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Analysis of the Characteristics of Container Ports in Busan Port

Using Industrial Organization Approach

Ko, Byoung-Wook - Kil, Kwang-Soo * Lee, Da-Ye

Abstract T —

In order for the users (shipping firms and shippers) and suppliers (stevedoring firms) in the
container terminal industry to win-win, it is necessary to have some appropriate diverse market
conditions for the industry. This study analyses the basic conditions and demand and supply char-
acteristics of the industry and investigates the market performance of Busan container ports,

First, this article analyses the basic characteristics of demand and supply. As the demand charac-
teristics, there are five ones such as 1) exogeneity of demand, 2) function as export/import trans-
portation and hub for transshipment, 3) increase of users’ bargaining power, 4) high substituting
elasticity, 5) reduction of volume growth. As the supply characteristics, there are seven ones such
as 1) inelasticity of supply, 2) homogeneity of stevedoring services, 3) over-supply, 4) adoption of
cutting-edge stevedoring technology, 5) scale economy and impossibility of storage, 6) labor market
rigidity, 7) enhancing port’s role in SCM,

In addition, this study conducts the so-called structure-conduct-performance analysis. For the
structure analysis, 1) lacks of scale economy in stevedoring companies, 2) high entry barrier, 3)
strengthening of shipping firms' bargaining power, 4) transitory permission scheme for tariff are
analyzed. For the conduct analysis, 1) price discrimination between export/import and transship-
ment, 2) mid-term length of terminal use contract, 3) continuous investment in equipment, 4) low
level of cooperation among terminal operating firms are derived. For the performance analysis, 1)
inequality in profitability, 2) reduction of export/import cost, 3) delay in adopting cutting-edge tech-
nology, 4) idle equipment are analyzed. Following this logical flow, the hypothesis that the market
structure influences the market conduct is tested based on the actual dataset,

As a future agenda in the conclusion, this article recommends the so-called port industrial

policy.
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