
INTRODUCTION 

I. INTRODUCTION 

A. Background and purpose of the proposed study 

As trade barriers are dismantled and logistics service requirements and costs increase, 
multinational companies (MNCs) have been changing the ways they source material, 
manufacture and distribute products. MNCs are searching for industrial and logistics centres 
where repackaging, labeling, bar-coding, light assembly and other value-added services to 
merchandise in transit can be provided. Most advanced ports are vying to attract international 
business, and logistics centres. The success of a port in this context depends to a great extent 
on its ability to attract global, regional and local centres for various types of high-value 
activities. These value-added activities in the port sector play a key role in ensuring the 
lasting economic growth of a port and its hinterland. 

The ESCAP region is unique in its combination of economic and social development. 
Each country in this region has been developing healthy economic ties not only on a regional 
basis but also with those of other regions, mainly through maritime transport. The majority of 
countries have the geographical potential to establish and develop ports that would be viable 
logistics centres. However, despite the rapid industrialization and modernization of the port 
sector in this region, the sector has been inefficiently managed, over regulated, and 
constrained. The region’s ports have not put sufficient effort into developing the level of 
efficient value added services that today’s port users demand.  

The construction costs of logistics facilities such as ports and warehouses are 
relatively low at most of the region’s ports, in comparison to ports in developed countries. At 
the same time, they have some serious drawbacks, namely their inability to perform certain 
logistics functions which shippers and carriers require. 

Now more than ever, with the rapidly changing business environment of the shipping 
industry, a port’s success today does not guarantee its success tomorrow. Accordingly, one of 
the primary concerns of every port authority should be to examine ways of optimizing its 
competitive advantage. As this research shows, a port can gain a sustainable competitive 
advantage by attracting greater value-added activities while bringing down operating costs. 
The overall benefits of having a logistics centre for providing value-added logistics services 
are evident in the examples of successful logistics centres at the ports of Rotterdam and 
Singapore, as well as several Japanese ports. These ports regard the logistics centre function 
to be as vital as the traditional cargo-handling function in promoting the port as a full-fledged 
logistics hub.  

The Port of Rotterdam has been remarkably successful in attracting European 
Logistics Centres (ELCs) and related economic activities into the port area. In fact, the 
Netherlands has attracted nearly 60 per cent of all the ELCs of Asian and North American 
MNCs with operations in Europe. Many of the foreign firms that had established an ELC in a 
port in the Netherlands later decided to move their European headquarters, customer call 
centres and R&D centres to the Netherlands. This is one of the important reasons why the 
Netherlands has been able to sustain a relatively high economic growth rate in spite of the 
intensely competitive environment in the European market. 
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The Port of Singapore has also achieved phenomenal success by becoming a transport 
and logistics centre, and by attracting foreign logistics firms and the manufacturing/assembly 
plants of multinationals. Transport experts contend that Singapore may not be superior to 
some of the other countries in the ESCAP region in terms of geo-economical strategic 
position such as centrality and intermediacy. Instead, Singapore has been mainly because it 
has built up transport capacity ahead of demand, and because of its business-friendly 
economic and social environment. 

In addition to these premier global ports, there are relatively smaller ports that are 
developing themselves as regional logistics centres, including Le Havre, Rouen and 
Barcelona in Europe. Le Havre is pouring substantial investment into logistics parks in the 
hope of attracting carriers and shippers. In the Port of Rouen, where most of the land set aside 
for logistics service has already been leased out, the logistics zone has attracted business 
rapidly by offering shippers savings on their transportation, storage and personnel costs. An 
even more successful story can be seen in Barcelona, which created a logistics zone in 1992. 
Forty companies have set up shop at the site, generating 9,000 jobs, and substantial economic 
activity and revenues. 

Although the above-mentioned ports have been very successful in developing and 
retaining maritime transport hubs, the commercial development of a port as a logistics centre 
is not limited to only first- and second-tier ports. Indeed, there are many opportunities for 
small ports to function as logistics centres by making extensive use of their location and land 
holdings. A number of smaller ports on the west coast of North America have grown by 
converting land no longer used for marine cargo handling into logistics centres and foreign 
trade zones. The Port of Astoria, the Port of Longview and Port of Vancouver (in the United 
States, not in Canada) have drawn in multinationals by developing new logistics centres on 
land that was formerly used for commercial marine operations. As such, a substantial portion 
of their revenue now comes from property and facility leasing. The Port of Olympia has also 
developed a logistics centre and is using it to its advantage. Though decreased ports-of-call 
mean that fewer than three-dozen ships call each year, business is booming. The port’s New 
Market Distriparks have already attracted 47 businesses by taking advantage of the excellent 
transport access and intermodal links. Research findings suggest that, while ship calls and 
cargo handling are still important success factors, they need no longer be the prime focus of 
small ports overall business strategy.  

Recently, there have been many attempts in the ports of the ESCAP region to shift 
their emphasis from traditional cargo-handling services to value-added logistics services in 
order to remain competitive in the regional market. Bangkok Port is one of the most recent 
examples. In the face of fewer ports-of-call, Bangkok Port is seeking out measures to expand 
the range of logistics services provided in the port area, in order to boost its revenue and 
survive in today’s business environment. Major Chinese ports such as Shanghai and Tianjin 
are also aiming to establish regional logistics centres by providing in-flow services, storage of 
material, and other value-added services to meet the anticipated requirements of customers. 
In particular, Shanghai has embarked on its plan to become an international shipping and 
logistics centre in East Asia, as part of the new 10th Five-Year Economic and Social 
Development Plan. To keep pace with the newly emerging logistics business opportunities 
and become a transshipment and supply chain hub in the region, major Korean container 
ports such as the ports of Gwangyang and New Busan are also focusing on developing world-
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class logistics centres in the port areas. The Government of the Republic of Korea has in this 
regard enacted The Act on Designation and Management of Customs-Free Zones for 
Fostering International Logistics Centres, and announced an enforcement ordinance in 
March 2000.  

The main purpose of this study undertaken by the ESCAP secretariat is to develop 
strategies and guidelines that would help ports in the region to become regional or national 
logistics centres equipped with sophisticated logistics capabilities and innovative forms of 
logistics systems. In achieving this objective, it would be extremely useful for ports in the 
ESCAP region to learn from successful examples and best practices of ports as logistics 
centres, within and outside the region. 

In this regard the issues to be addressed should include the following: 

• What are the key factors for success? 
• What roles have policy makers, the port authorities, and related industries played? 
• How were legal and institutional barriers dealt with? 
• How have governmental procedures in port operation and management been 

streamlined? 
• How have advanced technologies, including telecommunications and information 

systems been adopted in order to enhance the efficiency of logistics and 
transportation systems? 

 
ESCAP has thus conducted case studies of the world’s leading ports of Rotterdam and 

Singapore, both of which have succeeded in transforming themselves into global and regional 
transport and logistics hubs. In addition to these first-tier ports, we have also examined the 
experiences and lessons to be learnt from several Japanese port in developing themselves into 
second-tier logistics centres. During this study, the ESCAP secretariat visited the ports of 
Tanjung Pelepas, Shanghai, Nagoya, Tokyo, Singapore and Ho Chi Minh. Then, based on the 
papers presented at the regional seminar on Commercial Development of Regional Ports as 
Logistics Centres, we have attempted to identify legal, institutional, technical and financial 
bottlenecks or barriers to the ports of the region.  

 
During this study, we have been convinced that VAL services at logistics centres will 

become a source of growth for regional ports when added to the traditional port functions. 
The keys to its success, however, depend on a systematic approach based on a long-term 
perspective, and pursuing win-win strategies, in which both the users and port are able to 
share the profits of development. 

 
B. Report structure 

 
Chapter II provides the backdrop for an analysis of the commercial development of 

logistics centres in the ESCAP region, beginning with a description of changes in the 
environment of the shipping business and how these changes have impacted ports. Special 
attention has been given to the following issues: (i) Changes in business practices, such as 
globalization in production and distribution; (ii) Two trends that will significantly affect the 
future of shipping and port systems in the ESCAP region: steady growth in the size of vessels, 
and the formation of carrier alliances and mergers; (iii) Advances in technologies that will 
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impact ports in the ESCAP region, particularly information technology, which is expected to 
have a revolutionary impact on ports, much like containerization four decades ago. Electronic 
commerce will also spur demand for shipping and port services by increasing trade in the 
ESCAP region.  

Chapter III reviews the major functions, facilities and operations of a value-added 
logistics centres, and describes and analyzes the factors that determine the location of 
logistics centres. Since shippers and logistics service providers select individual ports not 
only based on their cargo-handling capabilities but also their value-added logistics services, 
these services become a powerful means of achieving sustainable competitive advantage in 
the current market. 

In order to learn from best practices in the ports sector, chapter IV will analyze case 
studies of the world’s leading ports, such as Rotterdam and Singapore, which have succeeded 
in transforming themselves into global and regional transport and logistics hubs. In addition 
to these first-tier ports, the experiences of several Japanese ports in developing themselves 
into second-tier logistics centres will be examined. 

Chapter V lists major developments of logistics facilities in the ESCAP region. It also 
identifies the opportunities and problems for ports in the ESCAP region.  

Based on analyses of the rapidly changing logistics environment and case studies, 
chapter VI will formulate guidelines for the types of strategic, institutional, and 
administrative practices required in order to build ports as logistics centres. Since 
infrastructure capacity is an important element in the development of a logistics centre, the 
issue of financing is another important issue to be dealt with in this chapter. 
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