' the growth of 
vessel size: larger vessels may he unable to usc n port, or may change their port routing for 
economic reasons - to reduce the number of' port call.-,, and/or to serve larger hinterlands. 
Threats may also include expansion at competing port<; which may seek additional traflk, to 
utilize their increased l'acili1 ics. 

170. The 'strengths and weaknesses, opportumttcs and threats' approach is potentially very 
useful, but one comment should he made: competitiveness and other factors considered in such 
an approach are variable, and it is necessary to keep the analysis updated. 

171. Every marketing action should hn vc n very precise tnrgct. The target can be one or several 
kinds of' cargo (or shipping lines) in one pnrticttlar aren, requiring marketing action such as one 
page of publicity at a local or regional newspaper or maga;inc. Mnrketing action may be more 
specific, aimed at one shipping line, one shipper or OllC consignment. In that case, the key person 
concerned should be identified as the target f'or marketing. 

172. In any given organisation, the dccision-mnkers conccmcd with ship routing and the choice 
of port should be identified bcf'orclwnd. While there mny he one hody technically deciding port 
routing, in practice, several bodies mny influence port routing. /\ shipowner may technically de
termine at which ports his vessclndll cnll, hut would nevcrthcJe.<;s keep hirnsclf'inf'ormed as to the 
reactions or potential reactions of' other interested pnrtics. This is true even in the case of' container 
shipping services, for instance, shipnwncrs nwy he rcluctnnt to work their services on the basis of' 
too many port of call, basis, hecnusc nf'thc effect ol'this on c:1rgo transit time, and on the reactions 
of shippers/receivers. 

F. Port M arketh1g -- promothmal actions 

173. On the basis of' the reseurch dot1c. when the targets hn vc hccn set and plans made, port 
marketing co.rncs to its flmtl stngc, vi;. promtionnl action, through which targets should he 
reached, plans realized and, ns described earlier, new inf'ormation obtained. I I ere the question is 
how should port rnarkcting he curried out. Port marketing nctions can be divided into two 
categories: information-related nnd ~crvicc··relntcd. 

174. Information-related <let ions :1re those ain1cd nt the distribution and collection or inf'orma-
tion. They arc as follows: 
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1. Marketing calls/interview 

175. In today's business \-Vorld, one of' the principles of' mam1gcment is to treat a customer like 
a "king". All ports, especially the second and third generation ports have to follow this principle, 
They should not wait for the customers to pny :.1 visit, to inf(mn or their requirements. It is up to 
the port organisers to take the trouble to he in the customers' ofllces, whether at home or overseas 
inquiring about their needs and telling them how best these can he satisfied. Visits of the port'~ 
senior starr to main users' organisnt ions should he regularly arnmgcd. As noted in relation to 
marketing targets, such trips should have, n~ their goal, the achievement of preset objectives and 
the successful interviewing ol'key persons. Pcrsonnl relntions onen play a decisive role in the choice 
of a port. Good personal rclntionships ;l!ld mutual confidence between port staff and the key per
sons in user companies can he established only by fl·equent personal contact. As a priciple, "when 
marketing the port with f!J.!iPO~V.!_1_21·~, we ~lloukl do it wi!ll__!_b.~_t!_<j12_ or shippers i.e. tho~e who 
control the flow or cargo. When mnrkcting the port with ~l_lippct:~. we ~hould do it witl~.J.!.1e helQ 
of the shipowners who call nt our ports nnd their ngcnt.~ i.e. those who control the shipping 
possibibilities."45 

2. Publication 

t 76. Port publication, as tncntioncd hcl(nc. is one of' the most comrnonly used marketing meth
ods. The publication of mngn;:ines, reviews, brochures, newsletters, ncw~papcr etc. can he done on 
a more or less regular basis. The subject of' such port puhlicnt ions vary from general information 
about the port and its development to ~pccific activities of' the port. They arc generally aimed at 
people directly involved in trndc and transport ;md ;llso other parties with interests in the ports. 
Every port should have its own puhlicutinn. In the survey conducted hy the IAPII in Jaunary 1991 
(mentioned in para. 72), 92 per cent ol'thc 116 port.•; questioned S[lY that they have port promo
tional publications and more thnn two-third~ of' thcn1 lwve more thnn one publication. Such pub
lications serve a dual purpose. One i~; to keep port users and other relevant parties well informed 
about the port's new developments, projects :md petformnncc, to convince them to usc or continue 
to usc the port. The other is to di~trihutc inf(m1wtion within the port. This second function should 
not be underestimated since successf\11 marketing require.~ the efl<nts of' everyone in the port and 
one of'the most important requisites ((Jr mnrkcting is the overall knowlcgde of' one's own port. The 
internal distribution of' such <1 puhlicntion cnn nlso cncournge n sense of' participation among the 
employees in the port and stinlltl<~tc their motivntion. 

3. Publicity 

177. Although ports arc not nwss tncdin like televi~ion, :tdvcrtising through the local, national, 
international, financial, economic or conmwr<,:inl press, is nccc~sary f'or communicating the image 
oC the port and some basic inf'orm:ttion tn I ht~ pnrt 11.~ing ptthlic. The image or a port is of great 
importance in the decision-mnking pro<:t'~s of' n port tt~cr. since vcr)' often a port routing decision 
is taken before ports are even nwarc of' it (let ;tlonc cnny nut nny nwrketing actions). ;\ port's 
image certainly can not be est11hli.~lwd overnight through e.g. n simple visit. ;\ specific press on 
international transport is one of' the lltllin nwdium11 l(lr port publicity. One successfl.tl example in 
this re~pect is the port of' Duhni, { 'nited /\rah l·:miralt~s. The irnngc given by f'rcquent publicity in 
all the major international trnnsport puhlicntions i~ th:tt of n sca .. air transit port. Even a new term 
has been created: "Dubai-it", which st l"l'll)!l hcned the public's in1prcssion of the port. Dubai is ac
tually one of the biggest sea/nir tr:m~it port<> in fhc 1\'orld. 

4. Visits 

178. Ports should invite their ll'Wrs, other rclevnnt persons and even the general public to visit the 
port to get them better ncqu:tintcd 11·ith port production (e.g. organi:ting "Open-door Days"). 
Some port users, especially shipper~. gcncmlly do not kno\1" ho\\' their C<lrgo passes through the 
port. New technology, which c<tn greatly improve port sen ices should be demonstrated to port 
users so that they can feel H'lll'\I"Cd l'nnfi,ktHT in tlw pnrt nnd its services. Such promotional visits 
are supposed to he organi;cd f(n pntcnti:ll port users :md pcnpk \\"ho may have an inf1uence on 
actual or ruture port routing decisi('fl~. Spccinl fitcilitie!' f"nr this purpo11e must be set up. In many 
ports for example, port models ilrc C(lllstructcd ennhling nil visitors to easily and efT'ectively benefit 
from a spectacular port tour. l'illns :tnd videos :m' :d"o \"nlunhle fools to achieve this aim. 
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!79. Port marketing action~ can he ren li:;cd in indirect ways. Organizing seminars is one of 
them. This is specially aimed nt inviting participants f!·om developing countries. The economic 
growth rate in a number of' developing co11ntries i~ much higher than the world average or the 
average rate in developed countries. The potential economic ~trength of developing countries has 
made some l)Orts in developed countries deeply nwnrc or these future port users. Organizing as
sistance activities such as port seminars, i~ nn cflicicnt wny of' establishing long-term relationships 
between people of different countries. Some port.-; with fitrsight have been active in this Held. Even 
within the developing world, such seminars on the technologicnl or comrncrcial aspects of' port 
management give positive results with mutunl hcnclits f'or both organizers and participants. 

6. Conferences/receptions 

180. This port marketing action sometimes takes the form or "Port day". Nowadays, it is still 
commonly used as a pronwtionnl nction. pnrticularly in the case of large ports. 
Conferences/receptions arc normnlly held in a port-user concentrated region within the country 
or abroad. A luxury hotel is commonly chosen itS the reception hall, with or without the formality 
of speeches and presentations on hclwlf' or· the port. and n cocktail drink is always offered. A 
helpful customs service is ofgrent irnportnnce in port marketing. It is always good when organizing 
a yjsit to port users to have the Drcctor or the Cllstorm oflicc or the port as a member or the de
legation in order to secure the undcrsU1nding and coopcrntion or the customs . 

.---------------·-··------··-------·-----··----·----··--------·-··-··----··-· 

In March 1991, the Port ol' i\nt:\verp Promotion Association (Assiport) organized a 
"Port Day for Antwerp" meeting in Lyon, France. It was a pnrty-1i~e meeting - limited 
speeches and presentations. There were 257 participants. Poeplc just engaged in casual talk. 
Assiport simply provided an opportunity for port people and their clients torneet where ideas 
could be exchanged and problems discussed, questions nskcd and answered, and propositions 
made. The objective or the meeting was to hannonizc cooperation and strengthen the re
lationship between port and its 11sers. Pvcn in tndny's world or communication marvels, where 
a fax machine, telephone can rcnch over thousands of' kilometers. there is still no substitute 
for the good, old-fashioned business meeting where you slwke hands, renew acquaintances, 
develop relationships and cam the tntst nf' others. With such <t meeting, a clear message is 
passed on to port users: "We thnnk you. and we appreciate your business." It would be in
teresting if we looked at the cornposition of' the participants. From a total 257 people, 68 or 
26.? per cent came from /\ntwerp nnd ntn.~t or the other~ <:nnw l!·om Lyon or some nearby 
reg10n. 

Port of Antwerp has been ·very nctivc in this Rh<'1nc-;\lpcs region. In 1989 Cor example, 
528,000 tons of cargo to nnd (!·om thi~ region passed thrnngh i\ntwcrp (208,000 tons in l9RO) 
which make Antwerp the second most intport:lllt tll:lritimc port ol' the region vvith a coverage 
of 17 per cent (after Marseille T~ per cent) of'totnl trnfTic nnd 84 per cent of all tralllc handled 
by foreign ports. 

Source: "llnvers Tralte 17% du 'f'u?flc Rhonea/;1in', I.e !.lords, 25 mars 1')9/ 
........... --·--·-·-····--· ···-· ·------···· ···--·-·-------···--------------' 

l8l. The above six categories arc S<J-c;tlled inf'orrnntion-relatcd rnarketing actions. The main 
service-related actions are port pricin~ <I!Hl specinl nrrnngcnwnt or· port services. 

7. Pricin"i'""ott charges --~.:-----~ ---

1 82. For marketing purposes, n pri rnn 1 \' need i ~ t hn t in f(mn:t t ion nn port charges must be simple 
and easily understandable to port users. Port ch;n~cs :111d t:triff ~<hould he realistic, and encourage 
better utilisation or port fl~eilitics. 1 'or ilt.~liii1Cl', a port nuthorit~' lllay vary the port charges be
tween its ports because costs difkr. iltHI because there is n need to encourage trafllc to under-
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utilised ports. 11or the same reason, it is not desirable to allow the same fl·ee storage period at two 
different container ports, when one of' these is over congested and the other is under-utilised. 

183. There may also be a need for n flexible pricing structure, to nllow a port to vary according' 
to diflcrences such as in throughput. ;\ port nuthority should have a flexible and harmonious. 
structure or charging arrangement. Difll~rcnt users nwy have diflcrcnt preferences as to how they 
are charged, e.g. separate charges nwy he consolidated into n simple single charge if a user prefers 
this. Port charges are an important marketing tool. which is no doubt why various ports wishing 
to develop trans-shipment trnflic hnvc lower charges on such traflic (and may also give longet•, 
sometimes substantially longer, fl·ee storage periods Cor trans-shipment traffics). .· 

J 84. It is important that the pricing system be clearly presented to current and potential users. 
Every year the marketing department of' the Port of' Singapore Authority publishes a port tariff 
booklet. Figure IV-2 and figure IV-:1 arc examples taken n·om tlwt booklet for 1990. 

8. Special arrangemcnts/scrv~c;~J?,<tc;_~(lg<; 

185. Users' needs arc neither uniform, nor fixed. They mn:y change constantly and from one user 
to another. Besides marketing information, tl.~ers expect thnt n proposed solution is fully suited to 
their particular problem. Variety and flexibility of' port service patterns are indispensable to cfl'cc
tive marketing. The possibility of' such tailor-mn<lc service pnckages include Cree zone, cargo proc
essing, cargo distribution, inf'ormation service, coopcmtion/.ioint venture, investment, equipment 
leasing etc. 

186. In this chapter, an attempt has been made to answer: (a) IV!ty the need Cor port marketing 
- by explaining the relationship between mnrketing and the port's general objectives; (b) What. 
should be done in port marketing- hy analysing marketing information and research; (c) When and 
Where marketing should be carried out and Who should be the target - by describing targets and· 
plans; and (d) How marketing should be carried out - by studying actions. There arc still two more 
questions which remain unanswered: By Whom and For Whom should port marketing be carried 
ciut. These questions will be annlysed in the next chapter in relation to the port community. 
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PORT COMMUNITY AND A PORT COMPETITIVENESS MODEL 

A. General interests l~/'port actirities and common consciousness 

187. Port marketing is playing an ever important role in port development both in developed and 
developing countries. J Iowever, who should carry out port marketing and for whom should the 
marketing be carried out? These arc vital questions t.o he answered, since the functions of ports, 
whether a first, second or third generation port, nrc carried out by various organisations located 
in the port area. 

188. No matter how big and cornplex it may be, a port is always one integrated entity with three 
features: 

• All port activities have the .'wmc categories or customers (shippers and shipowners or we can 
say cargo and ships) 

• Generally, customers need u complete set of' port services rather than an individual one (they 
rarely need exclusively a single port service, e.g. piloting, or customs clearance). 

• Usually, one activity or service cannot he developed without coordination and parallel devel-
opment of all other relevnnt activities in the port. 

189. Although financially and organisationally separated, the various port activities are logically 
and closely related by the cargo distribution process. Obviously, each activity has its individual 
interest, for instance, storage companies may be concerned with port land leasing rates while tug 
companies are more interested in the level of oil prices. Yet all activities have a general, common 
interest, that is relevant to all. The most important one of' these general interests is port marketing 
and development, for which all activities in the port area nrc totally interdependent. A more de
tailed analysis of this can be seen in the recent UNCTAD study on port organisation and 
management47

, which shows how important the flmctionN or development and rnarketing are for 
the commercial success or a port. 

190. Port marketing and all other port development activities can be workable and effective only 
with e!Torts or all parties in the port area. A cargo handling enterprise cannot expect to install the 
new equipment which will double the lo;1ding/discharging rate \Vithout making sure that the stor
age space is also enlarged to ahsorh or to l<~cd twice as much cnrgo to this new machine in the 
same period of time as it did f'or the old ones. ;\nothcr example. besides port marketing, is the EDI 
system, which will only be mcanihgf'ul when everybody makes the same efforts. Port marketing is 
just like a symphony orchestra - every plnyer has his own role, yet, harmonious team, work is crit
ical. The real achievement is only the result nl' the joint ell'ort. I Jowever, joint effort docs not mean 
no competition. First, the port activities should he promoted together, so that competition 
amongst the various units like stevcdors. shipping agents, fl·cight f'orwarders etc. can take place. 

191. Like in an orchestra, in port marketing, n clenr message is to be communicated to the dif'
ferent port activities that one t·:m onl~' prosper when the whole port prospers. This should be the 
common consciousness of every employee in the port. 

B. Port comnumity 

192. What is a port in the marketing sense'? J!or some, a port refers to the port authority. 
However, inter-port competition is not. usually between port authorities (when they are not oper· 
ating ports), but between private enterprises located in the ports concerned. The port in the mar
keting sense is rercrred to as the Port ( 'ommunity, which includes all activities in the port area or 
relevant to port production, whether they arc public or private, commercial or administrative. 

" 'I 
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193. A port community is usually the f()!nal association of' nil orgnnisations and persons involved 
in the transfer of goods (and passengers) through the port area. The port area is a concept which 
goes far beyond the mere traditional port boundaries. In some big ports, it includes a distance of 
10 or 20 kms from the quay side. !\ port community is generally based on two pillars: the port 
authority and the association of all the port activities and users. The port authority usually re
presents the interests of the government and the public. The port community is in fact the alliance 
of all major groups in the port area, each group defending their interest and promoting and coor
dinating their activities. For instance, in the major ports, usually there arc associations of freight 
forwarders, insurers, cargo handling companies, shipowners, shipping agents, ship.repairing com
panies etc ... Besides these groups which represent the main activities in the port, there are some 
other organisations that may play a significant role in port marketing: 

• Trade Associations Such organisations may include trade associations relating to different 
types of cargo, moving through a port. There may be wide variations in the activities of 
different trade associations. Some trade associations may ha vc only relatively formal activities, 
of representing their member companies who may promote their usc of the port and may 
themselves appreciate positive action by the port in making contact. 

• Port User Bodies Such as Port User Consultative Committees or Shippers Councils. Port 
Advisory Boards -may also exist, with meetings attended by representatives of' port users, and 
the staff of the port organisation. these bodies can provide an opportunity for port users to 
draw attention to any speciflc prohlen1 that nwy arise. llowcver, they can also have a more 
positive role, viz. helping the port organisation to formulate its plans for the port in relation 
to commercial and other requirements. Such meetings can also provide an appropriate 
occasion for the port authority to explain its development plans so that a port can act in a 
manner appropriate both to its own commercial interests and to the interests ofits users. 

• Chambers of Commerce The nature or· chambers or commerce varies ·· in some countries, 
chambers or commerce }1re government-associated organisations, elsewhere they arc voluntary 
associations of companies. The precise nature or their finance and fhnctioning will determine 
how actively they can co-operate with port organisations. Chambers of commerce can at least 
provide potentially useful points of' contact, some chambers or commerce organize visits to 
other countries }o promote trade, thereby indirectly promoting the use of the port and 
bringing commercial benefits to the port. This is of course especially true where port-related 
activities paly an important role in the economic and commercial life of the city or region. 
Chambers of commerce may also receive visitors from other countries who may be put in 
contact with the port orgnni,~ation, and with other bodiesforming part of the port community. 

• Port Conununity and Government Infl:<.~:~_tnJctyrc_!2_cv_9l2Jml<,:_IJl· When there is a community 
feeling between a port and the city/region within which it exists, the city/region may 
encourage, or even pay for, improvements in physical communications, e.g. road access, to 
gnd from the port. It may also cncomagc (port-using) industrial development · and help in 
port planning by preserving land areas nenr deep water fl·om other devclpment, by improving 
communications, or by ensuring the avnilability of' land for future port clcveloprncnt. 

194. There are various types of' port community structure. In Antwerp it is known as Assiport 
(Port of Antwerp promotion Association), <lll organisation in charge of port promotion and Agha, 
an organisation representing all private sectors in the port a rea. In Rotterdam, it is the Port Pro
motion Council and Port Companies Association. In the port of' Rcmen, it is called Roucn Port 
Development. In many /\sinn countries und in North America, the port authorities are the re
sponsible organization. In some other I'Orts, it is the Chamber of' Commerce or even the Town 
Hall which is entrusted with port marketing. I jsually it is <1 non-profit-making organisation, with 
a Chairman and a Board, a budget financed through contribution fi·om the members and a fhll
time or part-time secretariat. When the port is small, arrangements can he made with existing 
organisation e.g. Chamber of Cornmercc, in order to minimize fixed (staff, building etc.) and vari
able costs. Regardless of the diflcrent forms and structures in each port, the objectives of the port 
community arc almost the sal1le: it is in the general interest in the well-being of' the port. 

195. The port community cnnnot achieve long term results without the support ofthe employees 
who arc rcpreRenting the intere~ts of' port personnel. It is only when the employers, the users and 
the port personnel arc all convinced that their f'uture depends on their capacity to merge efforts 
and gain new traffic, that the port conm1unity is hom. This imr>lies that measures are taken to 
ensure that all the members of' the community will benefit f'rom the results achieved. 

196. As described earlier, port marketing and general back-up should be carried out by port 
community rather than by nny single cnterpri~e. The port community is entrusted with two tnain 
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tasks: (a) coordination within the port area as well as with organi?.ations outside the port area and 
(b) P?rt promotion, :vhich i.s .n~)t a~1_str~tct or isolat.ed. It is, in fi:~ct, a planner and an organiser.wher1 
carrymg out markettng acttvtttes. I o ·tJJustrate tlw; we can refer to two examples as shown m the 
following boxes: One is of the /\ntvverp port community: ASS I PORT, the other is of a marketing 
promotional action being taken in Bra?.il hy the port of Rotterdam. · 

---------------------~-------·-------~-----'-------. 

In Jamaica, the port ot' Kingston maritime & port cornmunity is organized around the 
Shipping Association of Jamaica. The principal actors of the community are as follows: 

• Shipping Association or Jat_!lStic~_(§_/\J} was set up to consider and regulate all matters 
affecting the interest or its membership; to protect and support the carrying out of 
members of the Association in rates and remuneration for port labour and establish fair 
and responsible rates of rcrnuneration nnd conditions or labour. 

• Port Authority of .Jan!ilic~ is responsible Cor the overall supervision of the island's ports 
and other shipping facilities; navigation of all vessel~ and tarifrs on public wharves. It is 
also responsible for the expansion and upgrading of the country's ports, such as initiating 
the development or Export Free :Iones in .I amaica. 

• Wharf Companies Kingston Terminal Operator Ltd (KTO) is jointly owned by 
Kingston's Wharves Ltd and Western Terminal Ltd. and under an agreement with the 
Port Authority. KTO manages and operates the container terminal. Western Terminal 
Ltd (WTL) operates berths 1-4. Kingston Wharves Ltd ( K WL) operates berths 5-7. 
These three companies arc private, wherea~ the infhtstructure and superstructures are 
owned by the . Port !\ uthority at the container terminal, everything including 
infrastructure and superstructures at other two wharves arc owned by KWL and WTL. 

• Harbour Master l~J..: is responsible f'or monitoring navigational aids and for advising 
on matters aficcting the movement or ships. 

• The Joint Industrial Council for Port Bustamentc was established to secure the greatest 
level of cooperation hctwcer1-j1ortTa11(nu; and -mm1agcmen t. 

• Port Computer Servic9 __ !~ls! is owned and operated by Si\.l and is designed to handle the 
computerization of not only Si\.l activities hut also to provide computer services for 
member c<;nnpanies and the port. 

'-----------------------~---------------.. ---- ·-------------' 

'" ·I'· '. >I'• 
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The Antwerp port community vvas one of the first to he formally organized around the 
following lines: 

Organization 
The organization of' Antwerp port community is called ASSIPORT (Port of Antwerp 
Promotion Association). It consists of a 12-person Board (coming from 12 different 
professional organizations representing activities relevant to the port of Antwerp, 
such banks, Chamber of' commerce, maritime interests, ship-repairing industries, 
shipping agents, shipowners, shippers, cargo-handling companies, etc.), a secretariat, 
and working groups (covering diiTerent countries and/or regions in the port's 
hinterland and overseas, some other groups arc cornpetent Cor specific traiTics). 
Legal status . 
ASSIPORT is a private, non-profiHnaking organization. It has three objectives: To 
harmonize the relationship between difl'erent transport and related activities; to 
contribute to the expansion of' the port by obtaining more traflic; To build and 
improve a public relations network in order to achieve the preset objectives. 
Main activities 
- Information: Assiport gathers nil relevant information in various ways, such as 
visits to port users or through the government diplomatic agents and the mechanism 
of the Belgian Chamber of' Commerce in foreign countries or even through the port's 
own representatives in some selected countries. 
- Research: Assiport: is in charge of rnarketing studies. The work is usually carried 
out by its working groups or in cooperation with the 'Antwerp Expansion Research 
Centre' where 61\tll-time resemch fellows arc employed. 
- Voyages, conferences and receptions arc organised hy sending delegations abroad. 
Normally, these rnethods arc employed once the target group is determined. When 
catering for a wider audience, other Corms such as conferences, colloquia are used. 
- Visits: Port users and the publi(: arc invited to the port'!l "Promotion Days" which 
arc actually "Days-of-information". There arc debating sessions and tours of the 
port. Assiport regularly organizes in conjunction with the city of Antwerp, 
"Open-door days of' information" in order to sensiti7e the central/local authorities 
as we11 as the local population to port interests and nctivitics. 
- Exhibitions and fhirs: A polic~· ol' 'presence' is maintained at certain specialised 
exhibitions and fitirs hy having n Port of' Antwerp stand permanently on display, 
representing the port nuthorit:v· nnd private finns. I Jere is where Assiport acts as 
coordinator. 
- Publications: As~iport collaborates with the city of Antwerp and publishes a 
trimestrial magazine called 'llintcrland' with I (J,000 copies for each issue. The 
magazine is published in four languages (French, Fngli~h, (rcrman and Dutch); the 
port of Antwerp monogmph containing basic inl'ormation on the port; an annual 
handbook of port regulations, port tnriffs and 'who is vvho' of' the port (also in four 
languages); a 'Newsletter' published in .lapnncse f'our times a year; a port guide and 
a map of the port. 
- Articles and advertisements: Assiport keeps in constnnt touch with all types of 
media, such as ncwpnper. nwga7ine, ncwsagencics, radio T.V. etc. 
- Information services: As.~ipnrt also acts as a source of' information for enterprises, 
associations, govcmment authorities, research centres, institutes and students etc 
who need informntion on the activities of' the port. ;\ssiport also organizes training 
courses and seminars. 
Finance of ASSIPORT 
J\ssiport has fcHJr linai)cial sources: 
-The annual contribution of' its members 
·-Subsidies given hy the 'Foreign Trade Funds'. 
-Financial assistance occnsionnlly provided hy regional and local government 
authorities. 
-Benefits fl·om the sale or Assirort ptthlicntions nnd document~. 

L_------------··--·--····---·-·-··---·-------·-···--·--·-··-·----····----
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In 1990, a Rotterdam delegation paid a two-week visit toR cities in Brazil. The delegation 
was headed by the Rotterdam port Commissioner and organized by Rotterdam Town Hall's 
Economic Promotion Support Bureau. What is notable about this port promotion delegation 
is its make-up: representatives from competing companies worked together to market 
Rotterdam as one integrated product. That is the spirit of' common consciousness. The de
legation was a mixed group vvith representatives from the business community (stevedores, 
shipbrokers, forwarders, consultants and hankers etc) and ofllcial representatives of the local 
authorities ('l'own I I all, Port M anagernent: and Development Corporation) and the 
organisations and institutes (Port Companies Association and Chamber of Commerce and 
Industry). Six seminars were held in various places for the experts from the business commu
nity; these attracted some :\25 people. The representatives of the participating companies ex
plained all aspects of transport and trade with Rotterdam including the handling of 
containers, fruit and bulk, storage and distribution, and the local banking and tax system. 
Knowing that the Brazilian economy needs to he opened up to markets outside Latin Amer
ica, the delegation proposed that the services ollcred by Rotterdam Distribution be used and 
showed how exporters could save costs and he more competitive on the European market. 

Source: Port of Rotterdam Afagazinc, Feb. f9()J L-____ ___: _______________________________________________________ _ 

C. A model ofport competit1•eness 

197. All ports are directly or indirectly in a competitve market.. Several factors, as noted earlier, 
affect port competitiveness. ;\ port can modify its competitive position compared with other ports 
and with a particular port user, hy irnproving one or sevcra I or those fhctors. However, improve
ment should not be done blindly. Often people believe that low port charges denote better 
competitiveness. Such a simplification of' the situation will certainly not lead to satisfactory results. 
The problem is more complex. Ports thnt want to he more competitive Cor a particular type of 
cargo, must know exactly which ntctnrs should be improved and to what extent and what the 
outcome will he. 

198. As has been noted, ports, especially a third generation port, is a node or a centre in the 
integrated transport and dist rihution chain. With intermodalism and door" to-door transport, 
shippers often don't care, ancl arc often unaw<trc of' the port through which their cargo must pass 
to reach its final destination. Their only concern is to minimi:;:e :D~tal Distribution Cost. So ports 
should improve their competitiveness nnd formulate their policy fl·om this viewpoii1t. 

199. Total distribution cost docs not mean merely charges of various services, but it signifies 
three basic elements which me: M~t!_~YL.Iin!sJ~isk..:'!.: Shippers choose the route of their transport 
and distribution chain, thus the port, on the basis of'" minimum money required, minimum time 
spent and minimum risks run. In fhct a port user {a shipper or n l'hipowner or a forwarder), when 
choosing a port (or shipping route) will make a calculation of these three basic clements ofpossible 
alternatives, then compare the results nnd select the best one. 

200. It is clear that ports, given their competitive nature, should make the same kind of calcu
lations, when competing or mnrkcting f'or a dcllnite cargo (or shipping line), and then rnake the 
proper adjustments. Obviously, all the fitctors aflccting port competitiveness as noted earlier, in
fluence one or more of these three dements. To make it comparable, a common monetary term 
can be used. In fact, the time spent and risks run can both he translated into monetary terms. ror 
example, a vessel's time cost cun be g<~nerally translated into ship's time charter hire, while risks 
can generally be expressed h~· the insurance premium or h~· a tocfllcicnt 6f money cost or time 
cost. 

201. Although it is always difTicult to qunntif'y nil aspects or port competitiveness, we believe 
that an attempt should be mnde in this direction. One or the key characteristics of a successful 
commercially-oriented port is to undcn~tand the criteria hy which port users operate when choosing 
their ports. The model we propose is not 11 thcorctica I concept. It has been used by some freight 
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forwarders. It allows for comparaison with other ports and shows how competitiveness is evolving 
in the same port. One may find it diflicult to make such a calculation (in this case one must work 
togethe: with freight forwarders and shipping agents because t.hey _kn?:v m~ch more.apout the 
compctmg ports and the total distribution costs), but merely bcmg famlltar wtth the relevant f.'lc
tors is already an important step towards improving competitiveness. 

202. There arc one important point to he noted: this model docs not measure overall 
competit!veness, .but compares competitiveness vis~<l-vis another port for a.p~rticular business for 
one specific consignment or category of cargo earned by one or several deflntte vessels to or from 
a fixed destination or points or origin. One port certainly can not be more competitive than an. 
other for all kinds of cargoes. 

203. The calculation of port competitiveness is as follows: 
(I) Money cost for ships per ton or TEU of cargo handled (Cml}. This includes port • 

charges (harbour/wharf' dues, piloting charges, tug fees, mooring/unmooring charges 
etc), all other costs of' ship-related services (ship agency fee, ship reparing cost,. 
fucl/oil/lubricantjwatcr supply cost, crew's living cost, ship's refuse/waste handling f'ee. 
etc.) If it is for liner ships, cargo handling charges should also be included). If any of 
the above services docs not exist or is not of' the required quality (ship repairing e.g.), • 
then the extra cost the ship has to meet f'or having such a service provided elsewhere· 
should be calculated. This extra cost also includes the cost to the vessel sailing:. 
elsewhere looking ror return cargo or extra cargo, if that is either unavailable or not' 
available in sumcient quantity at the subject port. 

(2) Money cost for cargo per ton or TEU ~~m2). Cm2 includes all cargo related charges 
at port (cargo handling charge if' it is not liner ship cargo, port dues on cargoes, costs 
of necessary storage etc), the total tranRportation charges (from the port of origin 
through the subject port to the final destination, or from the origin through the subject 
port to the port or destination, which includes the reforwarding or onwarding transport 
charges) and the total distribution charges (cargo transf'ormation, packaging, labelling, 
grouping/regrouping, stufnngjunstufling, distribution processing, information 
processing, and all other services required along the cargo distribution line that are 
supposed to be done in the port area). If any of' the above services docs not exist at the 
port or is not of the required quality, then nn extra cost for having this service provided 
elsewhere should be calculated. 

(3) Time cost for ship per ton or TEU of' cargo hnndlecl {_CtiJ CtJ includes ship's total 
time cost at port (the time charter hire For the period rrom the moment the ship arrives 
at the pilot station to the moment the ship leaves the pilot station for the new voyage, 
plus cost of oil and provision consumed during that period) The sailing time difference 
between the competing ports (or comparing port) should be included in terms of time 
charter hire plus rue! consumption cost. This diflcrencc between ports can give positive 
or negative figures. 

(4) Time cost for cargo per ton or TEU {Ct2)~ Ct2 includes the total cargo time cost of 
the total transportation period (e.g. the daily interest cost of the cargo's value during 
the period when the transportation and various distribution activities are completed), 
and the time spent at the port lor various services. 

(5) Risks cost to ships LI.~m 1)_._ J\ II the risks of money or of time, for cargo or for ships are 
based on past experiences or the port users and other statistical references. Port users 
need a stable stucture and rate levels or port charges and service costs. Ports that 
complicate their charge structure and cause port users to pay more or increase the rates 
of port charges and service costs too often and or too rnuch, arc considered more risky. 
If during the last five years (rnore or less), the average annual increase in the level of 
money spent by ships (Cm I) and the average annunl cost of accident as percentage of 
Cml is zero, then Rtn I is 1, if the annual average increase of Cm l and the average 
annual cost or accident as percentage of Cm I is I 0 per cent, Rm I will be J .1. 

(6) Risks cost to cargo Lfun_2l: During the last five years, if' the average annual increase 
of Cm2 and the average annual cost of accident/damage for shippers as percentage of 
Cm2 is zero, Rm2 is I; ir the average annual increase or Cm2and the average annual 
cost of accident/damage as a percentage or Cm2 is 15 per cent, then Rm2 will be 1.1.5. 

(7) Risks on ship's time (!~1!1 This is the main fhctor that a shipowner would consider 
when choosing the port or call. Ships always run the risk or staying in ports longer than 
planned, because or had weather, congestion, strike or other social conflicts, port 
facilities breakdown, ineflkicnt administration nnd port management. If during the 
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last five years, ships (or one kind of ship) stayed no longer than expected, Rtl should 
be l; if on average, the stay of ships at the port had to be extended by 10 per cent more 
than previously planned, then Rt I will be 1.1. 
Risks on cargo's time {_gt2). For the sarne reason, the same ri-sks oftime delay in ports 
exist for cargoes. Consequently, if' during the last five years, cargo (or one kind of 
cargo) stayed just as long as had been expected, Rt2 should be 1. If on average, cargo 
'had to stay 20 per cent longer than previously planned, then Rt2 will be 1.2. 

204. Formulating the nbqve 8 factors, we can calculate the competitiveness of a port by 
the following model: 

[Rm/Cm/ + Rm2Cm2 + RtlCtl + Rt2Ct2]j. 
- I 

[Rm!Cml + Rm2Cm2 + RtlCtl + Rt2Ct2]i. 

Port competitiren(lss for cmxo 1 
(/' us ill!: port 1 i' compm·ed with port ~i' 

205. If 'C' is positive, it means that r·or cargo 'a' port T is more competitive than port 'j'. The 
bigger the Cis, the more competitive port 'i' will be. To win over cargo 'a', some information
related marketing actions may be needed. I r 'C' is negative, it means that port 'i' is less com
petitive than port 'j' Cor cargo 'a'. Some service-related marketing actions or other measures are 
needed until 'C' becomes positive and port 'i' then can get this new business. Furthermore, this 
formula has other important significance: 

Such calculations should be made for each consignment or shipping line where port 'i' 
attempts to compete with port 'j', so that one can be clear about the ships and cargoes 
for which port 'i' is competitive and for which it is not and why. One can see the dif
ference in competitiveness between this port and others, so that this port can set its 
marketing target and actions more precisely, for one knows now where the potcnticl 
market share is and how much is likely to he gained and where in one's own territory 
that is one most .threatened. So the formula is a hclpflll tool for long term development 
strategy of marketing. 
For dincrent kinds of' cargo or ships, the role or each of the three basic elements 
(tariff.'l, time, risks) is different. For containcri1.ed cargo for example, the time factor is 
normally more critical thnn the tariff factor, and Ctl and Ct2 are greater than that for 
other kinds or cargo, like brcakhulk for example. For all low value cargo, port and 
transport tari(T's are usually more important than the time fhctor in their total trans
portation cost. To illustrate this, we rcfi._'r to a smvey made in 1982 on the port choice 
of United kingdom tn:ide. 4 R This report shows that some 71 per cent of bulk cargo was 
handled by local ports which compares with 5R per cent of' semibulks, 32 per cent of 
conventional cargo and only 27 per cent of uniti7.cd cargo. lnterport competition is 
more concentrated on container cargo trade which, with a high Ctl and Ct2, is sensi
tive to the time Etctor. That is why the two new container terminals opened in 1990 
and located outside the lock of' the port of' Le llavre nrc called the "Rapid Turnaround 
Port". A more interesting nnmp!l' in the port of' Vnncouvcr is the recent annoncement 
or an attractive rate or discount or lO per cent f'or container lines making Vancouver 
their first North Arncricnn West Coast port of call. NormaJiy ships' first North Amer
ican port of call is Orkland or Seattle. This caused containers for Vancouver to be 
discharged severn! clays Inter and every year many containers destined for Canada 
moved through U.S. West Coast ports. To recover this cargo, the port of Vancouver 
has decided to sacrifice 30 per cent or the total contn iner wharfage charges. 49 Because 
a bigger part of cargo carried by subject vessels are hound for American destinations 
and calling at Vancouver first means a time-loss for these cargoes. The 
competitiveness model will sho\.\' up negative f'or Vancouver regarding these shipping 
lines. To convince these owners to ca11 at Vancouver first, the port should get the 
model to show a positive rating and that means j() per cent off on port charges. 
The difl'ercnt elements or port competitiveness arc interchangeable. An inefi!cicnt port 
can not compete f'or cargo unless the tarirr is low enough. Similarly, an expensive port 
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can remain competitive by improving port clncicncy and shortening service time rc- . 
quired. Through the model, one port can know where the limits of its competitiveness 
lie and how to overcome that ohstadc. For certain cargo, the model will show that it 
is too difncult to compete, e.g. cargo with an origin or destination too far from one's 
port but too near to the competing port; or cargo that needs special treatment which · 
is not available in one's port hut available in the competing port -- that is the limit of · 
a port's cornpctitivcncss.. 1\ good example is that of the port of New York/New-Jersey 
which recently reduced the tonnage asscs~mcnt paid by steatnship lines for container~ 
moving over 260 miles rrom the port to ofl'set the long distance land transport charge 
which would make it uneconomical to usc the port or New York. The New York/New 
Jersey Port Authority began its sponsorship of a rail container incentive program that 
provides $25 per import contuincr and $SO f'or export container to help defray haulage 
costs or the container:'i 0 

This model is an uscfl.il tool for port development strategy and tactics making. For a 
given cargo or shipping service, the role or habit and/or loyalty: (gentlemen's agree
ment) is cHective when C (port competitiveness) in one port as cornpared with com
peting ports, is not so important and the market could remain unchanged. But when 
the difl'erencc is big enough, competitive forces will work. A calculation of 
competitiveness will allovv people to know not only where the marketing target and 
new opportunities lie, but al.~o which part of' their existing business is in danger. In fact, 
all environmental changes as mentioned in the port marketing chapter, can modify a 
port's competitive position vis-it-vis other ports. 
Even when there is not much inter-port competition, this method would help people 
to clarify what the port user really needs and what improvements should be done to 
satisfy them better. 
The model can he used ns a good marketing tool. Instead of presenting one's port 
solely through henutif\.11 pictures, films and videos of' expensive shining equipmcnts, 
which are rarely the real interest of' port users, this competitiveness model can be 
shown to the client to point out !10\\f_!mtcl~ he can save and how his problems can be 
§Olved by using one's port and why. Selliflg benefits not .features. A clear and frank 
calculation and this will certainly be more convincing. 
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