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INTRODUCTION

(1) This report has been prepared  following the recommendations of the Ad  hoc
Intergovernmental Group ol Port Hxperts which met in Geneva from 24 to 28 September 1990, in
response to resolution 61, scction IV (XTI of the Committee on  Shipping. In its
recommendations on the future work programme of the scceretariat, the group gave priority to (ive
studies, including one on the "Development of the commercial (unction, promotion of the port
area and ol the concept ol the port as a scrvice centre”. :

(iiy  Around the world, the broad pattern of port activities changed relatively little during the first
sixty years of the 20th century. The situation has since changed radically. International trade has
become a major vehicle [or accelerating cconomic growth in developing countrics. Trade has linked
up all national cconomies into a single world cconomic system, ‘This vital link is ensured through
the world trade transportation system. Great changes have taken place in the volume and variety
of trade and in the speed of movement of traded goods. Transport, especially maritime transport,
by which even today more than 90 percent of the world 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 are lacing today.

(iii)  Ports certainly can not remain unchanged. ‘Thev, in fact, have a new role to play. The new
trade and transport requirements arc providing the ports both opportunitics and risks. Their re-
sponse to this new situation will determine the success or failure of cach port. The competitive
market and international trade will be the major arbitrators of this, ~

(iv)  In this study, three questions arc raised and attempts are made to answer them: (a) what is
the new role of ports today; (b) why should ports be engaged in this new role; and (c) how can
ports play this new role. The first question is analysed in chapters T and 1T by a presentation of the
new trade and transport situation, an analysis of the new commercial functions of ports and es-
pecially of the new concept of a third-generation port. The «ccond question is analysed in chapter
II by an examination of different kinds of port competitions and of ports which are in a non-
competitive situation. The third question i« analysed in chapters IV and V by a description of port
marketing activities and technigues, by the introduction of a port community concept and by a
proposal for a port competitiveness inodel.
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SUMMARY AND CONCLUSIONS

I.  Today, growing international trade is transforming the world ceonomy into a single system
and integrating world transport activites. Ports arc naturallv being incorporated into this huge,
changing and competitive system,

2. Ports have to change accordingly, to adjust to the new situation, One of the most fundamental
changes should be in the attitude and policy regarding port management. Ports must take into
account the effects of these activities on their operations which occur from the time of the pro-
duction of goods to their consomption, or until they have reached the primary inland point of
destination. Ports should be as commercially-oriented as the foreign trade and transport sectors
that they service. Only i they are guided by this commercially-oriented philosophy can ports
complete their new role. '

3. Modern ports are no longer passive points of interface hetween sea and land transport, used
by ships and cargo as the natural paint ef intermodal interchange, Ports are also no longer run in
isolation. Modern ports play an active role in the world (ransport system: an active role in the
marketing sense, in encouraging ships and cargo to_use the ports concerned; an active role in
shipping and inland transport intcrests as part of the through-transport chain; and an - active role
in helping to stimulate-trade c.g. the development of {ree port or I'rec Trade Zone.

4. In its new role, an important modern port fulfils a number of functions: it provides an
interface for cargo movement between land and sea; it may act as an entrepot storage and trans-
shipment port; and it may be the location of an industrial and commercial export processing zone.

5. The port is not only the location of these activitics, but it is also a service centre, It is a
commercial service centre, providing a range of through-transport and.commercial. services to its
users. It is a personal service centre, providing contacts to companies using the port with other
organisations in the same country, or in other countrics. A global market, intermodal services,
computers and communication systems have mmade the port a technical service centre with an
opportunity of becoming a major EDT access point for the entire trade and transport community.
It has become.an environmental centre, ensuring that appropriate environmental standards are
maintained. Moreover, [inancial support {rom the national government may cnable it to provide
deep-water harbour and related facilities for the development of heavy industries. Briefly, a modern
port is truly a service centre and a logistic platform for international trade and transport - a third
generation port. :

6. In the past, port activity was affected only by the foreign trade situation. Nowadays however,
even if trade remains stable, port business can be lost overnight beeause of inter-port competition.
As a consequence of improved inland transport infrastructure and intermodal transport, ports’
“captive hinterlands” arc disappearing, cven in manv developing countries. Ports share or have
begun to share a common hinterland. Thev have to make every cffort to be competitive in the cost
and quality of services and to make the port a transport and distribution service centre, For most
of the ports, this is not an option but a must; an essential requirement for survival in this win or
lose situation.

7. The best way to win is to maintain a close contact with port users, listen to them, discuss with
them, help them and satisfy them. That is port marketing. Ports should take an active approach
to selling their services, Port managers should reinforee and attach great importance to port mar-
keting. This is not the only way to make a port known, but it is the most efficient means of
learning from port users and other relevant partics what the new requirements are and how the
ports can adapt themselves to satisfy these requirements.
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8. Port development and marketing 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 watchman and from the Customs office to the freight {orwarding
company. It must be based on a common commmmittment to port development, whereby it is
realized that no one can be better off i the whole port 1s not and the port can not be better off’
without the joint effort of everyone.

9, Starting from the findings of port marketing, it is essential to work out appropriate develop-
ment plans and marketing targets and to improve port competitivencss. 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 appropriate time for ports to respond to these new challenges. If
governments, municipalitics, Customs aythoritics, trade unions and employees give comprehensive
support to upgrade port activities, ports can complete their new role and benefit the national
economies.
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Chapter 1

RECENT DEVELOPMENT IN INTERNATIONAL TRADE
AND TRANSPORT '

11. The main reason way many ports have a new role to play is that the environment in which
ports exist and operate is changing. International transport of which port is an element is under-
going important organisational, technological and commercial evolution. In turn, this evolution in
transportation is the result ol changing international trade. It is difTicult therefore, to analyse the
new role of ports without {irst examining the new circumstances of international trade and trans-
port. ,

A. Changes in world trade patterns

12, Over the past thirty years, world trade has been growing faster than world production. Today
world production is more internationalized than before. This has led to changes in shipping, ports
and land transport and form the new cconomic and technical environment of the world trade
transportation system. :

1. Multiplication of world trade centres and groups

13.  Until recently international trade was mainly concentrated in northwestern Burope and the
cast coast of North America. Nowadays world trade routes are much more diversified. This is
specially due to accelerating industrial activities in the Pacific basin, Japan took the lead, followed
by the Republic of Korea; Taiwan, Province of China; Singapore and Hongkong. New economic
powers such as 'Thailand; Malaysia; Indonisia; and China came later. At the same time, industrial
centres in the castern part of North Amcrica have been moving westward to the Pacific Coast
forming the Vancouver - 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 countrics such as Bravzil and Mexico, as well as in the Middle East and
some African countries. Even in liurope, changes are gradually being seen: industrial activities in
the Ruhr area, Wallonia and northeastern France have slowed down and a strong growth has becn
recorded in Baden - Wurtemberg, Bavaria and the Lyon - Grenoble areas. A high growth rate has
been maintained in recent years in Italy, Spain and Portugal. Thercfore, a new world trade pattern
has emerged which is completely different from the old one. Table I-1 is an illustration of this new
multicentred trade pattern.

Table -1
Network of world merchandise trade by region, 1988
(Billion U.S. dollars)

Fastern
Destination North Latin Western Iourope Middle ,

America America  Trope and the  Africa Fast  Asia  nes™® | World
Origin [/SSR ,
North America 150.0 46.0 093 4.9 8.2 7719 T12.5 361 437.5
Latin America 54.5 64 26.7 8.1 /.8 1.9 12.2 0.5 122.0
Western Europe 1134 4.1 9037 38.9 46.5 38.3 91.7 11.311 267.8
E.Europe and USSR 3.0 8.0 S04 1282 4./ 4.9 18.3 891 2264
Africa 9.8 1.5 39.0 2.8 4.6 0.9 6.0 9.4 73.9
Middle Fast 155 6.4 23.8 3.5 /.2 5.5 31.0 1.2 85.0
Asia 197.4 126 1245 11.9 /3.2 206 283.1 631 6698
World S40.0 716 12673 J98.3 803 839 554.8 474128823

Source: Review of Maritime Transport 1980 (UNCTAD), p3
* not elsewhere specified

14,  This table shows the origins and destinations of world international trade by region, of which
more than 90 per cent is moved by water transport. We can observe from this table that apart from
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the emergence of new world trade centres, the intra-region trade accounts for a significant pro-
portion (52 per cent in valuc).

2. New characteristics of world trade growth

15.  The multiplicity of world trade centres is merely one aspect of the changing situation. Until
recently, raw materials were chipped (rom their source to industrial and manufacturing areas to
be transformed into finished products. Nowadays, more and more raw materials are being trans-
formed into intermediate and sometimes finished ploductq in the producing country itscll before
being shipped overseas. I'or example, big petroleum refining have been built in oil exporting
countries. From 1980 to 1989 the crude oil trade decreased by 33 per cent while product oil trade
grew by 46 per cent world trade has incrcased much more rapidly in value than in volume (in fact,
the volume of the world trade dropped by 3 per cent from 1980 to 1988). This can be cxplamcd
by the dramatic increase in the tralfic in manufactured goods, especially containerized cargoes.
Table 1-2 shows this significant growth in containerized cargoes both in terms of value and volume.

Table 1-2
World trade growth and container traffic development 1970 - 1988

World trade volume World container trade volume

UsS$ Tonnes {1S% Tonnes
Year (bn) Index | (mn) Index | (hn) Index (mn) [ndex
1970 3712 /00 2501 100 50 100 24 100
1975 873 279 3039 179 208 347 04 269
1980 2009 643 3645 142 6617 769 128 539
1982 1856 504 3259 127 674 785 143 604
1984 1911 nl2 3372 /29 780 908 189 784
1986 2119 a7y 3366 137 850 1000 214 905
1988 2706 Rn7 | 3529 /38 /035 - /203 245 1020

Source: "Box prospects reassessed”, Port Development {uternational (Dec.]1990), p.63.

16.  Trom 1970 to 1988, the value of world trade has multiplied by 8.7 while the volume of world
trade volumes has increcascd only by 1.4 times during the same period. It is expected that this
growth pattern will be maintained; which significs that the average value per ton of cargo trans-
ported on the international trade routes will become still more 1mpmmnt in the future. The volume
of container trade as well its share in world trade is expected to grow. Table 1-3 shows the increase
in container trade upto the vear 2000, estimated by a leading consultant company.

Table 1-3
IWorld container trade development 1970 - 2000

Year __Container trade valie* Container trade volume** _|Port throughput volumes
USS bn %6 _sworld wrade | Million TIULTonnes. million Million TEU

1970 86 26 20 /7 ' 6.3

1975 298 34 0./ S0 18.3

1980 661 33 ' 12.8 112 37.3 !

1985 792 41/ o193 187 - 56.7 ‘

1990 10571 42 24.8 250 77.9

1995 1385 44 32.6 344 96.5

2000 1646 46 388 372 ' 1122 i

Source: "Box prospects reassessed”, Port Development International. — (Dec. 1990), p.65.
* Forward forecast at constant 1987 § values
#¥ Loaded containers net of domestic and transhipment traffic volume

3. Internationalization of world production and consumption

17.  The development of transport and communication has made the world smaller. Today, as
compared to even ten, twenty or-thirty vears carlier, waorld transport and communication systems
not only cover a much larger part of the globe but are much quicker, cheaper and easier to use.
Accessibility to the production process and to consumption sources is now world-wide, People go
abroad not only secking raw materials and finished products but also cheaper and better pro-
duction factors. The international division of work is scen not merelyv in different products but also
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within the fabrication process of the same- product. (‘onscqucntlv, the multi-national production
system is extending rapidly (morcover, cargo-movement ol semi-finished goods caused by thig
global pr oduction has met with (ewer artificial trade barriers than have finished products). The cra
of semi-isolated national economics is fast fading as enterprises and governments search globally
for technical capabilities, cheaper inputs and market access advantages. Decisions about labour,
raw materials, plant location, transport/distribution system, markcets and dellvcry time are takgn
on a world- wide basis instead of a local one. In Mexico, for example, some 400,000 people are
employed in assembling the products of the Par-last and the U.8. for I*uropcan and North
American markets, A large Swiss transnational company moved its accounts section to India, in
1991. A kitchen dpphancc offered for sale in the United States in 1989 carried the following indi-
cations of its possible origin: “This ...(product) is made to our rigid specifications in the U.S.A.,

Taiwan, Hongkong, Korea, Spain 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 of globalization, 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 cxclusive imported items they once were. Low value imported
products, from basic daily foodstulls to house hold wares and everyday clothing have entered or-
dinary family homes even in some developing countries.

19.  With easier access to information regarding comparable goods (rom alternative sources that
can satisfy the purchaser’s needs, it will become increasingly difficult for producers to isolate
markets and serve them on an exclusive basis, Globalized 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 world trade for transport/distribution

20, Maritime transport activitics are generated only-by international cargo flow. When the pat-
tern of that cargo flow changes, international transport has to adapt to the new requirements that
can be summed up in the lollowing four paragraphs.

21.  The multiplicity of world trade centres calls for an extensive transport network, A greater
variety of transport scrvices should be provided to link the whole world trade complex consisting
of big, medium and small centres. A nefwork expansion is the first requirement of this new trade.

22, Semi-finished or manufactured cargo in trade requires substantial improvement in both speed
and qecurlty The time factor in tmnspmh% high value goods is so important that a significant
and increasing proportion of these goods is moved by air.

23.  When international trade is involved not only before and after production but during the
whole production process, the transport service then assumes a very special role. Besides speed,
security and other requirements, the reliahility of delivery time and the frequency of transport ser-
~vices are of great importance. At the same time, a good information/communication system is es-
sential. : :

24, Finally, since the new increase in world trade is often the conscquence of improvement in the
price of production factors, the cost of transport is of paramount importance. What is worth not-
ing is that the cost factor we refer to is not merely for a particular mode of transport, but for the
total cost of the integration of transport and distribution involved in the movement of goods from
the producer to the final user.

B. Emergence of a world transport system

25. Wot]d trade changcs its pattern and develops in depth and in dimension. It is clear that if
national economies are expected to develop by taking part in today’s world trade system, concepts
and practices regarding transportation and distribution are bound to change. These new concepts -
and pracuccs are explamcd below,

1. Integration of the foreign trade and transport chain_
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26. This is a new concept under which the transportation/distribution activities are considered as
a sub-system of the whole production system. In a traditional industrial society the transportation
chain of goods from the producer to the final user was normally divided into several parts. Shippers
rarely cared about onward transport matters in the receiver’s country and receivers paid little at-
tention to the pre-forwarding costs before 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, I'rom the buying of raw materials at the site of their production to the
delivery of products to the warchouse of the recciver, production, transportation, storing, distrib-
ution, information arc all integrated into one unique network. When arranging cargo movement
within the network, only the cost and efliciency of the integrated transport/distribution chain are
taken into account. Table 1-4 shows the main activitics of that chain. '

" Table -4
Cargo distribution activities

- Transport infrastructure providing
Transport activity

Materials distribution _| Storage activity
activity ("T'ransportation) Cargo handling activity
, Package activity
Physical distribution activity - Distribution processing activity

: - Conumupication infrastructure
[rformation distribution (providing ) activity

activity (Conununication) Accrmulation|processing[transmission
- activity

Source: Based on, 1. Yamada, "Strategy of shipping companies for international physical distribution”,
Japan Maritime Research Institute Report No.39 (Dee. 1990), p.32

2. Intermodalism

27.  This production-driven neced [or an integrated transport chain has led to intermodalism. The
major objectives of intermodalism are to increase the speed of cargo distribution and reduce the
amount of unproductive capital, whether in inflated inventory levels, inactive rail-cars or vessel
delays at ports. Since new trade patterns require quicker, cheaper and safer transport of goods than
in the past, the main obstacle was. found to be at cach transport mode interface which caused delay
and increased the cost of the whole transport chain rather than of “a moving part” of that chain.
Thanks to containerization, the intermodalism of foreign trade transportation has been possible
on a large scale. Shippers entrust door-to-door transport to one multimodal transport operator
who is a specialist dealing with different modes of transport and who has an international operat-
ing network. The intermodal transport of containers from Yokohama to New York requires just
14 days instead of three wecks by solely waterway. In developing countries the intermodalism is
also gaining ground, e.g. the sea/air transport centre in Dubat is of world class and the sca/land
transport in Mexico or the trans-Andes land bridge in South America arc very promising. Apart
form the changes in the legal regime and the terms of shipment, perhaps the biggest change
brought about by intermodalism to transport is the emergence of multimodal transport operators
(MTO) and their increasing role in the choice and control of the transport chain. This has affected
the activities of transporters, port operators, warchousing operators cte. This subject will be ana-
lysed further in the section on inter-port competition,

3. Logistics of the transportation chain

28, The concept of Jogistics is now widely accepted. Logistics is a procedure of optimizing all
activities that ensures the delivery of cargo through a transport chain from one end to the other.
In order to optimize the whole system, the logistic approach is to decide when, where and how
actions should be taken. One of the hest illustrations of this is the well known “Just-In-Time” de-
livery -- a logistic method based on precisely managed and controlled transport and information
systems which aims to eliminate excess stock in the production process. Just-In-Time logistics is
not only vital to an automobile assembly line, but also to farmers because they want to minimize
the cost of holding inventory. It is especially truc of the fertilizer 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 fertilizers. In the port of Newcastle, Australia, a just-in-time coal export
chain has managed to maintain small stocks, thercby rcduung potential pollution, yet at the same
time providing a rapid response to changes in demand levels.”

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 UNCTAD?® have taken advantage of the flcx1b111ty
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 different 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 use of them, have achieved economies of scale
in deep sea hauls through reduced unit costs and transit time. By organizing: - often alone, or
sometimes with other shipping lincs - sccondary transport networks served by purpose-designed
feeder ships, they have increased the number of ports served [rom a single port of shipment. By
extending their operations upstrecam and downstream, they have achieved sweeping cconomies of
scale and gained other advantages that have cnabled them to offer shippers a made-to-measure
service,

30.  Trans-shipment is also cxpanding in some developing countries, especially when the cargo

volumes to and from thesc countrics 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 (or main line vessels to quickly Joad and discharge,

5. Specialization and economics of scalc of ocean-going vesscls

31. Specialization of international cargo transport equipment has taken place in inland transport
such as the block train or as in some countrics double-stack train for container transport or in sca
transport by using specialized vessels. Today, the multipurpose conventional general cargo vessels
are restricted to a limited catcgory of cargoes and to a limited number of trade routes, Most of
the world’s trade is handled by spccmh/cd vessels.  Liquid/dry bulk carriers and full container
vessels are two major specialitics while ro/ro ships, car carricrs, log carrier, {fruit carriers, heavy lift
carrier etc belong to a third category.

32, Together with the specialization of ships, the economices of scale led to an incréase 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 structurc for various ship sizes is shown in the {ollowing table.

Table 1-5
Quantity of cargo (1) Rate Index
(or ship size) (worldscale)
50,000 215.0 700.0
70,000 190.0 88.4
150,000 140.0 65.7
255,000 85.0 39.5

Souwrce: “Asian Vixtures”, Maritime Asia (Mayp 1991), p.32

In the dry bulker sector, we have a similar rate structure. 'The majority of big container vessel op-
erators are now replacing their flect with the fourth generation trans-oceanic containerships, say
post-panamax with a capacity of more than 3,500 TIiU. The cconomic advantages to be gained
by a 39.6 meter-wide post-panamax ship as compared with a panamax are: a reduction of ap-
proximately 43 per cent in daily mnsnmptmn per TIEU and 23 per cent in construction costs per
TEU transported.* Table 1-6 is a forceast of the world container ship fleet for the next thirty years.
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Table 1-6
Forecast of the world container ship fleet structure (1988-2000)

100

Post -
Panamax P Post Post
anamax Panamax Post
80 Panamax
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70

Panamax
60
Panamax
50 Panamax
) Panamax

40

30

Shallow

Draft Shallow
Draft Shallow

10 ' Draft Shallow
Draft

20

PERCENTAGE OF
WORLD CONTAINER FLEET CAPACITY

1988 2000 2010 2020 YEAR .

The number of shallow draft vessels in container trades is forecast
to decline sharply, with Panamax lonnage, requiring 36-40f1 channel ;
depths and post-Panamax ships ]

Source: V.Champion, "Shipping Example?”,  Cargo Spsteyn (Jan. 1991), p.4l

6. Customer-oriented diversity and flexibility

33, Customer orientation is a vital concept for the formation and improvement of the world V
transport system. If we say that world trade is production and consumption driven, the interna-
tional transport/distribution is then trade driven and has been in a “buyer’s market” with fierce
competition. To be as close as possible to one’s customers is the key to success.

34.  Diversity and {lexibility are the two essential characteristics that customers require. To fully
satisfy all customers’ needs, the transport service should be tatlor-made with particular service ;
patterns to meet each individual customer’s nceds. This can be described in three words: first, |
awareness - which means that onc should be constantly aware of the customers” needs; secondly, 4
willingness - one should be willing to listen to the customers and to take the trouble of making the
necessary changes; thirdly,speed - when changes are called for, make them quickly,
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Chapter 11

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

35.  The reason for discussing the development of trade and transport before discussing the actual
subject of ports is not only because trade and transport generate port activities, but also because
today seaports are an integral part of the international transport chain and world trade. In fact the
role of ports was not as important to national economies when the development of the latter was
mainly dependent on national markets.It was during the sixtics and ecarly seventies that half a
dozen developing coutries, particularly in the Asian Pacific region, success(ully transformed them-
selves, through foreign tmdc into what we call today “newly industrialized economies”,
Globalization of national ecnomics has become almost non-reversible in industrilized countries and
many governments in developing countries are shifting [rom investment-led or import-substitution
to export-oriented macro-economic policies to stimulate commercial activities, The emphasis on
export-promotion has gencrated a substantial increase in external trade volumes in some regions
and put into sharp relief the strategic importance of ports and 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 countrics, especially in developing countries, ports have traditionally been
managed following the gener ) 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 privatization 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
arc not required to act as profit making institutions but they have to satisly numerous objectives
including social and political ones, such as national safety, contribution to the state budget or local
employment. In the past, port competition cither did not exist or cxisted only on a small scale and
ports were enjoying a special quast-monopoly position. In countrics where the national economy
was totally planned, the demand (cargo throughput) for port services was determined through ad-
ministrative channels rather than through the [ree market, Conscequently, ports were looked upon
as administrative entitics instcad of commercial bodics and this was reflected in many aspects of
port organisation and management,

38.  Over the last thirty years, the environment in which ports are operated has greatly changed.
The old-fashioned attitude of being politically and administratively regulated has made the port
incapable of adapting itscll to increasing port competition and satis(ying the needs of foreign trade
and national economy. Today the commercial function and character of ports are being f{ully 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 [ront line of the same international compctition, even if the direct inter-
port competition in some countries is not apparently felt. To survive and develop in such circum-
stances, ports need to be given more (recdom and responsibility based on commercial principles.

39, There are vatious ways of changing from an administrative viewpoint to a commercial onc.
Privatization is one, corporatization (adopting a corporate \UllctllIC) is another. As an illustration
of the latter, ports in New Zealand have some note-worthy experiences.® In the mid 1980s the New
Zealand government began to realize that its [arbours Act, under which ports were managed by
Harbour Boards had to be abandoned, for it constrained the Ilarbour Boards from acting as
commercial operators, restricted competition and failed to allow ports to have clear and measur-
able accountability and performance. In 1988 the Port Companies Act was passed to improve the
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efficiency and performance of the ports. As a result, 13 port companies were formed carrying out
port-related commercial activitics to control their ownership in the country’s 14 main ports. Al-
though ports are still state property, this appropriatc measure of port corporatization, together
with a port labour reform act, have 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 feduced by more than 40 per cent as compared with the same
indicators for 1989,°

40. Ports are not only the interface locations for cargo between land and sea transport, but they
also provide opportunities for the development ol entrepot trade and free ports/ {ree trade zones.
The trend towards commercialisation has in many cases cnabled 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 achicving financial objectives. At [irst sight, an obvious measure to
achieve such a result would be to increase port charges, but cconomie, commercial and other fac-
tors have made inter-port competition {ar stronger than was formerly the case. And even where
monopolistic situations exist, the governments of the countries concerned may not necessarily
permit ports to use 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 costs of ports in some countries, ¢.g. where deregulation of
employment rules in the port industry has led to substantial economies in manning and labour
costs. However, such changes tend to be of a non-recurring type and may not be eflective in many
countries because of the lack of alternative employment opportunities {or the port workers con-
cerned. Therefore, additional cargo, additional vessel calls and the improvement in the utilisation
of port facilities, remain the primary means ol improving the {inancial performance of ports.

B. An active and main actor in the world trade and transport system

42.  When international economies, trade and transport were not integrated as a single system,
production and trade were treated as two separate clements and transport was segmented in dif-
ferent stages. Ports in such a situation just carried out their traditional functions --
loading/discharging to and {rom vesscls, independent of and sometimes indiflerent 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 commercial endeavour
in surrounding areas and adjacent hinterlands to stimulate their cconomy and trade.

43.  To identify the new role of ports, we need to trace and analyse the foreign trade and trans-
port chain. This chain certainly doces not start with the port, nor even with the factory that
produces finished products, It actually begins from the production site of the raw material, or the
intermediate or semi-{inished products and gocs on until the product reaches the final user in a
foreign country. It is not merely 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 and 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 are generaly applied to this question.

¢  They should be carricd out where and whenever the cheapest acceptable production factors
can be found, ’ '

¢  Where and whenever minimum “dead time” is nceded;

*  Where and whenever minimum transport is required;

¢  Where and whenever the greatest concentration of 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 [ictitious example: In a country
product X was assembled at inland point A, 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 [igure 1i-1. '
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Figure 11-/ 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 whcrc the nccessary conditions will be provided for
by the port. This process is shown in figurc 11-2. Result: important reduction of inland transport
cost before shipment (including time saved); this in turn leads to a lower FOB price of the product;

which in turn makes it possible to increase export. Obviously, this is an additional traffic for the
port, The shifting of the assembly point or other industrial cargo processing activities to the port
area is certainly not recommended everywhere, since in certain countries land and other resources
are too expensive in the port arca for-industrial units to be set up. However, 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- loglstm
approach may well indicate that industrial units be moved from the port area to inland territories
where productive resources (such as land) are cheaper, cven though transport cost may be higher.
This is the actual situation in some industrialised countries (¢.g. in North America). Bach year
China imports a large quantity of fertilizers [rom Lurope, but farmers and distributors don’t like
bulk fertilizers which are difficult to use, to distribute and to storc. On the other hand, bagged
fertilizers are much more expensive to buy, to transport and to handle in ports. In order to solve
this problem, ports in China installed fertilizer-bagging cquipment alongside the quay and organ-
ized a bagging work group. Now the imported fertilizers arrive cheaply in bulk at the ports and
then leave the ports in bags with added value and to the satisfaction of the peasants. This kind of
logistic approach of the 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 sparc parts in Antwerp for
European and North American markets. The spare parts drc made overseas and will be shipped
to Antwerp in containers, then packed, stored and distributed all over Lurope including Germany
and North America. This centre will handle 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 different places and
so is consumption,

45.  Trom a logistic viewpoint, threce 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
dynamlc role to play.

*  First, ports are the starting and ending points for maritime transport. Maritime transport,
containerized or in bulk, is always the modc-of transport which moves the biggest quantity
of cargo. Consequetly ports, dl()ng, the whole transport chain, always have the highest con-
centration of cargo. This cargo concentration is the best way of achieving economies of scale
when additional industrial, commercial, technical activities are required.

e If the biggest difference in production factors exists between continents (or among countnm
separated by relatively great geographical distances, so that maritime transport is normally
needed for cargo movement), ports are the logical places where the contributions of different
factors of production can be combined. in an advantageous manner. That is why countries,
iron/steel factories are built in the port arca using imported raw materials. Export industries
installed next door use this iron and steel products and turn -out cars and machinery, These
are exported {rom the port arca with a big cost advantdg_,c in the international matket.

®  Thirdly, for world trade, ports remain the higgest and ‘most important transport mode inter-
faces where shippers, hcught forwarders, slnpowncm ship agents, cargo distributors, cargo
transformation companics, packing companies, land transport operators, customs omces
cargo inspectors, banks, insurance companies and other relevant organisation are located.
Ports are therefore important infomation centres,
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46, As described above, ports can be the motor or stimulator of foreign trade and local/national
economy. However, not all ports are playing this role or thoy may not be aware of the opportu-
nities and risks offered by the changing world economy and their potential role in it,

C. Port development - from a transport centre to a logistic platform

47.  Ports. Today ports can be classificd into three different categories or generations. This
categorization is not based on the size 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 devclopment policy,
strategy and attitude; (b) the scope and cxtension of port activities, cspecially in the area of
information and (c) the intcgration of port activities and organization,

1. The first generation port

48. Port development policy, strategy and attitude arc fundamental 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 sca transport, Tradition and habits of thosc years have conditioned the
thinking of many people involved in port activities, Apart from cargo loading/discharging and
storing, other activities were not usually being carried out in the port arca. 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 at government, municipality or enterprise levels to favour con-
servative or passive policies. Conscquently 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 infrastructures without any awarcness of what is happening to the
vessels and cargo outside that waterfront area. Such attitudes and restricted scope of activities have
led the port towards organizational isolation. The port organization isolation has three major as-
pects.

49.  Tirst, the port is isolated from the transport and trade activities. Often in a monopolistic
situation, these ports are rarcly concerncd about the port users” needs. Participation of
tradc/transport interests in port decision-making process is limited and port marketing promotion
is rarely considered. Usually these ports have their own systems of information, documentation
and statistics and have no regard for their compatibility with port users” systems,

50.  Secondly, the isolation of port organization can be found in its relationship with the
municipality that surrounds the port. The port considers itsell as an ‘independent kingdom’, so
does the municipality. Cooperation is rarcly sought and cach onc’s development plan is carried out
separately. Ports, by their very nature, are strong compared to other local units of economic ac-
tivities and are often the only organization-capable of being independent entities.

51, Thirdly, in a first gencration port, the different port activitics or port egmpanies are isolated
from each other, This means that at the commercial level the different 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 ncvertheless quite natural at the time of pre-containerisation, since the
commercial relationship between dilTblcnt activitics of the port was casual. Productivity was not
high and cargo movcmcnt was slow, Users were more familiar with individual scctors 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 cargo ports, while some other bulk cargo ports especially
those located near raw material producing sites have always concentrated on intermodal sransfer,
e.g. loading of cargo with pipchine or conveyor belt onto vessels in Saudi Arabian or from the
Australian hinterland to the ports.

2. The second generation ports

53, In this category of ports, governments, port authorities and those who provide port scrvices
have a broader understanding of the functions of scaports. The port is regarded as a transport,
industrial and commercial service centre. Thus ports are allowed to undertake and offer industrial
or commercial services to their users, which are not dircctly connected to the traditional
loading/discharging activity, Bascd on a broader conception and management attitude, port poli-
cies, legislation and development strategics are made,

54.  As a result, the scope of port activities is extended to commercial or any other relevant ser-
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vice such as cargo packing, marking and industrial scrvices such as cargo transformation, Indus-
trial facilities are built up within the port area. Therelore, the port develops and expahds towards
its hinterland with industrics such as iron and stcel, hecavy mctallurgy, refineries. and basic
petrochemicals, aluminium, paper pulp making, lertilizers, sugar and starch, flour milling and var-
ious agro-food activities. The sccond generation ports are not only transport centres but 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 are commonly called ‘Industrial
Ports’. Iigure 11-3 shows an example viz. the port-industrial complex of Fos, I'rance, in the late
70’s and early 80’s. ‘ o

Figure 11-3  The port and industrial zone of I'os

% Existing industry % Oil storage Proposed expansion

Road
(/] Vacant industrial land  [E2R33 Urban area Proposed commercial port  ~—— Railway

Source: J.N. Tuppen, "The Port Industrial Complex of Fos: A Regional Growth Centre?”  Seaport Sys-
tem and Spacial Change, edited by B.S. Hople and D. Hilling, 1984, p.307. .

55.  Organization within a sccond generation port is different [rom that of a first generation one.
Second generation ports enjoy a closer relationship with transport and trade partners who have
built their cargo transformation facilitics in the port arca. ITowever, 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 gencration 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 activitics 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 spontancous rather than organized.

3. The third generation ports

56. These ports emerged in the 1980°s, principally due to world-wide large scale containerization
and intermodalism combined with the growing requirements of the international trade as described
in chapter L.
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(a) Port development policy, strategy and attitude

57. The policy maker, manager and opcrators 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. Ifor 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 cfforts, the ports have been turning
into integrated transport centres and logistic platforms for international trade.

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

(b) Traditional port services

59.  This does not mean that with the advent of third gencration ports, the activities of the first
and second generation ports will ccase to exist. Actually, the traditional port services such as cargo
handling is and will remain the backbone of port activitics. The differences is that in a third gen-
eration port, together with conventional services, logistic and total distribution services are being
provided to port users. Morcover, in a third gencration port all conventional services are 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 cqual consideration to “port infostructure”. (information processing
facilities) Consequently in a third generation port, navigation scrvices, cargo handling, storage and
other traditional port services involve modern port organization and management and are highly
efficient.

(¢) Industrial/fenvironmental services

60.  There are two kinds of industrial services in a third generation port. One is ship/vehicle re-
lated industrial/technical scrvices, such as ship repairing industries and other engineering and
technical services. These scrvices are of great importance for a modern port in the marketing sense,
to ensure high productivity and to build a reputation {or reducing technical and commercial risks
to the port user’s equipment. The seccond kind of industrial service is cargo-related. the port’s aim
in providing cargo-related industrics or allowing others to establish such industries within the port
area s to generate more cargo throughput and more value added {or the port. A survey published
in Canada in 1990 reveals that the port of Toronto and its surrounding industries contribute eco-
nomic benefits in excess of onec billion Canadian dollars annually.® In some countries, export
processing zones have been cstablished in or near the port arca with attractive commercial condi-
tions. Raw and intermediate materials are imported through the port to the zone and finished
manufacturing products such as clothing, textiles, footware, houschold clectrical appliances and
many others are packed into containers at the port arca to be shipped to the world markets via the
port once again. The industrial scrvice contributes to the value added. Tor instance, Amsterdam
has for a long time included adding value to goods as part of its activities. Thus high grade coal
(ash content of four per cent) shipped (rom Kalimantan mine in Indonesia, is processed at
Amstterdam’s facility of Rictlanden to reduce the ash content to one percent, Similarly in Ghent,
Belgium, the coal terminal specialises in processing solid fuel, through diy screening, wet screening,
washing and drying. The main aim is to add value to the primary product.”

61.  Modern ports should be cquipped with necessary facilitics for environmental protection,
Ships and cargoes have long been sources of pollution in the port arca (such as ship’s wastes and
refuse and dangerous cargoces), and with industrial activitics in port area, environmental problems
are becoming one of the major concerns of port managers, In the United States, several major port
development plans cannot be implemented pending approval of official authorities on their envi-
ronmental impact.

(d) Adminstrative/commercial services

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 adminitrative procedures are highly concentrated in ports. Nowadays, the quick
and high volume merchandise movement among different countries requires not only that the port
be efficient in its management, but also in its procedures, administrative regulations and services,
This is one of the charactercstics of a third generation port. :

63. Port administrative ellicicncy falls mainly into two groups: (a) documentation and regulation
and (b) the working schedule. Port documentation, if it is to be eflicient, should be simple, com.
patible with that of trade and transport and 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. I'or instance, if therc is congestion in the container yard, it is likely
that the documentation process for rcleasing containers will take too long, there by limiting the
out-flow of containers from the yard.”'® Very high port documentation productivity can be ob-
tained through the EDI (Blectronic 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.' ' (IIDI discussed again later, when discussing logistic services)

64. Another aspect of administrative efficiency is the port working schedule. Modern ports can
no longer afford to keep the old traditions ol working only on “weather working days” and only 6
hours a day and 5 days a week. Today, ports arc not only cquipped with very expensive
infrastructure and facilities but the vessels and merchandise they service are of extremely high
value. Even maritime transport is now calculated by the hour. The time spent at ports costs
thousands of dollars per hour to cargo owners, ship owners, as well as to the ports themselves. In
one Buropean port, gantry crancs can move as many as 25 containers per hour but are restricted
to around 10-15 per hour, because ol customs requirements.'? On the other hand, in another
Buropean port, an American shipper’s distribution centre in the port is considered a fictitious
warehouse under administrative control’, where dircct physical customs control is replaced by ad-
ministrative controls: cargo can be handled, received, packed and shipped 24 hours a day and seven
days a week.!® Modern ports providing 24-hour service depend largely on the common efforts of
the whole port community including obviously port administration.'*

65. Along with eflicient administration, a third generation port may provide administrative ser-
vices. This is especially the casc for a free zone status. For a transshipment port the free zone
status is one of the essential conditions. This is also truc for a cargo distribution centre. Export
manufacturing/processing activitics should be included in the (ree zone, which can greatly increase
administration efficiency both (or importing raw materials and exporting finished products.

66. Commercial service is in fact one of the traditional activities of some ports. In the past, fish
and merchandise were traded and distributed in main f{ishing ports. Recently, these commercial
activities have been reinforced at the port arca mainly 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 are highly devcloped. In Rotterdam and Antwerp some business parks have
been created in which there arc trade and distribution centres for individual foreign countries.!”
In the Caribbean, the port of Guadeloupe has recently established an 'Foreign trade zone’, which
includes a 20-hectare {ree trade warchousing zone (upon completion, capable of providing 75
000M?2 of rented warehousing to trading and industrial companics); a 25-hectare industrial park
where tax-free warchousing is provided and a world trade centre consisting of 2000 M2 of office
space, exhibition facilitics, conlcrence equipment, worldwide communication possiblities, language
consultants, information and other services.'®

(e) Logistic/distribution services

67. At a third generation port, all logistic characteristics are incorporated into its conventional,
industrial, environmental, administrative and commercial activitics. However, one new and typi-
cally logistic activity of a port today 1s its distribution service. Distribution is different {rom storage
in three aspects.

¢ Storage is viewed by its users as a segmented function, isolated from transportation, pro-
duction or consumption activitics. Distribution, on the contrary, is considered by its users
as a logistic function in the whole transport chain and is indispensible.

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

e Storage is necessary when production, transportation 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-In-Time” delivery is widely welcome.
On the other hand, distribution activity, including storage, is a value-adding activity without
which the transport chain cannot be 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 (rom the IFar Ilast and the United States {or central distribution f{acilities .

has increased, ... if I were just to ofler warchousc accommodation, I wouldn’t have any clients.
What they require is an integrated logistic service.”!’

69. Containerization and intermodal transport have increasingly transformed the port into a
kind of “passing corridor” wherc goods just pass through without creating any value added. Port
people have found that the traditional facility and concept of “warchousing” is meaningless [or
most containerized cargo. Yct, the major industrial and commercially developed countrics are re-
ducing the number of distribution and storage centres, requiring improved services, creating logis-
tic operations and relying more heavily on specialised companics for their cargo distribution.
Therefore, while some old activitics are losing ground, new oncs arc emerging. For all ports, this
is a challenge and a big commercial opportunity. Nowadays, major ports in North America,
western Europe and in some Asian countries arc making cnormous 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 be used for the import and exportol cargoes. Let us take im-
port distribution in analysing what a port distribution centre should be. Normally ports only make
available all necessary distribution facilitics then leave the distribution activity to specialized com-
panies (exept for some operating ports where cargo distribution is carried out by port authorities).
The main facilities and conditions are discussed below,

-- Warehouses

71, Warehousing is still one of the most important functions of physical distribution. Ports
should provide sufficient storage space and warchouses should be located at the proximity of the
port terminals. The layout and equipment of the warchouses should be well adapted to the high
requirecment standards of port users, such as air-conditioned storage, high-rack storage, fully
computerized monitoring systems. I‘or hazardous cargo, the warchouse should have liquid-proof
floors, ventilation facilities, firc-resistant walls 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, warchouse building has to face three main problems: the avallablhty
of land and road/rail transport conncctions; relatively large capital investment and delay in con-
struction. While the first problem requires long term planning and close cooperation between the
city and the port that will be discussed later on, the recent experience of Tilbury, (United
Kingdom) illustrates how the other difliculties have been tackled. In March 1991, the port of
Tilbury completed the building of a new storage mpauty of 8280 M2. The project ptowdcs high
capacity storage at low cost and was completed in just over four months (rom start to finish, The
building structure itself basically comprises a galvanished steel frame covered with a PVC-coated
polyester fabric. This is, reported, to be UV-stabilised, long-lasting and is tested for tensile
strength and frame retardency. The new building costs 40 per cent less than a conventional one
and it can be moved or cven sold with very little difficulty.'® This is an cxample of efforts made
in the right direction. However, a port should cxercise caution when following another’s example.
In a port with distribution servoces, specialised warchousing should be provided or planned when
special traffic (fruit, steel products, car and sparcparts, chemical products ete) tends to become
important. One should also foresee the possible disappearance of this or any other tralfic. When
the operators do not have the capacity to invest, the port authority and the entire port community
should combine their efforts and mobilize the necessary resources in order to ensure that their port
remains on the {ront line of the market.

-~ Water/air/land transport conncction
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72, In developing countries, as well as in many other countries, the inefliciency and inadequacy
of inland transport infrastructure is often 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 be within casy access of the inland transport networks,
which are vitally important {or the good running of the port distribution centre. This is highlighted
by a recent survey on “Ports’ perception towards futurc”, conducted in January 1991 by the
International Association of Ports and Tlarbours. Table 11-1 is onc of the results of the survey and
shows that ports regard as most important (more than one hundred ports in 30 countrics) in re-
lation to their municipal duthontlcs As we sce that road access Lo ports ranks at the top of porte
concerns.

Table 11-1
Priority of items

[tems ' ' ' - Priority

No.l No.2 Nol3 Nod Nos Tol.
Road access to port 20 22 78 77 4 75
Warehouse| distribution facilities 21 22 8 17 4 72
Urban & civic development 16 /3 /! 16 9 65
Intermodal terminals 15 14 14 6 8 57
Rail access to port . 8 /1 8 8 4 39
Cruise industry 2 3 /1! 6 13 35
Office space development 4 3} 6 6 /2 3
Airport ‘ 2 2 4 4 4 16
Teleport 0 0 6 4 4 14

Source: The International Association of Ports and Harbors "Report on the Survey on Port’s Perceptions
Towards Future”, (May 1997), p.8.

-~ Logistics and EDI (Electronic Data Interchange)

73.  One of the most important features of a third gencration 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 efficient cargo {lows and thus the competitiveness of the
port. Actually a third generation port is an information centre. IFirst of all, constant information
is required within the port organization for the management of various operational, technical or
administrative activities, All kinds of information about cargo and vessels are required by the port
authority, Customs office, insurance company, banks, shippers, 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 stockq of cargo in storage. In a modern container port for
example, the logistics centre should provide:

- Information as to the containers tp be doscjarged. With olcctmnic data interchange, the
information is available several days before vessel arrival. Using information téchnology,
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 safc working loads of quay crancs, maximum rated capacity, additional
lifting equipment for uncontainerized and out-of-gauge cargoes ctc.; information as to
average handling rates ctc.

- Information as to yard handling and storage capacity, including information as to the
extent of delay to inland transport. Landside 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 of container handling equipment;

[
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also information with regard to the cab/traction units themselves (very important for {uel
economy). It is perhaps worth noting that over 60 per cent of short-sea box movement
costs occur on infand transport movements alone.

- Information on inland road and railway transport and on fceder service availability (in-

cluding costs), as rclevant.

- 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 dlscharged
and loaded. It is important not only for ‘gencral’ boxes, but more specilically for “spe-
cials’, e.g. insulated, recfer boxes, tanktainers etc. It is worth bearing in mind that hire
costs are very high [or ‘specials’, e.g. between Japan and the United Kingdom.!?

74.  The logistics centre will also maintain typical performance (igures relating to certain classes
of vessel. Information is also likely to be available if relevant, as to the length of possible delay,
e.g. in some Buropean ports customs and documentation dclays connected with clearing the re-
quirements of the Buropean community common agricultural policy.

75.  The logistics centre will also maintain information with regard to the availability of repair
facilities for containers.. Information will also be 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 1CD facilitics, including cold storage, warchousing and dlstrlbutlon
. centres for both FCIL. and LCIL. cargoes.
- Local labour rulés/working practices etc.
- Availability/cost of pilotage, towage cte., and of other port facilities, e.g. use of lay-by
berth, use of floating cranes for heavy lifts ctc.

Some supplementary information services are also to be provided by the port:

- Provision of information for shipowners/shipping agents, or for shippers, as where rele-
vant, regarding shipping services, with details of agents, contact addresses etc.; also cus-
toms procedures and formalitics, port health etc; potentially available traffic; transport
costs between the port and relevant inland cargo origins or destinations; port facilities
and costs; details of stevedoring companies (there may be a chmce at a poxt) and their
tariffs.

- Provision of contacts for port users: in the country in which the. port is located, e.g. in
companies which may provide traflic; in foreign countrics, in relevant mmlstr]cs, port
authorities and exporting and importing companics.

.- Involvement in the provision of through- -transport services

- Carrying out marketing work for the port in other countrics, possibly jointly, e.g. with

managements ol terminals within the port.

76.  What must be emphasised is that storing all this information in a computer does not suflice.
Computerization 1s not DI, DI is a system whereby electronic information is interchanged be-
tween one computer and another using a communication package which has the ability to share
and exchange information among port operators, administration and port users. In the port of
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 svstem.?” A computerized system must be available
to process the information.

-- Value-adding activities

77. - The term “added value” significs value newly added or created in the productive process of
an enterprise. Loading and discharging are certainly value- addmg, activitics, so are the industrial
services of a port as noted carlier. In a distribution centre, added value can take different (orms
such as cargo consolidation and deconsolidation - providing up-to-date information on the inven-
tory and cargo movements; stuffing/unstulling containers; crating; palletizing; shrink-wrapping;
labelling; weighing; repacking cte. In Singapore in 1990, such commercial activities generated in
Singapore in 1990 about USS$ 63 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.?! The computer-maker Amstrad had serious problems in rapidly switching the stock that
could not be sold in one country, to another country because of Janguage specificity of the soft-
ware and so on. One of the distribution centres in the port of Rotterdam solved Amstrad’s problem
for the Buropean market by putting together the right combination of hardware and software
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components f{or each destination. I'rom the distribution centre, one can keep tabs on the market,
see whether the predictions arc accurate and react quickly, ensuring that the stocks do not pile up.
This is the value that a distribution centre adds to the product. Also in Rotterdam, together with
other municipal departments and private enterprise, the port management has dcvclopcd a plan to
concentrate activities in the ficld of trans-shipment, storage, processing, distribution and transport
of fresh fruit, vegetables, deep-rozen food products and fruit juices in the Vierhaven arca. Table
[1-2 shows the added valuc of trans-shipment to different merchandises in Rotterdam in 1989,

Table 11-2
Added valie in the port of Rotterdam for various kinds of cargo

JOSK /989

tons  gavt/ion gavt tons gavt/ton gavt

m D 1000 D moo Dfl 1000 Dyl

Grain/fodder 2152 7 A0 159,25 20,18 7,40 - 149,33
Ore 42,56 240 102,14 45,02 2,40 108,05
Coal 16,25 2,00 48,75 16,95 3.00 50,85
Other bulk 2/.82 4.00 . R7.28 24,35 4,00 97,40
Crude oil 85,59 2.00 171,18 89,05 2,00 178,10
Mineral oil 3/.50 11.60 366,10 37,30 11,60 432,68
Containers 34,53 10,10 348,10 38,40 10,10 387,84
Jeneral cargo 10,17 20.00 305,70 /1,20 30,00 336,00
Goods in vehicles 70/ 3.60) 25,24 7,50 3,60 : 27,32
Total (ex Lash) 271,01 1613,70 200.04 1767,57

Source: Port of Rotterdam — Annual Report, 1989), p. /1),
* gav. gross added valuce

-- Simplified customs regulations

78.  Eixcessive customs regulations can become a very big obstacle to the physical distribution
of cargoes. In a third generation port, the customs should be well organized, i.e. modern tech-
niques should be used so that it would be unnccessary to check cach individual consignment at
the cost of the port productivity. In the port of Le ITavre, the computer system utilized by the
port community is connccted with the computer systems of the customs. When goods are im-
ported, the information is fed, inter-changed and processed. Only a very small percentage of the
consignments have actually to be visited.  Procedures may require that in a port distribution.
. centre, duty and excisc taxes arc only paid on {inal delivery. Goods being re-exported as well as
goods entering the country should pay these at the last stage. In Rotterdam, licences called
“I'emac Licences” are issucd by customs, which means that onc can bring goods into the ware-
house without involving the customs authoritics physicallv, All the products which enter the
warchousc are recorded on computerized lists, When they are sold and leave the warehouse they
are again recorded on the lists. At the end ol every month, both lists are handed to customs for
import duties. Clients only pay import duty when the goods leave the warehouse. This means
they do not lose interest, which could involve large amounts of money il the products are of high
value.??

79.  In some of the more advanced ports, the distribution centres are called “Distripark”. The
concept involves bringing topether companies that specialise in grouping, storage, (reight for-
warding, intermodal transport, cargo distribution, customs documentation cte. together on a site
close to a hub of watet, road, rail or air transport. This distripark is intcgrated with port termi-
nals and navigation activitics and forms a (ompluu platform lor international trade and is called
"Distribelt” in some pottq

(N. Organizational intcgmtion

80. It is more difficult for a port to become a third generation port without undertaking some
organizational changes regarding the relationship between activities within the port area and the
relationship between the port and the municipality (and local and/for central governments). The
relationship within the port arca will be discussed in Chapter V., let us see what the new re-
lationship between port and its municipality should entail. As a distribution and logistic service
centre, the port is becoming more and more dependent on and integrated in the life of the sur-
rounding city, With its much enlarged dimensions and activities, ports can no longer afTord to
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keep the simple and somewhat independent relationship they had with the city as a first gener-
ation port with activitics limited to loading/unloading of cargo at the waterfront. An excellent
city-port relation and [ull support of the former is one of the maost important conditions (or the
success of any port. The survey by TAPH (mentioned in para. 72 above) reveals that in the re-
lationship between the port and the city, the ports emphasize the importance of: (a) hinterland
transport access to port; (b) warchouse/distribution facitlitics; (¢) urban & civil development and
(d) intermodal terminals. ITow can ports obtain support {rom the municipalities? Port organisers
must bear in mind two things: first they must adopt an active approach by presenting their port
development plans to the citv and governments and explaining fully their needs and diflicultics.
Secondly they must convince the authorities that citv/region stands to gain from the develop-
ment of the port.

81.  In many countries, the fact that the port and the city make their own separate and inde-
pendent plans has brought about urban degradation. In fact the city and the port are largely
interdependent and share mutual interests. The port may be a big job supplier and has various
positive effects on the local social and cconomic life. The city provides basic conditions for the
port such as commercial services, telecommunication, land transport, water supply, housing etc,
In today’s world, the city and port ought more than ever to work closcly together; cach should
look at the problem of development from the other’s point of view and consider the other’s
problems as its own. The city should consider providing the necessary space for the port's new
activities such as distribution centres and improving rail/road transport and telecommunication
systems. Ports should think more about well being of the local community and make its own
contribution. Many ports have no fonger the use of old guays and basin which are often located
close to the city centre. When the relationship between the port and city is good, the reconver-
sion of these asscts would be casicr to achieve, :

82.  Ports, especially those dealing with general cargo, have been undergoing an evolution {rom
the first generation to the sccond and the third gencrations, with an increasing role in the
transport chain and international trade. There are two very important factors to -be borne in
mind when building a third-gencration port, viz. timing and coordination of actions. Timing is
essential since the third generation port requires [undamental changes which can- only be
achieved effectively after vears.of effort. The most diflicult task is, very often, the motivation
of the whole port community and the establishment, among all parties including each docker in
the port-area, of a-common consciousness of. the port’s development. The building of a
third-generation port depends ons the quality of the joint work of the port community,
government authoritics, the municipality and even the people living in the city, Scnsitizing
people to the desiratility of such a port, according to past experiences in industrialised countrics,
needs several years of constant efforts. This.is partlv because the fruits of a third-gencration port
are obtained only after a period of 4.6 years - even a computerised information system (or an
IIDI system) usually nceds 4 to 6 vears hefore it is considered fully integrated. and functional.
Coordination means that a third-generation port can only be built through actions being taken
systematically, but not independently one of the other. In other words, the services previously
mentioned concerning a third-gencration port should all be established in a coordinated manner.
For example, the building of a distribution centre should be accompanied by flexible customs
regulations. The following boxed cxample is taken [rom the port of Le Havre, which shows the
steps to be taken in turning the port into a third-generation anc.
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Steps taken to establish a third-gencration port

One third of the 250,000 inhabitants of the city ol 1.c Havre is directly or indirectly earn
their livelihood from the port. Up to 1985, the port was a sccond-gencration one with indus-
trial and commercial services supplementing the traditional transfer of goods on the quay side.
However, traffic was stagnant and competition [rom other ports strong. Informal discussions
started taking place within the port community in order to. {ind ways and means of
stengthening and motivating the port community and reactivating port activities and trafTic.
Action was taken at four different levels: '

®  The Chamber of Commerce, port authority and the UMIP (which is the federation of
14 unions representing some 250 port and shipping organisations) created PORT ALLI-
ANCE in early 1987. PPort Alliance is the permanent structure of the whole port
community. It has its Board and a Budget (with equal contribution from the three parent
organisations). Its objective is to stengthen the port community and improve the port
public relations. It acts at three levels:
-local level: '
Informing and sensitizing all members of the community about their port (press and
publicity campaigns, open-door day 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 the community are motivated,
-National/international level:
Publication of the magazine POR'T ALLTANCE, press campaigns, joint organisation
with the port authority on promotion davs.
® At the same time, the port authority rcorganized its commercial (unction placing greater
emphasis on the questions of shippers aspects and inland transport. Market segmentation
was reviewed and organized by commoditics and regions taking into account the trans-
port chain aspects, li{Torts were made to develop and promote: frequent and regular
shipping services; modern port facilitics; improved inland connections and new distrib-
ution services. Commercial actions were organized at various levels involving all members
of the port community.
¢ Investments were made for port f(acilitics and equipment as well as for the improvement
of inland connections (which is becoming a key factor in choosing a port). v
¢ An information system of interest to the entive port community was established. Basic
equipment was financed by the port authority, but the operation was conducted and fi-
nanced entirely by the concerned professionals. All import manifests are systematically
introduced into the system which is in a position to provide on-line information to all the
authorized users on commercial aspects, customs and physical movement of goods. Fx-
ports are also treated in the same wav, The svstem is inter-connected with the Customs
system and the terminal operator and port quthority systems,

It took about {ive years to achicve the above described results.

83.  The three generations of ports difler in various respects as described above, Iistorically, it
is the large ports which became first the second and third generation ports. However, the size of
the port is not a decisive factor in this ficld. Obviously there are different degrees in the process
of developing port activitics. What i« impaortant is the motivation of the decision makers. There is

~ scope for many ports located in developing countries to hecome a second or third generation port,

even if their size is limited. Table 11-3 shows the process of port evolution and the major features
of different port generations. :
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Chapter 111

PORT COMPETITION

84. In the first and second chapters, we have analysed the changing circumstances of port pro-
duction and described what a ncw generation port entails. In this chapter, we shall discuss the
problems of port 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 15.2% 1n 1970,
North America had 17 major international Atlantic ports, of 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 of “main port” concept. To respond to the
requirements of trade and intcrnational transport, modern ports have become increasingly costly
to construct, expand, equip and manage. They are so expensive that without a minimum concen-
tration of cargo flow and a concentration of shipping lincs in ports of call, a large port investment
can never be justified. The new transport technology such as large specialised vessels,
containerization, intermodalism etc. make these two concentrations possible.

86. For general cargo transport, port integration, together with the increasing practice of trans-
shipment, has divided world intcrnational ports into two groups: One is the so-called “hub-ports”,
the other is the “feeder ports”.?® It is difficult 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. Ilere is an example to illustrate today’s
situation: One of the world’s leading lincs ‘Tivergreen” provides an cast and westbound round-the-
world service linking Iurope, Asia and North America, which together represent more than 80 per
cent of total world container trade, calls at only 22 ports easthound and 21 ports westbound.

87.  Although all ports cannot be hub or main ports, it is not only these big ports that can be-
come third generation ports. This should be borne in mind by port managers in most 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 maritime routes; and a hcavy national or regional traffic. This is often
beyond the ability of many ports. But a 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 them-
sclves, as analysed in a recent UNCTAD study on port management,?&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 of survival, The port consolidation process will continue and
some estimates foresee that by the end of 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-spced post-panamax container vessels are considering further
reducing their ports of call. I'ccder ships are getting larger salready over 1000 TEU in South East
Asia), and there is a greater concentration in ports serviced by feeder ships. This is definitely true
since land transport has improved. Ports failing 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 activitics 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 [ind out what must be done to overcome the port’s weaknesses, to better
satisfy port users and thus gain a share of the market.
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B. National and international port competition

90, Compared with other industrics or service activitics, ports arc less used to competition. In
the past, each port used to have its own group of clients whose activities were just within the
proximity of the port area and its captive hinterland, whose busincss 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 barricers. 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 flown
or easily transferred elsewhere nor was any nced to be concerned with the working of other ports
since this was unlikely to affect 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 {rom [(ar. Ports have to take competition very seri-
ously since it can dramatically alter their situation. To take a recent example 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 ncighbouring port. This simple switch, in the eyes of the
shipowner, meant a lot for these two ports since the shipping linc’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 of call.?” 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 intermodal transport competition.??

1. Inter-port competition

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

93.  Inland Transport System [lach port has its own market 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 be in a position to interfere and capture part of the market.
Except for certain bulk commoditics, the concept of “a captive hinterland” will no longer exist.
Will this be an advantage or a threat? For cach individual port it can be cither. Port personnel in
developing countries must come to terms with the fact that once inland transport networks have
been improved, ports will no longer be the same. They will become cither stronger or weaker
through inter-port competition. FFor cxample, the Andes Mountains cut off the Pacific coast [rom
the rest of the continent. Existing land links between the Pacific and Atlantic coasts are slow, of
low capacity, and sufler frequent interruptions. Recently, an ambitious plan has been proposed to
create a transcontinental landbridge across South America, linking the Pacific coast of Chile with
the Atlantic coast of Argentina. Such inland transport improvements will bring ports at two sides
of the continent into competition.?” In developed countrics, such competition can be found
between ports of the same region such as the ports in Le Havre - ITamburg range or between
distant ports such as the ports on the north west coast of Ilurope and ports in the north
Mediterranean, or between ports on the cast and the west coasts of North America.,

94,  Trans-shipment Ilven ports in an island countrics are involved in the inter-port competition,
becausc of trans-shipment activitics, Ports on the north west coast of Furope compete for some
British trans-shipment cargoes and ports such as Singapore, Keclung, Kaohsiung, Hongkong
compete for trans-shipment cargoes from Thailand, the Philippines and Indonesia.

95. Freight forwarders/Multimodal transport _operators (MTOs) Trade transportation
arrangement 1 a very special prolession. I'reight forwarders and multimodal transport operators
play a decisive role in today’s intcrnational transport cvolution, especially in the revolutionary
door-to-door intermodal transportation. They are transport and distribution specialists and greatly
influence port activities and inter-port competition in the following ways:

¢ T[reight forwarders and M'T'Os often have their own operation and information networks in
the region. Through such networks, port users are informed much better and quicker about
every technical, commercial, operational or social difference between different ports. This was
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not the case when shippers:-had to arrange their cargo transport themselves. So, now with g
good information network, port uscrs compare different ports constantly, makmg, full use of
every difference and ddvantag,c and pushing ports into fierce compctition,

e  Freight forwarders and M'TOs 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 are now
represented by a small number of freight forwarders or MTQOs. These latter may have an
cqually close relationship with, and an office in, cach of the competing ports. Shippers loyalty
is no longer-a competitive factor.

¢ A modification of transport routes (rom-ono 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 sca and land transporters, cargo handling and storage companies,
customs offices and other relevant units on the new transport chain. As consolidators of small
consignments and represcntatives of shippers, they are relatively strong vis-a-vis transporters
and other relevant partics,which makes the modification of the transport route easier. With
the help and cooperation of freight forwarders and MTOs, big shipping ]mes can now change
the port of call with much less difficulty.

96.  In industrialized countrics, [reight forwarders represent the majority of trade transport ac-
tivities in the market. In I'rance for example, 70 per cent of maritime freight for all export cargo
is arranged and paid for by I'rench freight forwarders. In the Le Ilavre region, there are more than
100 freight forwarding entcrprises with 2700 pcople.?® 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 barriers Neighbouring ports located in dilferent countries may enter
into competition when the political and economic barriers once preventing the free movement of
cargo arc swept away. The Uruguay Round of GATT talks, for example, should be closely
followed by ports in developing countrics because this can bring them new markets as well as new
competitors.

2. Intermodal transport competition

98. A port’s competitors do not always come from other ports. Ports may be heavily involved
and influenced by competition between different 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 [rom traditional sca transport, for instance, in 1987, [or example, 36 per cent
of Caribbean exports (excluding petrolcum and sugar) to the United States were transported by
air.®! There is also competition from land transport. The trans-Siberian land bridge has taken
away some containerised exports from Japan to western urope and the Middle-East, which means
a loss of business for shipping lines as well as for ports in these two regions. The coastal cargo
liner services in many industrialised countries in Iiurope, North America and Japan are being in-
creasingly replaced by road or rail transport, thereby greatly aflecting port activities. This will
certainly occur in developing countries too once the land transport system is improved,

99. -One may think that in intermodal transport competition, ports are merely indirectly involved.
Competing with other modes of transport is the business of shipping companies. It is true that
shipping companies are in the front line of competition, yet ports can be prosperous only with
growing maritime transport. 'aced with intermodal transport competition, ports should definitely
become more active. In the following scction which deals with port competitiveness, we shall see,
in the field of costs, transit time, distribution scrvices ete, 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 itsell as a whole, competition within a port can
serve as a management method to improve the cfficiency of the port activities.*? Competition be-
tween the operators or providers of facilitics within the same port can generally increase port efli-
ciency and improve services. A cartel or operational monopoly of port activities such as cargo
handling, warchousing etc is to be avoided. This however, is not always the case. Organizational
difficulties and lack of willingness make it unlikely for a comprehensively public owned port to
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introduce competition within its organization. In fact if both inter and within-port competition are
absent, it is very likely that the port efliciency is poor.

101,  Modern cargo-handling technologies and cconomies of scale can be reasonable arguments
against within-port competition. Tlowever, if inter-port competition is almost absent, it is wiser,
pefore deciding whether or not to have within-port competition, to balance the likely loss duc to
the lack of scale-economies and loss duc to the lack of competition and efficiency. Very often, the
Jatter turns out to be larger than the former.

C. Decisive factors of port competitiveness

102. In the port consolidation process, ports compete with cach other for development and
survival. The following factors arc key clements for port competitiveness. To create a port devel-
opment strategy and to improve port cfficiency, it is cssential to analyse all these factors for all
ports, with or without inter-port competition, for these factors are based on a single principle: that
is, to service port users better.

1. 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 maritime routes. A good cxample is of course the port of
Singapore. Port Said, Cristobal in Panama, Malta and Colombo can also be listed.

- Ports situated in or near production and/or consumption centres. Such as Rotterdam,
Tokyo, NewYork/New Jersey, Santos and certainly the raw material exporting ports in
Brazil, Australia or the Middle Last, :

- Port with natural decp 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 factor 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 factors. Also there arc other ports with good geographical
conditions which failed to develop into big ports because of poor port organization and manage-
ment.

2. Hinterland transport ¢cnnection

105.  This is often treated as a natural condition of the port. But actually it is not really so. In
North America, ports arc more and morce involved in projects involving rail or road access to the
port. As we described earlicr, the port is no longer scen 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” (IFCA) to suit the increasing practice of door-to-door
intermodal transport service. An intensive, cfficient, cheap and reliable rail/road and/or inland
waterway transport system is capital for the port to attract cargo.-As expressed by a Logistic Ser-
vice Manager of Rhone-Poulene, a T'rench producer of chemical products, “a shipper doesn’t
choose a port but a transport chain of which a port is merely a node”.?* In Australia, an Inter-
state Commission recommendced a scries of reforms across all scctors of the importing/exporting
and transport industries. These recommendations indicated that potential savings through reforms
in the transport industry was estimated to be five times those available through reforms inside of
the dock gate. ’

106.  Normally between competing ports the dilference of transport cost is more important in
land-leg transport than in sca-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”, intermodal terminals and highway systems are be-
coming pre-conditions ol modern cargo moving. Ports should actively promote special and new
transport {acilities and techniques such as oil pipeline, double-stack train, airport etc. Port do not




TD/B/C.4/AC.7/14
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 efliciency

107. Port services have been expanding {rom water{ront opcrations 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 neglectcd in developing countrics. These people are 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 (orwarders will bring more cargo to the port and motivated shipping agents
will keep shipping lines using the same port. Ilxamples are not rare of shipping lines switching (rom
one port to another, not because of dircct port scrvices but because of the unsatisfactory per-
formance of shipping agents. To maintain a dynamic environment, within- poxt competition and
private sector involvement should be ensured.

108.  Efficiency often means speed and sureness of port services. I'rom a survey made by a big
intermodal transport operator/shipping linec APC of its shippers, as shown in Table I11-1, one can
observe that transport efliciency described as “on time delivery” is the first concern of shippers,
who are at the same time directly or indircctly port users.

Table 117-1
What shippers want most

priorvity | item priority | item

/ On-time delivery 7 Billing accuracy

2 Overall responsiveness 8 Correct equipment
3 Price 9 Degree of control
4 On-time pick-up 10 Claims processing
5 Transit time 11 Tracing capacity
6 Service territory

Source: 1989 APC survey - American Shipper, (March 7990)

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

4. Price of port services

110. It is true that in relation to international transport and distribution, more and more ship-
pers, when questioned, place the quality or cfficiency of services before the price of those services.
Many examples have shown that thosc ports which arc expensive but eflicient are more compet-
itive than the cheaper but inefTicient ports. Nevertheless port service prices are still one of the
most important, if not the most important, factor of port competitiveness for the following rea-
sons.

11f.  First, different port users do not have the same port service requirements, There still are,
and will always be, some categorics of low-value cargo or ships which are more sensible to port
pricing than to any other service factors.

112.  Secondly, shippers glvc preference to the quality rather than to the price of port scrvices
when quality of service differs from once port to another, ()lwmusly the price factor will be para-
mount when little difference is to be found among ports. This is happens in most of the industri-
alized countries and some developing countries. The port media dircctor 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. ** Consequently, il we compare the tarifls of world ports, we will note that the
majority of the biggest and most efficient ports are relatively cheap ports.

113, Thirdly, all port managers have to be surc that the requirements of their two clients --
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shippers and shipowners are very different, especially vis-a-vis port p’ricing. 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 (10 per cent approx.) and the proportion
of port cost is even smaller, thus shippers tend to insist 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 shipowners 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 Luropean ports. Voyage takes 30 days,
charter hire is 1J§$20,000/day, containers lcased at US§2/day-TILU, (uel costs US$3,600/day, other
charges (commission, Canal charges, overhead charges ete.) are 1§$200,000. The shipowner has
the following account for the voyage: charter hire US$226/TEU, container leasing hire
USS$60/TEU, fuel costs US$48/TEU, other charges USS89/TIIU, subtotal: US$423/TEU. Let's
take a look at port charges. Assuming that at cach port S00TEU are loaded and S00TEU are
discharged, the average port charges arc US$35,000 (or subject vessel at each port and average
container handling cost is US$130/TTiU, The shipowner has his port cost as follows: port charges
US$70/TEU, handling cost US$260/ 111U, subtotal port costs: US$330/TEU. Conclusion: in the
total cost of US$750/TEU, port cost takes 43.8 per cent ! Tlow can shipowners be indifferent to
port costs? Take another example about container handling charges: among competing ports in
western Europe including Mcditerrancan ports, it varics from US$93.5/TEU to US$220/TEU.*®

5. Socio-economic stability

114, Port users are generally less afraid of port service quality or price which they can measure
and negotiate with port operators than of socio-cconomic stability over which the port authority
and operators have no control. Social cconomic 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 waterfront unreliability to Australian
exporters lie within the range A$131-146 million, to Australian importers between A$513-534
million and of foregone Australian cxports of A§210-314 million. The total is A$854-994 million
for 1988.%¢ It is not the cost of inefTiciency as such but merely the effect of unreliability. The
major factors are the financing costs for inventories, for goods in transit and for ships. Since then
Australia has undertaken a major “Water(ront Reform” which is already bearing fruit: e.g. pro-
ductivity at the CTAL container terminal of Botany Bay is alrecady 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 difficult 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. A good socio-economic climate
is the prercquisite for stability and cfficiency of port activitics. 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, I'or instance, to avoid drug traflickers, who scem
determined to use containers for their illicit shipment ... Ivergreen suspended all calls in a
Caribbean port. Since then westbound calls have been only to discharge containers ... no cargo
is loaded, only empty boxes bound for the I'ar Fast while the castbound service continues to by-
pass the port.®”

6. Telecommunication

115. A number of ports in developing countries arc still having communication problems. 1lere
we refer particularly to teleccommunication 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. [Towever ports should
work very closely with local authorities to upgrade their telecomminication system, Shippers won't
send their goods through a port where there are no means of tracing cargo movement. Nowadays
it is becoming increasingly difficult for a port to attract cargo, especially container cargo without
a good telecomminication system which include fax machines, 1D (International Direct Dial)
telephones or even a computerised EDI system which is linked to the world network. Some ports
of industrialised countries have developed their own inter-computer system with that of port users
and of other ports, The port of New York/New Jersey's automated Cargo Expediting System has
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been very successful in bringing DT e(leciency to all shippers and transport companies at very low
cost, Usage cost is equivalent to the cost of a local telephonce call and it can accurately track cargo
movements and inventorics, Software is provided free of charge to subscribers.*® Today, a new
word has been put in use: “Infostructure”, which implies the hard and soft ware telecommunication
and EDI system built in the port arca,

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

D. Port promotion in special cases

1. “Non competitive” environments

117.  Ports do not always opecrate in dircct 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 casc of islands where there is only one single port and
except for limited competition coming {rom 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 underdeveloped 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 [ully operational. This is still a common situation in some developing
countries where foreign trade is taking ofl’ and ports arc usually congested. So it is perhaps difficult
to talk about competition for more business with ports that alrcady 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. If the port has a large cargo throughput, it
would be advisable to introduce and maintain an inner-port competition environment. FHowever,
when the national market and/or the port business arc relatively small, problems will occur, New
technology in maritime transport and port cargo handling require maximizing cconomies of scale
and concentrating of activitics to justily big investments. One certainly should not dredge 15 me-
ters water drafts in every port capable of recciving big bulk carriers, which are likely to call only
10 times a year for the whole country,

121.  There are serious dillicultics which developing countrics may encounter when they want to
increase their port efliciency by introducing and encouraging inter and within-port competition.
Nevertheless, these difficultics can and should be overcome, cspecially, if as discussed eatlier, we
ook at these port problems from a new angle and in a long-term and global context.

2. Macro-economic eflects

122.  In fact many developing countrics 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 cither to a situation of underutilized fa-
cilities and the country’s investment will not be justified; or to a decrease in port tariffs which
means a smaller revunue for the state budget. In some countries even administrative or legislative
barriers have been built for the purposc of climination of competition inter and/or within ports.
This attitude often results.in the opposite of what people expect.

123, The three factors responsible for a non-competitive environment are actually changing
factors. That is to say depending on the cconomic development of the country or the region the
factors will change and the port environment will cvolve to become a competitive one as past ex-
periences of ports in industrialised countrics have shown. Captive hinterlands will become common
when inland transport systems are improved. Port congestion will disappear with more efTicient
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and modernised organisation and management as well as with new investment. The economies of

scale will no longer be in conflict with port competition 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 of view, '

124. Port service is not an isolated and independent activity. As we noted, it is a vital part, an
integral element in the forcign trade and the cconomy of the country or the region. Whether the
port is in a competitive markct or not, the nation’s foreign trade is always involved in it. Port
performance directly affects the competitiveness o' a country’s forcign trade. I'or example, the cost
of producing Brazilian soyabcans is US$165 per ton and the cost of loading them aboard ships is
US$65 per ton; while in the United States, soyabeans are produced at US$195 per ton and loading
at-only US$20 per ton.*? Generally speaking, ports in the Asia-Pacific 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$8S in Singapore and UUS$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 conclusions of a recent port management study of UNCTAD,*? Ports should
encourage an within-port competition system, cspecially 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 companics within cach port, Chilean ports have become progressively
more efficient and better able to handle that country’s foreign trade. In fact, if 1981 productivity
levels had been maintained, around 2.1 millions tons of f{ruit, general cargo and forest products
could not have been handled without the enlargement of port facilities at a cost of over US$500
million. The maritime Chamber of Chile has estimated that the annual savings cxporters and
importers enjoyed [rom the commercially oriented port reform and then from the increased pro-
duction, amounted to US$40 million during the first year after the adoptionof port reform and by
1989 exceeded US$88 million.*! -
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Chapter 1V

PORT MARKETING

126. Marketing has been delined as: “The management function which organises and directs all
those business activities involved in assessing and converting customer purchasing power into ef-
fective demand for a specilic product or service to the [inal consumer or user so as to achieve the
profit target or other objectives sct by a company”.*? 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 onc of the most critical activities
of a port. First, port services arc (inancially viable only il they can be sold in the market. This {inal
and most important activity is port marketing. It may by argued that marketing is important but
good services at reasonable prices arc crucial. It is true that bad 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 activitics, marketing is the only one which allows for direct contact with
port users. This is the second resson for 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 completely. In other words, the winner is the one who has a
dynamic and cfficient markcting approach. Iiven in a port where direct inter-port competition is
not yet fully represented, marketing plays the key role in fulfilling port objectives, by offering ex-
actly what port users need. In most developing countries marketing is still one of the weakest as-
pects of ports in spite of notable efTorts. To be a third-generation port, a strong, active marketing
is indispensable.

A. Port marketing -- objectives and tasks

128.  In any port, there is a need to deline marketing objectives and strategy. The port’s mar-
keting objectives are 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. 1 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 {ull use of the
port facilities at a high level of pr oductivity.? * There may also be a desire for diversification and
establishment of port activitics that lcad to reduced risks or added value, e.g. cargo distribution
activities,

129.  Apart from all this, therc will be strategic marketing decisions e.g. leasing of berths or port
terminals to operating companics or shipping lines; and indeed, policies with regard to the avail-
ability of common-user as against solc-user berths. ‘There will also be strategic decisions as to the
length of time for which berths, land and/or building may be leased. Indeed, port land use policy
involves a variety of strategic decisions. I'or instance, because of changes in shipping technology,
vessel size (and port routing), old port facilitics may be redeveloped in accordance with existing
or anticipated requirements, c.g. as a {ree trade zone or a distribution centre, depending on the
legislative and marketing situation.

130.  To many pecople, Marketing is just a fashionable word [or advertising; for others it means
selling. Tlowever, this is only a part of the port marketing activity. Others, less visible parts, are
information and research activitics. It is in fact these activitics that decide the cflectiveness of port
marketing actions.

131.  There are three main tasks (or groups of activitics) in port marketing: information, research
and promotion. Marketing is not only the diffusion of relevant information to port users about
what the port can offer, but also the collection of information from port users about what the port
should offer. So, the first task of port marketing is not to give, but to receive information. Based
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on this marketing information, research work should be undertaken so as to make appropriate
marketing strategies and (ix marketing targets. This is the sccond task of port marketing, With a

recise target in mind, a marketing plan can be worked out to decide what, how and when actions
ought to be taken. Then on this basis, the markcting actions should be implemented.

132.  These three tasks should be very closely 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 rcliable il it were not done by the people who had direct contact
with port users, L.e. people who undertake market promotion actions. (see Figure [V-1 below) Time
and effort should be allotted to cach ol these tasks and they must be coordinated to form the vi-
tally important activity of port marketing.

Figure 1V-1

Port Marketing

INFORMATION

RESEARCH % PROMOTION

133.  Successful port marketing requires not only sullicient resources such as people and capital,
it is essential that thosc involved in port marketing be given more power in all decision-making
procedures of the port, especially regarding port planning, port pricing, joint-ventures, commercial
cooperations and new activitics. In fact, as far as port users’ requirements are concerned, mar-
keting people are the best situated and most competent to influence such commercial decisions of
the port.

B. Port marketing -- information

134.  To achieve marketing objectives, the [irst task is to gather all relevant information. Very
often, inefficient marketing is the result of information that is neither exact nor sullicient.

135,  Marketing-oriented information is varied and can be summarized as following:

¢ Information about all actual and potential port users, especially big clients regarding their
production and business cvolution; their medium and long term plans; their organisation (how
transport is arranged and by whom) and their expectations and difficultics regarding interna-
tional transport. Therc arc ports which are systematically collecting customs statistics and
information: to better identily importers or exporters who arc using other ports and who can
be attracted if interesting conditions arc proposed to them. Sometimes, direct port users are
freight forwarders or multimodal transport operators. It is not enough, in that case, to learn
only about these direct uscrs, but also to be familiar with all the above information about
“head users” - real shippers and shipowners. 1t is possible, the same information should also
be collected on port user’s main commercial rivals,

¢ Information about technological and cconomic changes in maritime, inland, waterway and air
transport as well as in ports: the evolution of multimodal transport; the new forms of con-
tainers; the EDT 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 industry such as cargo handling, navigational services, infor-
mation processing ctc.




TD/B/CA/ACT/I4
page 34

¢ Information about economic, commercial and industrial changes affecting cargo volume, ori,
gins and destinations. This rcfcrs to the economic, commercial and industrial dcvelopmcnt of
the country or region or enterprise, trade patterns, new trends in production, distribution and
consumption etc.
¢ Information about the situation and development in other ports. Port marketing in[‘ormatioﬁ
on other ports should be as complctc as possible, especially for competing ports. Information
~should be gathered on their organisation, facilitics, capacity, performance, charges and other
aspects relevant to port users, such as labour mlatmm transport costs to/from inland areas
“and shipping services at compctmg, ports,
¢  [inally, information about one’s own port must be compmhcnsivc and in- dcpth

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

137.  The question of how to get all the required information is as crucial as the question of what
information should be collected. Since there are no magical solutions, two traditional ways must
be employed: direct information collection and indirect information collection. Direct information
collection generally implics sending and receiving questionnaires or paying direct visits to the
source of the information. In this context, an important step is to combine promotion visits with
infomation collection. This is not only the most cconomical but perhaps the most eflicient way to
getting valuable information. Before paying a promotion visit to an actual or potential user, a
precise information collection objective should be set out and plans made. Besides promotion vis-
its, special visits should certainly also be arranged to sources such as governments and other rele-
vant institutions. Indirect information collection significs all sources of information such as the
press, reports and publications, formal and informal interviews cte.

138.  The port community itself is in fact a very rich source of m[mmatlon Information about
competing ports, their tarifls, inland transport charges, their facilities and service performance ete,
can gencrally be obtained from hcng,ht forwarders, M'TOs and shipping agents in the port area.
The economic and commercial situation in trade and transport can be learnt from organizations
such as the Chamber of Commerce and Industry, the Shippers” Council or the Shipowner’s Asso-
ciation.

139, Port marketing information collection should be entrusted to those persons with a strong
sense of responsibility, who have not only a very wide range of knowledge about the port, its users
and all related activities, but arc also highly motivated. They should have a feel for information
gathering and the ability to scck, identily and analyse different kinds of information. Although
marketing information collection is usually carried out by specialists, it is never exclusively handled
by them. Every person working in the port should be responsible for obtaining marketing infor-
mation. The port organisation should encourage people to do so and praise and compensate them
accordingly.

C. Port marketing -- rescarch

140.  Ports may undertake the research work with regard to market segmentation. Marketing can
be segmented to meet the requirements of diffcrent typt,& ol users and traflics, e.g. container ship-
ping, roll-on-roll-off services, dry and liquid bulk traflics, 1l relevant, marketing activities can also
be carried out in connection with specialised traffic. There are ports, (or example, whose location,
depth of water and the availability of land arca and covered storage, make them well suited (or the
building up of ship loads of project cargo; which have accordingly developed a marketing effort
specifically aimed at such traflic. There are also specialised ports permitted to handle e.g. specified
ranges ol hazardous cargo. In relation to market segmentation, marketing rcqu1rcmcntq arc ascet-
tained in relation to bodies such as shipowners, shippers and other relevant organisations. In liner
shipping, marketing work is likely to be carried out especially in relation to shipowners and ship-
ping agents, but also taking into account large shippers or groups of shippers who may be able to
influence port routing. There may also be a need for marketing activitics in relation to rclevant
shipping conferences. In relation to container shipping, marketing is likely to be concentrated on
the shipowners concerned. In non-liner, e.g. bulk trades, the primary 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 activitics and of personal contact with appropriate persons in the
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o-fganisations concerned.

141.  Port marketing is not a once for all dctivity nccessary to win new traffic; but also to con-
sider the probable future of the port’s existing traffic. It must consider likely change‘; in cargo
volumes, traffic origins and destinations, cargo handling and pownblc decline in an activity or ac-
tivities at risk. One need only consider thc develoment of traffic in recent times through some ports
that were formerly substantial general cargo ports, to sce the need for an assessment of thc evo-
lutlon of existing port traflic:

142, If marketing action cannot help to save cargocs at risk, there is a need to consider the im-
pact of the loss of such traflic on the utilisation of port facilitics, 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 aflcet the use of ports and the scope for port marketing. It is useful to
examine the situation systematically, to help ensure that all relevant factors are considered. One
way of doing this is to analysc the factors affecting port traffics in relation to the following cate-
gories:

- The implications for ports of technological and economic change in transport

- Developments elsewhere in the transport system, and their implications for a pott,

- The effects of commercial and industrial changes aflecting cargo volumes, origins and
destinations.

The eflects on a port of the policics ol government and other institutions.

1. The implications for ports of technological changes/cconomic change in transport.

144.  In the maritime transport scctor, 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 containerization of cargo, the handling of former general cargo in bulk,
and where relevant, the palletization of cargo. An important conscquence of all this has been a
substantial increase in the frecdom of shipowners to choose which ports they use. This increased
freedom has in its turn, encouraged port authoritics to increase the extent of their marketing ac-
tivities. :

145.  Generally, increasing vessel size is associated with decrcasing ton-mile transport costs.
However, ports that vessels used in the past may not necessarily have sulliciently deep water (nor
sufficient back-up land area (or cargo storage) for new requirements. In that case, a port may find
it necessary to provide improvcd port facilities, il a particular shipping operation is to be retained.
The use of larger vessels is associated with hl;_,hu daily vessel costs, and the use of such larger
vessels can only be justified if they are able to sail with satisfactory cargo loadings, Ilowever, to
achieve such loadings, vessels must have a suflicient frequency of sailings; and if large vessels are
to be used with relatively high [requency, this may imply a nced to serve larger geographical
hinterlands. ‘

146,  Port routing has become much more fIexible in recent years, and there is an evident need
to understand the norms used by a shipowner to assess the merits of different port routing possi-
bilities. Naturally, shipowners arc interested in minimizing their costs, secking to lessen 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 of course keep track of the availability of berths and of labour,

as well as other factors that can cause delay in serving different ports, e.g. tidal delays at ports with
entrance locks. Among other causcs of dclay arc Customs and documcntary problems - and there
are some ports that specific deep-sca shipowners have refused to service directly precisely for this
reason, preferring to transship. The rehiability of service at different ports this may be of consider-
able importance, especially where tight vessel scheduling is necessary for commercial reasons. This
is also a matter affecting port markcting, for ports with a record of prompt and good service, will
be relatively better placed to be chosen as ports of call.

147, Indeed, in optimising their choice of ports of call, shipowners are not only concerned with
reducing their voyage time and costs but, also with the revenue implications of calls at different
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possible ports. Other things remaining cqual, dircct calls arc more likely to be made at ports

generating additional cargo and revenue.

2. Developments elsewhere in the transport system and their implications for a port

148. New developments or the expansion of existing facilitics at other ports may affect a port’s
own traffic, and their implications on port marketing nced to be considered. As far as physical port.
developments at other ports are concerned, it is nccessary to consider their magnitude - this in-

cluding magnitude in terms of capacity to accept different sizes and types of vessels. Tt is obviously
necessary to consider the types of traflic which other port developments may (or may be intended
to) attract; how far such port developments are likely to compete with the port’s own traffic; the
likely strength of competition from the new port facilities, and indeed the likely “strength” and
“weaknesses” of such new port facilities from a port marketing standpoint.

149, . If port facilities developed at another port are under-utilized, and especially if their 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 traffic.

.150.  These comments arc not meant to imply that devclopments at other ports should always

be regarded as being competitive. Obviously, a port may (ind some developments competitive, but
others not-so. Indeed under certain circumstances,. developments at another port may provide a
basis for the development ol a shipping service between the two ports and (or 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 developments by other ports, e.g. the development of ter-
minals for different types of traflic and commoditics. the establishment of inland container depots,
or of through-transport serviccs.

152, Railway development may have the clfect of cxpanding a port’s gﬁdgraphical hinterland,

adding to port throughput. Railway development does not necessarily mean the construction of

new railway lines, but technological and commercial re-development of a railway system. In the
United Kingdom for instance, the use of container trains has helped to make it economical for
some container ship services to scrve the entire country from a single Iinglish Channel port. The
English Channel Tunnel will provide an example of competition between ports/shipping and rail-
ways. Railway/road development can also largely replace coastal shipping and thus reduce port
activities, Waterway developments may also aflect flows of tralfic through different ports,

3. Effects of economic, industrial and comn

ia] changes on cargo volumes, origing
and destinations.

153, Various factors cause changes in the dircction of a country’s exports or imports, and in their
destinations or origins. Membership of a regional customs union or a similar organisation can have
a powerful eflect on the dircction and volume of foreign trade. In the U.K. for example, entry into
the BEC allected the geographical pattern of dairy produce imports, There have also been changes
in the geographical pattern of world trade in commodities such as iron ore and coal. Availability
of large bulk carriers with low freight rate made possible the use of ore and coal from trans-oceanic
countries of origin; but also rcquired the provision of decpwater port facilities in the importing
countries. Port traffic in agricultural products can increase or decrcase in any region, and indeed
may change direction with changes in production levels and in domestic consumption. The United
States for example was a major importer of vegetable oils in 1950, but with subsequent increasc in
production became a major cxporter. Conversely, Taiwan, provinee ol China, was a big exporter
of banana and sugar in 1950, but as a result of rising local consumption, the island is now an
importer of these products.

154, Changes in the availability of raw materials and primary products can have a major cffect
on port traflic and the demand for port facilitics. I'or example, a discovery of oil can have a direct
impact on port trallic, and indeed a port can become a new oil/petrochemical exporter. Changes
in the cost of a commodity such as oil can have very important indirect effects on port traffic, and
on the requirements of port (acility. Substantial increases in the price of oil during the 1970’s for
instance, generated a growth ol interest in the substitution of coal for oil as (uel in power stations
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stimulating an increase in the world coal trade and thereby, in port [acility requirements,

155. In many countries, new import substituting industrics are being developed thus reducing the
tonnages of traffic in the importing port, and in the foreign exporting ports. Cement and steel are
examples of products now produced it] many countries which had prcviqusly importqd them. If the
imports formerly moved on liner services (stecl for example has sometimes moved in substantial
tonnages), these may cease to call in the former exporting country’s ports.

156. Conversely, new industrics may not only replace former imports, but may also develop as
exporting industries. When there is a rcasonable increase in the volume of exports, then it may help
to encourage outwards shipping scrvices. Clearly, this would be a subject of potential intcrest to
a port in a country which is devcloping new exports of manufactured goods.

157.  As noted in the first chapter, in many countrics, commoditics that were formerly exported
raw or unprocessed, arc now shipped in semi-(inished or [inished form. Indeed, there may be re-
strictions on the export ol particular types of unprocessed cargo. Some countries that export forest
products for example, do not permit cxports of 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 bulk if the volume of trade is sulTicient. This implies the construction
of sites. Such developments may allect the tvpes of vessel used, and port [acility requirements.

158.  Comparative levels of [reight rates can aflect the willingness of shippers to use specific
ports. In the liner trades for cxample, ports will seck the removal of outport or other surcharges
which discourage to shippers. Apart from this, changes in {reight rates and in inland transport
charges may lead to changes in the port routing of cargo. In one region [or example, changing the
basis of calculation (including overland transport) to a hard currency basis has led to a diversion
of traffic to other ports, whose use became ecconomic in the new situation.

4. Effect of policies of governments and other institutions: non-transport sector policies

159. Membership of a customs union or similar organisations may aflect the geographical direc-
tion of foreign trade; the volumes of imports and exports of specific commodities; the nature of the
import and export traffic, and thercfore 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 bencfit (rom the removal of tariffs and other restrictions. Certain ports are
geographically well located for transport to and. from other member states, and may consequently
benefit from being within the Customs Union. Other ports may have been developed more in re-

lation to the requirements ol trade with distant ports, and may be locationally less advantaged.

FFurthermore, the change in the direction of trade (favouring 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 cncourage growth in industrial development areas where there is a
need to gencrate employment and promote development. 1 a port is located in a “development
area”, the port will naturally be interested in industrial 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 of dircct interest for the port’s own development.

161.  Anti-pollution and environmental policies may be of considerable importance to the com-
mercial development of a port, and to the development of its traffic. 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 and environmental policies in one densely populated country
discouraged the smelting of certain non-ferrous ores, and resulted in the commoditics being
smelted in the country of their origin: with the output being shipped in the form of ingots, and
not of ore. There may be locations where manufacturing processes which are more generally en-
vironmentally undesirable arc permissible, because of favourable geographical/physical and other
conditions, If so, this obviously can have traffic implications (or a port.

162.  As part of government endeavour to encourage commercial and industrial development,
free ports, (ree trade zones and cxport processing zones have been established in various countries.
The nature of the institution that is ¢stablished depends on the purposes that it is intended to [ulfil,
and also on any national or intcrnational 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 entrepot trade, with cargo bcmg,

held free of all duties at a distribution centre in the {ree port. In free trade 7one§/exp01t processing
zones, new traflic can be g gjcncmtci by imported material and re-exported products s

5. Government policies: transport scctor

163. Port planning and development policy may be government-controlled, whether as part of
a policy to optimise the use of scarce resources, or to encourage port development in regions whetre
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.**

164.  Government shipping policy can affect the usc of ports and the scope for the successful
marketing of ports. For instance, in certain countrics, 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 sometimes resulted in container ships trans-shipping at major 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 countrics. By discouraging competition such restrictions may
have the effect of increasing transport costs: sometimes with the eflect of encouraging
transhipment through a forcign port, with the use of feeder shipping services to avoid high land
transport costs.

D. Port marketing -- targets and plans

166. By marketing rescarch we know what uscrs need. We should specily therefore when, where
the marketing should be carried 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 nccessary or desirable. Shipowners
are often not very interested in changing their ports of call, This may be because a good under-
standing, and co-operation, has been built up between the shipowncers (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 shlpownm s business at a port. Apart from this (and depending on the nature
of the trade), therc may also be a fcar that a change of port may lead to loss of traflic to other
shipowners.

168. A port should not try to be cverything for cveryone, but should identily 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 marketing aimed at
sccuring new business, is carricd out only in relation to appropriate trallic. “Appropriate traflic’ in
this context means traflic that can be 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 securc traflic which will not be sufficiently profitable. One should avoid
attracting traflic that cannnot be handled without the loss of existing traflic (because of capacity
problems). Caution is needed when new business is likely to be in direct competition with the long
established trade of the port.

169. A uscful starting point for markcting target sctting 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 traflic. 'This is called the “Strengths and Weakness, Opportunities
and Threats” (SWOT) approach.*® The 'SWO'T” approach may sound very theoretical but it is in
fact no more than a practical framework for systematic thinking, which draws attention to possible
problem areas and possible arcas and opportunitics for growth.

e By 'Strengths’ is meant factors which give a port an inherent advantage in tis ability to attract
ahips and cargo. Strengths may rclate to attractive location in relation to shipping routes and
the origins and destinations of cargo; they may be physical (¢.g. depth of water, 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,

o ’‘Weaknesses’ is the opposite of the strengths just listed, c.g.  distance [rom shipping routes
and areas of cargo origin/destination. . Weaknesses may also include relatively high levels of
port charges, and/or other charges pavable at a particular ports as compared to competing
ports. Such relatively high levels of charges mav have arisen for various reasons, such as the
physical characteristics ol the approaches to a particular port (perhaps necessitating a con-
siderable amount of dredging), or because of differences in the extent and source of cost re-
covery, e.g. from shipowners, rather than from gencral taxation, The existence of light dues
in some countries is an cxample, There are also ports where users have to pay charges like
conservancy dues, to cover the cost of using access channels to a port, while in other countries
such costs may be partially or (illy covered {rom gencral taxation, The relatively limited de-
velopment of trans-shipment at a potentially well located port may partly be a consequence
ol the existence of institutional, c.g. regulatory (actors. In some ports, the development of
transhipment has been discouraged by the cxistence of cabotage laws; clsewhere, trans-
shipment may be discouraged by rigorous customs examination rcquirements of trans-
shipment cargo.

e ‘Opportunities” for a port may arise from a substantial increase in the volume of trade from/to

its hinterland, thereby increasing the scope of attracting direct deep-sea calls by vessels. Op-
portunities may arise {rom improvements in inland transport infrastructure servicing a port,
and from decreases in inland transport costs. Opportunitics may also arise from the develop-
ment of free trade zones at or near a port, and ol course from membership of a customs union.
In addition, opportunitics may arise because of the relatively [avourable resource situation at
or near a port, comparcd to a competing port - c.g.. i comparative shortages of labour and
land in a competing port, make them costlier.

¢ The "Threats” from a port marketing standpoint may include the impact of the growth of

vessel size: larger vessels may be unable to use a port, or may change their port routing for
economic reasons - to reduce the number of port calls, and/or to serve larger hinterlands,
Threats may also include cxpansion at competing ports which may seek additional traffic, to
utilize their increased facilitics.

170.  The “strengths and weaknesses, opportunitics and threats” approach is potentially very
useful, but one comment should be 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 have a very precise target, The target can be one or several
kinds of cargo (or shipping lincs) in one particular arca, requiring marketing action such as one
page of publicity at a local or regional newspaper or magavine. Marketing action may be more
specific, aimed at one shipping line, onc shipper or one consignment. In that case, the key person
concerned should be identificd as the t target for marketing.

172.  In any given organisation, the decision-makers concerned with ship routing and the choice
of port should be identified beforchand. While there may be one body technically deciding port
routing, in practice, several bodies may influence port routing. A shipowner may technically de-
termine at which ports his vessels-will call, but would nevertheless keep himself informed as to the
reactions or potential reactions of other interested parties. This is truc even in the case ol container

shipping services, for instance, shipowners may be reluctant to work their services on the basis of

too many port of call, basis, because of the effect of this on cargo transit time, and on the reactions
of shippers/recetvers. ,

E. Port Marketing -- promotional actions

173, On the basis of the rescarch done, when the targets have been set and plans made, port
marketing comes to its final stage, viz,  promtional action, through which targets should be
reached, plans realized and, as described earlier, new information obtained. I'lere the question is
how should port marketing be carricd out. Port marketing actions can be divided into two
categories: information-related and service-related.

174. Information-related actions are those aimed at the distribution and collection of informa-
tion. They arc as follows:
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1. Marketing calls/interview

175.  In today’s business world, onc of the principles of management 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 pay a visit, to inform of their requirements. It is up to
the port organisers to take the trouble to be in the customers” oflices, whether at home or overseas,
inquiring about their needs and telling them how best these can be satisfied. Visits of the port’s
senior stafl’ to main uscrs’ organisations should be regularly arranged. As noted in relation to
marketing targets, such trips should have, as their goal, the achievement of preset objectives and
the successful interviewing ol key persons. Personal relations often play a decisive role in the choice
of a port, Good personal relationships and mutual confidence between port stall and the key per-
sons in user companies can be established only by {requent personal contact. As a priciple, “when
marketing the port with shipowners, we should do it with the help of shippers i.e. those who
control the flow of cargo. When marketing the port with shippers, we should do it with the help
of the shipowners who call at our ports and their agents i.e. those who control the shipping
possibibilities.”*> 3

2. Publication

176, Port publication, as mentioned before, is one of the most commonly used marketing meth-
ods. The publication of magazines, reviews, brochures, newsletters, newspaper cte. can be done on
a more or less regular basis. The subject of such port publications vary from general information
about the port and its development to specific activities of the port, They arc generally aimed at
people directly involved in trade and transport and also other parties with interests in the ports.
Livery port should have its own publication. In the survey conducted by the IAPIT in Jaunary 1991
(mentioned in para. 72), 92 per cent of the 116 ports questioned say that they have port promo-
tional publications and more than two-thirds of them have more than one publication. Such pub-
lications serve a dual purposc. One is to keep port users and other relevant parties well informed
about the port’s new developments, projects and performance, to convince them to use or continue
to use the port. The other is to distribute information within the port. This second function should
not be underestimated: since successiul marketing requires the efforts of everyone in the port and
one of the most important requisites for marketing is the overall knowlegde of one’s own port. The
internal distribution of such a publication can also encourage a sense of participation among the
employees in the port and stimulate their motivation,

3. Publicity

177.  Although ports arc not mass media like television, advertising through the local, national,
international, financial, cconomic or connmercial press, is necessary for communicating the image
ol the port and some basic information to the port using public. The image of a port is of great
importance in the decision-making process of a port user, since very often a port routing decision
is taken before. ports are even aware ol it (let alone carry out any marketing actions). A port’s
image certainly can not be established overnight through c.g. a simple visit. A specific press on
international transport is onc of the main mediuma for port publicity. One suceessful example in
this respect is the port of Dubai, United Arab Fimirates. The image given by (requent publicity in
all the major international transport publications is that of a sca‘air transit port, Iiven a new term
has been created: “Dubai-it”, which strengthened the public's impression of the port. Dubai is ac-
tually one of the biggest sca/air transit part< in the world,

4. Visits.

178. Ports should invite their nscrs, other relevant persons and even the general public to visit the
port to get them better acquainted with port production (c.g. organizing “Open-door Days”).
Some port users, especially shippers, generilly do not know how their cargo passes through the
port. New technology, which can greatly improve port services should be demonstrated to port
users so that they can feel renewed confidence in the port and its services, Such promotional visits
are supposed to be organized for potential port users and people who may have an influence on
actual or future port routing decisions. Special facilities for this purpose must be set up, In many
ports for example, port models are constructed enabling all visitors to casily and eflectively benefit
from a spectacular port tour. I'ilms and videos are also valuable tools to achieve this aim.
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5. Seminars

179.  Port marketing actions can be realized in indircet ways.  Organizing seminars is one of
them. This is specially aimed at inviting participants from devcloping countries. The economic
rowth rate in a number of developing countries is much higher than the world average or the
average rate in developed countrics. The potential cconomic strength of developing countries has
made some ports in developed countries deeply aware of these future port users. Organizing as-
sistance activities such as port seminars, is an efficient way ol establishing long-term relationships
petween people of different countrics. Some ports with farsight have been active in this (icld. ven
within the developing world, such seminars on the technological or commercial aspects of port
management give positive results with mutual benefits for both organizers and participants.

6. Conferences/receptions

180.  This port marketing action sometimes takes the form of “Port day”. Nowadays, it is still
commonly used as a promotional action, particularly in  the case of large ports.
Conferences/receptions arc normally held in a port-user concentrated region within the country
or abroad. A luxury hotel is commonly chosen as the reception hall, with or without the formality
of speeches and presentations on behall” of the port, and o cocktail drink is always offered. A
helpful customs service is of great importance in port marketing. It is always good when organizing

a visit to port users to have the Drector of the customs office of the port as-a member of the de-

legation in order to sccure the understanding and cooperation of the customs.

A “Port Day for Antwerp” organized in Lyon

In March 1991, the Port of Antwerp Promotion Association (Assiport) organized a
“Port Day for Antwerp” meeting in Lyon, I'rance. Tt was a party-like meeting - limited
- speeches and presentations. There were 257 participants. Poeple just engaged in casual talk.
Assiport simply provided an opportunity for port people and their clients to meet where ideas
could be exchanged and problems discussed, questions asked and answered, and propositions
made. The objective of the meeting was to harmonize cooperation and strengthen the re-
lationship between port and its users, l'ven in todav's world of communication marvels, where
a fax machine, telephone can reach over thousands of kilometers, there is still no substitute
for the good, old-fashioned busincss meeting where you shake hands, renew acquaintances,
develop relationships and carn the trust of others. With such a mecting, a clear message is
passed on to port users: “We thank vou, and we appreciate your business.” It would be in-
teresting if we looked at the compaosition of the participants. rom a total 257 people, 68 or
26.5 per cent came from Antwerp and most of the others came from Lyon or some nearby
region.

Port of Antwerp has been very active in this Rhéne-Alpes region. In 1989 (or example,
528,000 tons of cargo to and {rom this region passed throngh Antwerp (208,000 tons in 1980)
which make Antwerp the sccond most important maritime port of the region with a coverage
ol 17 per cent (after Marscille 33 per cent) of total traflic and 84 per cent of all traflic handled
by foreign ports.

Source: "Anvers Tralte 17 % du Trafic Rhonealpin’, Le Llopds, 25 mars 1991

181.  The above six categories are so-called information-related marketing actions. The main
service-related actions are port pricing and special arrangement of port services.

7. Pricing/port charges

182.  T'or marketing purposcs, a primary need is that information on port charges must be simple
and easily understandable to port users. Port ¢harges and tarifl should be realistic, and encourage
better utilisation of port facilitics. or instance, a port authority may vary the port charges be-
tween its ports because costs differ, and hecause there is a need to encourage traffic to under-
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utilised ports. For the same reason, it is not desirable to allow the sume {ree storage period at twoq
different container ports, when one of these is over congested and the other is under-utilised.

183, There may also be a nced for a flexible pricing structure, to allow a port to vary according
to differences such as in throughput. A port authority should have a fexible and ‘harmonious
structure of charging arrangement, Diflerent users may have different preferences as to how they .
are charged, e.g. separatc charges may be consolidated into a simple single charge il a user prefers:
this. Port charges are an important marketing tool, which is no doubt why various ports wishing
to develop trans-shipment traflic have lower charges on such traflic (and may also give longer,
sometimes substantially longer, free storage periods for trans-shipment traflics).

184, 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 tarifl
booklet. Tiigure V-2 and figure 1V-3 arc examples taken from that booklet for 1990,

8. Special arrangements/scrvice package

185, Users’ needs are neither uniform, nor fixed. They may change constantly and {rom one user
to another. Besides marketing information, users expect that a proposed solution is fully suited to
their particular problem. Varicty and (lexibility of port service patterns are indispensable to effec-
tive marketing. The possibility of such tailor-made service packages include free 7.0Ne, Cargo proc-
essing, cargo distribution, information scrvice, cooperation/joint venture, investment, equipment
leasing etc.

186, In this chapter, an attempt has been made to answer: (a) Why the need for port marketing
- by explaining the relationship between marketing and the port's general objectives; (b) What .
should be done in port marketing - by analysing markcting information and research; (¢) When and
Where marketing should be carried out and Whe should be the target - by describing targets and
plans; and (d) How marketing should be carried out - by studying actions. There are still two more
questions which remain unanswered: By Whom and For Whom should port marketing be carried
out. These questions will be analysed in the next chapter in relation to the port community. '
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Chapter V

PORT COMMUNITY AND A PORT COMPETITIVENESS MODEL

A. General interests of port activities and common consciousness

187. Port marketing is playing an cver important role in port development both in developed and
developing countries. However, who should carry out port marketing and for whom should the
marketing be carried out? These are vital questions to be answered, since the {unctions of ports,
whether a first, second or third gencration port, arc carried out by various organisations located
in the port area.,

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

¢ All port activities have the same categorics of customers (shippers and shipowners or we can
say cargo and ships)

e Generally, customers need a 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 scrvice cannot be dcvclopcd without Loordmdtlon and parallel devel-
opment of all other relevant activitics in the port.

189.  Although f(inancially and organisationally separated, the various port activities are logically
and closely related by the cargo distribution process. Obviously, cach 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 lfevel of oil prices. Yet all activities have a general, common
interest, that is relevant to all, The most important onc of these general interests is port marketing
and development, for which all activitics in the port arca arc totally interdependent. A more de-
tailed analysis of this can bc secen in the recent UNCTAD study on port organisation and
management*”’, which shows how important the functions of development and marketing are for
the commercial success of a port.

190.  Port marketing and all other port development activitics can be workable and effective only
with eflorts of all parties in the port arca. A cargo handling enterprise cannot expect to install the
new equipment which will double the foading/discharging rate without making sure that the stor-
age space is also enlarged to absorb or to leed twice as much cargo to this new machine in the
same period of time as it did for the old ones. Another example, besides port marketing, is the EDI
system, which will only be meaningful when cverybody makes the same efforts. Port marketing is
just like a symphony orchestra - cvery player has his own role, yet, harmonious team work is crit-
ical. The real achievement is only the result of the joint clfort, 1Towever, joint offort does not mean
no competition. First, the port activitics should be promoted togcthex, so that competition
amongst the various units like stevedors, shipping agents, {reight forwarders ete. can take place.

191, Like in an orchestra, in port marketing, a clear message is to be communicated to the dif-
ferent port activities that one can only prosper when the whole port prospers. This should be the
common consciousness of every unployoc in the port.

B. Port community

192, What is a port in the marketing sense? I'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 referred to as the Port Community, which includes all activities in the port arca or
relevant to port production, whether they are public or private, commercial or administrative.
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193. A port community is usually the fomal association o all organisations and persons involved
in the transfer of goods (and passengers) through the port arca. The port area is a concept which

goes far beyond the mere traditional port boundarics. In some big ports, it includes a distance of. ii

10 or 20 kms from the quay side. A port community is generally based on two pillars: the port
authority and the association of all the port activities and users. The port authouty usually re-
presents the interests of the government and the public. The polt community is in fact the alliance
of all major groups in the port arca, cach group delending their interest and promoting and coor-
dinating their activities. I"or instz-m(.:c, 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 markecting:

e 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 have only relatively formal activities,
of representing their member companies who may promote their use of the port and may
themselves appreciate positive action by the port in making contact.

» DPort 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 stafl of the port organisation. these bodies can provide an opportunity for port users to
draw attention to any specific problem that may arise. Ilowever, 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 meectings 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 naturc of chambers of commerce varies - in some countries,
chambers of commerce arc government-associated organisations, elsewhere they are voluntary
associations of companics. The precise nature of their finance and functioning 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 of commerce organize visits to
other countries to promotc trade, rhcthy indircetly promoting the use of the port and
brmgmg commercial benefits to thc port. This is of course especially true where port-related
activities paly an important role in the cconomic 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 organisation, and with other bodies forming part of the port community.

¢ Port Community and Government Infrastructure Development. When there is a community
fecling between a port and the city/region within which it exists, the city/region may
encourage, or even pay [or, improvements in physical communications, e.g. road access, to
and [rom the port. It may also encourage (port-using) industrial development - and hc]p in
port planning by prescrving land arcas ncar deep water from other develpment, by improving
communications, or by ensuring the availability ol land for future port development,

194.  There are various types of port community structurc. In Antwerp it is known as Assiport
(Port of Antwerp promotion Association), an organisation in charge of port promotion and Agha,
an organisation representing all private scctors in the port arca. In Rotterdam, it is the Port Pro-
motion Council and Port Companics Association, In the port of Rouen, it is called Rouen Port
Development. In many Asian countries and in North America, the port authoritics are the re-
sponsible organization, In some other ports, it is the Chamber of Commerce or even the Town
I1all which is entrusted with port marketing. Usually it is a non-profit-making organisation, with
a Chairman and a Board, a budgcet (inanced through contribution from the members and a full-
time or part-time secretariat.  When the port is small, arrangements can be made with existing
organisation e.g. Chamber of Commerce, in order to minimize fixed (stafl, building etc.) and vari-
able costs. Regardless of the different forms and structures in cach port, the objectives of the port
community are almost the same: it is in the general interest in the well-being of the port.

195.  The port community cannot achicve long term results without the support of the employees
who are representing the interests of port personnel. It is only when the employers, the users and
the port personnel are all convinced that their future depends on their capacity to merge eflorts
and gain new traflic, that the port community is born. This implics that measures are taken to
ensure that all the members of the community will benefit from the results achieved.

196.  As described carlicr, port marketing and general back-up should be carried out by port
community rather than by any single enterprise. ‘The port community is entrusted with two main




tasks: (a) coordination within the port area as well as with orgammnom outside the port area and
(b) port promotion, which is not abstract or isolated. Tt is, in {act, a planner and an organiser when
cdrrymg out mdrketm;: activitics. To illustrate this we can refer to two cxamplcs as shown in the
following boxes: One is of the Antwerp port community: ASSIPORT, the other is of a mdrketmg
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promotlonal action being taken in Brazil by the port of Rotterdam.,

®

A well structured port community in a developing country

In Jamaica, the port of Kingston maritime & port community is organized around the

Shipping Association of Jamaica. The principal actors of the community are as (ollows:

Shipping Association ol Jamaica (SAJ) was sct up to consider and regulate all matters
affecting the imterest of its membership; to protect and support the carrying out of
members of the Association in rates and remuncration for port labour and cstabhsh fair
and responsible rates of remuneration and conditions of labour,

Port Authority of Jamaica is responsible for the overall supervision of the island’s ports
and other shipping facilitics; navigation of all vesscls and tariffs on public wharves. It is
also responsible for the cxpansion and upgrading of the country’s ports, such as initiating
the development of Export I'ree Zones in Jamaica.

Wharf Companies Kingston Terminal Operator Ltd (KTQ) 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 (KWL) operates berths 5-7.
These three companics arc private, whercas the infrastructure and superstructures are
owned by the Port Authority at the container terminal, everything including
infrastructure and superstructures at other two wharves arc owned by KWL and WTIL.
IHarbour Master Dept. is responsible for monitoring navigational aids and for advising
on matters allecting the movement of ships.

The Joint Industrial Council for Port Bustamentc was established to secure the greatest
level of cooperation between port labour and management.

Port Computer Service 1.td is owned and operated by SAJ and is designed to handle the
computerization of not only SAJ activitics but also to provide computer services for
member companies and the port,




TD/B/C.4/AC.7/14

page 48

Antwerp Port Community

The Antwerp port community was one of the first to be 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 activitics relevant to the port of Antwerp,
such banks, Chamber of commerce, maritime interests, ship-repairing industries,
shipping agents, shipowners, shippers, cargo-handling companies, ctc.), a secretariat,
and working groups (covering different countries and/or regions in the port’s
hinterland and overseas, some other groups are competent for specific traffics).
Legal status .

ASSIPORT is a private, non-profit-making organization. It has three objectives: To
harmonize the relationship between different transport and related activities; to
contribute to the cxpansion of the port by obtaining more traflic; To build and
improve a public relations network in order to achicve the preset objectives.

Main activities

- Information: Assiport gathers all 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 countrics. v

- Research: Assiport is in charge of marketing studies. The work is usually carried
out by its working groups or in cooperation with the "Antwerp Expansion Research
Centre” where 6 full-time rescarch fellows are employed.

- Voyages, conlerences and receptions are organised by sending delegations abroad.
Normally, these methods arc employed once the target group is determined. When
catering for a wider audience, other forms such as conferences, colloquia are used.

- Visits: Port users and the public arc invited to the port’s “Promotion Days” which
are actually “Days-of-information”. There are 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. sensitize the central/local authorities
as well as the local population to port interests and activities,

- Lxhibitions and fairs: A policy ol ‘presence’ is maintained at certain specialised
exhibitions and [airs by having a Port of Antwerp stand permanently on display,
representing the port authority and private firms. Tlere is where Assiport acts as
coordinator.

- Publications: Assiport collaborates with the city of Antwerp and publishes a
trimestrial magazine called “Iinterland” with 16,000 copies for cach issue. The
magazine is published in four languages (I'rench, Inglish, German and Dutch); the
port of Antwerp monograph containing basic information on the port; an annual
handbook of port regulations, port tarifls and ‘who is who’ of the port (also in four
languages); a ‘Newsletter” published in Japanese four times a year; a port guide and
a map of the port.

- Articles and advertisements: Assiport keeps in constant touch with all types of

media, such as newpaper, magazine, newsagencics, radio T.V. ete.

- Information scrvices: Assiport also acts as a source ol information for enterprises,
associations, government authoritics, rescarch centres, institutes and students ete
who need information on the activities of the port. Assiport also organizes training
courses and seminars,

I'inance of ASSIPORT

Assiport has four financial sources:

-The annual contribution of its members

-Subsidies given by the 'Forcign ‘Trade I'unds’.

-linancial assistance occasionally provided by regional and Jocal government
authorities.

-Benefits from the sale of Assiport publications and documents.

-



TD/B/CANCTNA
page 49

In 1990, a Rotterdam dclegation paid a two-week visit to 8 citics in Brazil. The delegation
was headed by the Rotterdam port Commissioner and organized by Rotterdam Town Tlall’s
FEconomic Promotion Support Burcau. What is notable about this port promotion delegation
is its make-up: representatives from competing companics worked together to market
Rotterdam as one integrated product, That is the spirit of common consciousness. The de-
Jegation was a mixed group with representatives (rom the business community (stevedores,
shipbrokers, forwarders, consultants and bankers ctc) and official representatives of the local
authorities (Town Ilall, PPort Management and Development Corporation) and the
organisations and institutes (Port Companics 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 325 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 cconomy nceds to be opened up to markets outside Latin Amer-
ica, the delegation proposed that the services offered by Rotterdam Distribution be used and
showed how exporters could save costs and be more competitive on the Buropean market.

Source: Port of Rotterdam Magazine, leb. 199/

C. A model of port competitveness

197.  All ports are directly or indircctly in a competitve market. Scveral factors, as noted earlier,
affect port competitiveness. A port can modify its competitive position compared with other ports
and with a particular port user, by improving one or several of those factors. However, improve-
ment should not be done blindly. Often people belicve 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 that want to be morc compcetitive for a particular type of
cargo, must know exactly which factors should be improved and to what extent and what the
outcome will be. .

198,  As has been noted, ports, especially a third gencration port, is a node or a centre in the
integrated transport and distribution chain.  With intermodalism and door-to-door transport,
shippers often don't care, and arc often unaware of the port through which their cargo must pass
to reach its final destination. Their only concern is to minimize Total Distribution Cost. So ports
should improve their competitiveness and formulate their policy from this viewpoint.

199.  Total distribution cost docs not mean merely charges of various services, but it signifies
three basic elements which arc: Money, Time, Risks. Shippers choose the route of their transport
and distribution chain, thus the port, an the basis of minimum money required, minimum time
spent and minimum risks run. In {act a port user (a shipper or a shipowner or a forwarder), when
choosing a port (or shipping route) will make a calceulation of these three basic elements of possible
alternatives, then comparc the results and select the best one.

200. Tt is clear that ports, given their competitive nature, should make the same kind of calcu-
lations, when competing or marketing for a definite cargo (or shipping line), and then make the
proper adjustments. Obviously, all the factors affecting port competitiveness as noted earlier, in-
fluence one or mote of these three clements. To make it comparable, a common monetary term
can be used. In fact, the time-spent and risks run can both be translated into monetary terms. IFor
example, a vessel’s time cost can be generally translated into ship’s time charter hire, while risks
can generally be expressed by the insurance premium or by a cocflicient of money cost or time
cost,

201.  Although it is always difficult to quantily all aspects of port competitiveness, we belicve
that an attempt should bc made in this direction. One of the ‘key characteristics of a successful
commercially-oriented port is to understand the-criteria by which port users operate when choosing
their ports. The model we propose is not a theoretical 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 difficult to make such a calculation (in this case one must work !
together with f{reight forwarders and shipping agents because they know much more about the !
competing ports and the total distribution costs), but merely being familiar with the relevant fac. i
tors is already an important step towards improving competitiveness. P

202.  There are one important point to be noted: this model does not measure overall | -
competitiveness, but compares competitiveness vis-d-vis another port for a particular business for | -
one specific consignment or catcgory of cargo carried by onc or scveral definite vessels to or from
a fixed destination or points of origin. Onc port certainly can not be more competitive than an- |
other for all kinds of cargoes. ' '

203.  The calculation of port competitiveness is as follows: ‘ ,

(1) Money cost [or ships per ton or TEU of cargo handled (Cml). This includes port :

charges (harbour/whar{ ducs, piloting charges, tug fees, mooring/unmooring charges .

. etc), all other costs of ship-related services (ship agency fee, ship reparing cost,

fuel/oil/lubricant/water supply cost, crew’s living cost, ship’s refuse/waste handling fee .
etc.) If it is for liner ships, cargo handling charges should also be included). If any of | -

the above services does not exist or is not of the required quality (ship repairing e.g.), :

then the extra cost the ship has to meet for having such a service provided elsewhere

should be calculated. This extra cost also includes the cost to the vessel sailing!

elsewhere looking [or rcturn cargo or extra cargo, if that is either unavailable or not’
available in sufficient quantity at the subject port. .

(2) Money cost for cargo per ton or TEU (Cm2). Cm?2 includes all cargo related charges
at port (cargo handling charge il it is not liner ship cargo, port dues on cargoes, costs
of necessary storage ctc), the total transportation 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 of destination, which includes the reforwarding or onwarding transport
charges) and the total distribution charges (cargo transformation, packaging, labelling,
grouping/regrouping, stufling/unstufling, 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 does not exist at the
port or is not of the required quality, then an cxtra cost for having this service provided
elsewhere should be calculated.

(3) Time cost for ship per ton or TEU of cargo handled (Ctl). Ctl includes ship’s total
time cost at port (the time charter hire for the period from the moment the ship arrives
at the pilot station to the moment the ship Icaves the pilot station [or 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 {ucl consumption cost. This dilference between ports can give positive
or negative figures.

(4) Time cost for cargo per ton or TIEU (Ct2), Ct2 includes the total cargo time cost of
the total transportation period (c.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 for various services, -

(5) Risks cost to ships (Rml). All the risks of money or ol time, {or cargo or for ships are
based on past expericnces of the port users and other statistical references. Port users
need a stable stucture and rate levels of 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 andor too much, are considered more risky.
If during the last live years (imore or less), the average annual increase in the level of
money spent by ships (Cml) and the average annual cost of accident as percentage of
Cml is zero, then Rinl is 1, if the annual average increase of Cml and the average
annual cost of accident as percentage of Cml is 10 per cent, Rm! will be 1.1,

(6) Risks cost to cargo (Rm2). During the last five years, il the average annual increase
of Cm?2 and the average annual cost of accident/damage for shippers as percentage of
Cm2 is zero, Rm2 is 1; if the average annual increase of Cm2and the average annual
cost of accident/damage as a percentage of Cm?2 is 15 per cent, then Rm2 will be 1.15.

(7) Risks on ship’s time (Rt1). This is the main [actor that a shipowner would consider
when choosing the port of call. Ships always run the risk of staying in ports longer than
planned, becausc of bad weather, congestion, strike or other social conflicts, port
facilitics breakdown, ineflicient administration and 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 1; if on average, the stay of ships at the port had-to be extended by 10 per cent more
_ ‘than prcvmuﬂy planned, then Rt will be 1.1,

(8) Risks on cargo’s time (Rt2). T'or the same reason, the same mks of time dcldy in ports
exist for cargoes. Consequently, if' during the ]ast five years, cargo (or one kind of
cargo) stayed just as Tong 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 above § factors, we can calculate the competitiveness-of a port by
the following modecl:

[RmICml + Rm2Cm2 + RtlCt]l + Rt2Ct2]j.
Ca.ij. = - — - ]
[RmICml] + Rm2Cm2 + Rtl1Ctl + Re2Ct2]i.

Ca.ij. = Port competitiveness for cargo '@’ using port 't compared with port ’j/

205, If°C7 is positive, it means that for cargo ‘a’ port ‘i’ is more competitive than port ’j’. The
bigger the C is, the more competitive port ‘i’ will be. To win over cargo ‘a’, some information-
related marketing actions may be needed. I (2" is negative, it means that port ‘1’ is less com-
petitive than port 7§’ for cargo ‘a’. Some scrviu, 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 mddc for each consignment or shipping line where port 1’
attempts to compete with port '}, so that onc 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 preciscly, for onc knows now where the potenticl
market share is and how much is likely to be gained and where in one’s own territory
that is one most threatened. So the formula is a helpful tool for long term development
strategy of marketing.

- Tor different kinds of cargo or ships, the role of cach of the three basic elements

(tariffs, time, risks) is different. For containerized cargo for example, the time factor is
normally more critical than the tarill factor, and Ctl and Ct2 are greater than that for
other kinds of cargo, like breakbulk for cxample. I'or all low value cargo, port and
transport tarifls arc usually more important than the time factor in their total trans-
portation cost. To illustrate this, we refer to a survey made in 1982 on the port choice
of United kmgdom trade.*® This report shows that some 71 per cent of bulk cargo was

handled by local ports which compares with 58 per cent of semibulks, 32 per cent of

conventional cargo and only 27 per cent of unitized cargo. Intcrpmt competition is
more concentrated on container cargo trade which, with a high Ctl and Ct2, is sensi-
tive to the time factor, That is why the two new container terminals opened in 1990
and located outside the lock of the port of Le Havre are called the “Rapid Turnaround
Port”. A more intcresting example in the port of Vancouver is the recent annoncement
of an attractive rate of discount ol 30 per cent for container lines making Vancouver
their first North American West Coast port of call, Normally ships” first North Amer-
ican port of call is Orkland or Scattle. This caused containers for Vancouver to be
discharged several days later and cvery year many containers destined for Canada
moved through [.S, West Coast ports. To recover this cargo, the port of Vancouver
has decided to sacrifice 30 per cent of the total container wharfage charges.*? Because
a bigger part of cargo carricd by subject vessels arc bound for American destinations
and calling at Vancouver first means a time-loss for these cargoes.  The
competitiveness model will show up ncgative for Vancouver regarding these shipping

lines. To convince these owners to call at Vancouver first, the port should get the-

model to show a positive rating and that means 30 per cent ofl on port charges.
- The different clements of port competitiveness arc interchangeable. An ineflicient port
can not compete for cargo unless the tariff is low enough, Similarly, an expensive port
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can remain competitive by improving port efficicncy and shortening service time re-
quired. Through-the model, one port can know where the limits. of its competitivenesg
lie and how to overcome that obstacle. For certain cargo, the model will show that it
is too-difficult to compete, ¢.g. cargo with an origin or destination too far from one's

port but-too near to the compceting port; or cargo that neceds special treatment which
is not-available in one’s port but available in the competing port -- that is the limit of =
a port’s competitiveness. A good cxample is that of the port of New York/New Jorsey,
which recently reduced the tonnage assessment paid by steamship lines for containers

moving over 260 miles from the port to offset the long distance land transport charge
which would make it uncconomical to usc the port of New York. The New York/New
Jersey Port Authority began its sponsorship of a rail container incentive program that

provides $25 per import container and $50 for export container to help defray haulage

costs of the container,®?

This model is an useful tool for port development strategy and tactics making. For g
given cargo or shipping scrvice, the role of habit and/or loyalty: (gentlemen’s agree-
ment) is effective when ' (port competitiveness) in one port as compared with com-
peting ports, is not so important and the markcet could remain unchanged. But when

the difference is big cnough, compctitive forces will work. A calculation of -

competitiveness will allow people to know not only where the marketing target and
new opportunities lic, but also 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-d-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 be used as a good marketing tool. Instcad of presenting one’s port
solely through beautiful pictures, films and videos of cxpensive shining equipments,
which are rarcly the real interest of port users, this competitiveness model can be
shown to the client to point out how much he can save and how his problems can be

- solved by using one’s port and why. Selling benefits not features. A clear and [rank

calculation and this will certainly be more convincing.
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