
11
Policies with respect to
institutions and people

11.111.111.111.111.1 RRRRRestructure of government agencies toestructure of government agencies toestructure of government agencies toestructure of government agencies toestructure of government agencies to
have have have have have an intermodal focusan intermodal focusan intermodal focusan intermodal focusan intermodal focus

11.1.111.1.111.1.111.1.111.1.1 The challengeThe challengeThe challengeThe challengeThe challenge

Most ESCAP governments have a number of different groups providing
advice and services in transport. These groups are often, for reasons of
history and early development, specialist in one particular transport mode.

Developing a multimodal focus and understanding in government is an
important step in developing intermodal networks, as modal interest
groups are often quite effective in gaining funding and support for their
interests, which may hamper the development of other multimodal
networks.

11.1.211.1.211.1.211.1.211.1.2 PPPPPolicy guidelinesolicy guidelinesolicy guidelinesolicy guidelinesolicy guidelines

Governments can achieve an intermodal focus by amalgamating existing
modal groups within the bureaucracy. The practice of forming new
intermodal groups is not recommended as it appears to leave existing
power structures in place and they compete with the new intermodal
groups for attention and funding.

11.211.211.211.211.2 RRRRRedefining the role of portsedefining the role of portsedefining the role of portsedefining the role of portsedefining the role of ports

11.2.111.2.111.2.111.2.111.2.1 The challengeThe challengeThe challengeThe challengeThe challenge

The roles and activities that port authorities undertake are often a function
of their historical role in the economic development of the country. The
investment required to establish and develop port infrastructure is usually
so large that in the past government has undertaken it. This means
publicly owned port authorities have a history of providing facilities that
are limited to waterside infrastructure such as shipping channels and
navigation aids and landside infrastructure, including wharves and
terminal facilities.

In some cases port authorities have been the providers of service, but this
service has been circumscribed by the waterside and landside facilities
that have been developed. In other cases, port authorities have had an
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even more limited role. Acting as landlords, they have rented land to
operators, but have had no involvement in service provision and very
limited involvement in planning. A third alternative model of port
authority management is a more strategic one in which the port authority
is responsible for managing the landside and waterside assets and has a
role in developing the long-term future of the port. In addition, the port
has a wider role in ensuring that enhanced economic outcomes are
achieved. With this model it is common for the terminals and other port
facilities to be operated by the private sector.

It is this third strategic manager model that is most conducive to the
extension of the port authority’s role beyond the provision of waterside
and landside functions. The third model encourages growing the port’s
business by reaching inland markets through the provision of an intricate
range of intermodal services along the transport chain.

Over the past decade there has been a significant move towards private
ownership and operation of ports throughout the world, in part as a
mechanism for driving a more commercial and strategic approach to port
management.

Among ESCAP countries, port privatization has occurred in a range of
countries such as Malaysia, the People’s Republic of China, Thailand,
Bangladesh and India. However, in most countries privatization tends to
be limited to specific terminal facilities, with a considerable degree of
public sector involvement being maintained in many of the ports. In a
survey of 188 major and medium sized container ports throughout the
world, carried out in 1998/99 by the International Association of Ports and
Harbours, 92 per cent of respondents were public organizations, 71 per
cent were either a public agency or corporation, and only 7 per cent were
private companies. Of this last mentioned group, over two thirds had a
government shareholding varying from 60-100 per cent.1 In the main, the
ports that intend to increase private participation are not transferring
property rights to private owners but just the provision of port assets and
services.

11.2.211.2.211.2.211.2.211.2.2 PPPPPolicy frameworkolicy frameworkolicy frameworkolicy frameworkolicy framework

As most ports continue to be overseen by bodies established by legislation
and controlled by government, it is important that these bodies are
appropriately constituted and have sufficient powers to meet the challenge
of the changing role of the port in the logistics chain. The case study
material contained in Section A of this report suggests that this will
require, amongst other things:
1 Baird A, Privatisation trends at the world’s top-100 container ports, Maritime

Policy & Management, Volume 29, Number 3, July-September 2002, page 272-284.
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a commercial orientation and a considerable degree of autonomy,
balanced by clear accountability for outcomes;
the ability to become involved in initiatives that extend beyond the
geographical boundaries of the port; and
the ability to become involved in partnership arrangements with other
public and private sector organizations.

A key task in establishing a new policy framework for the ports is to
define their focus, their responsibilities and the boundaries that should be
imposed on port operations and interests. The settings of boundaries are
crucial, as they will legitimize what the port can consider to be within its
interests and how it may act in meeting the requirements of its
stakeholders.

Key boundaries that should be set include:

responsibility to act in upstream and downstream activities;
ability to manage financial affairs, including:
– borrowing limits and practices;
– cost recovery mechanisms and limitations to manage competition.

For many traditional port organizations, preparing for a future in which
hinterlands are more fluid and are continually being redefined by the
interplay of port competition will require a number transformational
activities that will require government action. These include:

legislative and regulatory amendments which will set the policy
settings for the port;
communications strategies that will address both internal and external
audiences;
capacity review, including identification of new tasks and functions
and those no longer required; and
internal restructuring, including the merging and removal of non-
relevant tasks and functions.

11.311.311.311.311.3 Labour IssuesLabour IssuesLabour IssuesLabour IssuesLabour Issues

11.3.111.3.111.3.111.3.111.3.1 The challengeThe challengeThe challengeThe challengeThe challenge

To move to a broader set of responsibilities, many traditional ports of the
ESCAP region will need to address a number of significant structural,
operational and cultural changes. Bureaucratic structures and restrictive
work practices related to functions such as ship berthing, loading,
unloading and storage of cargo, and customs processing do not well
support a competitive strategy that is based on fast, efficient and flexible
throughput of cargo.
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The consequences of failing to adapt effectively can be severe. At the ports
in Bangladesh, for example, attempts to encourage private sector
participation depend on the implementation of a number of organizational
reforms, but workforce resistance is delaying these. Frederick T. Temple,
World Bank Country Director for Bangladesh has recently said that:

All three major ports – Chittagong, Mongla, and the river port of Dhaka-
Narayanganj – suffer from overstaffing, labour strikes, cumbersome customs
procedures, out-dated and inefficient work rules, and out-dated and inflexible
management practices. Private participation in the sector is likely to be very
limited until the labour force is restructured in line with realistic operational
requirements and until steps are taken to increase productivity.2

However, progress implementing the reforms has not been smooth over
the last five years. Attempts to achieve greater port authority autonomy
and private sector participation in port development and operations
reached an impasse in 2002 because of industrial disputation among port
workers and the ADB was not prepared to undertake the project until the
government of Bangladesh had resolved the disputes. Similar problems
led to Stevedoring Services of America (SSA) withdrawing from the
planned development of a new Container Terminal at Chittagong Port in
May 2003, when port workers’ unions and local politicians opposed the
project ‘because of fears that it would lead to massive layoffs’, and
because the approval process was believed to be ‘inadequately
transparent’.3

11.3.211.3.211.3.211.3.211.3.2 PPPPPolicy guidelinesolicy guidelinesolicy guidelinesolicy guidelinesolicy guidelines

Redundancy practices

One of the important ways in which governments can promote labour
reform in Asian ports is to establish policies that provide social safety net
practices designed to give port employees some employment security and
financial protection in the event of reforms making their jobs less secure
or redundant. These safety net measures could include:

defining minimum redundancy payment levels and conditions that
ensure that port workers’ rights and interests are appropriately
addressed according to international labour standards;

2 Ministry of Shipping and Infrastructure Investment Facilitation Center (IIFC):
August 20, 2001, Workshop on Private Investment Opportunities in Shipping
Sector of Bangladesh to Raise Investor Awareness, Speech by Frederick T.
Temple, World Bank Country Director for Bangladesh.

3 Reported in BBC World Edition, Tuesday, 20 May, 2003, 10:09 GMT 11:09 UK,
http://news.bbc.co.uk/2/hi/business/3040771.stm
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introducing into the country’s industrial relations laws transmission of
business clauses, which define minimum employment conditions that
must be upheld by a private company taking over a port that was
owned either by the government or another private operator and its
employees;
Alternatively, the transmission of business provisions could hold the
new owner to industrial agreements that were reached between the
employees and their previous employer until they were no longer
current or until each of the parties agrees to negotiate a new
arrangement if this is before the existent agreement ceases to be
current; and

participation of labour in workplace reform and customer service
initiatives.

Throughout the 1990s one of the key ways in which much needed labour
reforms were introduced throughout European, British and Australian
workplaces was by encouraging the widespread participation of the
workforce and their labour unions in the design and implementation of
organizational change. Participation was achieved through the
establishment of consultative committees representing management,
employees and unions and mandated to contribute to work unit
restructuring and work process improvements as well as decisions about
training and development plans. Governments can promote this type of
participation by:

providing financial incentives to the port authorities and other
transport providers on the basis of their introduction of participative
practices;
sponsoring active research into organizational change and participative
work practices;
acting as facilitators between the port authority managers and their
workers in consultative processes;
encouraging the port authorities to act as facilitators of workplace
change among the other transport service providers on whom they are
dependent in their development of intermodal linkages;
providing guidance to the port authorities on participative work
practices; and
reforming the employment and industrial relations laws so that they
are oriented towards greater worker participation in organizational
change.

It is also important to give port managers and employees the opportunity
to work in collaboration with other port service providers and other
intermodal partners, both within the port and in rail and road transport
organizations, in projects in which all of the parties are focused on finding
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ways of improving intermodal transport services and building their
markets together.

Performance management practices

One of the ways in which organizational and individual accountability can
be encouraged in port organizations is through the application of
systematic performance management practices. These should be based on
the port organization’s strategic and operational goals, which should
cascade down into work unit and individual performance targets.

At an organizational level the port’s goals and key performance indicators
should embrace service delivery commitments that are explicitly
negotiated between the port and its customers as service agreements. Then
these commitments can be translated into negotiated agreements between
the port managers and their employees, either in the form of a collective
agreement or individual performance agreements.

The impact of performance management practices can be strengthened if
they are used as a tool for promoting ongoing communication and
cooperative problem-solving between managers and employees and
between these parties and the port’s customers and collaborators.

11.411.411.411.411.4 Enhanced commercial awareness and skillsEnhanced commercial awareness and skillsEnhanced commercial awareness and skillsEnhanced commercial awareness and skillsEnhanced commercial awareness and skills

11.4.111.4.111.4.111.4.111.4.1 The challengeThe challengeThe challengeThe challengeThe challenge

The practice of outsourcing the movement of cargo to third or fourth
party logistics specialists is an emerging trend in China, and one that is
occurring in response to the rapid development of the manufacturing
sector in this country:

A lot of manufacturing industries have been moved to the Pearl River Delta
(PRD) area of southern China…So most of the freight transportation and
logistics providers are moving north of Hong Kong to meet the new demand
there. The market in the PRD is huge and has very high growth potential.4

Keen to get their products to their markets as quickly and cheaply as
possible, major manufacturers, including those moving into China from
overseas, are demanding increasingly sophisticated intermodal services.
According to Lau: ‘Not so many of those manufacturers or trading
companies have regional connections or competency to provide this high-
demand service’, and third-party logistics companies are stepping in to fill
that need.
4 Gilbert W.K. Lau, managing director of Hong Kong’s Oriental Logistics

Company, cited in Global Logistics, 3PLs orient themselves to Asia, Global
Logistics, by Richard Knee, Logistics Management, September 1, 2003, at http://
www.manufacturing.net
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In other Asian countries there is also an emerging demand for logistics
services provided by third party specialists, but it is not coming from local
manufacturers but from their overseas customers. According to Lynnette
McIntire, director of public relations for UPS Supply Chain Solutions in
Atlanta, the 3PL concept is taking root but slowly:

There’s still some resistance, because most manufacturers are somewhat locally
or regionally focused. They’re used to dealing with a very fragmented market.
They use different people for different services and different geography,
and they may be managing their distribution internally.5

The demand for door-to-door service with a tight turnaround is already
being addressed in highly industrialized countries such as Japan;
Singapore; Republic of Korea; Hong Kong, China and Taiwan Province of
China, where the technology infrastructure and financial systems are
strong and the market for logistics is well established. The standard of
service being delivered in these countries is already setting the benchmark
for a demand for similar services in countries such as Indonesia, Viet
Nam, Cambodia, and Thailand, where logistics management is still
relatively immature, but where an explosion in intra-Asia distribution and
domestic consumer demand will require highly effective and efficient
intermodal transport services between ports and their hinterland markets.

Damon Newquist, manager of marketing and pricing for the Americas at
Japanese freight forwarder and 3PL Kintetsu World Express notes that:

High-tech companies that manufacture in Asia have pushed especially hard for
3PLs to handle their logistics needs in developing nations. Today, these are
typically low-level service requirements, but as global competition increases,
demand for new, innovative solutions is becoming more routine….‘This is driven
largely from the high-tech industry, where companies like Dell are strong-arming
their way up the supply chain to drive out cost while meeting consistent quality
and delivery schedules.6

Challenges faced by port managers therefore include the difficulties of
understanding the competitive drivers of intermodal transportation of
cargo or the complex and intricate network of relationships between cargo
producers and owners and the various other logistics and customs players
in the transport chain.

One of the key organizational limitations on the development of
intermodal logistics networks capable of facilitating growth of trade and
extending the hinterland markets of ports is a lack of awareness of the
competitive importance of logistics, and, as a consequence of this, the low

5 Ibid.
6 Ibid.
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priority given to logistics in executive decision making. This problem can
extend beyond predominantly government managed ports, railways or
road authorities to private companies and their executives. Many of the
third party logistics specialists that operate in Asia are from Europe or
North America. They still tend to rely on their own staff for senior
management roles or have their local staff educated in foreign universities.
Hence there is a lack of a locally educated Asian talent pool.

11.4.211.4.211.4.211.4.211.4.2 PPPPPointers to the way forwardointers to the way forwardointers to the way forwardointers to the way forwardointers to the way forward

The demand for regionally educated logistics professionals is starting to
be addressed with Asian universities beginning to offer logistics
programmes at places such as Hong Kong University, and an increasing
number of Asian graduate students are:

choosing to study industrial engineering with a concentration in logistics
and supply chain management. The recent establishment of the Hong Kong
Roundtable of the Council of Logistics Management is another encouraging
sign that professional development is becoming a higher priority in Asia.7

Some observers still point out that before local skills and expertise can
flourish there is a need to overcome shippers’ tendency to keep internal
control on logistics management.

11.4.311.4.311.4.311.4.311.4.3 PPPPPolicy guidelinesolicy guidelinesolicy guidelinesolicy guidelinesolicy guidelines

Governments can promote ongoing improvement in the level of
commercial acumen of port managers and the managers of other
organizations that play a role in delivering intermodal services through:

financial and other sponsorship of tertiary education programmes and
curricula;
supporting public-private sector initiatives that aim to raise the profile
of intermodal excellence; and
establishing standards, facilitating the development of industry codes
of conduct and supporting quality improvement programmes.

11.511.511.511.511.5 Enhancing the professionalEnhancing the professionalEnhancing the professionalEnhancing the professionalEnhancing the professional
standards of officialsstandards of officialsstandards of officialsstandards of officialsstandards of officials

11.5.111.5.111.5.111.5.111.5.1 The challengeThe challengeThe challengeThe challengeThe challenge

While the removal of formal impediments to the efficient international
movements of cargoes is an important prerequisite for the extension of
port hinterlands, it will not in itself achieve a great deal unless the
officials responsible for administering border control procedures
understand the importance of their role, and are committed to the goal of
improving logistics efficiency.

7 Ibid.
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11.5.211.5.211.5.211.5.211.5.2 PPPPPolicy guidelinesolicy guidelinesolicy guidelinesolicy guidelinesolicy guidelines

Governments can contribute to the effectiveness and efficiency of border
crossing administration by establishing regulation of professional
standards and promoting skill development among staff working in cross
border roles and by giving recognition to the qualifications and experience
of foreign nationals who are engaged in the transportation of goods.8

11.611.611.611.611.6 PPPPPolicies with respect to environmentalolicies with respect to environmentalolicies with respect to environmentalolicies with respect to environmentalolicies with respect to environmental
and social issuesand social issuesand social issuesand social issuesand social issues

11.6.111.6.111.6.111.6.111.6.1 The challengeThe challengeThe challengeThe challengeThe challenge

Increasingly, administrators, managers and governments are being forced
to consider the impact of their operations on the social well being of
nearby communities and environmental conditions. With ports being
located in cities, and in very crowded cities such as Bangkok, Manila and
Jakarta, the effect of poor transport infrastructure on the movement of
cargo is further exacerbated by crippling levels of traffic congestion. While
ports, railways and road transport organizations throughout developed
economies have made significant strides in addressing their impact on the
environment, this is not the case for ports and other transport operators
in many Asian countries.

In developing strategies to improve port penetration of the hinterland,
ports in these countries are using the enhancement of economic and social
well being and the reduction of traffic congestion, noise and pollution to
support the argument for developing intermodal strategies that transfer
the transportation of containers from road to rail and move the container
transport task away from cities to inland container depots.

The addition of these broader objectives to their plans for growth mean
that ports, particularly in more developed economies, are increasingly
taking into consideration the social and environmental needs and interests
of a broad spectrum of community and government stakeholders as part
of the normal processes of port development planning. Such was the case
with the development of the Alameda Corridor in California and so too
has been the case with the plans for the development of the huge
Maasvlakte 2 terminal development project at the Port of Rotterdam over
the last five years. The aims of this project are to find space for the port
to grow and within the framework of the port development, to improve
the quality of the living environment.

8 WTO Council for Trade in Goods, 21 April 1998, Checklist of issue raised
during WTO Trade Facilitation Symposium, Note by the Secretariat.
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11.6.211.6.211.6.211.6.211.6.2 PPPPPolicy guidelinesolicy guidelinesolicy guidelinesolicy guidelinesolicy guidelines

In promoting the development of intermodal facilities that encourage
economic development of hinterland markets, governments in Asian
countries need to also promote the environmental and social benefits of
these transport infrastructure developments. They can, through a
combination of legislation, facilitation and incentives, integrate
environmental and social considerations into their land use planning and
master planning activities.

Legislation

Governments can have a significant influence on the behaviour of both
public and private sector ports by introducing laws that include
environmental and social impact standards in infrastructure development
and capital investment approval processes.

More importantly, governments can encourage innovation among these
transport players by defining outcomes-based standards rather than
prescriptive process-driven procedures. Important areas of consideration
could include the reduction in noise and pollution levels, road congestion
and transit times for significant urban and freight transport corridors, and
safe and efficient access to important public areas such as schools,
hospitals and workplaces.

Facilitation and incentives

Governments can provide financial incentives to ports and other
intermodal players for initiatives that reduce environmental impacts or
enhance social wellbeing, for example, by creating employment
opportunities or improving transport access for people. The incentives
could be in the form of access to capital for infrastructure development
projects or relief on taxation liabilities.

Governments can also show leadership on social and environmental
standards by:

making sustainable transport solutions a policy priority in their long-
term planning;
sponsoring research into environmental and social impact studies
related to transport;
providing guidance to port authorities and other intermodal players on
stakeholder engagement and community consultation practices;
forming partnerships with ports and other intermodal operators to
bring them together with community groups to explore ways of developing
intermodal facilities and systems that generate environmental and
social improvements as well as economic development; and
fostering the development of environmental and social impact reporting
for ports and other transport operators by recognizing excellent practice
in these areas.
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