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A Study on the Competitiveness Improvement of Port Policy in the

Philippines
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The purpose of this study is to give a guiding implications to strengthen the com-
petitiveness of port policy in Philippines, considering the inefficiencies in the port infra-
structures and management systems in the country, despite its average economic growth
of 5-6% and subsequent increment in passenger and trading volumes. These growth fig-
ures imply a compelling need for a systemic development plan and impellent actions. This
study used the analytic hierarchy process for conducting a port competitiveness analysis
and the data on deterrent factors were collected through literature and internal govern-
ment documents including on-site interviews of the parties involved. The implications of
the analysis led the study to conclude the need for adopting an enhanced centralized
management, a separate investment and management for ports, a grade classification of
nationwide small-, medium, and large-sized ports, efficient incoming systems for port
dues, and an advanced mode of financing and investment inducement, among others.
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I . Introduction

Presently, global ports are severe competitive
situation to secure a sustainable cargo throughput
with qualified customers and the port manage-
ment is diversified in the era of digitalized
e-Navigation paradigm and autonomous vessel
operation environment, etc.

Philippines, a country located in the Western
Pacific Ocean, consists of more than 7,100 is-
lands and is divided under three main geo-
graphical divisions from north to south: Luzon,
Vizayas and Mindanao, There are about 26 Port
Management offices and 82 Terminal Management
offices, starting from the Port Management offices
in Northern Luzon to Port Management offices in
Misamis Oriental. Maritime transportation, thus,
plays a very important role in transporting cargo
and passengers from place to place within the
country, However, port development in the
Philippines has been lagging behind the growing
seaborne cargo and passenger demand. Ports are
now becoming a bottleneck of economic devel-
opment in the Philippines as a whole while also
being in part responsible for the socio-economic
disparity between urban and rural areas, The
Port of Manila, the largest seaport in the country,
considered a super-hub port of the country, It
handles both domestic and international maritime
vessels, Actually, it consists of three main port
groups, namely: (i) Manila North Harbor; (ii)
Manila ~ South  Harbor; and  (iii)  Manila
International Container Terminal, In addition to

these 3 ports, there is a nearby private commer-

cial port called the Manila Harbour Centre, The
Port of Manila has been recognized as the most
widely used port in the Greater Capital Region
with utilization rate of 71.6 percent compared to
only 2.3 percent and 6,1 percent utilization of
Batangas and Subic Ports, respectively (NEDA
2012).

The ports of Batangas and Subic were devel-
oped in order to accommodate excess traffic in
the port of Manila and promote growth and de-
velopment in CALABARZON and Central Luzon,
However, port users still opt to operate in the
Manila Port, This leads to the congestion of the
Manila Port and the underutilization of the other
two ports in the Greater Capital Region.

This study is based on the recognizing the is-
sues and problems which are widely persisting in
the seaborn logistics due to lack of port infra-
structures nationwide as afore-mentioned.

The specific background & necessity is as
follows. Firstly, port development in the philip-
pines has not dealt with growing seaborn cargo
and passenger demand properly. the port land-
scape has, after all, also altered in many
respects, New technologies and strategic develop-
ments have led almost automatically to greater
port competition, both at port authority level and
at the level of companies operating within the
various ports, All port players, from authorities to
terminal operators and agents, are looking for
ways to maximize profits, to maintain or increase
market share, or simply to survive, These goals
are not so easily achieved in an era of inter-

nationalisation of production, consumption and
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trade,

Secondly, the government system for port
management in the Philippines is far lack of oth-
er developed countries, In the past decades, the
role of port management system has changed
quite fundamentally, It has gradually evolved
from being a supervisory and determining ca-
pacity to a more subordinate function that often
consists solely in improving the required facilities
for the wvarious parties involved in  port
operations,

National and regional authorities are also mon-
itoring these developments closely. A strong and
efficiently run seaport can be an important asset
for a country or region in trying to improve its
economic position, For one thing, port activities
generate  value added and  employment,
Moreover, a seaport can be an important pole of
attraction for a board range of industries,

This in whole explains why the ports in
Philippines should be developed and improved
to have competitiveness for attracting goods
flows, shipping lines, and infrastructure and in-
dustrial investment,

In order to address the outstanding issues and
achieve the above objectives, the study employs
a system-wide approach to analyze inherent
problematic & deterrent  factors to suggest an
appropriate port development strategic policy.
The factors were mostly extracted through the
Philippine government internal documents ob-
tained in the course of performing ODA project
Updating of the Master Plan

of Korea named

on the Developments of Aids to Navigation in

Philippines “(2016). Meantime, the study also re-
ferred to various interviews with the parties in-
volved in port management in the Philippine
government and previous literatures to introduce

most optimal political solutions and implications,

II. Related Literatures

A reference to the previous study has been
made to achieve the objectives of this study.

The paper ‘Port Governance in Korea’ (Dong
& Sung, 2016) suggested that Korean ports have
passed through a variety of port governance
stages with overall port administration and organ-
ization in the port management and operations,
and this policy have lead to a number of pos-
itive influences,

The paper “Port Management, Operation &
Competition: A Focus on North  Europe’
(Meersmant & Van de Voorde) that a strong and
efficient run seaport can be an important asset
for a country or region in trying to improve its
economic positions, and port activities generate
value added and employment.

On the paper ‘A Quality Management
Framework for Seaports in their Supply Chains in
the 21st Century’ (Tran, Cahoon, and Chen,
2011), according to their findings the internal
and external focus for seaports and their supply
chains is necessary to improve efficiencies and a
common understanding and vision for supply
chain, Furthermore, the existing knowledge of
quality management practices in seaports is under

researched as is the understanding of how one
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or more organizations quality practices are ex-
tended throughout a supply chain to ensure sup-
ply chain quality. Also, in terms of the mana-
gerial implications the advantages of having qual-
ity systems and practices has been repeatedly
recognized both in industry and researched as a
most economical means for sustainable business
growth in a challenging business environme- nt.

On the paper “The Implications of the
Growth of Port Throughput on the Port Capacity:
The Case of Malaysian Major Container Seaports”
(Jeevan, Ghaderi, Bandara, Saharuddin and
Othman, 2015), they presented the development
of Malaysian container seaports by addressing
changes to acreage size and handling volumes
during the last three decades and the capacity
constraints  encountered by major Malaysian
seaports, Based on their findings, they found out
that major Malaysian ports are experiencing an
exponential growth in container trade with the
expansion of port capacity following trade
growth and need effective strategies to reduce
the operational pressures of Malaysian seaports,

Additionally, if seaports are unable to improve
their seaport capacity, it will cause some other
disadvantages from different dimensions especially
congestion, long turn-around time not only for
vessels but also for containers and also affecting
the efficiency in the supply chain,

The study on  ‘Improving the coastal line
passenger traffic management system by applying
information  technologies” (Rathman, Tijan and
Jugovi¢, 2016), found out that the introduction of

integrated information system means the develop-

ment of mechanisms and tools for managing
business, the availability of information needed to
manage the process of service execution, more
efficient and cheaper process of reservations and
ticket sales, increased service quality, increased
ability to control the use of subsidized tariffs,
and consequently, an increase in revenue from
ticket sales, Furthermore, for the national econo-
my and society, the computerization of public
transport services means an efficient and con-
trolled transport subsystem as an important factor
in the efficiency of the overall national economy,
the ability to monitor development trends and
the use of performance indicators as instruments
of strategic management,

The study on  “Improving Port Terminal

Operations  through  Information  Sharing”
(Olesen, Dukovska-Popovska, Hvolby, 2012)  fo-
cused on improving the terminal operations by
reducing waste and lead-time in a container ter-
minal  through  information  sharing  and
coordination, In their findings the lack of plan-
ning and information flow is a large contributor
to non-value adding activities in the terminal.
However, they concluded that to improve the
terminal operations further the placement of the
container in the storage area should be done ac-
cording to departure and destination and not as
now only by owner of the container, By placing
the containers according to a schedule, the
amount of rework and non-value adding activities
would be reduced. In general, it can be said
about the three suggestions that they reduce

some of the most obvious non-value adding ac-
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tivities, but in general just presenting the concept
of identifying activities as being value or non-val-
ue will bring a new positive way of thinking to
the terminal.

According to the paper “Strategic Planning for
Port Development: Improvement of Container
Transit from the Iranian  Southern  Ports
Terminals” (Yousefi, 2013), the researcher con-
cluded that the improvement of the Iranian con-
tainer transit from the International transit corri-
dor can be carried out by using the advanced
equipment for handling operation at the contain-
er terminals; it causes to reduce the time vessels
spent in the ports. Also, it can be observed that
the use of an optimum strategic planning at the
container terminals may cause to develop the ef-
ficient scheduling of the equipment in order to
increases the productivity of the container
terminals,

The study on  “Port Competitiveness and
Ecological Impact of Logistics Activities: A Case
Study of the Port of Ploce” (Debelic, Vilke and
Milanovic, 2016) presented to develop a frame-
work that examines ecological impact of logistics
activities and port development activities in gen-
eral in order to evaluate possible competitiveness
boost strategies in practical situations when there
is ecologically sensitive and environmentally frag-
ile area around the port. They concluded that in
order to improve its own competitiveness, port
development immanently implies parallel and si-
multaneous development of multimodal transport
routes along the transport chains taking into ac-

count environmental standards, ecological diver-

sity as well as complexity,  Moreover,
Relationship of the port of Poce with its local
surroundings is of particular importance and
needs special attention in order to achieve in-
tegrated port development harmonized with the
local community expectations as well as require-
ments for smart and green competitiveness boost.
The key factor of success is stakeholder s
co-operation, not only on commercial basis, but
also on general social,

The paper ‘Evaluating the Competitiveness of
Container Terminals in Northern Vietnam from
Perspective of Shipping Lines’ (Thi-Yen Pham,
et. al., 2016) carried out empirical analysis of
container terminals, The study used survey meth-
odology by the Delphi panel with the several
criteria factors of closeness to main trunk roots,
number of berths, storage space, port cost, etc.

Improving the internal and external elements
in the ports in the Philippines can greatly refines
its process. At present, in terms of external fac-
tors, there is a lack of infrastructure in ports in
the country due to financial problems, Another
factor to consider is that the country has not
adapted information systems yet. The country is
still manually selling tickets to passengers.
However once they change their conventional
method there will be more efficiency in their
process, and there will be cheaper process of
reservations and ticket sales, an increase of serv-
ice quality, etc. and by doing so there will be

an increase in revenue,
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III. General Status of Logistics & Port

Infra & Management

1. Logistics & goods flow

As of 2017, Manila Port utilization rate is
about 60.12% meanwhile, represents that some
48,900 containers are inside terminal while 32,600
container slots remain vacant, With container
gate-outs almost reaching 8,000 container outs
per day, the utilization rate is expected to hover
around the 55-60% utilization rate, (PPA 2017)

Table 1 shows the total number of Shipcalls,
Cargo Throughput, Container Traffic(in TEU) both
domestic and foreign, There is a total of 446,263
shipcalls, 254,069,317 Cargo Throughput and
7,060,253 Container Traffic,

Table 1. Shipcalls, Cargo Throughput and
Container Traffic(Unit: TEU)

Total Dmstc Frgn
Shipcalls 446,263 434,380 11,883
Cargo | 554069317 | 102,533,513 | 151,535,805
Throughput
Container 1 5 560 253 | 2865312 | 4,194,941
Traffic

Source: PPA Statistics 2017

Table 2 shows the total Passenger Traffic and
Roro Traffic in the country both domestic and
foreign, With a total of 72,051,945 Passenger
Traffic.

Table 2. Passenger Traffic for Cruise Ships

Unit: Cruise
Person TOTAL DISEM EMB Ships

PAX
Pssngr 72,051, 37,090, 34,910 50,725
Traffic 945 295 926

Source: PPA Statistics 2017

Table 3 shows Roro Traffic in the Philippines
both inward and outward, With a total of
5,901,330 RoRo traffic,

Table 3. RoRo Traffic(Unit: Person)

Total Inward Outward

RoRo

Traffic 5,901,330

2,885,005 3,016,325

Source: PPA Statistics 2017

Meantime, Philippines has approximately 2451
harbors including 1,369 public harbors, 423 civil
harbors and 421 fishing ports, In 2011, the total
number of vessels calling at ports is 330,577 for
domestic vessels and 10,878 for overseas vessels,
Yearly revenue of harbors in 2017 is reported at
85.24 trillion pesos which is higher by 2.75%
compared to that of 2016,

2, Port Infra & Management Systems

Fig 1. Port Management Offices
Source: PPA Statistics 2017
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The Philippine Ports Authority (PPA) had been
playing a fundamental role in developing, manag-
ing and administrating all Philippine ports in a
uniform manner since 1974 but this port manage-
ment system underwent drastic changes in 1990,
Since 1990, the Cebu Ports Authority(CPA), the
Subic Bay Metropolitan  Authority(SBMA), the
PHIVIDEC Industrial Authority(PIA), the Cagayan
Economic  Zone Authority(CEZA), the Bases
Conversion and Development Authority(BCDA),
the Regional Port Management Authority(RPMA)-
ARMM and local governments have been taking
charge of port development and management in
their own regions, PPA and CPA are under the
umbrella of DOTr, but other relevant organ-
izations are not, This kind of port administration
system often leads to imbalanced and inefficient
port development and management as a whole,

There are 26 Port Management Offices in the
Country and 82 Terminal Management Offices.
Port Management Offices, Port Management
Offices is the PPA’ s administrative and opera-
tional arm. The PMOs which oversees the Base
ports and Terminal Management Offices (TMOs).
Terminal Management Offices refers to an admin-
istrative unit overseeing the operation of a termi-
nal in delivering frontline services.

Figure 1 shows the locations of the port man-
agement offices in the Philippines. The ports in
Philippines are facing many challenges in order
to achieve an efficient system. The major issues
obtained from the study are summarized as three
points of view, i.e. planning, management & op-

eration and investment & financing as follows.

3. Port Planning

While several public port development bodies
have been organized to manage a port(s) in-
dividually, there is a lack of coordination among
the  port  development plans of  these
organizations, Moreover, the planning lacks a na-
tional focus, This might result in an inefficient
national  port  network  and/or  redundant
investment, one of the deterrent factors in this
category are lack of development strategies for
small-scaled ports since generally speaking, the
revenue generated by the operation of a
small-scale port is small, Thus, port author-
ities/public port development bodies, which are
required to be financially autonomous, have little
incentive to develop such ports, The government
also cannot develop small-scale ports due to
budget constraints, As a result, the strategic de-
velopment of small-scale ports has not been car-
ried out. The other deterrent factor is insufficient
RO/RO route development since RO/RO routes,
which can enhance the intermodal transport net-
work, are not fully developed as lots of small
vessels such as motorized bancas & boats are

unable to carry vehicles safely and are not a via-

ble alternative to RO/RO routes,

4. Port Management and Operation

One of the causes of insufficient nationwide
coordination in port planning is the lack of in-
stitution to coordinate port development plans in
terms of the establishment of an efficient nation-

wide maritime transport network at planning
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stage. Such kind of institution is required to be
established.

Inefficient port operation also can be seen in
some ports partly due to the lack of proper
equipment as well as unsuitable use of port
facilities.

Meantime, domestic port charges are set at a
low level, This fetters not only sound finance of
port authorities & public port development bod-
ies but also the mechanization of cargo handling

which can improve the cargo handling efficiency.

5. Investment and Financing

Under the budget constraints of the national

and local governments, investment strategy,
which takes into account possible source of
funds including private funds, for future nation-
wide development has not been established yet.
Some public port development bodies find it
difficult to finance future development projects
due to insufficient revenues, and the private
sector is reluctant to invest because insufficient
incentives have not been offered although the
private investment in port development is greatly

desired,

IV. Port Competitiveness Analysis

In order to ascertain the port developing level of
the philippines, this study tried to analyze the port
competitiveness based on the following macro port
infra data.

As shown on the above table which explains

the representative main ports of the Asian coun-
tries nearby in Philippines, the general port infra-
structures such as berth number & length, max.
draft, quay crane number and cargo throughput
capacity in Philippines are in the most inferior
states comparing to the adjacent neighboring

countries of Indonesia, Malaysia, Singapore and

Korea,
Table 4. Port Infrastructures Status
Anal PHL MAL IND e KR
Items | (MNL) | (PKFZ) | (TPR) (BSN)
Berth 6 30 13 67 27
No
Berth 20
LEN 1,700 8,100 2,800 8,750
1098

(m)
Max
Draft 13 17 14 17 17
Quay
Crane 13 93 26 224 95
No
CAP, -
il | 15 ' 828 | 0| 1937
TEU) : ’

Source: Singaporepsa.com, mictweb,com, worldportsource,
com, pka.gov.my, Ipj.gov.my, pncport.com,
bptc.co kr

Note: 1)Singapore is including terminals of Tanjung,
Keppel, Brani, Senbawang, Pasir 1, 2, 3, 4 & 6.

2)Tanjung Priok is including terminals of Jakarta &
Koja
3)Pusan is including Shinsundae, Kamman & New

Port

1. Analysis Factors and Data Collection

There are lots of general factors to affect the
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port competitiveness, and In this study, the fac-
tors are determined by employing the Delphi
method based on criteria deriving from literature

review and brain storming session,

Table 5. Questionnaire Configuration

col- | effec- | invalid- e
place of [nbr of . . re-
dist dist Co T i s [y e sponse
: | tion | sponse | sponse
rate
Container
Terminal 3 30 30 3 90.90

Table 5 shows a result of questionnaires ob-
tained from total 30 effective Delphi panel which
was created including 10 experts from both local
and foreign shipping lines having more than 10
years of working experience in Korea. With a
purpose of discarding overlapped and inadequate
factors, supplementing missing factors, and ach-
ieving unification of all the experts, the criteria
was examined several rounds by face to face,
phone call and email. In consequency, such 30
factors were chosen as natural factors, closeness
to main trunk route & hinterland, berth number
& restrictions, available equipments, storage
yards, IT system, service schedule, congestion,
port charges & transportation costs, CIQ proce-

dures and administration regulations, etc.

2. Analysis Method and Model

This study wused the Analytic Hierarchy
Process(AHP) as analysis tool. The AHP consid-
ers a set of evaluation criteria, and a set of al-
ternative options among which the best decision

is to be made. The AHP generates a weight for

each evaluation criterion according to the deci-
sion maker s pairwise comparisons of the

criteria,

\ \ \ \

‘Evaluation ‘ ‘Port Cargo Volume ‘ ‘ Port Cost ‘ ‘Port Facility ‘ Port Location HPort Service

‘Busan Part H Manila Port ‘Port Klang ‘Singapore HTanjung Priok

‘ Alternative ‘

Fig. 2. Model of Hierarchical Structure

The above criteria were chosen as most popu-
lar factors to be used in analysing port com-
petitiveness, and all the criteria factors were
questioned by the expert Delphi panels as ex-
plained the above paragraph. The higher the
weight, the more important the corresponding
criterion, Next, for a fixed criterion, the AHP as-
signs a score to each option according to the
decision maker s pairwise comparisons of the
options based on that criterion, The higher the
score, the better the performance of the option
with respect to the considered criterion, Finally,
the AHP combines the criteria weights and the
options scores, thus determining a global score
for each option, and a consequent ranking. The
global score for a given option is a weighted
sum of the scores it obtained with respect to all

the criteria,

3. Factor Evaluation

In order to compute the weights for the differ-

ent criteria, the AHP starts creating a pairwise
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comparison matrix, The matrix is a mXm real
matrix, where m is the number of evaluation cri-
teria considered. Each entry ajk of the matrix
represents 1 the importance of the jth criterion
relative to the kth criterion, If ajk ) 1, then the
jth criterion is more important than the kth crite-
rion, while if ajk ( 1, then the jth criterion is
less important than the kth criterion. If two cri-
teria have the same

importance, then the entry

ajk is 1.

Table 6. Weight of evaluation factor

Evaluation factor weight Rat;km
Port Cargo volume 0.251 1
Port Location 0.210 2
Port Cost 0.207 3
Port Service 0.193 4
Port Facility 0.139 5

CR = 0.01

According to the analysis of the weight of the
5 itemized evaluation factors, port cargo volume
shows the most important in the port com-
petitiveness, then port location, port cost, port

service and port facility in order respectively.

4, Analysis results

This study selected the representative ports of
Singapore, Port Klang in Malaysia, Tanjung Priok
in Indonesia, Busan in Korea and Manila in
Philippines since they are all located in geo-
graphically neighboring countries and considered
to be good model in pursuing port development

policy in Philippines,

The empirical analysis as shown on the table
7, Singapore is on top at the port cargo volume
competitiveness, and then Busan, Port Klang,
Manila Port and Tanjung Priok respectively.

Meantime, Table 8 explains Singapore is most
advantage in the terms of port location, then
Port Klang, Busan Port, Tanjung Priok and

Manila respectively.

Table 7. Port Competitiveness in Port Cargo

Volume
Evaluation Alternative weight | Rankin
factor g g
Singapore 0.422 1
Busan Port 0.264 2
Port
Port Klang 0.162 3
Cargo -
Manila Port 0.089 4
Volume
Tanjung Priok 0.064 5
CR = 0.01

From the analysis, it is understood Philippines
is non-competitiveness in light of the geo-
graphical port location as the country located at
just intermediate position between the ports of

Busan and Singapore

Table 8. Port Competitiveness in Port Location

Evggtaotion Alternative weight | Ranking
Singapore 0.382 1
Port Klang 0.226 2
Port Busan Port 0.221 3
Location Tanjung Priok 0.098 4
Manila Port 0.072 5
CR = 0.01
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Table 9. Port Competitiveness in Port Cost

Table 11. Port Competitiveness in Port Facility

Evggs)t ion Alternative weight | Ranking EV?;E;: ion Alternative weight | Ranking
Manila Port 0.271 1 Singapore 0.412 1
Tanjung Priok 0.258 2 Busan Port 0.262 2
Port Busan Port 0.187 3 Port Port Klang 0.185 3
Cost Port Klang 0.176 4 Facility Manila Port 0.098 4
Singapore 0.109 5 Tanjung Priok 0.063 5
CR = 0.00 CR = 0.01

Table 9 shows Manila Port is most com-
petitiveness in terms of port cost, then Tanjung
Priok, Busan Port, Port Klang and Singapore

respectively.,

Table 10. Port Competitiveness in Port Service

Evggtaot ion Alternative weight | Ranking
Singapore 0.362 1
Busan Port 0.295 2
Port Port Klang 0.172 3
Service Manila Port 0.092 4
Tanjung Priok 0.080 5
CR = 0.00

Table 10 means Singapore has the most com-
petitiveness in light of port service, then Busan,
Port Klang, Manila Port and Tanjung Priok

respectively.,

Table 11 show the competitiveness of port fa-
cility in which Singapore is also on top position,
then followed by Busan, Port Klang, Manila and

Tanjung Priok of Malaysia respectively.

Finally, the table 12 explains an compre-
hensive competitiveness of the port in con-
junction with the aggregate factors in which the
singapore is on top, then followed by Busan,
Manila  and

Port  Klang, Tanjung  Priok

respectively.

Table 12. Synthesis with respect to Container
Port Competitiveness

Alternative weight Ranking
Singapore 0.336 1
Busan Port 0.245 2
Port Klang 0.181 3
Manila Port 0.125 4
Tanjung Priok 0.114 5
CR = 0.01

V. Improvement Suggestions

It is suggested that the port governance by
the adminstration might be essential in order to
pursue an enhancing the port management and
operation, Therefore, overall governance struc-
tures In Korea would be a good political model

in developing port infrastructures in Philippines.
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1. Port Governance in Korea

Under the auspices of MOF, a public admin-
istrator of the country's ports, as illustrated in
Fig. 3, the 12 local branches have the authority
to control the nation's 54 international trading
and coastal or local ports mentioned in the pre-
vious section,

Port administration(KMPA), under the auspices
of  the Ministry ~ of  Construction  and
Transport(MOCT), controlled the ports up to

1996.

Fig. 3. Administrative Structure of MOF

Minister of Oceans
and Fisheries

e * ulitandrspection Dison
Vice Minister of Oceans
and Fisheries

Planingand Narine Fisheris Shippngand | MaritineAfair Portsand

Coordination i i i and Safety
Policy Office Palicy Office Logistics Bureau PoltyBreau Harbors Bureau

PoleyPlanting Nerineldusty Fseres « SippngPolgObisin + MarmeSeyPce + PodPbeyDion
Bureay FolcyBreay Py Bareay + CaslSippg
Didon

+ PortDevelopment
iisin

+ Warine PolcyDivsion + Fisheries Polcy Divison

* SersPol v + Pot st Copetaton

« Marilme SfetyManegement  Divsion
Pl

Didon + Pt Derlopmert
* Marne esureDidson + Bxporand Procesing rT— D\‘iws z:w'gﬂ n Didsion

ContPamingle PronoliaDiscn Didsn  FotTetnelgyand
* Regullory efornarg anagerent Dion + Incomeardelize SaeyDuion

Legol A Do Diison

 VateTertoy

T agenent Jior

Diision

« Greal ol Ping
oty Diion

e Deselpment * Dby
. Oonand Dvson ion
Nonggemertmovaton
Dion

Rttt Tesm

Source: MOF(2017)

In the early time, the Korea Maritime and Port
administration(KMPA), under the auspices of the
Ministry of Construction and Transport(MOCT),
controlled the ports up to 1996, Thanks to the

importance of maritime industry, Korean govern-
ment enlarged KMPA (a public hierarchy lower
than the ministry level) into the ministry level
the Ministry of Maritime Affaire and Fisheries
(MOMAF) with 7 Bureaus in house; at the same
time, MOMAF became an independent ministry
from the MOCT,

In addition, the Korea Container Terminal
Authority(KCTA) was established to promote con-
struction and management for container ports,
The independence of MOMAF from MOCT gave
the former the right of development and man-
agement related to shipping, ports and associated
facilities, Consequently, the port industry enjoyed
the proportionally increased budget allocated
from the Ministry and utilized it according to the
established plan and policy.

For the purposes of decentralization and pro-
moting competitiveness, the government has
gradually handed over its right of port admin-
istration to local - regional or city -
governments, Thus, Busan, Incheon, Ulsan and
Yeosu-Gwangyang became an independent entity
in 2003, 2005, 2007 and

2011, respectively, Eventually, the port industry
faces with the concept of privatisation or its
pseudo form of more-private-participation in the
sector.

In the meantime, the government controlled
KCTA has fulfilled its function and has dis-
appeared upon the establishment of
Yeosu-Gwangyang Port Authority(YGPA) in 2011
and the rest of the businesses were transformed

to each port authorities and to government,
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Also, the manpower in KCTA was transferred
to YGPA. On the other hand, under the pressure
of port governance, the MOMAF came into dis-
use in 2008 after change of government in Korea
and instead integrated into Ministry of Land,
Transport and Maritime Affairs. Again, due to a
presidential election pledge of current govern-
ment, it re-established and changed its name into
Ministry of Ocean and Fisheries in 2013,

Table 3 show the brief history of admin-
istration evolution took place in Korea over the

years.

2. Governance Suggestions in Philippines

Philippine has various small, medium and
large ports nationwide, a certain simplified classi-
fication would be needed for an efficient man-
agement & improvement. Although the private
investment in port development is greatly de-
sired, the private sector is reluctant to invest be-
cause insufficient incentives have not been
offered,

In order to improve the deterrent factors men-
tioned as above, It can be summarized that on
the terms of planning, an establishment of com-
prehensive nationwide port development plan is
needed to be coordinated with the plans of vari-
ous port development bodies, and on the terms
of management & operation, a modification of
port administration is required including the es-
tablishment of investment strategies for various

kinds of port development projects.

3. Considerable Factors for Planning

In order to achieve an efficient development
plan, establishment of investment strategies for
various kinds of port development projects are

required,

1) Utilization of Hinterland

Globalization of the economy has led to a
deeper interrelation of the economic and social
activities of individual countries, It is assumed,
therefore, that manufacturing industries at eco-
nomic zones and/or service industries in densely
populated areas will lead the Philippine economy
in the futures. One of the most important factors
in framing the future society of the Philippines is
GDP & population, For the base case, 5-6% an-
nual growth rate of GDP and 1.5% of population
is adopted by taking into account of the past
years  historical data, the nationwide port cargo
will increase 6-7% annually, Therefore, planning
for efficient utilization of port area would be one

of the vital considerable factors.

2) Considerations for Classification

In order to formulate nationwide efficient mar-
itime trunk routes, the rationale/importance of in-
dividual port development should be examined
in terms of the following principles, i.e. the
ports developed as international gateway port,
principal international trade port, major domestic
container port and Major port.

Currently Manila and Batangas is main interna-

tional gateway ports in capital region, In order
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to promote regional development at the middle
and south part of the Philippines, the strategic
development of international gateways at Visayas
area, North Mindanao area and South Mindanao
area is required,

It is also estimated that about 60% of domestic
container cargo are carried by long distance
RO/RO ferry vessels with passengers, while other
container cargo is carried by geared vessels. The
transportation cost of the latter is cheaper than
that of the former. The vessel speed of the lat-
ter, however, is slower than that of the former,
and extra time is required for cargo handling.
Thus, it is necessary to introduce high speed
container vessels and install quayside cranes to
enable more efficient container handling at
berths, Healthy competition between these two
transport modes is expected in future.

Meantime, while the volume of break bulk
cargo will increase steadily in the coming 20
years, bulk cargo will increase rapidly, However,
the majority of bulk cargo has been handled at
private terminals, On the other hand, almost all
break bulk cargo and some bulk cargo has been
handled at the same berth in public ports due to
limited port facilities, It is expected that this
mixed cargo-handling system will continue in
many public ports, since these cargo volumes are
not expected to greatly increase in future, Thus,
it is proposed that the public sector develop
"multi-purpose berths" to handle these kinds of
cargo in accordance with the demand for ports,
Since the great contribution of the private sector

is expected, in particular in the field of the im-

provement of bulk cargo handling operation,
public and private partnerships which coordinate
/ enhance private investment in cargo handling
equipment s /warehouses should be pursued,

In order to meet the cargo demand with mini-
mum negative economic externality related to
land traffic congestion, it is proposed that the
expansion of existing ports in Manila be avoided
as much as possible for the moment. Thus, the
non-consumer goods such as industrial materials
might be handled outside NCR, It is proposed
that Subic Bay port and Batangas port be devel-
oped intensively for this purpose.

There are also two major north-south inter-
modal  corridors  in  the  Philippines, i.e.
Pan-Philippine Highway and Strong Republic
Nautical Highway at present, It is proposed that
the RO/RO ports along the major corridors be
strategically developed.

Small and medium scale port development to
formulate maritime transport bases to support re-
gional society is another goal of the planning,
Ports which are not applicable to the principles
should also be developed steadily in accordance
with their demand.

While social economic development often re-
quires the concentration of resources in a specif-
ic area, it is desirable to pursue the development
of the nation as a whole,

In order to resolve these two contradictory issues,
it is necessary to promote "National Dispersion
through Regional Concentration" through the for-
mation of an effective intermodal network and

elicitation of regional growth potential.



A Study on the Competitiveness Improvement of Port Policy in the Philippines 67

Thus, it is proposed that RO/RO ports which
enhance the inter-regional and intra-regional mo-
bility of people and goods should be strategically
selected and developed.

An improved transportation system can not on-
ly secure a more stable daily life in remote is-
lands  but also contribute to  economic
development. Thus, for remote islands that have
a population of more than 5,000 in 2024 and ex-
isting port facilities, RO/RO ports should be stra-
tegically selected and developed considering the
growth potential of remote islands as well as the
accessibility to population centers in the main is-
lands and other islands.

Improving accessibility and supporting the pro-
duction activities such as fishery in remote is-
lands without port facilities and other isolated
areas can reduce regional gaps and contribute to
poverty alleviation, Thus, it is proposed that so-
cial reform support ports should be strategically
developed to form maritime routes linking the
isolated area / island and population center, to
support the establishment of population centers
within isolated area as well as to upgrade exist-

ing shipping services.

4, Institutional Reform on Port Administration

1) Establishment of National Plan for Port

Development Council (NPPD Council)

In order to avoid inefficient development of
the port network and / or duplication of invest-
ment, it is necessary to prepare the National

Plan for Port Development (NPPD), which is co-

ordinated with the plans of various port author-

ities/public port development bodies.

2) Simplified/Concentrated Role of PPA

Generally, a port authority has roles as a plan-
ner, a landowner and a regulator but not an
operator, According to the Medium-Term
Philippine Development Plan 2001-2004 (MTPDP),
PPA has a dual role as regulator and operator.
It is recommended the regulatory function be
transferred to an independent regulator, PPA
should stop collecting 10% of the cargo handling
tariff from the terminal operator and instead
lease the port facilities to the terminal operator,
In other words, PPA should retain its regulatory
function and divest itself of the operational
function, This would generate competition among

terminal operators and lead to the improvement

of port service,

3) Establishment of Regional Port Authority
and Philippine Port Administration Agency

According to  MTPDP, commercial deci-
sion-making, planning, and management of port
operations shall be progressively decentralized.
This direction should be pursued. When all RPAs
are established and begin to develop their own
ports in view of both the growth of their own
ports and the development of the hinterlands re-

lated to their ports,
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5. The Improvement of Port Management &

Operation

Except for major ports with large volumes of

cargo, cargo handling efficiency is not
satisfactory, Poor cargo handling efficiency is
mainly related to the cargo handling contract sys-
tem, which does not give enough incentive to
increase productivity, Terminal operators at do-
mestic trade ports do not have sufficient financial
capability to invest in equipment due to limited
revenue, Thus, following policies should be

implemented.,

1) Assistance in Procuring Cargo Handling

Equipment (Fund, Lease, etc)

Terminal operators in the Philippines do not
have adequate financial sources to procure
new/extra large-scale equipment, To expedite
mechanization, establishment of fund for cargo
handling equipment by slightly raising the cargo

handling charge need to be examined.

2) Strict Monitoring of Terminal Operator's

Productivity

Terminal operators report their efficiency to
port authority/public port development bodies.
However, the contents of the reports are some-
times inadequate, Thus, the criteria of evaluation

should be actually achievable and satisfactory

3) Setting the Port Charge

To improve berth utilization and cargo han-

dling efficiency, and promote ports and economic
activities in the hinterland, following tariff settings
should be introduced,

Unit of port tariffs, especially dockage at
berth/anchorage and usage fee, should be
changed from a daily basis to hourly basis, and
escalation fee for longer berthing vessels should
be introduced as well.

If a port has plural facilities and sufficient car-
go volume, "lease agreement" for specific berth
should be introduced. The agreement includes
the setting of "fixed fee" against the existing car-
go handling volume for leasing facilities, and
"variable fee" against the incremental cargo han-
dling volume.

Present tariff levels for both domestic ships
berthing and domestic cargo handling are set ex-
tremely lower than that required for financially
viable operation, Appropriate port tariff setting
will attract private investors & financial an

independent,

6. Other Relevant Policies

1) Simplification of Port Procedures

Documents related to port procedures are not
integrated, A system to integrate documents on
port procedures needs to be introduced, and
DOTr should take the initiative in establishing

this system,

2) Promotion of Security Measures for Port

Facilities

One of the issues to be tackled is to secure
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the port security standard based on the provi-
sions of the SOLAS convention, and the other is
to cope with the United States' CSI and 24-Hour
Rule with introducing risk management system in

port security,

3) Modernization of Port Statistics

Effective national port system planning, cargo
volumes from all ports including port authorities
& public port development bodies need to be

compiled and properly classified.

4) Implementing Navigation Safety

Measures

Implementation of navigation safety measures
of VIM/VTS including development of navigation
aids, enforcement of rules and regulations should
be strengthened to avoid a number of sea

casualties,

5) Investment and Financing

Under the very tight financial situation of the
national and local governments in  the
Philippines, financial strategies for public port de-
velopment should be urgently taken to accelerate
necessary port investment as effectively as
possible.

Port investment must be appropriately shared
between the public and private sector, and all
available financial resources ranging from foreign
loan to private own funds, should be con-
solidated to the most prioritized projects in the

Philippines, The policies are required as follows,

ie. efficient utilization of existing facilities, ap-
propriation of internal funds or cross subsidy,
port charge normalization, appropriation of low
interest domestic loan, further acceleration of pri-
vate sector participation, bond issuing for port
investment in the long run, appropriation of low
interest foreign loan and expansion of the na-
tional government's infrastructure investment,

The appropriate strategies are pointed out as
tax incentives, lowering of port fee paid by a
terminal, operator to a port authority/public port
development, new fund for port development,
appropriate  port tariff = structure and joint

ventures,

VI, Conclusion

This study is to focus on the improvement of
port management policy by analyzing deterrent
factors in the Philippines, The country which
consists of more than 7,000 islands with 26 PMO
and 82 TMO offices nationwide, However, there
are a lot of areas to improve and be changed.
This paper provides proposals in order to im-
prove the management policy with regards to
ports in the Philippines, which can be summar-
ized as bellows.

1.According to the analysis of port com-
petitiveness, Manila, the representative port of
Philippines, is on the most inferior situation com-
paring to the neighbour countries in terms of in-
frastructures and evaluation factors such as port
location, cargo volume, port service and port

cost, etc. Therefore, it implies for the govern-
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ment to design an appropriate political solutions
to improve the port facility and management sys-
tem especially in the era of digitalized e-navi-
gation paradigm and autonomous vessel oper-
ation environment,

2.Priority concepts to be focused together with
establishment of fast, economical, reliable and
safe maritime transport network accelerating the
development of national economy and formation
of maritime transport bases to support regional
society.

3. Improvement strategies to be recommended
in terms of planning as establishment of nation-
wide port development plan coordinated with the
plans of various port management public corpo-
rations, and port classification and planning prin-
ciples with  international gateway port, interna-
tional trade port, major port including RO/RO
port for major corridors and regional port.

Further, establishment of nationwide maritime
transport is needed by means of concentrated
development of specific international gateway
bases, improvement of domestic container trans-
port efficiency and port planning at the greater
capital region , etc. as well as formation of mar-
itime transport bases to support regional society
by enhancing the mobility and supporting the re-
mote islands development & the social reform.

4.1t is also important to refine the manage-
ment and operation way by means of  mod-
ification of port administration and establishment
of national plan for port development council in
order to formulate and/revise an important

/fundamental policies on port development.

Meantime an appropriate way for increasing
cargo handling efficiency should be taken into
account by means of longer cargo handling con-
tract period for operator with more than 15 years
and assistance in procuring cargo handling equip-
ment by establishment of corporate fund as well
as strict monitoring of cargo handling operator s
productivity and appropriate port tariff setting
From daily basis to hourly basis, and also addi-
tionally introducing lease contract with cargo
handling operator and reexamining port charge
are necessary.,

5.Refining investment and financing way is
considered as vital for proper investment scheme
and financial resource allocation for feasible port
development

Proposed financial policies for public port de-
velopment is recommended as effective utilization
of existing port facilities, acceleration of private
sector participation, deregulation and financial as-
sistance to private sector, cross subsidy within
port authorities, utilization of foreign loan, in-
troduction of port tariff based on clear-cut bene-
ficiary-payment principle and utilization of na-
tional fund/foreign fund procured by national
government for lower profitable projects.

Meanwhile, am acceleration of private sector
participation to port projects is needed to pro-
mote the development of international container
terminal based on concession agreement etc. in-
cluding cargo handling business through convert-
ing break bulk cargo handled at public ports to
bulk cargo.

The additional policy promotion way is recom-
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mended by the tax incentives, lowering of port
tariff, joint ventures in public & private sector,
new fund inducement in port development and
appropriate port tariff structure, etc,

Furthermore, as a developing country, it is
suggested that the Philippine government may
bench mark the example of Korean overall port
administration and governance structures as a
good model for developing its port infrastructures
since most of Korean ports has achieved a suc-
cessful results through a various stage of policy
mixtures such as public and privatization oper-
ation of the local ports with positive inducement
of foreign investment, etc.

Finally, this study has a researching limit on
demonstrating the specific political implications
on the small and medium sized local ports of
the countries due to lack of quantitative field da-

ta, which will remain a future studying task.

References

Borna Debelic, Sinisa Vilke and Sasa Milanovic(2016),
port Competitiveness and Ecological Impact of
Logistics Activities: A Case Study of the Port of
Ploce, Proceedings of The 16th International
Scientific ~ Conference  Business —Logistics — in
Modern Management, pp.345-367.

Cho, Gun-Tae, Cho,
Haen-Soo(2003),

sion-making, Dong-Haen publisher, 5.

Yong-Gon and  Kang,

Analytic  Hierarchy  deci-

Dong-Wook Song and Sung-Woo Lee(2016), Port

Governance in Korea, Research in
Transportation — Business &  Management,

pp.27-37.

DeSa Rathman, Edvard Tijan and Alen Jugovi¢(2016),
Improving the coastal line passenger traftic
management system by applying information
technologies, Scientific Journal of Maritime
Research, Vol.30. pp. 12-18.

Dr. Jean-Paul Rodrigue and Dr. Joseph Schulman
(2017), The

Investments, Journal of Port Management

Economic Impacts of Port

Policy, pp. 11~18,

Francisco, Kris A.(2016), The Impacts of
Roll-On/Roll-Off ~ Transport ~ System in the
Philippines, Philippine Institute for

Development Studies, pp.1~30

G. S. Dwarakish and Akhil MuhammadSalim, (2015),
Review on the Role of Ports in the
Development of a Nation, Aquatic Procedia,
Volume 4, pp. 295-301.

H. Meersman and E. van de Voorde(2014), Port
Management, Operation & Competition: A
Focus on North Europe, Journal of Port
Economic and Management, pp.775-781.

H.  Yousefi(2013),

Development:

Strategic ~ Planning  for  Port

Improvement  of  Container

Transit from the Iranian Southern Ports
Terminals, the International Journal on Marine
Navigation and Safety of Sea Transportation,
Volume 7, Number 3, pp.233-245.

J. Jeevan, H. Ghaderi, Y. M. Bandara, A, H.
Saharuddin N, and M. R. Othaman(2015) The
Implications of the Growth of Port Throughput
on the Port Capacity: the Case of Malaysian
Major Container Seaports. [nternational jJournal
of e-Navigation and Maritime Economy, Vol.
3. pp. 84-98.

Japan International Cooperation Agency(2004), The
Study on the Master Plan for the Strategic
Development of the National Port System in
the Republic of Philippines, 7he Overseas
Coastal Area Institute of Japan, pp,24-32.

KAAN(2016), Updating of the Master Plan on the

of Aids to

Developments Navigation  in



72 s2ainiAn|atelx|, X34% X3S

Philippines, Korea International Co-operation
Agency, pp.25-46.

Philippine Port Authority Statistics(Yearly).

Philippine,  Political ~ Bullets of Department of
Transport(Yearly).

Philippine Maritime Industry Authority Statistics(Yearly)

Peter Olesen, Iskra Dukovska-Popovska, and
Hans-Henrik ~ Hvolby(2012).  Improving Port
Terminal  Operations  through  Information
Sharing,  9h  Advances in  Production
Management Systems(APMS), pp.45-49.

Rhodes, Greece.  Springer(2013), Advances  in
Production Management Systems, Competitive
Manufacturing for Innovative Products and
Services IFIP Advances in Information and
Communication Technology, AICT-398 (Partll),
pPp.662-669.

Tran, Hai, Cahoon, Stephen and Chen, Shu-Ling(2011),
A Quality Management Framework for Seaports
in their Supply Chains in the 21st Century.
The Asian Journal of Shipping and Logistics,
Vol, 27, Number 3, pp.363-386.

Thi-Yen Pham, Hye-Min Ma and Gi-Tae Yeo,
Evaluating the Competitiveness of Container
Terminals in the Northern Vietnam from
Perspective ~ of  Shipping  Lines,  Korea
International Commerce Review, Vol 31, No.4,

2016, pp.397-415.



=

‘_.'

2

A Study on the Competitiveness Improvement of Port Policy in the Philippines 73

2 A7 5He dejdd kA £y AAY Aug A3 FAA AAS =& g A
ojt}. dzjHe 7H“‘E*‘5#°EH o FE 5% FES BANEE FASKL 3len, ofd wt ve]
FAA AT S 14 - 24 FEEE FAsH ST Sle FA vk a2y old 5
ZrbolE Epata B 5 lxel Ade ufhe doket Age) ez old hgk mrk AAH
WAL FAAWo) AFE HBol, B ATINE AP /S AESe] HES EO S &
25k, A BT dx) 7 9 J1BERNE 958 YrAE 3 WS JdERE 59
A ARE waste] YUl Asjacle madslc 2 A 3 el Hed AR AAe
24 2ok Z3E =2 HEz deda) E?J glute] Exlol 2ojo H3H a]ﬁ]-o]—zﬁsu x%i—;d oz
WA agusel ZAd me Soo, Badel gl BE £919 3u 2 ALREE Ao
AR F871H B FARA T ZAe] dgsitte AR AXKE AN £ S&&’il‘%.

TAol: Hejd, v, FH, A, A2, AHP,






