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ABSTRACT

Container ports and terminals became essential coemis of the modern economy. Containerization pkay
indispensable role in reducing transport cost tdrimational trade. Hence, shipyards have startgntdduce new designs,
which are technically better adapted to the newketaconditions, more economical and above all exélg competitive
compared to the existing ships. On the other hpods play important role in accommodating new glesd ships with
larger volumes of cargo. Ports competition takdfeint forms, including service quality and polasticity. Quality of
facilities can achieve faster ship turn-around tiress unit cost, and provide added value actwsitihis helps in
enhancing port competitiveness. Ports have traditip evaluated their performance by comparing rtlatual and
optimum throughputs (measured in tonnage or nurobeontainers handled). If a port's actual througthppproaches
(departs from) its optimum throughput over times ttonclusion is that its performance has improweat ime, and vice
versa. Port competition can be viewed as inter-pompetition (between ports) or intra-port compatit(within a given
port). Also, a number of measures and Key Perfoomdndicators (KPIs) have been developed for méagyorts
performance and consequently for selecting a morepetitive port. In this paper, the purpose isreestigate those
elements that can be used by port clients in Setpetcalling port. This paper is divided into fisections. In section two,
a set of those elements that affects port seleftam the available literature is discussed andigeal. In section three, a
guestionnaire is developed and the most importements are identified. Competition between Eastlideranean ports

is explained as a case study in the fourth sechorally, a conclusion and further research isldigpd in the fifth section.
KEYWORDS: Port Competition, Port Selection Elements, EastiMecnean Ports

INTRODUCTION

Competition has different forms in port industryher Inter-port competition is influenced by (1) port
performance, (2) port accessibility and locati@), fort tradition, (4) government assistance, &)g6rt user preferences
(Fleming and Baird 1999). While, the intra-port quatition fosters port specialization, innovatiomdadiversity.
Competitors within the same port compete in theesamvironment (de Langen and Pallis 2005). A patmpetitive
position (or its competitiveness) may also be eat@d in terms of the growth, market share, andrdifieation of its
traffic volume. An analytical tool that has beeredido evaluate the competitiveness of a port (o range) that
considers these factors is Strategic Position AiglySPA). SPA consists of three interrelated ditaly components,
including (1) Product Portfolio Analysis (PPA), (hift-Share Analysis (SSA), and (3) Product Diifaration Analysis
(PDA) (Haezendonck et al. 2006).

PPA has been used to evaluate the competitiveigosif ports in a port range such as the overalketashares

and total growth rates of the traffic volumes, Whis presented in the external positioning analgsiportfolio of ports.
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SSA decomposes the increase or decrease in a fraffis volume into various components — a shdfecg a commodity
shift effect, and a competitiveness shift effeddAPanalyzes the diversification of a port’s traffiolume for a specific
period of time. A product diversification index theas been developed by de Lombaerde and Verb889)ay be used
to determine the relativenportance of various traffic categories in a potraffic volume. A high value for the index
reflects low traffic diversification (e.g., domieat by one type of cargo), whereas a low value ctflegreater

diversification or greater balance in traffic caiggs.

Nevertheless, the market share is the most cldssiiod to establish the port competition. Theketshare of
each hub port is calculated as a percentage frertotal throughput. Each port has a competitiorrelegqual to the share
of the affected market. The percentage of eachtpattie total market stands for the competitionrdegThe simplicity
and immediacy of this method balanced of the deficy of the port product quality (EL-Sayeh, 2007).

Ports should provide facilities and high qualityvéees offered to the shipping lines in order tomheir choices.
These qualities should be measured through evaudtie economic cost. Moreover, ports should maintheir
competitive advantage and level. They must enduakthe increase in operation cost for port useesdot lead to a
remarkable increase in the values of goods tratepp¢Ng, 2006). The global shipping lines use faajor criteria and 12
sub- criteria derived from the Delphi rounds condddor the pilot survey. First, port physical aadhnical infrastructure:
including as sub- criteria, basic infrastructurendition, technical infrastructure and inter-modaiks. Second, port
geographical location: including proximity to impand export areas, proximity to feeder ports arakimity to main
navigation routes. Third, port management and aidtnation: including management and administragéfitiency, vessel
turnaround time and port security and safety. Bmahrrier's terminal cost: including handling to$ containers, storage

cost of containers and terminal ownership/exclusivatracts policy.
Research Problem

In terms of global competition, this research seekevestigate the following research problem: Waee the

elements that can be used by port clients in setgetcalling port?
Research Methodology

This paper aims to identify those elements usedHigping lines, as port clients, in selecting diglport. A
number of port selection criteria were identifiedrh the available literature. Then, a questionnaies developed and
distributed to a number of shipping lines in thestElslediterranean basin. Primary data were colleatsd analyzed in

order to identify those elements that are consalargort selection by shipping lines.
East Mediterranean Ports

East Mediterranean ports are important from thetpofi view of the global carriers. It is necesstryset up hub
and spokes systems that can collect goods froreat gariety of ports taking into consideration ttare is also a number
of fairly small specialized operators in the Eastdilerranean region in addition to the large cormgmanThese smaller
operators can offer feeder services to the largapemies, but they may also operate independently dwect calls. In a
complex and rich area such as the East Meditermatiezy have little difficulty in finding scope fdheir operations.
East Mediterranean region includes Egypt, Cypruskdy, Syria, Lebanon, Israel and Greece. A totahiper of 22

commercial ports is competing in the region, 1%hein are including at least one containers terminal
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Table 1: Shows the Nominated Ports for the Analysis

Ports Which
Country Port Contain Container
Terminals
Alexandria Alexandria
El-Dekheila El-Dekheila
Egypt Port Said _ Port Said _
East Port Said East Port Said
Damietta Damietta
Arish
Old limassol port New limassol port
New limassol port | Larnaka
Cyprus Larnaka
Pafos
Latsi
Vassiliko
Mersin Mersin
Turkey Antalya (akdeniz) | Antalya (akdeniz)
Iskenderun
Syria Lattakia Lattakia
Tartous Tartous
Beirut Beirut
Lebanon —
Tripoli
Israel Haifa Haifa
Ashdod Ashdod
Greece Piraeus _ Piraeus _
Thessaloniki Thessaloniki

31

The shipping lines criteria for selecting a hubtgarthe Mediterranean transshipment container etackeate
competitive markets that attract the global castiSuch criteria depend on different factors sugththe geographical
location, the availability of infrastructure, thevkl of port performance and other. The level ompetition among
container ports to maintain and/or enhance theirketashare is also readily visible today. While therld’s leading
container ports have the resources to invest e-stfathe-art technology and terminal facilitieathvould help maintain
their gateway port status, many smaller ports fhemselves relegated to a lower status in the glakearchy of ports.
Especially with the effect of new Suez Canal, thstdvlediterranean plays major role in traffic aratle movement, the
190-kilometer Suez Canal has its critical role niteinational trade since it was opened. Accordmnghe Suez Canal

Authority, 7.5% of world jade passes through th@&annually.

Mediterranean ports can be classified accordirteédollowing categories; Transshipment ports, Wwhian work
as the hub center in a hub and spokes system Xfonge, Damietta, Alexandria, Port Said) or asyelaking two
orthogonal routes (like most of the activity at 8djras). Gateway ports, namely ports with a hiatedl supporting them

that is rich in production and consumption. Formge Piraeus, Odessa, Haifa, 1zmir, in the eatt®@Mediterranean.

Regional Ports: which can be situated in the vicinity of industri@nters or densely populated areas, but
positioned in remote locations with respect todhtual urban area (like most eastern Mediterrapeats). The traffic in
these ports consists of smaller feeder ships,fa-negional connected directly with gateway pantg¢o other minor ports.
Linear Shipping Connectivity Index (LSCT) for thergpeting countries in East-Mediterranean, Table@vs the ranking
of selected countries from the 2009 applicatiothefLiner Shipping Connectivity Index (LSCI).
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Table 2: Liner Shipping Connectivity Index for EastMed Countries

Country | LSCT Value | Rank
Egypt 53 17
Turkey 32 30
Lebanon 30 34
Israel 19 57
Cyprus 13.3 71
Syria 12.3 76

Source: UNCTAD, newsletter, 2009
Port Competition in East Mediterranean Basin

The concept of port competition is very complex afifficult to explain in all its variables and dimsons.

The concept of port competition is measured theécatdr to determine port competitiveness which &sdd on the
technical efficiency in handling ships, cargo armbts. These factors can be quantified to bettetesser degree.
The predictable increase of container traffic, #mel constant drive for specialization and capaicityease of maritime
vessels have resulted in shipping companies dadeatanuch as possible on a limited number of Easlitdrranean ports
of call. All the time, the connection services &ft to feeders. In this method, shipping comparies able to increase
benefit from the economies of scale that theirdargessels offer, while they are also able to glevnore flexible and
faster transport services and sailing schedules.

Elements of Port Competitiveness

There are many elements that should be taken oreideration when assessing the competition betywees
such as the development and new investment infpoitities, the replenishment of equipment, thessification of the
present and potential development of differenteswtnd the improvement of port efficiency and éffeness. The most
important criteria for the assessment of port cditipe can be classified into five groups. The ffiggoup is the cargo
volume which implies the ability of ports to handi®re cargoes including import, export and tranmskint. The second
group is the port facilities which comprise bothtpafra and superstructure in the sense that thatgr the capacity, the
higher the competitiveness level of a port. Thedtlgroup embraces port location which explainsithgortance of the
geographical location and accessibility of a popdrt competition. The fourth is the service leaglthe higher the quality
of services provided to the port users, the highercompetitiveness level of the port. The fiftogp is the port expenses
which include port dues, tariff, terminal handlinlgarges in the sense that the cheaper the porhsapethe higher the
competitiveness level of a port. Table 3 displdese elements were considered in the questionaadtelistributed to the

shipping lines.
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Table 3: List of the Elements of Port Competitivenss
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Shipping Lines’ Perspectives

Shipping companies’ decisions on selecting portmagnly focused on their structure and networks andheir
tendency to increase their ship capacity to coph e development of the hub and spoke networkistans achieve
economies of scale in both sea legs and portsietarhave their own criteria which can be dividetbifour main
categories. The main criteria are: The cost of frarisit which is considered the most importartecion as carriers look
for ports with relatively low transit cost, portrgees, including turn-around time is the secondsnimportant criterion as
shipping lines are seeking a comparative advantatiieshorter transit time; third , the port physidascription including
water depth, infra and super structure, the quagtle number and capacity of cranes and abilitgeal with a variety of
vessels and these criteria are favorite to someecarbecause of their vital contribution to rechgeiships’ turn-around

time in port.

The questionnaire was developed using those elantkat are currently used by shipping lines indalg a
calling port. The questionnaire is divided into eewparts and including 45 constructs. Port feafysest charges, port
operations management, cargo handling, customeicedevels, information technology and externatdas are the main
parts of the questionnaire. A questionnaire hag Iseat to 35 shipping lines as they constitute afrtbe most important
port clients. In addition, a list with differentdimrs has been identified for selecting ports,ngkinto consideration how
cooperative port authority is to the demands anedseof the shipping lines and consequently theeectfin on port
competitiveness. The main target of this questioeria to identify the carriers' criteria in posdlsction and especially in
container terminal selection in the East Meditegeam region. This area has a considerably big nuroberontainer
terminals competing. Consequently, this can ac eballenge that affect the shipping lines' criten the selection of a
specific port or container terminal especially withe presence of a high competition between pants @ntainer
terminals, even in the same port. Thus, in thisea@sch shipping line has a different point of viemidentifying the

selection criteria.
Data Analysis and Discussion

The analysis of the data provided from the questime shows that the category of "Port Charges'titoe the
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most important factor with a percentage of 57% ftbmtotal sum of the percentages obtained byesieaf the categories
(See Figure 1). In addition, the second most ingrtirfactor is the Information Technology, with aqentage of 43%.
Other categories such as Port features, Cargo ingnd@@ustomer service level and External factortioled a similar

percentage of 29% from the total of most imporfantors for the shipping lines in their selectiblowever, the thing that
isn't expected is that the category of Operatiomdgement hasn't obtained a percentage from theecon€ the shipping
lines. This confirms that the shipping lines are=iiasted more in the outcome of the managemensidesiand not the
nature of the management itself and the extenhefrhanagement response to the needs and requiscofewdrious

shipping lines.

Main Facters of Port Selection

W Port Features

m Costs

B Management

M Cargo features
M customer service
i

H External Factors (as war)

Sourceéhe Researcher

Figure 1: Shipping Lines’ Selection Criteria

Analyzing port features as a sample in this pajids divided into 10 sub-categories varied in thievel of
importance for the shipping lines in a great wale Tsub-category of "Port Depth" exceeds all theeetgiions and
achieves the utmost importance to all the shipfimgs with the percentage of 100%. This is duehto fact that many
elements depend on this factor as the depth ofdhsel which the port can receive. As for the sé@ub-category in the
level of importance for the shipping lines comes tfeographical Location" with the present of 86Bhis factor was
expected to come as the most important factorhénRort Features category because it is directhnected to the
different maritime distances and the amount of aléwh from the international navigation tracks, ehirepresent for
many companies a great material burden in addiidhe amount of time spent and the consumptidiuelfand supplies.
All these factors force companies to shift the ctd@ process towards the ports on their navigatmaek to avoid

deviation.

Concerning the two sub-categories "Berth Lengthd' ‘dtandling Equipment Availability" both come inethird
level of importance with a percentage of 71% fa $hipping lines. They represent important factorghe port facilities
because if there is any shortage in any of theis wiil result in the occurrence of overcrowdedtgoiT his might lead to
the delay for the container ships which have vénigtssailing schedules and result in paying mogendrrage for both the
shipping lines and for the owners of the goods asressequence of overcrowding, lack of movementifgdnside the

port, delay of the ships and delivery.
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For handling charges as a sub-category, only gofdbrth place with a rate of 57% in terms of thdeo of the
degree of importance for shipping companies, aig cbmponent is associated with the cost of thaliteas freight
includes all inside the expenses of traded gootig;hware also associated with many of the techriocaits which vary
from one port to another. The fifth sub-categorytle order of importance for shipping companiesimgormation
Technology" with the percentage of 43%, which repres a system of communication and exchange oifiivation, both

related to ships and to the goods, which helpsdace the during time of the ship in the port.

The last two sub-categories for the lowest propartof importance for shipping companies are Customs
Regulations and Reputation with a rate of only 1gfthe interest of shipping companies in ports, ttutheir connection
with the shippers in terms of their goods and theed of their final exit of the port. Figure 2 slthie relative importance

of the sub categories of port features.

120%

Port Features

100% -
80%
60% - E not important

M less important

40% id average

M important

20% - M very important

0%

Sourc&he Researchers

Figure 2: Relative Importance of Port Features Elerants

CONCLUSIONS

A result of the tough competition in the maritimeanket, especially the rivalry between shipping canips
operating lines of regular container transport, asd result of the cost of the enormous borndbget companies, which
are divided into the cost of access to assets downt ships) Capital Costs, which began featurmgeicent decades

Baveadh evident in the size of those ships to aehiee greatest economic benefit (to achieve ec@wai scale).

Thus the parties must basic client in the navigatitarket for the transfer of containers shippingipanies, as
well as ports administrations, taking into accohatv coordination between them to satisfy the desfrehipper who
prefer to transport their goods by container, afote that you must achieve the desires or needBipping companies in

their choice of container terminals in the studsaar

When taking into consideration that different stanms, which are placed from the standpoint of shipp
companies in the selection of container termindfer@nt in the trade area selected or on the dineute navigation of the
company, we will find that the selection processliféerent and the order of those stations diffethie priority of those
companies, which should be mindful of him contaiteminals of different departments as one of thg &lements to

reduce the fierce competition between those ternaimé especially converged geographically and inwe.
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