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ABSTRACT

The main objective of this thesis is to explore asdess the competitive advantages
of Thai container port (with a particular emphasisLaem Chabang) in comparison
with some other container ports in the region. fidsearch concentrates on answering
two significant questions: What is the condition obntainer port industry
environment in Thailand in relation to the compe¢itadvantages of Thai container
port? What specific criteria are important to tletemtial competitive advantages of

Thai container port in relation to the competitors?

The research needed to find the answers to thes&tigns has been done by both
gualitative and quantitative analyses. The fielddgt has been done through
guestionnaires and interviews, and customer regsomsve been analyzed to find the

level of competitive advantage performance by Toaitainer port.

The findings indicate that there is a negative Emment surrounding the multi-
dimensional Thai container port industry, but tteg level of competitive advantages

could be higher in the future.
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CHAPTER ONE

INTRODUCTION

1.1 INTERNATIONAL TRADE AND CONTAINER PORTS

Seaports and container shipping traffics are datieglobal transportation system.

Nowadays, they play an increasingly important iolenternational trade, and this, in
turn, is indispensable for economic growth and ghér standard of living for the
world’s population. Hence, international trade isrw important for all countries.
However, trade between countries cannot succeedhowit the services of

transportation, particularly the port services exed.

Sea transport is still conventionally accepted ks principal mode of cargo
movement between partners in global trading. Thasfulfill international trade

purposes, the economic benefits and efficiencyeaftensport is required.

Economically, the world trade statistics of gootensported by ship are shown in
Table 1.1. From 1985 to 2003, the rate of cargoenwnt has increased every year.
Significantly, the dramatic of increase from 4,0&lion tones in 1991 to 7,740
million tones in 1999, an increase of more thanp@@dcent, is very remarkable.
Consequently, as far as international trade is e@wowcl, container terminals are
recognized as the most significant node for hagdéind moving cargo through both
outbound and inbound traffic. This is based on fdet that “containerization has
grown to a point where trade without it now seemémaginable. Its simplicity,

standardization, cost effectiveness and fortunesnaxtricably linked to that of world

1

trade.” Paul further assumes that container port manageneels to understand the

behaviour of the shipping lines that dominate cowtézed trade who aiming to

provide shippers with something more than just@fmport service.

1
P. Avery, Strategies for Container Ports: a CaBystems report(London: IR Publication Ltd,
2000), p.13.




TABLE 1.1
WORLD TRADE DEVELOPMENT BY MARITIME TRANSPORT
(Unit : Million Ton)

YEAR LIQUID DRY TOTAL GROWTH
CARGO CARGO RATE %

1985 1459 1923 3382 0
1986 1514 1945 3459 2.28
1987 1506 1999 3505 1.33
1988 1587 2105 3692 5.33
1989 1692 2199 3891 5.39
1990 1755 2253 4008 3.01
1991 1750 2300 4050 1.05
1999 2068 5672 7740 91.11
2000 2163 5872 8035 3.81
2001 2174 5891 8065 0.37
2002 2129 5948 8077 0.14
2003° 2203 6168 8371 3.64

Source: United Nations Statistics Office, 2002.

In considering, the role of container port in seiwy international trade, it is
necessary to contemplate the intense competitioglaiifal business. Thompson and
Strickland 11l believe that business organizatioirs,expecting a high return on

economic investments, realize that winning businssategies are grounded in
. . 2 .
sustainable competitive advantag@& company has competitive advantage whenever

it has an edge over rivals in attracting custonagrs defending against competitive
forces. There are many routes to competitive adgmtbut the most basic is to
provide buyers with what they perceive as superadue — a good product at a low
price, a superior product that is worth paying mimre or a best-value offering that
represents an attractive combination of price,uiest quality, service, and other
attributes buyers find attractive.” From the tregmal perspective mentioned above,
therefore, container terminals are a key busineganization of international trade

and are facing the intense pressure of the intermatenvironment.

2
A. Thomson and J. Strickland Ill, Business Strgtékyeory and practicdNew York: McGraw-
Hill/lrwin, 2004), p.149.




1.2 THAILAND'’S CONTAINER PORTS AND INTERNATIONAL
TRADE

Thailand’s economic growth, as with other countriesbased on international trade.
Presently, Thailand is an efficient agriculturadamanufacturing products exporter.
Also, it is an importer of energy and capital produsuch as crude oil and machinery.
Therefore, international trade is very important ttee Thai economic system. As of
late, Thailand’s imports and exports of contairegtizargo is increasing remarkably.
The importance of container terminals in Thai in&ional trade is demonstrated in
Table 1.2. These statistics indicate that the amafngoods passing through
Thailand’s container terminals has increased bywarage of more than 10 percent
per year from 1998 to 2004. This implies an indregageliance on the use of

containers in transporting cargo in and out of Temel.

TABLE 1.2 CONTAINER TRAFFIC VIA THAI CONTAINER TERMNALS

(Unit : TEUS)
Bangkok Port Laem Chabang Port Total Grand |Growth Rate
Year | Inbound | Outbound | Inbound | Outbound | Inbound |Outbound Total (%)

1998 | 531693 582063 698071 726631 | 1229764| 1308694 |253845% 0
1999 | 498867 553699 850661 905206 | 1349528| 1458905280843 106
2000 | 512414 561103 1033287 | 1071975 | 1545701| 1633078| 3178779 132
2001 | 508030 561530 1148724 | 1163715 | 1656754| 1725245| 3381999 64
2002 | 516690 593871 1317910 | 1338741 | 1834600| 1932612} 3767212 114
2003 | 537338 636648 1541997 | 1505372 | 2079335| 2142020422135 121
2004 | 630894 687509 1767863 | 1762080 | 2398757| 2449589 | 484834¢ 14.9

Source: Public Relations Division, The Port Authpof Thailand.

Additionally, among Asia’s twenty largest of Asiaantainer ports in the period from
2001 to 2003, the United Nations reported that [ahdis Laem Chabang container
port has been ranked "12n Asia and 19 in the World. This ranking has supported
the perception that Thailand’s container termirtedse became more important for
the nation’s trade. Table 1.3 shows in detail #&krof the twenty largest container
ports in Asia from 2001 to 2003.



TABLE 1.3 TWENTY LARGEST ASIAN CONTAINER PORTS INGD1,
2002 AND 2003

(Unit: 1000 TEUSs)

Rank Port Country 2001 2002 2003 Percentage
World Asia TEUs TEUs TEUs growth
20022003
1 1 HongKong China 17900 19144 20450 6-82
2 2  Singapore Singapore 15520 16941 18100 6.84
3 3  Shanghai China 6330 8612 11370 32.03
4 4  Shenzhen China 5079 7614 10650 39.87
5 5 Busan Republic
of Korea 8073 9453 10368 9.68
6 Kaoshiung Taiwan 7540 8493 8844 4.13
11 7 Dubai Uinted Arab
Emirate 3502 4194 5152 22.84
12 8 PortKlang Malaysia 3760 4533 4840 30.65
14 9 Qingdao China 2639 3410 4230 9.45
16 10 T. Pelepas Malaysia 2049 2669 3487 15.68
17 11  Tokyo Japan 2750 3028 3314 25.42
19 12 Laem Thailand
Chabang 2367 2749 3180 15.68
21 13 Tianjin China 2011 2408 3020 25.42
22 14 Ningbo China 1213 1859 2772 49.11
23 15 Guangzhou China 1628 2173 2760 27.01
24 16 Jakarta Indonesia 2222 2398 2758 15.01
26 17 Manila Philipines 2296 2462 2561 4.02
28 18 Yokohama Japan 2304 2365 2503 5.84
29 19 Xiamen China 1295 1754 2330 32.84
30 20 J. Nehru Port India 1462 1946 2269 16.6

Source: Review of Maritime Transport, 2004, Unikations.
Note: Singapore includes PSA Corp and Jurong Stetnzhen includes Chiwan,
Shekou and Yantian.

These phenomena, the sharp increase of contaidecaego movement and the
presence of several large seaports within the Asgion, demonstrate the niche of

market opportunity for each container port as tt@ypete to gain a more advantage.

This situation will, in part, lead to a higher bars for container terminal providers
who need to sustain and increase their market sharéhe sea transport industry.
Furthermore, if container terminal providers of @edfic country can succeed in

increasing containerized cargo traffic, it will ¢obute to economic growth and a



higher standard of living for people in the countriience, the strategies that port

managers need to reach their business objectiegh@imain concern.

Economical and efficient container terminals areeassary in the development of
Thailand’s international trade. This involves tlifticeency of both the Port Authority
of Thailand and other government bodies such asctitom department and

container terminal operators.

1.3 LITERATURE SURVEY AND OBJECTIVE OF THESIS

Firstly, the entire fundamentality and background @ontainer port competitive
performance should be examined. As this study lsteé to the performance of
container port competitiveness, it is worthy toegxt in more depth on the historical
researches on seaport performance. There are maisying publications in

measuring the port economic services. However,ettstgdies are varying in the

purposes and methodologies employed.

UNCTAD introduced the performance indicators thaiderlie productivity and
effectiveness of port performance including: finahdndicators (tonnage worked,
berth occupancy revenue per ton of cargo, cargallimgnper ton of cargo, labour
expenditure, capital equipment expenditure peraonargo, contribution per ton of
cargo, total contribution); operational indicatdesrival late, waiting time, service
time, turnaround time, tonnage per ship, fractidntime berthed ships worked,

number of gangs employed per ship per shift, tamsspip-hour in port, tons per ship-

hour at berth, tons per gang hours, fraction oétgangs idlg.

3
UNCTAD, Port performance indicatof D/B/C.4/131/Supp.1/Rev.1, United Nations Confierzon
Trade and Development, (New York: 1976).




Quantitative analysis of port competition has beeme by, among others, Bardi,
Foster, Slack, Hanelt and Smith, and D’Este and rbe The results have not

always been identical, but the authors often sugtes service related factors were
more important than price factors, and that factethin the control of port
authorities were often less important than thos@ie port control.

The scheduling of carrier vessels has also beenstifpect of many researches.

Kenyon and Al-Kazily explored the development ofarier's maritime networE.

Foggin and Dicer and Slack evaluated the effectiad centerg. Helmick sought

guantitative evidence of the formation of load eestout suggested that other factors,

e.g. the presence of tramp lines in routes abamtd@yemajor carriers, prevented
, : : 7
confirmation of carrier rescheduling.Lago and colleagues concluded that the

rescheduling of vessels by carriers was not drdmticdid differ between corridors.

They showed how the level at which scale economiese exploited in oceanic

transit differed between corrido?s.

4 E.J. Bardi, “Carrier selection from one mode”, Asportation JournahVol. 13, No. 1, 1973, pp.23-
29; T. Foster, “Ports: what shippers should loak,f€hilton’s Distribution World Wide Vol. 77, No.

1, 1978a, pp.41-43; T. Foster, op. cit., 1978b44@8; T. Foster, “What’s important in a port”,
Chilton’s Distribution World Wide, Vol. 78, No. 1,979, pp.32-36; B. Slack, “Containerization, inter-
port competition and port selection”, Maritime Rgliand Managemen¥ol. 12, 1985, pp.293-303;
R.L. Hanelt and D.S. Smith, “The dynamics of wesast container port competition”, Journal of the
Transportation Research Foruxfol. 28, No. 1, 1987, pp.82-91; G.M. D’Este andvyrick, “Carrier
selection in a Ro/Ro ferry trade: Part 1. Decisfactors and attitude”, Maritime Policy and
ManagementVol. 19, No. 2, 1992a, pp.115-126; G.M. D’'Estel & Meyrick, “Carrier selection in a
Ro/Ro ferry trade: Part 2. Conceptual framework tlee decision process”, Maritime Policy and
ManagementVol. 19, No. 2, 1992b, pp.127-138.

J.B. Kenyon, “Elements in inter-port competitionthe United States”, Economic Geograp¥gl.
46, No. 1, 1970, pp.1-24; J. Al-Kazily, “Choice wchnology for containerized shipping-a study of
interaction between vessels and ports”, Dissertaiobmitted to the University of California at
gerkeley 1979.

J.H. Foggin and G.N. Dicer, “Disappearing hinteds: the impact of the logistics concept on port
competition”, Journal of the Transportation Reskarorum Vol. 26, No. 1, 1985, pp.385-391; B.
Slack, “Shipping lines as agents in the port indtisMaritime Policy and Managemerivol. 23, No.

3, 1996, pp.289-300.

J.S. Helmick, “Concentration and Connectivity e tNorth Atlantic Liner Port Network, 1970-

1990”, Dissertation submitted to the DepartmenMainagement and Logistictniversity of Miami,
1994.

8

A. Lago, M. Malchow and A. Kanafani, “An analysi$ carriers’ schedules and the impact on port
selection”,_Presentation at 2001 International Asg®mn of Maritime Economists Conferendé¢ong
Kong: 2001.




Nottteboom studied the development of a containert gystem in relation to
forelands, hinterlands, and the technology enviremmHe concluded that the future
development of the European container port systenidwrimarily be influenced by
the technological and organizational evolutiongha three dimension of foreland-

. . 9
port-hinterland and the outcomes of some currerdng) port policy issues.

, : : : .. 10
Marcadon confirmed that inland links are a key eatmn port competition.

Shipowners consider profitability from the perspextof the entirely of their

operation, from door to door. Comtois presented taetors linked with the

transformation of the Pacific Rim transport envirenmt resulting from increase
container trade. The article was concluded thatathiity a port to attract and serve
international traffic depends increasingly on: ¢&pgraphical conformity of port site
to a shipping line’s fleet and market strategy;(@ality of intermodal tertiary service
notably logistics systems; (3) availability of lbcargoes; and (4) intermodal links to

: , : 1
major production and consumption marke]ts.

Tongzon studied the efficiency of four Australiandatwelve other international
container ports by using two output and six inpeasures of port performance as the
factors of measurement. The output measures age taroughput and ship working

rate. The inputs are land, labor and caﬁi%aﬂiong examined the possible competition

and co-operation of the adjacent container portddng Kong and South China from

a strategic perspective. He concluded that potfertiapetition could be co-opted by

forming a strategic alliance with the competljfgr.

T. Notteboom, “Concentration and local centre dgwment in the European container port system”,
Journal of Transport Geographyol. 5, No. 2, 1997, pp.99-115.

J. Marcadon, “Containerization in the ports of thern and Western Europe”, Geo Jourivall. 48,
ﬁ99, pp.15-20.

C. Comtois, “The integration of China’s port systeto global container shipping”, Geo Joutnal
\1/§|' 48, 1999, pp.35-42.

J.L. Tongzon, “efficiency measurement of selecdedstralian and other international ports using
data envelopment analysis”, Transportation ReseRachA Vol. 35, 2001, pp.107-122.

D.W. Song, “Regional container port competitiord axo-operation: the case of Hong Kong and
South China”,_Journal of Transport Geograp¥gl. 10, 2002, pp.99-110.




De and Ghosh developed indicators of port operai@ncomposed of three groups:
(1) operation performance including ship turnarotinte, pre-berthing waiting time,

and percentage of idle time at berth to time atkwngy berth; (2) asset performance
including output per ship berth day, berth throughfate, and berth occupancy rate;

(3) financial performance including operating sugper tone of cargo handled, and

14
rate of return on turnover.

Marlow and Paixao Casaca (2003) measured leanpgoidrmance and sustain the
subsequent development of agile port by suggestisgt of new port performance
indicators. The indicators compose of: (1) the imddal process; (2) interface

performance measurement; (3) transport performaregsurement; (4) infrastructure

15
performance measurement.

Turner, Windle and Dresner made a measurement apose superstructure
productivity growth in North America and explordettheorized causal relationships
between infrastructure productivity and industrsusture and conduct. They found
that between other factors the longstanding relatigp between seaports and the ralil
industry appears to remain a critical determinahtcantainer port infrastructure
productivity. The independent variables of infrasture productivity are: seaport

industry structure; port authority conduct; ocearrier conduct; situation factors; and

. . 16
control variables (longshore labour actions).

These publications are focusing on partial proditgtiactors, which might not prove
to be helpful to the port authorities for policy kirey in the long run. Also most
shipping lines are concerned with the overall potigity of the port rather than
partial productivity. For example, a container tgrah can be very efficient in
container handling rate per hour but this does mextessarily imply that all the

production factors have been employed efficient.

P. De and B. Ghosh, “Causality between performaarue traffic: an investigation with Indian
ports”, Maritime Policy and Managementol. 30, No. 1, 2003, pp.5-27.

P.B. Marlow and A.C. Paizao Casaca, “Measuring learts performance” International Journal of
'{ransport Managemerivol. 1,2003, pp.189-202.

6
H. Turner, R. Windle and M. Dresner, “North Ameniccontainerport productivity: 1984-1997”,
Transportation Research Part\[ol. 20, 2004, pp.339-356.




Furthermore, Tongzon conducted examination the pbdice on relating to the
. AT - . .
perspective of shipping lines.Malchow and Kanafani investigated the port sebecti

by the choice-model approach. They examined thgrasent to ports for exports of
various commodity-types as a function of geograpbaation, port characteristics,
and characteristics of vessel schedules. They udedl that the most significant

characteristic of a port is its location. Notewgrtthose of articles are focused on

other shipping industry area of the WO%%.

There was no research specific to studies on Sasiti#esian container transportation.
Nonetheless, Singapore as a container mega hulbdeas the subject of previous
research and studies. Also on the approaches t¢dioen port's competitive analysis,
the former results are not integrated the perspestof shipping lines and shippers

into the same time of measurement.

Thus, this study will establish a benchmark foegrity the perceptions of liners and
shippers into a single set of factors, allowing &comprehensive explanation of the
elements of contributing to the efficient and efifez economical performance of
container ports. In terms of factors selected f@lyzing the level of service provided,
they were also included on both the managementogedation dimensions. This is
very important because of the competence of sers&mtor is incurred by a dual

system of management and operation.

However, as the price factor is less influential the level of performance and it
differs in terms of categorization and is considerenfidential information, it cannot
be taken under consideration for this study. Hawewt would be interesting to
investigate the comparative competitive performamdecontainer ports in the
Southeast Asian region by comparatively measurhmgy perceptions of container

liners and shippers.

J.L. Tongzon, “Port choice in a competitive enmimeent: from the shipping lines’ perspective”,
Conference Proceedings of the International As$iociaof Maritime Economists(Busan: 2003),
pp.631-653.

M. Malchow and A. Kanafani, “A disaggregate anayaf port selection”, Transportation Research
Part E Vol. 40, 2004, pp.317-337.




This conceptual framework has lead to the objeativihis thesis. The main objective
of this thesis is to examine and assess the cotiwpetadvantages of container
terminal services in Thailand. The thesis will cemicates on international shipping
companies and shippers who have been utilizingagoert terminals in Thailand and
neighboring countries including Malaysia, Indoneaiad the Philippines for both
imports and exports. The objective of the researab derived from the situation of
container shipping industry in the Southeast AsRegion that has encountered

increasingly fierce competition in the recent years

As becomes increasingly important to internatiomatle (partly due to flexibility,
reliability, seamless of mode transferring, redutessport cost, and speed of
transshipment), hence an indispensable focus otaic@n port development by the

majority maritime country.

Consequently, the necessity to increase the levalapacity and productivity of
container port performance, both in terms of mamege and operation, to serve the
expected desires of customers are becoming signtfitaem Chabang container port
of Thailand as a main waterfront gateway of thentiguhas recently employed some
strategies and policies for making the favorableaetiveness for its primary
customers, i.e. shipping lines and shippers. Asctmpetition for container shipping
market share in the region intensifies, Laem Chghagently needs to measure it

efficiency and effectiveness of performance intrefato regional competition.

This is the approach that could be contributednitiate an appropriate strategic
planning for the prosperity of the country’s con&i international trade.
Unfortunately current studies on container port petitiveness have not addressed
the Southeast Asian Region. Hence, as the undgrig@sons given above, the author
needs to assess and determine the competitiveheasm Chabang by comparing to
the neighboring container ports (Klang, Manila, daghjung Priox).

In according to the main purpose of the thesissihecific objectives are classified
into three categories: the first is needed to iflerthe general present situation of
container shipping industry in the domestic areh@lailand. This is quite important

because of the study of current business environmdh bring the fundamental



perspectives of economical, social, political phraeaoa for insight. The seconds is the
need to examine the external and internal factmasthe sampled container ports are
challenges, both in terms of advantages and disdages. The third is the need to

analyze the comparative competitiveness of the $aurpled container ports.

1.4 METHODOLY AND STRUCTURE OF THESIS

The methodology framework manipulated in this thegil be divided into four steps.
The first step concentrates on the present situaifothe principals of competitive
advantages in the contemporary term of businessrogmeent of container
performance in Thailand. The second step identdies groups related variables for
gaining competitive advantages at container termojyeration. The third step
determines the weight of each criterion relativahite accomplishment of container
port in fulfilling the expected requirements of@is users. The final step determines
alternative container ports for the highest contppetness.

The research technigues used in this thesis wibp¢h of quantitative and qualitative
methods for empirical study, utilizing unstructuiaterviews as well as a field survey
in a paper form. The unstructured interviews wesadeicted in the first stage for
investigating the present situation of competitacvantages in Thailand’s container
industry and neighbouring rivals. In the secondetahe first field survey was used
to determine the related independent variablesdntainer port competitiveness in
the Southeast Asian Region. Subsequently, the dedmid survey had been
distributed to assemble the perceptions of contgmoet’'s users. In the final stage,
after the second field survey’s data are calculatedl summarized, the measurement
of container port competitiveness was analyzedthadighest competitive container
port in the study was determined, then the conafuand suggestions on Thailand’s
container port competitive advantages and stragegie presented.

The structure of this thesis is divided into thneajor parts. Part one consists of two
chapters. Chapter one provides an introduction laackground for this research.
Chapter two describes the physical and economiactsite of Thailand and its

international trade and demonstrates the organizaltistructure of maritime transport



in Thailand, the port industry, and some governneeganizations and private sectors

involved in maritime transportation.

Part two is comprised of two chapters. Chapterettwencerns with the literature

survey and revise the theoretical and alternatpyer@aches to the measurement of
container port competitive performance. Chapter flmcuses on the comparative
investigation of the performance of container te@hioperation and management in

Thailand and its regional competitors.

Part three is concentrates on the results. Chéiptepresents the findings related to
the impact of competitive advantage factors ongiven business strategies adopted
by container terminal operators and the Port Authoof Thailand. It also

summarizes the overall empirical results and makeslusion and recommendations

for the relative competitiveness of Thailand’s @nér ports.



CHAPTER TWO

THE ECONOMIC STRUCTURE AND PHYSICAL
PERSPECTIVE OF THAILAND

Since the underlying purpose of this study concesesvice efficiency and

effectiveness in Thai container ports, it is vanportant to give a brief description of
the container industry. This chapter is divideaitwo sections: (1) it focuses on the
geographical location of Thailand; (2) the econostracture of Thailand’s as well as

the geography of the country’s sea transportatystesn are provided.

2.1 GEOGRAPHICAL FEATURES OF THAILAND

In the present day, Thailand is still an agricwdtuwrountry. The principal agricultural
products are rice, rubber, sugar, and tapioca pgitsdtiowever, the industrial sector
of manufactured products has been increasing f@rptst thirty years. The main
manufactured products are plastic products, wodaigriture, iron and steel products,
textile yarn and threads. Despite the financiaisnn 1997, which was a hard blow to
the Thai economy, the growth rate of its internaidrade has maintained impressive

evidence of sustainability.

Geographically, Thailand is located in the tropizahe between latitude 5°3K and
20°27 N, longitude 97°22E and 105°3E. Figure 2.1 shows the location of Thailand
on a map of Asia. It is bordered by Laos PDR inrtbgh and northeast, Burma in the
north and west, Cambodia in the east and Malaysihe south. Thailand's length
measures about 1,620 kilometres from north to soamid its width is about 775
kilometres from west to east. The narrowest pdmg, Kra Isthmus, is about 64
kilometres wide. The total area of the country 18,315 square kilometers (Bank of
Thailand). The country has been divided into faegions. These are the Northern,
Northeastern, Central and Southern Regions. Thiegitois shown in figure 2.2. The
Northeastern Region is the largest part of the tguand borders on Laos and

Cambodia.



In terms of personal earnings the Northeastern dReg the poorest part of the
country because of a lack of fertilized soil anchimial rainfall. The Northern Region
is made up of highlands and mountains, and is ¥&myous for tourism and teak
furniture products. The stretching plains of thentta region contain the capital city,
Bangkok, which is the heart of the country’s indysind international trade. The
Southern Region is also very important for coastatism and is plentiful in natural
resources like sea animals, minerals and rubbedupts. The government’'s Kra
Canal project, which is still a source of confligith respect to maritime policy, is

also located in this region.
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FIGURE 2.1 THAILLAND'S GEOGRAPHICAL MAP



Source: Reproduced from http://www.lib.utexas.edapsatasia.html.

FIGURE 2.2 MAP OF THAILAND IN REGIONAL PERSPECTIVE



2.2 STRUCTURE OF THAILAND’S ECONOMY

From 1990 up to 1995, Thailand’s economic growtle ra terms of gross domestic
products (GDP) ranged from 8 % to 12 % per annuosiog the country to be
regarded internationally as a successfully devatpmation. Unfortunately, while
Thailand enjoyed high economic growth in the finsif of the 1990s, partly as a
result of the large capital inflow, the current @aet deficit began to widen
considerably from about 5 % of GDP in 1993 to &é6 of GDP in 1995 and 1996.

Apart from over-investment in sectors that did geherate much foreign exchange,

such as infrastructure, real estate and heavy indugher factors also contributed to
. o1 : . .
Thailand’s gradual loss of competltlvenegsConsequently, this led international

investors to lose confidence in Thai economy; gculative attacked against the
value of the baht and caused the financial crisreéch its peak in May 1997.

Recently, the structure of the Thai economy hasngbkd from trading mainly
agricultural products to trading more in manufaeturgoods. According to the
executive report of Thailand Development and Resednstitute (TDRI) that “the
importance of traditional agricultural goods hagrmeeduced to the extent that they

made up only 28 percent of the total exports in9l%8anufactured goods constituted

the major bulk of Thai exports, representing 6pest in 1989.20

Thailand’s economic growth jumped to 5.2 perceme, lhighest since the o crisis in
1997, because of exports and especially privateegimmconsumption. According to

the World Bank manufactured products continuedeip lincrease Thailand’s GDP

from 1999 — 2002, with held up to the double-dggidwth rates over that perig&.

19
Report of TDRI(Thailand Development and Research Institute)8199L5.
20 s Chirathivat andT Wahawisan, Executive Summary; the trade developregategy for

Thailand during the Seventh Plan 1992-1,90808 pp.3-4.

21
World Bank, Global Economic Prospects 1998/1999




The products included semi-conductors, radio anevigon receivers and parts,
video recorders, automobiles and parts, as wetlbbasand steel, plastics, rubber, and

chemical products (see Table 2.1).

TABLE 2.1 TWELVE FASTEST GROWING MANUFACTURED EXPORS 2002

Annual average
No. ltems Growth 2002 growth (%)
(%)
1 Semi-conductor devices, transistors and diodes 64 30
2 Rubber 31 17
3 Radio-broadcast receivers, television receivedsparts
thereof 24 19
4 Precious stones and jewelry 18 8
5 Video recording and parts thereof 34 16
6 Motor cars, parts and accessories 10 18
7 Iron and steel and their products 17 11
8 Polymers of ethylene, propylene, etc in primanyrfs 11 16
9 Chemical products 18 10
10 Rubber products 16 15
11 Plastic products 18 11
12 Electric motors and generators 20 6

Source: Ministry of Commerce of Thailand (http://wwnoc.go.th).

According to the Bank of Thailand’s 2003 figurdse tagricultural sector contributed
10 percent to the overall GDP, manufacturing cooted 38 percent, wholesale and
retail trade 14 percent, and the services sectqed8ent. Even though the pattern of
Thai economy has been changed from a reliance oudtgral products to the
manufacturing and services sectors, the majorith@flabour force is still involved in

agriculture.

However, as indicated in Table 2.2, Thailand’s ewoic growth rate has increased
from 2002 to 2003. Although the current accour2®@3 registered a large surplus, a
much wider deficit in net capital movements regsliitea balance of payments surplus
of only US$ 143 million, significantly smaller thahat of US$ 4.2 billion in 2002.
Nonetheless, as a result of the surplus in thenbalaf payments, international
reserves at the end of 2003 rose to US$ 42.1 illio



TABLE 2.2 BALANCE OF PAYMENTS OF THAl ECONOMY
(Unit: Million US$)

Description Year
2002 2003’
Exports, f.0.b. 66092 78416
(A%) 4.8 18.6
Imports 63353 74214
(A%) 4.6 17.1
Trade balance 2739 4202
Services income and transfer 4269 3773
Current account balance 7008 7975
Capital movement (Net) -4181 -8604
Private sector -5703 -8855
- Banks 1776 -2446
Commercial banks 3401 -1298
BIBFs -1625 -1148
- Non-banks -7479 -6409
Public sector -2510 -2418
Bank of Thailand 4032 2669
Error and omissions 1407 772
Overall balanc® 4234 143

Source: Annual Report 2003 of the Bank of Thailand.

Note: Preliminary data
% Actual data

A% represents percentage change from the same pastogkar.




When looking at Thailand’s key economic indicatafter the 1997 economic crisis,
growth figures in terms of GDP have been increaseastantly (see Table 2.3),

particularly in the manufacturing and service secto

TABLE 2.3 THAILAND’S KEY ECONOMIC INDICATORS

Item/Year 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003

1. GDP at 2,693.0 2941.7 31153 3072.6 2749.7 2872 3008 3074 3238 3460
constant

1988 price

(billion baht)

Percent 9.0 9.2 5.9 -1.4 -10.5 4.4 4.8 2.2 5.3 6.9
change

1.1

Agriculture  303.4 276.6 288.8 286.8 282.6 289.2 309.9 320.0 3234 3515
(billion baht)

Percent 5.0 4.0 4.4 -0.7 -15 2.3 7.2 3.2 1.0 8.7
change

1.2 Non- 2389.6 2665.1 2826.5 2785.8 2467.1 2583 2699 2754 2914 3109
agriculture

(billion baht)

Percent 9.5 9.8 6.1 -1.4 -11.4 4.7 4.5 2.0 5.8 6.7
change

2. GDP at 3629.3 4186.2 4611.0 4732.6 4626.4 4637 4923 5134 5446 5930
current price

(billion baht)

Percent 14.7 15.3 10.1 2.6 -2.2 0.2 6.2 4.3 6.1 8.9

change

3. GNP per 60865 69326 75146 75146 72979  7298¥7863 80558 84846 91420
capita (baht)

3. External

Account

3.1 Export 44.7 55.7 54.7 56.7 52.9 56.8 67.9 63.1 66.1 78.1
Percent 22.1 24.8 -1.9 3.8 -6.8 7.4 19.5 -7.1 4.8 18.2
change

3.2 Import 53.4 70.4 70.8 61.3 40.7 47.5 62.4 60.6 63.4 74.3
Percent 184 31.9 0.6 -13.4 -33.8 16.9 31.3 -3.0 4.6 17.4
change

3.3 Trade -8.7 -14.7 -16.1 -4.6 12.2 9.3 5.5 2.5 2.7 3.8

balance

3.4 Current  -7.8 -13.2 -14.3 -3.1 14.3 125 9.3 6.2 7.0 8.0

account

balance

Percent of -5.4 -7.9 -7.9 -2.0 12.7 10.2 7.6 5.4 5.5 5.6

GDP

Exchange

rate 25.2 24.9 25.3 31.4 41.4 37.8 40.2 44.5 43.0 41.5
Baht: US$

Source: Annual Report 2003 of the Bank of Thailand.



2.3 THAILAND'’S INTERNATIONAL TRADE

International trade is very important to Thai eamiostability, as indicated by GDP
records shown in Table 2.4. When considering espdineir significance to the GDP
after 1997 has far the most part, remained aboi 4l terms of imports, values in

proportion to the GDP are similar.

TABLE 2.4 THE PROPORTIONATE IMPORTANCE OF EXPORTNA
IMPORTS TO GDP
(Billion of US$)

Exports of Goods & Imports of Goods &

Year GDP % Services % Services %

1994 142.3 100 44.7 314 53.4 375
1995 168.1 100 55.7 331 70.4 41.9
1996 182.3 100 54.7 30 70.8 38.8
1997 150.7 100 56.7 37.6 61.3 40.7
1998 111.8 100 52.9 47.3 40.7 36.4
1999 122.7 100 56.8 46.3 47.5 38.7
2000 122.5 100 54.6 46.6 43.2 35.3
2001 1154 100 554 49.3 44.1 38.2
2002 126.7 100 53.3 42.1 51.5 40.7
2003 142.9 100 54.4 38.1 52.3 36.6

Note: GDP at current market prices

Source: Annual report 2003 of the Bank of Thailand.

2.3.1 EXPORTS

Thailand’s economy grows with the amount of godds®kports. The most important
being agricultural and manufactured products. Tigeificant agricultural goods are
rice, sugar, rubber, and tobacco, and manufacgweds include garments, electronic
integrated circuits, motor vehicles with parts aedessories, plastics, and canned and
processed seafoods. The important markets for @x@aorts are the USA, ASEAN
countries, China, the EU, and Japan. In recentsydsar values of goods exported to

those countries has been increased (see Table 2.5).



TABLE 2.5 THAILAND TOP 10 EXPORT MARKETS, 2001-2003

FOB Value: Millions of US$

Growth Rate: %

Market/Year 2001 2002 2003 2001 2002 2003
U.S.A 13199.6 13509.6 13618.0 -11.2 24 0.8
Japan 9945.5 9949.7 11395.7 -2.8 0.1 14.5
Singapore 5261.4 5553.1 5853.6 -13.3 5.5 5.4
China 2873.4 3555.0 5691.5 1.3 23.7 60.1
Hong Kong 3306.8 3687.8 4316.2 -6.0 11.5 17.1
Malaysia 2733.4 2835.3 3872.6 -35 3.7 36.6
Taiwan 1925.3 1969.4 2603.6 -20.7 2.3 32.2
UK 2336.7 2393.0 2580.6 -2.0 2.4 7.8
Netherlands 2037.1 1891.7 2367.6 -10.3 -7.1 25.2
Indonesia 1369.8 1680.2 2310.9 11 22.6 375
Total 10 44989.0 47024.8 54610.2 -7.8 4.5 16.1
Others 20194.2 21792.8 25628.2 -3.1 4.6 21.3
Grand total 65183.2 68817.7 80238.4 -6.4 4.6 17.7

Source: Department of Trade Negotiation, Ministtyommerce of Thailand.

2.3.2 IMPORTS

The policy of the Thai government has concentrateimproving the manufacturing

and service industries to boost the export-oriemteohomy. Consequently imports,
both in terms of volume and value, have been ise@aonsiderably. Most imports
are capital goods and intermediate products, aett tlalue are accounted for an

average of almost fifty percent of GDP in the ghste years. A statistical summary

of Thai imports is shown in Table 2.6, 2.7 andr2€pectively.




TABLE 2.6 THAILAND’S SIGNIFICANT EXPORT PRODUCTS BWALUE

2001 - 2003
Value: Millions of US$ Growth: %
Goods Items 2001 2002 2003 2001 2002 2003
Computer, parts and accessories 7280.97540.7 7988.4 6.1 3.6 5.9
Electronic integrated circuits 3512.2 34528 78344 -211 -1.7 23.0
Motor cars, motor vehicles, parts and accessories 6552  2920.3 7113.8 9.7 10.0 237
Garments 29144 2722.0 61964 -7.0 -6.6  18.9
Rubber 1326.0 1740.2 5864.6 -13.0 31.2 7.6
Precious stones and jewelry 1837.22169.3 4213.4 5.5 18.1 15.1
Radio-broadcast receivers, television and parts 289 2101.8 3757.0 -13.8 24.2 245
Canned and processed seafoods 2014.2016.9 2398.1 -2.5 0.1 33.8
Polymers of ethylene, propylene, in primary forms 613.0 1798.1 2277.7 -13.4 11.3 18.3
Iron and steel products 1091.4 12809 2180.6 -22.0 174 4.8
Chemical products 1015.1 1195.2 2052.1 -18.7 17.7 26.1
Air-conditioning machine and parts thereof 1160.51114.0 1965.6 7.5 -4.0 29.5
Rubber products 1095.1 1262.2 1242.0 3.3 15.3 22.2
Rice 1582.7 16317 1073.2 -3.6 3.1 -10.8
Semiconductors device, transistors and diodes 886.9453.9 957.3 -134 63.9 -1.6
Plastic products 860.3 995.4 904.5 -3.8 15.7 8.4
Aircrafts, ships and Aircraft equipment 1363.9 639.7 850.8 76.51 -53.1 33.0
Textile yarn and threads 606.4 585.2 655.2 0.53 -3.5 12.0
Medicine and pharmaceutical products 530.5 552.0 651.3 6.6 4.05 18.0
Paper, cardboard and paper products 536.6588.8 645.3 -4.09 9.73 9.6
Total 20 items 50337.9 52072.4 60821.7 -1.69 345 16.8
Others 11457.3 12189.8 14179.0 4.38 6.31 16.6
Grand total 61795.2 64252.1 75018.6 -0.62 3.98 16.8

Source: The Bangkok Shipowners and Agents AssocigBSAA Handbook 2004.164.




TABLE 2.7 THAILAND’S SIGNIFICANT IMPORT PRODUCTS BWALUE

2001 - 2003
Value: Millions of US$ Growth: %
Goods Items afe 2001 2002 2003 2001 2002 2003
Electrical machinery and parts 7280.9 7542.7 8192.8 6.1 3.6 9.8
Industrial Machinery 60514 6371.6 4626.2 9.1 5.3 34.0
Crude oil 5756.0 5749.3 39752 -5.7 -0.1 36.1
Rubber 1326.0 1740.2 2788.4 -13.0 31.2 60.2
Garments 29144 27220 2764.3 -7.0 -6.6 1.6
Computer, parts and accessories 3759.73662.0 2514.9 25 -2.6 15.9
Iron and steel 2368.4 3016.8 2502.2 -9.4 27.4 19.1
Plastic pallet 1615.0 1798.1 21488 -134 11.3 19.6
Canned and processed sea-foods 2014.2016.9 2137.5 -2.5 0.1 6.0
Rice 1582.7 1631.7 1855.4 -3.6 3.1 13.7
Iron and steel products 1091.4 12809 1690.0 -22.0 174 31.9
Chemical products 1015.1 1195.2 15814 -18.7 17.7 32.3
Electrical appliances 821.2 1016.0 1557.6 3.3 15.3 23.4
Air-conditioning machine and parts thereof 1160.51114.0 1430.9 7.5 -4.0 28.5
Fabrics 919.6 942.4  1349.8 -7.9 2.5 -7.2
Machinery and parts 861.0 939.5 1257.9 7.4 9.1 33.9
Plastic products 860.3 9954  1238.0 -3.8 15.7 24.4
Electrical appliances and parts thereof 873.6 971.3 1080.4 -3.1 11.2 11.2
Paper, cardboard and paper products 536.6588.8 1041.1 -4.1 9.7 8.2
Processed oll 1145.1 10447 1020.2 -11.6 -8.8 -2.4
Total 20 items 36954.8 39236.6 46754.0 -8.1 6.2 19.2
Others 28228.4 29581.0 33484.4 -4.0 4.8 13.2
Grand total 65183.2 68817.7 80238.4 -6.4 5.6 16.6

Source: The Bangkok Shipowners and Agents AssotigBSAA Handbook 2004.161.




TABLE 2.8 THAILAND'S TOP 10 IMPORTS MARKETS, 20016®3

FOB Value: Millions of US$ Growth Rate %
Markets/Year 2001 2002 2003 2001 2002 2003

Japan 13830.7 14803.5 18074.0 -10.1 7.1 221
U.S.A. 7159.4 6147.0 7097.3 -2.2 -14.1 15.5
China 3696.0 4897.5 6002.3 9.1 325 22.6
Malaysia 3067.3 3618.5 4489.2 -8.7 17.9 24.1
Singapore 2844.2 2886.1 3234.7 -17.0 1.5 12.1
Taiwan 2589.4 2885.6 3195.2 -10.9 11.4 10.7
South Korea 2112.6 2509.1 2888.3 -2.8 18.8 15.1
Germany 2553.7 2443.5 2506.7 30.7 -4.3 2.6
U.AE. 1525.8 1418.8 2006.4 -14.1 -7.0 41.4
Saudi Arabia 1342.1 1216.6 1680.8 15.2 -9.4 38.2
Total 10 40655.1 42826.2 51175.2 -5.2 5.34 19.5
Others 21074.0 21143.1 23843.5 9.0 1.6 11.4
Grand total 61729.2 64239.2 75018.6 -0.7 4.1 16.8

Source: Department of Trade Negotiation, Ministtyommerce of Thailand.

2.4STRUCTURE OF CONTAINER INDUSTRY IN THAILAND

A wider perspective of Thailand’s container indysstructure is outlined in this
section. It includes three main parts: governmerttids involved, shipping industry
and ports. Thailand’'s administrative structure ighly centralized. The prime
minister is the center of the country’s administnatand all government agencies
report directly to him. Under this system each sithyi is comprised of three main
parts: the office of the secretary to the ministéfice of the permanent secretary, and
a number of departments. The economic and soaanpig of the country follows
the recommendations prepared by the National Ecanamd Social Development
Board (NESDB), All ministry and department policee® directed under this national

plan, as well as policies for maritime transpod #me shipping industry.



2.4.1 THE GOVERNMENT AGENCIES AND MARITIME TRANSPOR

In Thailand, the government bodies involved direailtransportation activities are in
the Transportation, Defense and Interior Ministriesith the Ministry of

Transportation being responsible for maritime tpams This section will be devoted
to exploring the functions and responsibilities gdvernment bodies involved in
promoting maritime transport, including departmanid state enterprises, both in
terms of facilities provided and services rendewbith effect the performance of the

Thai container port industry.

2.4.1.1 DEPARTMENT OF MARITIME TRANSPORT AND COMMEEE

This department supervises both international amdestic waterways in Thailand. It
registers and implements technical inspectionshigfssand barges, provides piloting
and navigational assistance within the port’s nitirea, and dredges channels when
necessary. It services both public and privatespouit does not operate any port itself.
This policy sometimes creates conflict between teahroperators and officers who in
charge of servicing vessels, but this is only @méal barrier that can usually be

solved quickly.

The Department of Maritime Transport and Commescedncerned chiefly with
maximum port utilization, maintaining approach ahels and dredging them when
necessary. It is a public department under the rsigien of the Ministry of

Transportation and pilots all vessels for the lagdind unloading of cargo.

Undoubtedly, the activities of this department haeen effective in bringing about
the port's competitive advantages. Recently, utidergovernment’s policy that need
to reforms and reorganizes the public organizatidos the development of
international trade, in part, led to the improvemenh services rendered by the

Department of Maritime Transport and Commerce.



2.4.1.2 OFFICE OF THE MERCANTILE MARINE PROMOTIONGMMISSION
(MMPC)

This department was established under the recomemiendof the NESDB, to
promote the Thai maritime transport industry, tlegpattment is responsible for the
study, analysis and research being under takethéodevelopment of new policy. It
is also acting as the research’s center of maritraresport for the government agents,
state enterprises, private sectors and interndtiagancies involved in maritime
business. The academic activities of this departraem necessary for improving the
quality of shipping and ports services. The MMPCirigolved in information’s
distribution and promotion in the mercantile mang business. But it has no
authority in regulating any government bodies.

2.4.1.3 THE PORT AUTHORITY OF THAILAND (PAT)

The Port Authority of Thailand Act was acted in BZ94 (A.D. 1951) and received
its status as a state enterprise under the sufmra$the Ministry of Transportation.
The main purpose, in the early days, was to adteinend operates the Klongtoey
wharf. In the present day, this administration eg&eports in Laem Chabang, Ranong,
the river port in Chiang Saen.

As an autonomous body, PAT provides facilities gablic ports, but in the case of
Bangkok Port however it also provides operationssganel. In Laem Chabang,
private owned terminals, and this landlord poli@gshmade Laem Chabang more

favorable for shipping lines.

PAT is controlled by many of government bodies img the policy and budget
(Ministry of Transport, Ministry of Finance, the &get Bureau and NESDB), and
there are many rules and regulations, which inblyteead to the long process of the
manipulation of cargo traffic. This is, in partsdouraged the competitive advantages

of port operations in Thailand.



2.4.1.4 THE EXPRESS TRANSPORT ORGANIZATION (ETO)

This is another state enterprise that has an imfeieon the mode of road of cargo
transit in Thailand. The organization is also unitier supervision of the Ministry of
Transportation. It services both domestic and natonal cargo delivery of parcels,
carloads, bulk and other forms of packing. In cdestion of its market shares for the
road mode of transportation, ETO has shared majopgptions of freight traffic
compare to private haulage companies due to theypol the government. Shipping
companies must deal with ETO in transporting cdrgtwveen a port and the sites of

production.

2.4.2 THAILAND’S INTERNATIONAL SHIPPING INDUSTRY

This section focuses on international containepghg because it has the greatest
effect on Thai international trade and the ovef@DP. Thailand’s international
shipping has been influenced by foreign shippinmganies, due to the inadequate
support from the government in promoting and enagimg the development of the
Thai flag fleet. Private companies have considepethg risk in investment of
shipping industry. The Thai international contaiskipping sectors can be classified

into two groups as follows:

0] Tramp shipping mainly uses private berths alongG@hao Praya River.
This sector is used mainly for transporting agtial dry bulk products
for exporting. While private container terminalse aerviced for import
container freights.

(i) Liner shipping mainly uses the Bangkok port, ané@rhaChabang port.
This sector is for importing and exporting contained and general

cargoes.

In Thailand, seaborne transporters usually useprs@nvices to carry dry bulk cargo
such as ore and grain, while liner services arel igeransport other commodities.

Non-conference liner services are used more oftan tonference services because



conference vessels transport their cargoes to pbeas and then transfer them to

feeder services in Singapore, Hong Kong, and Talzvgan

Outstandingly, containerized cargoes and vessels bacome more importance to
Thai international shipping. However, the importastide oil, which is the major
products due to the unlimited demand of the couritag to be excluded because of
the extreme difference in products shipping. Tab8and 2.10 show the distribution
of imports and exports by vessel types and natiflagl It is illustrated the more
importance of container ships in relation to ottyges of vessels in terms of volume
carrying, with exception of crude carrier. Thisicator has evidently confirmed the

higher impact of container market to Thai interoa#l trade.

TABLE 2.9 DISTRIBUTION OF IMPORTS AND EXPORTS OF G¥GOES BY
VESSEL NATIONALITIES AND TYPE OF SERVICES

(Unit : Ton)
Vessel Nationality Import Volume Export Volume
and Type 1995 1996 1997 1995 1996 1997
. 4,937,606 5,601,196 5,898,951 4,971,990 6,716,122 6,213,659
Thai Fleet
Liner-Conference 732,674 804,356 571,244 &B13,8 552,304 645,504

Liner-Non-conference 2,010,876 2,051,838 1,735,290 1,986,728 2,557,197 2,184,746
Tramp 1,891,479 1,990,747 1,600,180 2,095,631 2,902,074 2,292,682
Others 302,577 754,255 1,922,237 45,744 704,547 1,090,72Y

53,652,427 62,477,646 61,075,881 2,888,987 31,557,323 35,272,072
Foreign Fleet
Liner-Conference 2,494,000 2,273,957 2,428,275 1,546,607 1,548,799 2,273,969

Liner-Non-conference 12,636,467 15,919,310 1,165,805 11,829,812 12,451,717 14,180,811

Tramp 38,124,160 43,462,052 46,849,633 15,162,106 17,324,548 18,549,731
Others 297,800 822,327 139,968 350,462 282,25 267,561
Total 58,490,033 68,078,842 66,974,832 33,860,977 38,309,445 41,485,731

Source: Department of Maritime Transport and Coneemerf Thailand.
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According to the Transportation Master Plan 1998006, prepared by the Thailand
Development Research Institute Foundation (TDR¢) suomitted to the Ministry of
Transport in January 1999, an adjustment by MMP&s forecasted that Thai
seaborne trade will have an average increase volimke65 percent per annum

during the 8 NESDP and more than 3 percent per year increasesxpected during

the &" 10" and 11" NESDPS>

TABLE 2.10 THAI IMPORT AND EXPORT VOLUMES OF DISTRUTION
BY VESSEL TYPE AND FLAG

(Unit : Ton)
Type of Vessel Import Volume Export Volume
1995 1996 1997 1995 1996 1997

Thai Fleet 4,937,606 5,601,198 5,898,951 4,971,990 6,716,122 ,2138659
Crude carrier 1,187,700 1,399,155 1,885,998 180,2051,150,855 1,125,847
Container ship 1,346,758 1,580,970 1,360,783 16832, 2,084,526 2,030,473
Bulk carrier 1,180,925 1,343,047 1,358,710 1,35B,46 1,999,395 1,878,550

Semi-container ship 252,768 235,457 162,500 290,902 189,117 111,209

Ro-Ro - - - - - -

Conventional ship 955,753 1,034,351 1,120,241 17338 1,292,169 2,264,472
Others 13,702 8,216 10,719 - 60 13,204

Foreign Fleet 53,552,427 62,477,646 61,075,881 28,888,987 31,593,323 35,272,072

Crude carrier 27,164,253 32,874,739 31,630,117 1,786,235 3,879,399 5,363,25}
Container ship 6,003,224 7,860,254 7,399,535 5404, 5,677,608 6,770,037
Bulk carrier 7,789,804 7,053,297 7,343,145 9,335,86 9,049,463  10,033,23
Semi-container ship 751,668 836,529 2,606,494 a83,5 1,338,897 1,719,954
Ro-Ro 212,218 252,959 213,226 67,769 81,718 123,1p5

Conventional ship 11,050,147 13,088,451 11,421,920 10,576,694 10,576,694 10,923,373

Others 581,113 511,417 461,444 528,502 624,865 8682,

Office of the Mercantile Marine Promotion Comméssi op. cit., p.3.



Total Thai +

Forelgn 58,490,033 68,078,842 66,974,832 33,860,977 38,309,445 41,485,731

Source: Recompiled from Office of the Maritime Paiian Commission of Thailand.

Table 2.11 demonstrates the relative significarfaentainerized cargo increasing in

a specified national plan in terms of volume.

TABLE 2.11 FORECAST OF THAI SEABORNE TRADE IN CARGODYPE AND
VOLUME
(Unit : Million Ton)

National Economic and Social Development Plan

Type of Cargo 1997 2001 2006 2011 2016

Import Cargo

Containerized Cargo 11.47 8.06 10.30 13.53 17.34
Crude OIl 34.27 40.73 43.21 54.26 68.45
Bulk Cargo 8.76 9.92 17.16 20.55 27.47
Break Bulk Cargo 13.22 16.09 20.86 92.8 23.25
Total Import Volume 66.97 74.80 91.53 111.23 136.54
Growth Rate (%) 0 2.80 4.0 4.0 4.0

Export Cargo

Containerized Cargo 13.74 10.59 13.52 17.75 22.74
Crude OIl 6.49 2.63 2.39 2.33 2.18
Bulk Cargo 8.80 13.72 15.83 17.93 18.35
Break Bulk Cargo 12.45 14.08 15.60 81.8 10.86
Total Import Volume 41.48 41.02 44.64 49.89 54.18
Growth Rate (%) 0 -0.29 1.57 2.25 1.66

Total Import +
Ex po rt 108.46 115.82 135.87 161.12 190.73

Growth Rate (%) 0 1.65 3.25 3.46 3.43

Source: Reproduced from the study report of TDRQ



2.4.2.1 THAl MERCHANT FLEET
This part is focused on Thai merchant fleet markietiland merchant fleet in 1996
was relatively lower than other countries in Soa#iteAsia. In term of capacity, the

national merchant fleet is ranked the fifth in thgion (see Table 2.12).

TABLE 2.12 PROPORTION OF MERCHANT FLEET IN ASEAN RHON, 1996

Total Capacity (Million DWT.)

Dry Bulk Container General Cargo
Country Total Tankers : : Others

Ships Ships Vessels

Singapore 25.722 11.839 7.863 2.642 2.196 1.1%$0
Philippines 13.902 0.258 11.077 0.221 2.075 0.211
Malaysia 6.132 1.025 2.268 0.491 0.981 1.36B
Indonesia 3.851 1.374 0.344 0.080 1.718 0.337
Thailand 2.303 0.263 0.871 0.296 0.850 0.02B
Vietnam 1.201 0.034 0.106 - 0.682 0.378
Brunei 0.352 - - - 0.004 0.348

Source: Reproduced from the Review of Maritime Fpont 1997, reports by
UNCTAD Secretariat.

Thailand’s economic growth during 1989 to 1997,evéepend on international trade,
for around 80 percent of GDP, with less extentifpreowned vessels carried out
these figures. Even though it is normal to depenébeeign owned vessels for trading

internationally, in case of Thailand it seem tad high.

This dependency has a considerable impact on métisecurity and economic
stability. The Thai merchant fleet had increassdshiare of Thailand’s international
trade by 8 percent in 1989 to 11 percent in 1984, share of freight charges from
7 percent in 1989 to 9 percent in 1997 (see Talilg)2



TABLE 2.13 SHARE OF SEABORNE TRADE OF THAI VESSELE)89 — 1997

Thai Seaborne Total Freight .
Shares of Shares of Freight
Trade Charge _
- Thai Vessels on Seaborne Trade

Year (Thousand Tones) (Million Baht)

(1,000 Tones) Percentage  (Million Baht) Percentage
1989 64,586 73,667 5,261 8.1 5,156 7.0
1990 69,427 89,319 6,665 9.6 6,877 7.7
1991 75,351 102,940 7,224 9.6 7,926 7.7
1992 84,011 112,930 7,981 9.5 8,695 7.7
1993 84,773 126,994 8,051 9.5 9,651 7.6
1994 77,582 144,927 8,622 111 11,304 7.8
1995 92,351 161,640 9,909 10.7 13,524 84
1996 106,388 193,865 12,317 11.6 17,517 9.0
1997 108,460 209,751 12,113 11.2 18,288 8.8

Source: Office of the Mercantile Marine Promotioan@mission, Maritime Information News
1989 — 1997.

2.5 PORT INDUSTRY OF THAILAND

Port industry in Thailand plays important rolesoftser maritime countries. Presently,
both river ports and deep-sea ports in Thailancel@nanged significantly in relation
to be a channel to facilitate strong and firm ecoiwosystem. They have provided
diversity of services e.g. the node of cargo transds origin and destination,

consolidation and distribution center of cargorid &om oversea and hinterland etc.

According to the Mercantile Marine Promotion Comsioe (MMPC), that

approximately 90 percent of total internationatigaf Thailand has been handled by



24 . " :
the country’s ports. Ports also influence the competitiveness of Enxgiorts and

the costs of imports as well. As ports in Thaildrave contributed to the economic
growth of the nation in majority of proportion @DP. Hence, next section is

devoted to explore the present situation of Thdilport industry.

2.5.1 PRESENT SITUATION OF THAILAND'S PORTS

Thailand’s ports are composed of both public pamsl private ports. However,
private ports are mainly serving their own cargdesllowing section will present
detail of both public and private ports. Figure Rldstrates the map of locations and

names of country’s ports.

Office of the Mercantile Marine Promotion Commissiop. cit., p.8.
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FIGURE 2.4 MAP OF THAILAND’S PORTS OF LOCATIONS
2.5.1.1 PUBLIC PORTS

Public ports in Thailand are under administratiohshe Port Authority of Thailand
(PAT) and the Department of Maritime Transport &wmmmerce (DMTC). These
two organizations are government agencies undeergigpn of Ministry of

Transportation. The management of the majority lmdiToublic ports falls under the

DMTC responsibility, except the two main ports carigkok and Laem Chabang



ports. The Board of Port Commissioners is respdmsibdetermining administrative
and operative policies. PAT takes responsibilitynanaging both Bangkok Port and
Laem Chabang port, but Laem Chabang’s terminalatioers are awarded to private
operators, like a land lord system. Other smalllipuports are Songkhla, Phuket,
Ranong, and Maptiput. Three of them, except Maptafall under direction of

DMTC and have been awarded to the private sectop@nations.

The Industrial Estates Authority of Thailand (IEA§)the landlord of Maptaput port,
but it has been awarded to private sector as Bailte Bangkok and Laem Chabang
ports are two of the most importance ports thaehauch influence to Thai economic,

next section will focus on these two ports, follal\®y the other three ports.

2.5.1.1.1 BANGKOK PORT

It is the first port established for the purposeirdérnational trade in Thailand and
wad constructed under government budgets (seed~R&)6). It provides very limited
services for bulk cargo and general cargo for ambpund leg. The whole outbound

leg is containerized cargo.
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FIGURE 2.5 MAP OF CHAO PRAYA RIVER PORTS

The estuary approach to the port is through thé&itt8neters long the Chao Praya
River, with bar channel of 150 meters wide in thaches and 250 meters in the bends.
So, piloting is compulsory. Dredging maintenance régjuired continuously to
maintain channel depth. It is the government paiecgevelop another principal post
of the country outside Bangkok to avoid traffic lplem, therefore, the containerized
cargo passed through Bangkok port has been limdethe maximum of 600,000
TEUSs per year.



2.5.1.1.2 LAEM CHABANG PORT

Laem Chabang port started its operation in 199&sdhtly, terminal services are
comprised of six container terminals, two dry-budke multipurpose, and one coastal
vessel terminal. The approach channel of navigatiothe port and berthing area

provide 14 meters of a draft (see Figure 2.6).

Source: Modified from http//www.Icb.pat.or.th/maimdp.html
Note: A refers to coastal vessels & ancillaryaers

A1l refers to coastal vessel terminal

A2 refers to Multi-purpose terminal

A3 refers to general cargo terminal

A4, A5 refers to Dry bulk cargo terminal

B1-B5 refers to containerized cargo terminals

C3 refers to containerized cargo terminal

C1, C2, and D1-D3 are for future extension.

FIGURE 2.6 MAP OF LAEM CHABANG PORT



Nowadays, Laem Chabang port has become the priredptainer port of the country.
It is the most modernized and the highest technolof infrastructures and

superstructures in container handling equipmerthbysupport of Thai government. It
is very competitive for this port in terms of can&xized cargo volume, which has

been increased continuously over the past sevesaaby

2.5.1.1.3 MAPTAPUT PORT

This port provides an approach channel depth & df&ters. Currently, there are four
berths for liquid cargo, one multipurpose berthg ame dry bulk berth. The main
purpose of the port is to serve the industrial {slaand petrochemical industry in

Maptaput area.

2.5.1.1.4 SONGKHLA PORT

It was established in 1988 by the Thai governmerlget. The operation has been
awarded to the private sector. But it is under sup®n of DMTC. It provides a

channel depth of 9 meters. Currently, this port thase berths in service and allow
for vessels with less than 8.5 meters draft. Howetles port is experienced in a

small proportion of cargo traffic.

2.5.1.1.5 PHUKET AND RANONG PORT

Phuket port is located in Phuket province on thelsinan Sea coast in the Southern
Thailand. It provides berthing for vessels of diafts than 8.5 metres. It services a
multipurpose berth, but is mainly utilized by theise ship. Ranong port is the latest
seaport on the Andaman Sea Coastline. It is lodat&hnong province and still less

effective in cargo transportation.



2.5.1.2 PRIVATE PORTS

All of the private ports are operated under theesupion and monitoring of the

Ministry of Transportation through DMTC. The impamt private ports are as follows.

2.5.1.2.1 PRIVATE WHARVES ALONG THE CHAO PRAYA RIME

This group of wharves is comprised of 55 dry cabgeths, 17 liquid cargo berths,
and 5 containerized cargo berths with the totalgtlenof approximately 7.7
kilommetres. They are located upstream of Bangkok Bnd have 6.8 metres draft
(7,000 DWT) and those are located downstream hawmetges draft (15,000 DWT).

2.5.1.2.2 PRIVATE PORTS AT SRIRACHA

This group is mainly located at Sriracha and Ray@&rgacha is located on the main
coastline immediately to the north of Laem Chaband is the main oil wharves of
the country.

The Sriracha wharves are comprised of 22 berthsyhi¢h 13 are jetties and 4 are
buoys for liquid cargo capable of receiving VLCCheldry cargo wharves are

comprised of four berths for 60,000 DWT vessels.

The Rayong wharves are comprised of one singlet poaoring capable of receiving
VLCC and one dry bulk berth for 100,000 DWT vessels

Koh Sichang Anchorages area is located east aratext to the island of Koh
Sichang, and comprised of some 50 anchorages aunaer of floating pontoons.

They functions as a transshipment facility handhmajnly dry bulk and general cargo.



2.6 THE PROJECTION OF CONTAINER PORT SERVICE DEMAND
IN THAILAND

According to MMPC the future main general cargo atwhtainerized cargo
throughput volumes of ports are forecasted as vi@l®angkok port and private

wharves providing feeder services to the transsaigmat Singapore and Hong Kong
ports, as well as for the short routes in the Asriagion.25 Laem Chabang port

capacity will be higher than demand of the courfitoyn 14.4 million tones and will

be increased to 24.3, 34.8, and 25.9 million tomes2006, 2011, and 2016
respectively. This anticipated figure raises thebpgm of how container terminals in
Thailand can attract the volume of containerizedyedo closely match the capacity
of facilities that will be provided. Two key com&irs users, shipping lines and
shippers, are the customers which PAT has to pentain in convincing them

satisfied with their expectation. Then, they wonldke sound return economic. This
thesis is aimed to explore and examine the keywfaathich would contribute to the

competitive advantage of container ports in Thailan

As Laem Chabang has been evidently promoted bylkttz@ government, hence, it
become the principal container port for handlingtamerized cargo of the exporting
and importing of the country. Laem Chabng port Bryv modern up to the
international standards as well as efficiency i@ linkage of the transport system in
connection with the Lad Krabang ICD, which actsaasinland container depot of
Laem Chabang port. Laem Chabang port's has beerlagmd to increase

containerized cargo volume to reach the demandairi tmers to call directly.

As a consequence, the main liner alliances have beking at Laem Chabang port
e.g. the Global Alliance of Tran-Pacific route oall twice a week, the Grand
Alliance one a week and the Cosco Container Limee @ week, and on the Trans-

Atlantic, the Grand Alliance calling once a week.

5
Office of the Mercantile Marine Promotion Comméssi op. cit., p.21.



2.7 SUMMARY

International trade is extremely important for Taad's economic growth and
stability. Statistical records of Thailand tradegoods and services have shown the
major role of sea transportation in the movementasfjo, and therefore the role of

the port as a gateway for the nation’s trade iy gegnificant.

To promote an export-oriented system, the Thai gowent has created policies and
regulations to give the industrial sector a bobhts has led to increase in the volume
of manufactured products, affecting the capacity efficiency of container terminals
and increasing demands on the Port Authority ofil&hd. Hence, a sound
organizational structure leading to efficient see& and economic returns is needed
in the Port Authority of Thailand and throughoué thetwork of container terminals.

The next chapter focuses on the organizationattstrel of sea transport in Thailand.

In summary, the maritime transport activities inalféind have been directed and
controlled by government bodies. However, in recgefrs this pattern of

management has been changed considerably. For &ie ports of the country,

especially Laem Chabang port, the government throB4T has launched and
implemented policies to increase performance arittiexicy. Specifically, the

service operations of Laem Chabang terminals haea lawarded to private sectors
in a long period of concession. This has evideldty to the higher performance
efficiency of handling services for port users. Addally, Laem Chabang port as the
principal container port of the country, it needsreasure key criteria of competitive
advantages from the attitudes of port users, shgppnes and shippers, to ascertain
the perceptions that have directly involvement. réfa@e, next chapter studies the
competitive advantages in business both theoregicdl alternative approached. The

measurement of these advantages is also explored.



CHAPTER THREE

THEORETICAL AND ALTERNATIVE APPROACHES TO
COMPETITIVE MAESUREMENT OF CONTAINER PORTS

3.1 INTRODUCTION

In an era of modern international competition, nradeontainer ports have to
compete by adopting a global strategy in whichait be contributed to higher returns

of all parties involved, i.e. maximize the sum obgucers and consumers’ surpluses.

Furthermore, customer satisfaction has to be aeHidsecause it “represents the

—_ 6
customer’s overall assessment of all elements oficge activities rendered bf’.

This chapter focuses on the theoretical approadhéameasurement of a container
port’'s competitive advantages in exploring theuefitial factors of competitiveness

on the performance of container terminal services.

This chapter, therefore, clarifies the approachésthe competitive advantage
measurement of container terminal services forctmainerized cargo traffic passing
through as origin or destination point. To prove ttequirement of competitive
advantage measurement of this thesis, the procassdwided into two steps. The

first is to frame the conceptual approach, follovgcadopting relevant.

3.2 COMPETITIVE ADVANTAGE STRATEGY FORMULATION

26
D.M. Lambert, J.R. Stock and L.M. Ellram, Fundataéof L ogisticsManagement(New York:
Irwin/McGraw-Hill, 1998),p.41.




In formulating the strategy of the firm in any irsity, competitive advantage is

significant. Pearce and Robinson proposes the psamfemaking the best strategy into
three ingredients as foIIow%:7

(1) The strategy must be consistent with condstiam the competitive
environment. Also, it must take advantage of emistor projected opportunities and
minimize the impact of major threats.

(2) The strategy must place realistic requinetsieon the firm’'s
resources. In other words, the firm’s pursuit ofrke& opportunities must be based
not only on the existence of external opportuniiesalso on competitive advantages
that arise from the firm’s key resources.

(3) The strategy must be carefully executed.

Competitive advantage is the product of at least oh the following: superior
efficiency, superior quality, superior innovatiar,superior customer responsiveness.
They are the generic building blocks of competigyantage. Achieving superiority
requires an organization to develop appropriate psience, which in turn is a

product of the kind of resources and capabilitied & company possesses.

Porter's framework, well known as the five forcesdel, focused on five forces that
shape competition within an industry. Porter argtneg the stronger each of these
forces is, the more limited is the ability of edistited companies to raise prices and
earn greater profits. A strong competitive forca ba regarded as an external threat
since it depresses profits. A weak competitive dooan be seen as an external
opportunity, for it allows a company to earn gregpeofits. But the analysis of
industries cannot be undertaken in isolation. liiks are embedded in a wider

macro environment, which comprises the technoldgisacial and demographic,

ecological, political and legal and broader maaror®mic environment.
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Changes in the macro-environment can have a dinggact on the five forces in
Porter's model. In relating to the external envimemts the independent variables
were subdivided into potential exogenous growthriber (threats) and potential
exogenous growth drivers (opportunities). The delacof variables for both groups
was influenced by the Porter’s five forces modal #me wider macro-environmental

view.

These theories establish the group of variablesmgmortant factors influencing
business success. According to Pearce and Robiisen, propose the notion of

external environment with which influence a firnelsoice of direction and action and,

. . o . 2
ultimately, it's organizational structure and |r||tarprocess.9

The external environment is classified into thrgernrelated subcategories: the factors
of remote, industry, and operating environment (&gere 3.1). This notion is useful
to the study of this research that needs to deberrthie situation of port industry
external environment in all subcategories. As asequence, the result of the external
environment analysis could become a set of analgaea to further progress in the

section of principal factors analysis.

In terms of internal environments, for formulatieffective strategy, the internal
analysis is the important second stage to implenusiiberately. Presently, the
internal analysis has received attention as beiogtigal underpinning to effective
strategic management. In regard to Pearce and Rwhinthe recent existing

approaches of internal analysis utilized by mosusiry are those of the resource-
based view (RBV), the value chain, and SWOT ans.l’);PsBriefIy, some details are

described. The variables that influence the lomgitebusiness success were
categorized into six areas including: resourcegalsgities, quality, efficiency,

customer responsiveness, and innovation.

9
J.A. Pearce Il and R.B. Robinson, op. cit., p.78.
0
J.A. Pearce Il and R.B. Robinson, op. cit., pp.168-



Remote Environment (Global and Domestic)
a. Economic
b. Social
c. Political

d. Technological

e

Ecological

Industry Environment (Global and Domestic)
a. Entry barriers
Supplier power
Buyer power

b
c
d. Substitute availability
e

Competitive rivalry

Operating Environment (Global and Domestiru
a. Competitors
b. Creditors
c. Customers
d. Labor

e. Suppliers

|| The Firm ||

Source: Reproduced from J.A. Pearce Il and R.Birgoln, Formulation, Implementation, and Control
of Competitive StrategfNew York: McGraw-Hill/Irwin, 2005), p.78.

FIGURE 3.1 EXTERNAL ENVIRONMENTS OF THE FIRM

There are basically four approaches to competistategy formulation in the
literature: resource-based strategy, activity-basetegy, and model-based approach,
and the concept of SWOT analysis. The followingtises describe in detail on the

approaches



3.2.1. RESOURCE-BASED VIEW (RBV)

The resource-based concept proposes the notiohreé¢ tasic types of resources.
These resources create distinctive competencietheoffirm ultimately. They are
tangible assets, intangible assets, and organmedtcapabilities. By the set of these
resources, in order to getting valuable internahlying, management has to
determine which of those resources represent shrergy weaknesses. Without the
appropriate resources, the company may not be #blereate a distinctive

competency.

The variables contributing to the resource-baseavvivere “acquisition of venture
capital, equity capital situation, trademark/latehd image. Mahoney and Pandian

convincingly argue that the resource-based approsdrporated concepts from the
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mainstream strategy view.

They observed that distinctive competencies, ame@fby Andrews, Ansoff and
Selznick, are a fundamental component of the resebased viev%.2 They also claim

that the resource-based approach can be considerddth branch of the
organizational economics tree of knowledge alonghwiositive agency theory

(Eisenhardt, 1989), property rights (Alchian, 198#&)mnsaction cost economics

(Williamson, 1985) and evolutionary economics (ldelsind Winter, 1982?5.3

Collis, on the other hand, critically examines twatribution of the resource-based

view of the firm to global competition in particaland to strategic management in

J.T. Mahoney and J.R. Panadian, “The resourcedbeigsv within the conservation of strategic
management”, Strategic Management Joyivial. 13, 1992, pp.363-380.

K.R. Andrew, The concept of Corporate Strated@@ow Hones-Irwin, Homewood, IL, 1971); H.I.
Ansoff, Corporate strategy: An Analytical Approatth Business Policy for Growth and Expansion
(New York, McGraw-Hill: 1965); P. Selznick, Leadbiig in Administration (New York: Harper &
gow, 1957).

K.M. Eisenhardt, “Agency theory: An assessment @view”, Academy of Management Review
Vol. 14, 1989, pp.57-74; A.A. Alchian, “SpecificitySpecialization, and Coalitions”, Journal of
Institution and Theoretical Economjc¥ol. 140, 1984, pp.34-49; O.E. Williamson, TheoBamic
Institutions of Capitalism: Firms, Markets, Relat@ Contracting (New York: Free Press, 1985); R.
Nelson and R. Winter, An Evolutionary Theory of Bomic Change(Cambridge: MA, Belknap Press,
1982).




general. Through a detailed field-based case stifidiree firms in the worldwide
bearings industry, he concludes that the resouase¢view of the firm complements

economic analysis and that both are essentialdongplete understanding of global

4
strategye.'

The resource-based approach is a recently artecll#tteory that is still under
development. Its origin dated to the seminal pemef\/Vernerfel'E’5 His review is
based mainly on Mahoney and Panadian and Peteraf pvbvide extensive
bibliographies?.’6 The connections between RBV and closely relatediglines, such
as organization economics or the theory of indalstorganizations, are well
developed by Conner and Mahoney and Pana?gia'ﬁhe remarkability of this

approach is that its explicit treatment of the wiieesources in strategy formation.

According to the resource-based approach, a fismsainable competitive advantage
depends heavily on its resources and how they sed.un particular, the theory
assumes that superior firms possess heterogenesasrces that differentiate it from
other firms and allow it to earn rents; that i€ #iverage and even marginal costs of
their products are below, perhaps significantlyolaethe market prices they receive.
The rents may be converted to sustainable profitorices exist which limit
competition for critical resources, once the indus$tas recognized their value. Two
factors limiting competition aramperfect imitability andimperfect substitutability of

heterogeneous resources.

Such factors exist when there are barriers duatengs, contracts, learning effects, or

market preferences that make imitation and sulbistituby other firms difficult or

D.J. Collis, “A resource-based analysis of globainpetition: the case of the bearing industry”,
gtrateqic Management Journ®bl. 12 (summer), 1991, pp.49-68.

B. Wernerfelt, “A resource-based view of the firn8trategic Management Journ®lol. 5, 1984,
pp.171-180.
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impossible. Moreover, critical resources of the eigr firm will be perfectly
immobile. Which means they are idiosyncratic angdehao use in other firms, or

imperfectly mobile, they can be traded but havé&éig/alue within the firm.

Finally, the theory stated that a firm can establisterogeneous new resources only if
there are limits to competition prior to efforts the part of the firm to create them.
Otherwise, the rents that the superior firm catizeavill be dissipated by excessive
costs of initial competition.

In reviewing connections between the resource-basetthiod and other research on

strategy, Mahoney and Panadian discuss four typesnts accruing to the superior
firms.?’8 Ownership of scarce resources such as valuabte fmoduction facilities

near markets, or patents leacdRicardian rents.

As the result of collusion or government protectitire firm may achieve monopoly
rents. Firms that undertake risky and entrepreabwentures in an environment
characterized by significant uncertainty or compieray realizeSchumpeterian, or
entrepreneurial rents. Firms with idiosyncraticogses that are scarce, but less

scarce and less sustainable than Ricardian resgumeg/ receive quasi-rents.

Dierickx and Cool address the issue of sustairtgpivhich they suggest is linked to

characteristics of the stock asset (heterogenesasirce) accumulation process. They

identify six phenomena affecting the efficacy 0t1§I$L|1)rocesse?§.9

Inefficiencies associated with attempting to created exploit heterogeneous
resources too quickly are calléidne compression diseconomies. The phenomena of
success breeding success in competitive endeawads ftoasset mass efficiencies:

they are akin to barriers to entry for late ensanta market.
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When creation of a valuable asset does not nedgdead to competitive advantage
because complementary assets are absent, the &snfdiled to recognize the
interconnectedness of stock assets. A loss of competitive advantage through
deterioration of heterogeneous resources is catiea erosion.

Finally, causal ambiguity refers to the uncertastand discontinuities associated
with a successful effort in creating a heterogese@source. If the causes of initial
success are difficult to identify, the firm may bard to pressed to sustain the

ensuring advantage, or to repeat the success. Dheept of a firm's core
. . . . . 0
competencies is an important idea linked to RBValitad and Hame‘ll). Core

competencies refer to those heterogeneous resotiraeprovide the superior firm

with sustainable competitive advantage.

3.2.2 VALUE CHAIN VIEW (VCA)

The activity-based view of the firm is mostly dlaJeFtorterA.'l According to Porter, the

sources of competitive advantage mainly center ctiviges, because a firm is
basically a collection of interrelated economia\atés of different sorts. In essence,
therefore, a firm’'s strategy defines its configumat of activities and how they

interrelate.

The basic unit of competitive advantage is theraetivity, and it is activities that
determine relative cost, buyer value, and hencterdifitiation. Porter arrays the
activity in a firm in what he terms the value chaimmd value system, where the term
value refers to customer value, from which, theepbal profit ultimately derives. In
this context, a firm’s strategy is manifested ia tay in which it configures and links
the many activities in its value chain relativecmmpetitors. Porter claims that the
resource-based view of the firm cannot be an atera theory of strategy, because

strategy cannot be separated from the cross-sattaeterminants of competitive

0
C.K. Prahalad and G. Hamel, “The core competefitkeocorporation”, Harvard Business Revjew
May-June, 1990, pp.79-91.

M. Porter, Comparative strategy: techniques falying industries and competitodNew York:
Free Press, 1980); M. Porter, The Competitive Athgm of Nations(New York: Free Press, 1991).




advantage and from the conception of a firm asllaat®mn of activities. Furthermore,
he states that resources are not valuable by tihessséut because they allow firms
to perform activities that create advantages inigdar markets. For him, resources
and activities are, in a sense, duals of each offfegse statements suggest that it
should be possible to establish an explicit linkngen resources and activities. The

term of value chain describes a way of looking &uainess as a chain of activities
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that transform inputs into outputs that customealsie.

Consequently, when this notion is applied to usenternal analysis of business
organization, it is an approach that attempts tdewstand how a business creates
customer value by examining the contributions dfedent activities within the
business to that value. It disaggregates the bssiimto sets of activities that occur
within the business. The set of activities stameth the inputs a firm receives and

finishes with the firm’s products or services afteérasales service to customers.

In other words, VCA attempts to look at its costsoas the series of activities the
business performs to determine where low-cost adgas or cost disadvantages exist.
Furthermore, involving this approach the conceptalfie added is applied in studies

on various ports.

According to Haezendonck and Winkelmans that “inggal terms, the value added
concept always aims at assessing the contribufipior activities to a nation’s Gross

Domestic Product"}.3

Also, in relating to C. Johnson and F. Wood thatltie added is important to all
participants in the supply chain. They must convigly demonstrate that their

contribution adds value to the entire process #&ad this value exceeds whatever

their contribution costsé}.4
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E. Haezendonck and W. Winklemans, “The Strategsitipning as an instrument for competition
analysis”,in Port Competitiveness; an economic and legalyaismlof the factorgdetermining the
competitiveness of seaparf@ntwerp: De Boeck Ltd., 2000), p.22.

4
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Oral and His associates are among the first toesyaically conduct competitive
analysis using model-based approach. For exampia, &d Dominique examine
competitive strategy formulation with respect tonuiacturing-market interface and
explicitly take into account the context of thenfiand the environment in which it
operates. They propose an analytical frameworkchkvicen be used to study how a

firm perceives the opportunities and threats iritgironment and attempt to optimize

. o . . . 4
its objectives subject to internal and externalst@ints. >

Oral (1993) extends the developments in Oral anthiDgue (1989). In his paper,
Oral proposed a model to measure the level of indlixompetitiveness, and also
describes its phase-by-phase implementation imge lglass making company. The

competitiveness level of the firm is expressed dsration of two major factors:

- . . 4
industrial mastery and cost superlor|t6y.

Industrial mastery is the indicator of a firm’s saes compared to its competitors in
terms of generating and managing capital and apeedtresources. Cost superiority,

on the other hand, is the indicator of a firm’suhpsage rated and input costs.

Studies on competitive analysis where the unitralysis is the operating unit- i.e.
plant or service center- are relatively rare in therature. There is a body of
practitioner literature on competitive benchmarkimghich provides normative

guidelines for identifying performance gaps betwpkmts, and identifying practices
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necessary to be at par with, or, outperform onefspetitors.

M. Oral and C-R. Dominique, “An analytical apprbato competitive strategy formulation”, IIE
transactionsVol. 29/3, 1989, pp.271-278.

M. Oral and C-R. Dominique, “A methodology for cpetitiveness analysis and strategy
formulation in glass industry”, European JournaDgferation Researcol. 68, 1993, pp.9-22.

F.G. Tucker, S.M. Zivan and R.C. Camp, “How to swa yourself against the best”, Harvard
Business Review, Vol. 65, No. 1, 1987, pp.8-10; Rtayes, S.C. Wheelwright and K.B. Clark,
Dynamic Manufacturing, (New York: Free Press, 1988)C. Camp, Benchmarking: The Search for
Industry Best Practices that Lead to Superior Perdmce (Milwaukee: WI, Quality Press, ASQC,
1989).




In the research literature, references to studies competitive analysis of
manufacturing and service operations of firms argeenely limited. At best, the
research literature on competitive analysis of {glaman be characterized as being in

the developmental stages.

The few studies where model-based approached haem lused to conduct
competitive analysis of the operating units of ranfiare Parkan and Sinha. Parken
proposes models for computing “operational competiess ratings” of a set of
production units. He illustrates the application tbese models to evaluate the
competitiveness of the branches of a major bankhemel operations. Sinha (1996)

proposes “moving frontier analysis” a method fondoacting competitive analysis of

dynamically-complex operations of a high technolaggnufacturing pIanAE3

Using a wafer fabrication plant of a semiconduatmanufacturing company as a
research site, he demonstrates the applicationowving frontier analysis over a 28
month period to determine (1) the gap between atplgperformance and industry
best practices, and (2) whether it will be possiblelose this performance gap, and if
so, the time it will take it do so. Competitive &rs®s presented in Parkan and Sinha

focus primarily on the measurement of competitiasneand do not provide much

S . ~, 4
insight into the drivers of competltlvenesgs.

3.2.3 SWOT ANALYSIS APPROACH

SWOT concept is another technique that has beesptet widely in analyzing the
internal structure of business organization in sgv@dustries. SWOT (the acronym
standing for Strengths, Weaknesses, Opportunitied &hreats) analysis is a

commonly used tool for analyzing internal and exa&renvironments in order to

C. Parkan, “Operational competitiveness ratingmfduction units”,_Managerial and Decision
Economics Vol. 15, 1994, pp.201-221; C. Parkan, “Measuttiing performance of hotel operations”,
Socio-Economic Planning Scienc&®l. 30, 1996, pp.257-292; K.K. Sinha, “Movingfitier analysis:
An application of data envelopment analysis for petitive analysis of a high-technology
mé':mufacturing plant”, Annals of Operations Reseaui. 66, 1996, pp.197-218.

Ibid.
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attain a systematic approach and support for asiecsituation. It usefulness is not

complicated in creating a quick overview of a compa strategic situation.

In referencing to Pearce and Robinson they proptsedefinitions of SWOT in the
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following:

(1) Strength is a resource advantage relative tapetitors and the needs of the
markets a firm serves or expects to serve.

(2) Weakness is a limitation or deficiency in omenwre resources or competencies
relative to competitors that impedes a firm’s efifex performance.

(3) Opportunity is a major favorable situation ifiran’s environment, and key trends

are one source of opportunities.

(4) Threat is a major unfavorable situation in ranfs environment, and threats are

key impediments to the firm’s current or desiredipon (see Figure 3.3).

In addition, the main objective of SWOT analysisnigking a favorable match
between a firm’s internal resources and externahgon. In other words, it is built on
the results of an RBV of a firm to aid strategi@igsis. Furthermore, according to R.
Jauch and F. Glueck “internal analysis is the @gedy which the strategists examine
the firm’s marketing and distribution, research atelelopment, production and

operations, corporate resources and personnelfimarite and accounting factors to

determine where the firm has significant strengiing Weaknesses5’2.

Internal diagnosis is the process by which strategiletermine how to exploit the
opportunities and meet the threats the environngeptesenting by using strengths

and repairing weaknesses in order to build sudtéreompetitive advantages.

P. Kotler, Marketing Management: Analysis, Plampinmplementation, and Controb" ed.,
Prentice-Hall International Edition, 1988; T.L. Wiher and J.D. Hunger, Strategic Management and
Eusiness Policy5" ed., Addison-Wesley Publishing, Reading, MA, 1995.

1 .
J.A. Pearce Il and R.B. Robinso@p. Cit, pp.166-169.

2
L.R. Jauch and W.F. Glueck, Business Policy andt&gic Managemen(Singapore: McGraw-Hill,
1988),p.156.




In a real situation, every company is confrontethwi variety of internal and external
forces, which on the one hand can comprise potestiraulants, or on the other hand
can compromise potential limitations as regardspgrformances of the company or
the objectives the company wishes to achieve.

As a first step in the development of a stratedgmping system, business managers
should therefore commence with the identificatiowl @valuation of these strategic
factors that assist or hinder the company in reaghs full potential. Because every
company is confronted with a dynamic environmehg telative importance of a
strategic factor will change constantly, to thisalgsis is according to be of a

permanent nature.

This list of strategic factors can be used as atpafideparture for the actual strategic
plan within a small or medium sized enterpriseisita flexible instrument. The
greatest advantage is that it helps managers ofl smé medium sized enterprises
survey the different management areas, gain insigbtthe significance within the

framework of the company, and accordingly initistéable actions.

Good performances within a company are the restiiterrect interaction of business
management with its environment. This environmemt be of either an internal or
external nature. To operate successfully in trepeet, the company must concentrate
its future objectives on its strengths, while awegyttendencies related to the

companies’ weaknesses. Responding to internalgihrerand weaknesses is therefore

an essential component of the strategic manageplmea:»slsssS.3

But success can only be achieved in this respettetextent that one is familiar with

the opportunities and threats resulting from thiemal environment. The recognition

of the internal strengths and weaknesses, as welki@rnal opportunities and threats,
takes place on the basis of a study, also call®d/@T-analysis.

3
R.D. Hisrich and M.P. Peters, Entrepreneurshiartisig, Developing and Managing an Enterprise
(Boston: Homewood, 1989).




No standard list of crucial factors that apply &k companies exists because of the
specificity of this set. SWOT-analysis uses to gsed the companies internal and
external environment. The investigation of the iné environment will accordingly
result in an overview of all weaknesses and sttengtf the company, while the
investigation of the external environment will ritsin an overview of all

opportunities and threats.

The external environment consists of variablestegutside the company, which in
the short-term are not under the control of the mamy. These variables form the
context in which the company exists and functidrtee external environment can be

further subdivided into a direct environment andratirect environment.

The direct-environment includes those elements mums, which are directly
influenced by the actions of the company. Exampfdbese are the shareholders, the
government, the suppliers, the local authoritiése tompetitors, the clients, the
creditors and the employee’s organizations.

The indirect-environment includes more general derchat primarily have an
influence on the long-term decisions of the compasych as economic, socio-
cultural, technological, political and juridicalfimences.

The internal environment of the company consistsasfables within the company

itself, of which the business management of thepaomg does not have an influence
. 4 . . . .
in the short-terrr?. These variables form the enterprise context inctvhwork takes

place. They also include the company structure, dcbmpany culture and the

resources of the company.

The formulation of a strategy is a process fordbeelopment of long-term plans, to
effectively respond to environmental opportuniteasd threats in the light of the
strengths and weaknesses of the company. Poimtspairture here are the objectives

of company management, which determine the long-t&jectives to be achieved.
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The course to be taken by the company to realigeigicalled the company strategy
or the company policy. The internal and externatdes most important to the
enterprise’s future are referred to as strategitofa and they are summarized within
the SWOT analysis. The final goal of strategic plag process, of which SWOT is
an early stage, is to develop and adopt a strategyiting in a good fit between
internal and external factors. SWOT can also bed ushen strategy alternative
emerges suddenly and the decision context relgwamthas to be analyzed. If used
correctly, SWOT can provide a good basis for susfaésstrategy formulation.

Nevertheless, it could be used more efficiegﬁy.

When using SWOT, the analysis lacks the possibiftgomprehensively appraising
the strategic decision-making situation; merelyppinting the number of factors in
strength, weaknesses, opportunities or threat gralges not pinpoint the most
significant group. In addition, SWOT includes noans of analytically determining

the importance of factors or decision alternatives.

The further utilization of SWOT is, thus, mainlydesl on the qualitative analysis,
capabilities and expertise of the persons partigigain the planning process. As
planning processes are often complicated by nursesroteria and interdependencies,
it may be that the utilization of SWOT is insufgait. Hill and Westbrook (1997)
found that none of the 20 case companies priodtinelividual SWOT factors, on

grouped factors further into subcategories, ang dmtee companies used SWOT
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analysis as an input for a new mission statement.

In addition, the expression of individual factorasaof a very general nature and brief.
Thus, it can be concluded that the result of SW@alysis is too often only a
superficial and imprecise listing or an incomplgtalitative examination of internal
and external factors. Applications for gaining extralue from SWOT analysis is

further strategic planning processes have beerepies.
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Weihrich presented the SWOT matrix, which helps sigstematically identify
relationships between threats, opportunities, wesées and strengths, and offer a

structure for generating strategies on the basisasie relationships. Procter presented

a computer package partly based on Weihrich’s SW(aﬂFix.57

In Procter’s package, computer-aided creativitycpdures words for decision makers
to use in identifying strengths, weaknesses, oppdits and threats. In addition,

Procter's method includes creative generation aistematic evaluation of strategic

aIternativesS.8

Flett introduced a method of initiating and crylitalg conceptual thinking. His
method is a mix of Kipling’'s five Ws (What, When,h, and Why). The method

results in a broad in scope and innovative strategianagement planning
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framework.

Kotler presented that external factors could bessifeed according to their
attractiveness and success probability (oppores)itand seriousness and probability

of occurrence (threats). Internal factors could raees by their performance and

importance. In addition, he subdivided SWOT by bess unit6.0

Wheelen and Hunger summarized the external andnadtestrategic factors into
EFAS (Synthesis of External Strategic Factors) #WS (Synthesis of Internal
Strategic Factors). They showed how internal artdreal factors can be weighted
and rated to illustrate how well management is gedmg to these specific factors
(rating) in light of their perceived importance ttee company (weight). Weighting

was carried out at scale from 0.0 (not importaotl 0 (most important) so that the

7
H. Weihrich, “The SWOT matrix: a tool for situatial analysis”,_Long Range Plannjndol. 15,
IE\)lo. 2, 1989, pp.54-66.

R.A. Proctor, “Selecting an appropriate strategystructured creative decision support model”,
Marketing and Intelligence Planningol. 10, No. 11, 1992, pp.21-24.

F. Flett, “Innovation in mature companies-reju@raor stagnation?”, Management Decisiviol.
27, No. 6, 1989, pp.51-58;
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sum of the weights was 1.0 and rating at scalearjdo 5 (outstanding). The product

of their two strategic factors was a weighted saodécating how well the company is

, e . 1
responding to current and expected strategic fadhoits enwronmen?.
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Source: Reproduced from J.A. Pearce Il and R.Birgoln, Formulation, Implementation, and Control
of Competitive StrategfNew York: McGraw-Hill/Irwin, 2005), p.160.

FIGURE 3.2 THE VALUE CHAIN
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FIGURE 3.3 SWOT ANALYSIS DIAGRAM
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3.3 THE COMPETITIVE ADVANTAGES OF SEAPORTS

This section concentrates on the specific competifidvantage in seaport industry
directly. The influential works of former studieseasurveyed to make wider
illustration of seaport competitiveness of competindvantage measurement.

Haezendonck and Notteboom studied the underlyingedsions of determinants that
influence seaport competitiveness. They also pregpastheoretical framework based
on the Porter's diamond of competitive advantagheyl made a field survey,
guestionnaire and interviews based on a questiomn@ai identify the perceptions of
senior business executives and port experts onkéye sources of competitive

advantage of the port of Antwerp.

Subsequently, they designed the “double diamondefsbare produced to serve the
study purpose with which incorporates government@rance into the former model
of Porter. To a less extent, they also take intosmteration of the domestic and

foreign diamond perspective relevant to the actpmsrating in the port (see Figure

3.4)%?

It seems that the model of double diamond, as destabove, is very useful; hence,

it has been developed to use for this thesis.
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Factor conditions

Basic Advanced
Government . Location bound Location bound
-infrastructure projects -geographical location  -skilled labour
—!nvestmgnts/sub&dles -maritime access -inland access
-information -port infrastructure
-education
-science and technology Non-location bound Non-location bound
-capital -EDI, technology know-how
-superstructure

Supporting industry
-shipping agents

-ship repair Port competition
:Icnussligarﬂces Competitive -internal
h . Performance of -international
-towing services ort bet terminal
-dredging companies P “hetween termina
-foreign direct investment

-petrochemical

industry

-supplies ”

—naﬂ‘t)ical experts Demand conditions Chance

-transport companies -producers -flooding

-railways -shipping -earthquakes

-inland navigatio Cel Rl -politics
-consumers _strikes

Source: Reproduced froln. Haezendonck and T. Notteboom, “The competittatage of seaports”,

In Port Competitiveness: An Economid aregal Analysis of the Factors Determining the

Competitiveness of Seapp#edited by M. Huybrechts, H. Meersman, E. Van dende, E.
Van Hooydonk, A. Verbeke and W. WinketrmgAntwerp: De Boeck Ltd, 2002), p.84.

FIGURE 3.4 THE EXTENDED PORTER DIAMOND APPLIED TCEAPORT

Tongzon in the work of “systematizing internationaénchmarking for ports”

introduced a systematic approach to identifyingilsinports based on the technique
of principal component analysis. By the technigtisystematic approach, he used it
to identify the most important factors underlyimg tport classification. The first stage

he made a selection of criteria used for groupiadgspunder similar contexts. There
. o .63
are six quantitative measures of performance regdb:

1) total throughput;

2) number of commercial ship visits;
3) vessel size and cargo exchange;
4) nature and role of the port;

5) port function;

6) infrastructure provided.

J.L. Tongzon, “Systematizing international benchmay for ports”, Maritime Policy and
ManagementVol. 22, No. 2, 1995, pp.171-177.



Notably, this study examined only the performanteantainerized cargo handling.
In the stage of data analysis he employed the ipaghcomponent analysis technique
to develop comprehensive performance indexed tefpthe individual measures of
context developed and to identify those significantlicators underlying the

classification of ports.

Ircha’s study of “port strategic planning: Canadiaonrt reform” proposed to
determine the resources available to exploit egtespportunities and defend against
threats. It is also devoted to consider the infesteengths and weaknesses of
Canadian ports. The ultimate purpose of the wotkragdetting the result of data
analysis is to provide some recommendations tostnaegic plan committee of
Canadian ports. Ircha’s work used the techniqueSWOT analysis to make
thoroughly understandable the port’s role and ésponse to internal and external

challenges. The analysis was conducted by thevedaihputs from stakeholders and
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customers.

As SWOT technique is accepted in its capabilityamalyzing the environment of
business organization, so this thesis will also leggpit for internal and external

environment’s analysis of container port.

Doom and Colleagues purposed the conceptual frankesvothe strategic inland port

planning by adopting a multi-stakeholder approddiey proposed the nine steps of
process in developing an inland port strategy masga. On the step of analysis of
the current situation of each perspective (soemdnomic, security, etc.) they allowed
a descriptive method, then part of the resultsumed to make a questionnaire for
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making in-depth interview of port users and locaheunity.

M.C. Ircha, “Port strategic planning: Canadiantpeform”, Maritime Policy and Managemenfol.
%8, No. 2, 2001, pp.125-140.

M. Doom, C. Macharis and A. Verbeke, A framewook $ustainable port planning in inland ports;
a multistakeholder approach”, The internationabaigion of maritime economists annwainference
proceedingsKorea Maritime University, Busan, 2003, pp.29&31




Subsequently, the previous conducted analysis’ ubutpll be taken to derive the
SWOT analysis of each port zone. Hence, the prapolea of their work on the steps
of analysis, current situation, and internal analysf organization are suitable in

adopting to utilize in this thesis.

Heaver presented the idea of improving competiggsnbut did not carry it further to
include evaluation. He focused on the changes ¢hni@ogies have affected the
structure and competitiveness of the port industinst, the industry has moved from
one in which dominantly public capital was usegtovide common user facilities, to
one in which more private capital has been useg@rtwide terminals which are

designed to serve the logistics requirements ofemmarrowly defines groups of

shippers. Secondly, the efficiency of port cargmdilmg and of ocean and inland
transportation services has increased so greattythle geographical monopoly power

once enjoyed by ports has been eroded greatly.

He also pointed that the market power of ports hasn affected greatly by
technological developments in port and in the fpanstion industries that serve them.
These including: specialization of ships and teatsnincreased efficiency of inland
transport systems; terminals have been effectitBardevelopment of more efficient
throughput capacity; terminals are more likelyéove one of a few logistics systems;
terminals are becoming more capital intensive; piivate investment in terminals is

increasing.

He concluded that the individual terminals have odpee more important that
previously to the selection of port routings andrieals are the major focus of
competitive strategy, not ports. However, in caBeantainer terminals, he gave a
suggestion that the critical contractual relatiopstbetween terminals and shipping
lines are normally and the focus to performancehenterminal raise new questions

about the strategies of port authorities in terintheir ability to provide added-value
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services based on the economies of scale or scope.
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Dowd and Leschine provided a perspective on USaboeit terminal productivity-
how it is measured, the validity of the measuremeised, and the factors that affect
productivity elements. They described that the témon the productivity of a
container terminal may be imposed by either physicainstitutional factors or a
combination of both: physical limiting factors inde the area, shape and layout of
the terminal, the amount and type of equipment labkd, and the type and
characteristics of the vessels using the terminatjtutional factors may be imposed
on a terminal operator by any of the enterpriseghe containerization system
including such things as union work rules, impogat mix, container size mix,
container available, stow of arriving vessels, oost regulations, intermodal links,

and various requirements imposes on the termiradadpr by the carrier.

They concluded that there is no universal methodvalidation to compare
productivity on an international, national or pwitde basis and comparison between
ports must be made carefully, selectively, on aedsscase basis. Thus, they
suggested that the measurement of container pretydtas more in common with a
commercial art form than with science and contateeminal productivity must be
considered in a system perspective for it to bemaiximum value to industry.

However, they provided a guideline of useful coaesaions when considering

. . N : 7
container terminal productivity, as shown in Ta1§]ﬁ.6

Carbone and Martino analyzed the competitivenegsods on the challenge within
the trend of high-integrated supply chain, in whpgrts act as a member of a given
chain. They adopted a supply-chain management (Sagjoach as a method of
analysis to analyze how port operators are involwea given supply chain. The
requirements for seaport services are growing daogrto: physical accessibility
from land and systematic organization of the infation flow are decisive factors for
the industry with regard to the choice of a seapdence, the perception perceived
that the competitive position of a port is not odtermined by its internal strengths
(efficient cargo handling and hinterland connedjdout it is also affected by its links

in a given supply chain.

7
T.J. Dowd and T.M. Leschine, “Container terminedquctivity: a perspective”, Maritime Policy
and Managemenvol. 17, No. 2, 1990, pp.107-112.




TABLE 3.1 PRODUCTIVITY MEASURMENTS AND FACTORS AFRETING
CONTAINER TERMINAL PRODUCTIVITY

Terminal Systemic factors Other limiting Productivity Productivity
operational influencing influences on measure factor

elements productivity operations measured

- Area, shape, layout - How many
) - Yard handling containers must - TEU/yr/gross acre|

Container ] - Yard throughput

methodology be grounded, - TEU capacity/net
yard ) i ) - Yard storage

- Box size mix stacked (inc. storage area
- Dwell time chassis)

- Crane characteristics
] N - Moves/gross gang
- Level of skill, training

o or crane hours - Net productivity
- Availability of cargo ) ) )
Crane - Operational delays| minus down time | - Gross
- Breakdowns o
- Moves/gross productivity

- Breaks in yard support
o gang or crane hours
- Vessel characteristics

- How much .
. N - Container/h/lane
- Hours of operation weighing, )
) ) - Equipment - Net throughput
- Number of lanes inspection,
Gate . i moves/h/lane - Gross
- Degree of automation - Documentation
o - Truck turn-around| throughput
- Availability of data checks are }
: time
expedited

- Vessel scheduling - Container vessel

- Extent of berth ) o

Berth - Berth length LB shifts worked/yr - Net utilization

utilization i
- Number of cranes /container berth
- Gang size
- Work and safety rules

) o - General tempo - Number of - Gross labour
Labour - Work force skill, training, . o
o of operations moves/man-hour productivity
motivation

- Vessel characteristics

Source: Reproduced from T.J. Dowd and T.M. LescHi@entainer terminal productivity: a
perspective”, Maritime Polignd ManagemenVvol. 17, No. 2, 1990, p.109.

As a consequence, the risk for ports losing impartastomers can be derive not only
from deficiencies in port infrastructures, termimglerations and inland connections,
but also from the customers’ service network reoigion and its entry into new

partnerships with logistics services providers, cihmay be using a different hub.

Carbone and Martino considered a seaport as aeclo$torganizations in which



different logistics and transport operators areoiwed in bringing value to the final
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customers.

Goss discussed the strategies, which might be edopy port authorities and
analyzed the several forms of competition relevargeaports. However, he did not
make any analytical measurement on the competitienpresented the competitive
forces in port industry into five forms: competitibetween whole ranges of ports or
coastline; competition between ports in differeotumtries; competition between
individual ports in the same countries; competiti@tween the operators or providers
of facilities within the same port; and competititietween different modes of
transport. In terms of strategies, he proposednabeu of distinct strategies that a port

authority may adopt including: minimalist; pragneagpublic service; and competitive

strategy(.38

Turner examined the possible consequences of geaplary alternatives within the
framework the current of competitive environmeng.d@mparing a base model of an
existing mixed dedicated and common-user seapomntoalternative policy that
effectively pools all carriers’ demand for terminaérvices. He employed the
stochastic simulation modules as a tool for conmgarthe impact of policy
alternatives by comparing a base model of an exjstiixed dedicated and common-
user seaport to an alternative policy that effetyivpools all carriers’ demand for
terminal services. Additionally, he also appliece tigeneral inventory/customer

service concept to the study in response to thepetitive conditions seaports may be

. . 69
forces to carry the burden of high customer semecgirements.

V. Carbone and M. Matino, “The changing role oftpdn supply-chain management: an empirical
%galysis“, Maritime Policy and Managemg¥bl. 30, No. 4, 2003, pp.305-320.

R.O. Goss, “Economic policies and seaports: 2. dihersity of port policies”, Maritime Policgnd
I(\S/IéamagementVol. 17, No. 3, 1990, pp.221-234.

H. Turner, “Evaluating seaport policy alternativasimulation study of terminal leasing policy and
system performance”, Maritime Policy and Managem¥at. 27, No. 3, 2000, pp.283-30.




Heaver focused on the effects on ports of the clogegration that is developing in
the maritime and port industries, in the differéamms of co-operation among liner
shipping firms on a global basis: joint venturegrgers; strategic alliances; and cartel
agreements, on the emphasis of development in Eurbjevertheless, he only
presented an analysis in the way of descriptiveaggh in reviewing the currently
competitive environment of port industry in Europte proposed the idea that it is
necessary to examine the strategic interests obrmmaprket players in the port
activities including: shipping companies; port aurtties; stevedores; inland transport

modes. He summarized the heterogeneity of porvites reflected in a diversity of

market player, each with their own objectives, scarhd impact (see Table 375

70
T.D. Heaver, “Do mergers and alliance influencerdpean shipping and port competition”,

Maritime Policy and Managementol. 27, No. 4, 2000, pp.363-373.




TABLE 3.2 OBJECTIVES, TOOLS AND IMPACT

Market - :
Objectives (possible) Tools Impact
players
- Tariff
- Larger vessel
) o - Cost control ] o
- Profit maximization ) - Rationalization of
o (capacity, volume, B
Shipping | - Market share i ) sailing schedules
) time, co-operation,...) ) )
companies| - Control over ) - Alliances and consortia
o ) - Marketing ) )
logistics chain - Dedicated terminals
- Range and level of
service
- Contribution to cost
minimization
for logistics chain (both - Maritime access - Further information
through port dues and time | - Land and concession maritime access
Port Costs) policy - Guaranteeing of social and
authorities | - Maximization of cargo - Socio-economic economic stability
handling negotiations - Concession policy affects
(public company) - Pricing setting industrial structure
- Maximization of profit
(private company)
- Profit maximization il .
- Pricing setting
- Long term customer loyalty,
) i - - Technology of goods
including through logistics : s - Returns to scale
] handling aimed at speed, )
Stevedorey services and value-added ity for terminals
uali
activities (e.g. stuffing and . - Industrial logistics
o - Range and level of
stripping, storage i
. . . service
pre-delivery inspection)
. - Tariffs
Hinterland ) o
- Profit maximization - Speed ) B
transport o - Fierce modal competition
- Market share - Flexibility
modes .
- Capacity
Freight . o ) .
- Profit maximization ) - All-in-one price
forwarders - Tariffs
- Customer loyalty for door-to-door transport
and ) o - Range and level of )
o - Diversification (e.g. added ) - Strong dependency (in both
shipping o . service o
logistics services) direction)
agents
S - Negotiating power - Scale increase (positive
- Minimization of total . _
Owner ) o (dependent impact on negotiating
generalized logistics o N
of goods on availability of position

costs (including time cost)

alternatives)

- Greater volatility

Source: Reproduced from T.D. Heaver,

“Do mergedsalliance influence European shipping and

port competition”, Maritime Policy anbnagementVvol. 27, No. 4, 2000, p.367.




There are, in briefly, a number of existing pubtiicas have attempted to analyze the
fierce competition for market share among portated within the same region and
serving approximately the same hinterland. Reb&eascwho have adopted a wide
range of approaches and key determinants in measyort performance and

efficiency have addressed the subject of port perdnce.

According to Fleming and Hayuth, geographical lmrats vital to explaining a port’s

" 71 . o .
competitive success. Baird has stated that faster turn around timeiwithe port is

. . 72 . .
an important factor in port advancementTabernacle has illustrated the importance
of crane productivity in enhancing port performanagh the help of the learning

%3
curve concept.

Tongzon has come close to determining the overall performance by looking at

factors such as location, frequency of ship catmnomic activity within the sector,
labour and capital productivity and work practiceghin the port.74 There is
extensive literature on freight transport choicesloifppers centering on modal choice
and carrier selectiozfr.’ These articles have listed the “route factors” hswas

frequency, capacity, convenience, transit timestdactor” such as freight rate and
“service factor” such as delays, reliability, avande of damage, loss and theft as
some of the important factors influencing the decif the shippers in their choice

of a carrier.

1
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A. Baird, “Containerization and the decline of Uggstream urban port in Europe”, Maritime Policy
and Managemenvol. 23, No. 2, 1996, pp.145-156.
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22A, No. 3, 1994, pp.234-281.
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Furthermore, the trend of recent context of comtaport competition points towards
shipping lines as the key players in determining phoice with increasing attention
given by them to provide logistical services on labgl basis in an integrated

approach.

However, Robison suggested that shippers play therkle in determining port
choice. He suggested that ports are “element endoedd value-driven chain
systems” and it is important for the port and nve=e providers to offer sustainable
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value to its users vis-a-vis other competing valueen chain systems.

In terms of competitiveness, Haezendonck and Nottebprovided a comprehensive
appraisal by showing that hinterland accessibilipypductivity, quality, cargo
generating effect, reputation and reliability awsectbrs, which proved critical in

: o\ , . ,
strengthening a port's competitivenessOceanic and hinterland distances were also

found to play a significant role by Malchow and Iéiami.78

As a whole, the factors that influence a port’s pefitiveness can be summarized in
: 7
the extensive framework proposed by Rugman and ekerbg These factors were

grouped into six categories that include factor ditons (production, labor,
infrastructure etc.); demand condition; related aswpporting industries; firm
structure and rivalry; chance; and government watetion. Klink and Berg defined a

seaport’s hinterland as the “continental area @fimrand destination of traffic flows

through a port i.e. the interior region servedl’tmyp;ort”.80
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3.4 CONCEPTUAL FRAMEWORK OF CONTAINER PORTS’
COMPETITIVE ADVANTAGE MEASUREMENT

It is commonly accepted that the measurements ofpetitive advantage of any
business organization have two main alternativbggative and subjective methods.
As the purpose of this thesis that needs to explweerceptions of container port’s
customers relative to the competitiveness of tha&tatoer port, thus, the subjective

approach of measurement is adopted.

As a consequence, the measurement of containecqopgietitive advantages needs to
focus on the key criteria of container port perfanoe that will make and contribute

to the users’ highest satisfaction.

3.4.1 THE PROCESS OF ANALYSIS METHODOLOGY

The methods of measuring were comprised of fivpsste

1) The environments of external and internal oftamer port must be
assessed by the SWOT analysis technique;

2) The general variables of container port’'s comipehess must be found,;

3) The analysis of general variables has to bénatlan pursuing the principal
component analysis technique;

4) The pairwise comparisons of each level of tieearchy model of container
ports’ highest competitiveness are made in kteig to fulfill the objective

of this thesis.

For the first two steps are derived from the prasigtudies and official documents,
thus in turn they become the sources of secondaty tv make analysis in the first
step. Then, the latter three steps the questiesaurvey are used to collect the data
of consumers’ attitudes to derive the ratio of sablye value of potential factors of

container port’'s competitiveness.



3.4.2. PRINCIPAL COMPONENT ANALYSIS (PCA)

According to one of the objectives of this thesisdefine the influential factors
contributing to the competitive advantage of camaiports, thus the well-known
PCA is employed. This is because the nature ofestilp measurement of personal
attitudes and fixed weights are distributed to gadividual, hence, this techniques is
compatible to solve the problem to obtain the mornpetitive index. The rationale

for using principle component analysis is that etps one to reach an aggregative

: : o - 81
representation form various individual port perfarme indicators.

However, there are some claimes about the rotati@thod of factor analysis
regarding reliability. Basilevsky stated an equeval situation also exists in factor
analysis, where coefficients may be estimated useleeral different assumptions, for
example, by an oblique rather an orthogonal mosielce an initial solution can

always be rotated subsequently to an alternatigesshiould this be required.

Although transformation of the axes is possiblehvaihy statistical model (the choice
of a particular coordinate system is mathematicathjtrary), in factor analysis such
transformations assume particular importance in esofiput not all) empirical

investigations.

The transformations, however, are not an inhereatiufe of factor analysis or other
latent variable(s) models, and need only be emplaydairly specific situations, for
example, when attempting to identify clusters ia tfariables (sample) space. Here,
the coordinate axes of an initial factor solutiosually represent mathematically
arbitrary frames of references which are chosegronnds of convenience and east
of computation, and which may have to be alteredabse of interpretational or

substantive requirements. Therefore, contrary toesclaims, the matter is that the

81
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rotation of factors is not intrinsically subjective nature and, on the contrary, can
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result in a useful and meaningful analysis.

The single most distinctive characteristic of facamalysis is its data-reduction
capability. Given an array of correlation coeffiti® for a set of variables, factor-
analytic techniques enable us to see whether sowerlying pattern of relationships
exists such that the data may be rearranges oceddin a smaller set of factors or
components that may be taken as source variablesuating for the observed

interrelations in the data.

The most common applications of the method may lassified into one for the

following categories: (1) exploratory uses- thelergtion and detection of patterning
of variables with a view to the discovery of newncepts and a possible reduction of
data; (2) confirmatory used- the testing of hype#se about the structuring of
variables in terms of the expected number of sigamift factors and factor loadings;
and (3) uses as a measuring device- the constnuofionduces to be used as new
variables in later analysis. The three ordinarypstef factor analysis are (1) the
preparation of the correlation matrix, (2) the egtion of the initial factors- the

exploration of possible data reduction, and (3)rtitation to a terminal solution- the
search for simple and interpretable fact%?’rﬁach step will be examined in greater

detail.
3.4.2.1PREPARATION OF CORRELATION

The first step in factor analysis involves the adton of appropriate measures of
association for a set of relevant variables. Theureaand scope of the variables
included in the analysis have crucial implicatidios the factor results and their
possible interpretation. Granted that some typeaofelation matrix is used as the

basic input to the factor analysis, the user hasesalternatives; correlation between

2
A. Basilevsky,_ Statistical Factor Analysis and &etl Methods: Theory and ApplicatioriiNew
York: John Wiley & Sons, Inc., 1994).

3
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McGraw-Hill, 1975), pp.468-473.




variables (or attributes) or association betweedividuals or objects may be

calculated. Suppose we have data on 10 individodkyrms of 8 social characteristics.
We could calculate the correlation between eachgdaocial characteristicR{type)

or between each pair of individual®-type). It factor analysis is applied to a
correlation matrix of units (objects, individuaBsgmmunities, or the like), it is called

Q- factor analysis, while the more common varietgdazhon correlations between

variables is known aR-factor analysis.

3.4.2.2EXTRACTION OF INITAIL FACTORS

The second step in factor analysis is to exploee data-reduction possibilities by
constructing a set of new variables on the basih®finterrelations exhibited in the
data. In doing so, the new variables may be defiasdexact mathematical
transformations of the original data, or inferelnéissumptions may be made about the
structuring of variables and their source of vasiat The former approach, which
uses defined factors, is called “principal compdrasralysis”.

Whether factors are exactly defined or are infernatlal factors are usually extracted
in such a way that one factor is independent frben other; that is, factors are
orthogonal.

3.4.2.3 DEFINED FACTORS

Principal component analysis is a relatively stidfigyward method of transforming a
given set of variables into a new set of compogiteables or principal components
that are orthogonal (uncorrelated) to each othehatwvould be the best linear
combination of variables- best in the sense traptrticular combination of variables
would account for more of the variance in the degaa whole than any other linear

combination of variables.

The first principal component, therefore, may bewed as the single best summary
of linear relationships exhibited in the data. Beeond component is defined as the
second best linear combination of variables, urtler condition that the second

component is orthogonal to the first.



To be orthogonal to the first component, the second must account for the
proportion of the linear combination of variabléstt accounts for the most residual
variance after the effect of the first componentesmoved from the data. Subsequent
components are defined similarly until all the gage in the data is exhausted.

The principal component model may be compactly esged as follows:

z, =a,kF +a,F, +-+a,F,
where each of the n observed variables is desciilpedrly in terms ofn new

uncorrelated components,F, ---,F,, each of which is in turn defined as a linear

n’'

combination of then original variables.

Since each component is defined as the best Isw@amary of variance left in the
data after the previous components are taken d¢atkeofirst m components- usually
much smaller than the number of variables in the s®y explain most of the
variance in the data. For factor analytic purptise,analyst normally retains only the

first few components for further rotation.

3.4.2.4 INFERRED FACTORS

Classical-factor analysis, on the other hand, sedundamentally on the faith that
the observed correlations are mainly the resultsoofie underlying regularity in the
data. More specifically, it is assumed that theeobsd variable is influences by
various determinants, some of which are sharedthgrovariables in the set while

others are not shared by any other variable.

The part of a variable that is influenced by tharsd determinants is usually called
common, and the part that is influenced by idiosyncrdtterminants is usually called
unique. Under this assumption, the unique part of a eialoes not contribute to
relationships among variables. It also follows fridm preceding assumption that the
observed correlations must be the result of theetated variables sharing some of

the common determinants.



The basic model may be expressed as follows:
z, =a,F +a,F,+-+a,F +dU,,j=12-,n

where z = variablg in standardized form;
Fi = hypothetical factors;
U; = unique factor for variable
a; = standardized multiple-regression coefficienvarfiablej on
factori (factor loading);

d; = standardized regression coefficient of variglba unique factoy.
The following correlations are assumed to hold agritve hypothesized variables:

r(F,,UJ) :O,i = ]_2’...’n;j = 1'2’...’n;and’i + J
Mo, u,) = 0,j#zk

That is, the unique factor;lis assumed to be orthogonal to all the commorofact
and to the unique factors associated with otheabbas. This means that the unique
portion of a variable is not related to any othariable or to that part of itself which

is due to the common factor.

Therefore, if there is any correlation betweentthe variables j and k, it is assumed
to be due to the common factors. Furthermore gifabmmon factors are assumed to e
orthogonal to each other, i.e., unrelated, theotaihg fundamental factor theorem

emerges.

Pk =T e, T liele, T e Tk

=a;8, ta;,q, t-+a,a,

m
= Zajiaki
=

Fm



That is, the correlation between variabjeendk is the sum of the cross products of
the correlations gf andk with the respective common factors. If there iy@nsingle

common factor, the above expression could be rettuce

ik = Tir N,

This means that the correlation betw¢amdk is due solely to the factét;, or if one
were to control the hypothetical factby, the partial correlation betwegnand k

would be zero.

3.4.2.5 ROTATION OF FACTOS INTO TERMINAL FACTORS

This is the final step in factor analysis. Regasdlef whether factors are defined or
inferred, the exact configuration of the factorusture is not unique; one factor
solution can be transformed into another withowlating the basic assumptions or

the mathematical properties of a given solution.

In other words, there are many statistically eglenaways to define the underlying
dimensions of the same set of data. This indetexayiim a factor solution is in a way
unfortunate because there is no unique and geypaaikpted best solution. Therefore,
one is left to choose the best rotational methodrtve at the terminal solution that
satisfies the theoretical and practical needs ®fésearch problem. The classification

of the types of factor analysis is presented inld &3:

TABLE 3.3 STEPS OF FACTOR ANALYSIS

Steps in factor analysis Major options Key referenced to literature
) ) (&) Correlation betweer )
1 Preparation of correlation ) (@) R factoring
) variables .
matrix (b) Q factoring

(b) Correlation between units|

] (&) Principal component solution
) o (a) Defined factors )
2 Extraction of initial factors (b) Classical or common factd
(b) Inferred factors

=

solution

] ] (@) Uncorrelated factors (a) Orthogonal factors or rotation
3 Rotation to terminal factors|

(b) Correlated factors (b) Oblique factors or rotation




However, according to Chisnall in “the measurem&nbehavioral factors such as
attitudes and motivation has been attempted byareBers using a variety of
techniques. None is fully satisfactory — there tare important factors relating to the
measurement of attitudes: reliability and validBubsequently, this thesis adopts the
validity concept to employ to the evaluation oflsgatechniques. To a lesser validity

is concerned with the extent to which the scale smess what it is supposed to

- . : 4
measure or what it is believed to be capable ofsmrrﬂmag”.8

Thus, this thesis adopts the ordinal ratio scalad, the arbitrary weightings used are
set out in relating to the need to measure thegpéions of container ports’ users in
assigning weights to each general variable, heheeratio scales for utilizing the

technique of principal component analysis are desigas below:

THE RATIO SCALES OF GENERAL VARIABLES

Not at all important

Not very important = 2
Fair = 3
Important = 4

Very important =

3.4.3 THE ANALYTIC HIERARCHY PROCESS

The AHP has a successful track record regardingicapipns in the wider transport

area following its introduction as a multi-criteridecision-making (MCDM)
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methodology in the late 19782.The AHP methodology is a flexible tool that can be

: . 86
applied to any hierarchy of performance measures.

According to Zimmermann, most of the MCDM approachensist of two steps: (1)
Aggregation of the judgments with respect to allalgoand decision-making
alternatives; and (2) Ranking of the decision alérves according to the aggregates

judgments (score58)7.

Vreeker et al suggest that the basic rules forisglmulti-level hierarchical problems

involve essentially four steps: (1) specificationahoice problem; (2) information

analysis; (3) choosing the appropriate method;(dhévaluation of alternativessf?.

The success of the AHP in research in a numberez#sasupports its use to solve

transport problems, as for example in Vreeker, L&hang and Yeh, Poh and Ang,

Tzeng and Wang and Franl?egl.Lirn used the AHP to study job attractivenesshia t

5
T.L. Satty, “A Scaling Method for Priorities in éfiarchy Structures”, Journal of Mathematical
PsychologyVol. 15, 1977, pp.234-281.

A. Rangone, “An analytical hierarchy process framek for comparing the overall performance of
manufacturing department”, International JournalQgferation & Production Managemenol. 16,
ég%, pp.104-119.

H.J. Zimmermann, Fussy set theory and its apptioati(Boston: Kluwer Academic
Publishers ,1991).

R. Vreeker, P. Nijkamp and C.T. Welle, “A multigniia decision support methodology for
evaluating airport expansion plans”, TransportaR@search Part,D/ol. 7, 2002, pp.27-47.

Ibid.; T.C. Lirn, “The job attractiveness of amdis to students in Taiwan: An AHP approach”,
Journal of the Eastern Asia Saociety for TranspmnaBtudies Vol. 5, 2003, pp.556-571; Y.H. Chang
and C.H. Yeh, “Evaluating airline competitivenesgng multiattribute decision-making”, Omegéol.

29, 2001, pp.405-415; K.L. Poh and B.W. Ang, “Tramsation fuels and policy for Singapore: An
AHP planning approach”, Computers & Industriahgineering Vol. 37, 1999, pp.507-525; G.H.
Tzeng and R.T. Wang, Application of AHP and FuzzADM to the evaluation of a bus system’s
performance in Taipei CityThird International Sysposium on the Analytic Hiehy Process,

(Washington D.C., George Washington University,1B1July, 1994); E.G. Frankel, “Hierarchy logic
in shipping policy and decision-making”, MaritimelRy and Managemen¥ol. 19, 1992, pp.211-

221.




airline industry in Taiwar?.0 Yedla and Shrestha utilized the AHP to select

environmentally friendly transport systems in In%l:lla

Chou and Liang used the AHP to create a model ¢apab evaluating the

performance of shipping companies. The advantagéseoAHP as a decision tool
have been extensively review%%Saaty and Vargas lists 10 advantages of the AHP

as a decision-making tool: unity; complexity; imdependence; hierarchy structure;

measurement; consistency; synthesis; tradeoffgnetht and consensus; and process

.. 93
repetition.

As argued by Forgionne, the AHP methodology as eisien support system
mechanism can easily accommodate model modificataomd simulations through

sensitivity analys,ig.4 The property of “the AHP provides the objectivetheamatics

to process the inescapably subjective and pergme&trences of an individual or a
group in making a decision. With the AHP and itsemalization, the Analytic

Network Process (ANP), one constructs hierarchidsexiback networks, then makes
judgments or performs measurements on pairs of exlesmwith respect to a

controlling element to derive ratio scale that #wen synthesized throughout the
.95 . . .
structure to select the best alternativeThe important steps of this technique are as

follows:

3.4.3.1 PAIRWISE COMPARISON MAKING

90 . .
T.C. Lirn, op. cit., pp.556-571.

S. Yedla and RM, Shrestha, “Multicriteria approdoh the selection of alternative options for

environmentally sustainable transport system inpbié] Transportation Research Part A: Policy and
Practice Vol. 37, 2003, pp.717-729.

T.Y. Chou and G.S. Liang, “Application of a fuzzyulticriteria decision-making model for

shipping company performance evaluation”, Maritifiicy and Managementol. 28, 2001, pp.375-
392.

93
T.L. Saaty and L.G. Vargas, Models, Methods & Aggtions of the Analytic Hierarchy Process
2001.

4
E.G. Forgionne, R. Kohlib and D. Jennings, “An ABIRalysis of quality in Al and DSS Journals”,
Omega Vol. 30, 2002, pp.171-183.

5
T.L. Saaty and L.G. Vargas, ibid, p. 27.




This is the first step to be practiced. This methaxtording to Harker, involves the

estimation of the weights of a set of criteria frarmatrix of pairwise comparison A =

(&) which is positive and reciproc%?.Thus, given the matrix:

&, Ay Q3 ot Qg

ay a, a3 - ann_

This matrix has reciprocal properties; that is:

a :%H foralli,j=1, 2, ..., n.

where the subscriptsandj refer to the row and column, respectively, whemg entry
is located. Now lef, Az, A, . . .,A, be any set of n elements and w,, ws, . . ., W

their corresponding weights or intensities.

The comparison of weights can be represented asvil

A A A - A
Alw, W w W
Wl W2 W3 Wn
AW W, Wy W,
Wl W2 W3 Wn
W3 W3 W3 W3
Aw w ow w
. 1 2 3 n
AW, W, W, W,
Wl W2 W3 Wn
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TABLE 3.4 THE FUNDAMENTAL SCALES OF PAIRWISE COMPARBON

Intensities
of Definition Explanation
Importance

1 Equal importance Two ac.:tivi.ties contribute equally to|
the objective

2 Weak

) Experience and judgment slightly

3 Moderate importance .
favor one activity over another

4 Moderate plus

] Experience and judgment strongly

5 Strong importance
favor one activity over another

6 Strong plus
An activity is favored very strongly

7 Very strong or demonstrated importance over another; its dominance
demonstrated in practice

8 Very, very strong
The evidence favoring one activity

9 Extreme importance over another is of the highest
possible order of affirmation

Reciprocals of | If activity | has one of the above nonzero numbersA reasonable assumption
above assigned to it when compared with activity j, then
has the reciprocal value when compared with |
If consistency were to be forced by
Rational Ratios arising from the scale obtaining n numerical values to spgn

the matrix

Source: Reproduced from T.L. Saaty, L.G. Vargasdél®, Methods & Applications of the Analytic
Hierarchy Proces2001, p.9.

3.4.3.2 SYNTHESIS: LOCAL PRIORITIEgg

From the set of pairwise comparison matrix we gatesr a set of local priorities,
which express the relative impact of the set oimelets on an element in the matrix
above. To do this it need to compute a set of egetors for each matrix and then

normalize to unity the result to obtain the vectirpriorities. Computing eigenvector,

7
T.L. Saaty and K.P. Kearns, Analytical Planninbe torganization of systemglLondon: A.
Wheaton & Co. Ltd., 1985a), p.38; Y. Haimes, Riskddling, Assessment, and Managemé¢New
York: John Wiley & Sons, Inc., 1998), pp.170-179.




this is done by multiplying the elements in eacl emd taking theinth root wheren

is the number of elements.

Then normalize to unity the column of numbers tbb&ined by dividing each

entry by the sum of all entries. The example of potimg process is as follows:

HESEEEIEE
Z|l2 g2 2| E|=

. W,
So the eigenvector component row 1v(;x
Wl

Sl ElEE|E 8=

W W oW w o
If — X—=X—=X—=are multiplied out and then the
< W oW, W, W,
4™ root taken, an estimate of the first componenthef
principal eigenvector has been developed fromrthis and
so on

g|lEE|lgzlgsl=

WooW, W,
B Ve Ve B
W, W, w,

Once the n eigenvector components have been dexkfop all the rows, it becomes

necessary to normalize them to do further compurtads follows:

Wy
Wl

B

W

W, W W, W, W, W
-+ 2 > 4{/—1x—1x—1x_1 =a
Wy W, W, W, W; W,
W, W, . W, W, W, W
W W > 4—2x—2x-—2x_2=p
3 4 wW,oW, W, Ww,
W, W
- = > Wy W W, W,
A M j——X—=X—X— =(C
wW,OW, W, W,
W4 W4
— > W, W, W, Ww
A s x—Ax_4x_4=(
wWoOW, W, w,

Now add the column and normalize:



a b C d
= Total, then— = x,,—— = X,, = X, =X,
total total total total

O O T 9

After we get the estimate of vector of prioritiegwever it is important to note that in
the judgment matrix we don’t have ratios likgw; but only numbers or reciprocals of

numbers from the scale. That matrix is generallpmststent.

Algebraically the consistent problem involves sotyAw = nw, A = (wi/w;) and the
general one with reciprocal judgments involves BGM W = AmaW, A = (a;) where
Amax IS the largest eigenvalue of the judgment matiX his is the second step to get
the estimates of vector of priorities.

By using ratio scales, the weights are only unigpgo multiplication by a positive
constant i.ew is equivalent to cw where ¢ > 0. Hence, in casgeofectly consistency
of judgment, then the entries of the matAxvould contain no errors and could be

expressed as:

_W o
a; = %V,- fori,j=1,2,...,n

However, all measurements, including those, whickkenuse of instruments, are
subject to experimental error and to error in tleasurement instrument itself. Hence,

Saaty has solved this problem by using the largegnvalue A, derives from the

solution of matrixA to replacen, so the equation is as follows:
AW =AW

The A, finding by first add each column of the judgmenttmxaand then multiply

the sum of the first column by the value of thestficomponent of the normalized



priority vector, the sum of the second column kat ibf the second component and so

on. Then add the resulting numbg\?s.

This yields a value denoted bl . Exemplifying, multiplication of the matrix by the

vector of priorities is achieved as follows:

W, W, W W W Wy Wy W, _
T =Xt =Xt =Xt _X4_Y1
w,oow, W, W, W, W, W, W,
w. W. W. W. w. W. W. W.
_2 2 2 2 Xl —2X1+ _2X2+ —2X3+ _2X4:Y2
Wy W, W, W, 1 W, W; W,

X,|
W, oW, W, W B W
= 5 3 B Dy By x4+ 3y, =Y,
Wy Wy Wy W i, W W, W, W,
w, W, W, W, w, W,
_4 4 4 4 —4X1+ —4X2+ _4)(3+ _4)(4:Y4
wW,oOW, W, W, W, W, W, W,

3.4.3.3 CONSISTENCY OF LOCAL PRIORITIES

This technique is used to make a successively ingprihe consistency of
judgment that is the ultimate target needed. THustly we can found the
consistency index of a matrix of comparisons bydateation as follows:

A —n

Cl. =—
n-1

Secondly, the consistency ratio (C.R.) is obtaibgddividing the C.I. with the
appropriate one of the average random consistaerisxi(R.l.), as the following

equation shows:

CR=CI2,
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Average Random Consistency Index (R.1.)

R.I. 0 0 .52 .89 111 1.25 1.35 1.40 1.45 1.49

Note: the average random consistency index is ctedpfiom 500 N x N positive reciprocal pairwise

. : . _ 99
comparison matrices whose entries were randomlgrgésd using the 1 to 9 scales.

3.4.3.4 A SUMMARY OF STEPS IN THE AHP
The steps followed in the AHP is as follows:

1) Define the problem and determine what you want torkno

2) Structure the hierarchy from the top (the objeciyeom a managerial
viewpoint) through the intermediate levels (criteoia which subsequent
levels depend) to the lowest level (which usually aislist of the
alternatives).

3) Construct a set of pairwise comparison matricesefach of the lower
levels-one matrix for each element in the level mdmtely above. An
element in the higher level is said to be a goveyrélement for those in
the lower level since it contributes to it or affedt In the complete simple
hierarchy, every element in the lower level affeetery element in the
upper level. The elements in the lower level arentbempared to each
other based on their effect on the governing elérabove. This yields a
square matrix of judgments. The pairwise comparisyesdone in terms
of which element dominates the other.

4) There aren(n-1)/2 judgments required to develop each matristigp 3
(reciprocals are automatically assigned in eaciwise comparison).

5) Having made all the pairwise comparisons and enténeddata, the
consistency is determined using the eigenvalue. ciimsistency index is

tested then using the departure df, from n compared with

99 .
ibid.



corresponding average values for random entriddigge the consistency
ratio C.R.

6) Steps 3, 4 and 5 are performed for all levels dnsters in the hierarchy.

7) Hierarchical synthesis is now used to weight the eigetors by the
weights of the criteria and the sum is taken ovewalghted eigenvector
entries corresponding to those in the next loweellef’the hierarchy.

8) Multiplying each consistency index by the prioriy the corresponding
criterion and adding them together find the coesisy of the entire
hierarchy. The result is then divided by the saype tof expression using
the random consistency index corresponding to theemsions of each
matrix weighted by the priorities as before. Notstfthe consistency ratio
(C.R.) should be about 10 % or less to be acceptéfthot, the quality of
the judgments should be improved, perhaps by myishe manner in

which questions are asked in making the pairwise eoisgns.

3.5 THE FIELD SURVEY STATEMENT

Questionnaires were distributed to those concermda directly and indirectly with
the container industry in Thailand, the resultsvetb primary data related to the
attitudes of container port customers on the factbat they acknowledge contribute

to container port competitiveness.

The sample targets were both Thai and foreign shippines and shipping agents
with which branch offices in Thailand. Other targetsluded shippers who export
and import containerized cargo, freight forwarderoovdeal with container traffic,

insurance companies who are involved with contaiedrigargo transfer, container
terminal operators, and some experts and acadeetated to the container industry.

The questionnaires were distributed during Jun2086. The survey was to discover
the general factors that container port users @oking for that would contribute to
the competitive advantage of Thailand’s contair@tgover their rivals in Southeast

Asia (i.e. Klang port, Manila port, Tanjung Priox p@and Laem Chabang port).



3.6 SUMMARY

The matter of this chapter illustrates the principerspective of theoretical
framework of competitive advantage both in converdlderm and in specific field of
container port industry. The main point of the deaps the survey for insight of
practical analysis of container port competitivevaattage of the former studies
contributed by some researchers. Subsequently, pifaetices of competitive

advantage in reality have been summarized.

As a consequence, the concepts and methods of psestadies on container port
competitive advantages are very useful to devetwpapplying in this thesis. The

statistical analysis of this thesis on the competiperformances of container ports is
based on the want-satisfying utility concept. Thehtéques being adopted are the
Principal Component Analysis and the Analytic Hiergrérocess. The next chapter
is devoted to the analysis of container port coitipehess in Thailand compared to

their specific rivals in the region of SoutheastaAsi



CHAPTER FOUR

COMPARATIVE ANALYSIS OF PORT COMPETITIVENESS
IN SOUTHEAST ASIA

This chapter analyzes the business environmentamgetitiveness of the container
port industry in Thailand and neighbouring courdrie

4.1 THE ENVIRONMENTS OF CONTAINER PORTS IN THAILAND

The environment analysis of the competitive advgedaof container ports in
Thailand is adopted the SWOT approach to analyz@rbsent situation of container
port’'s external and internal environments. The ysialis based on the secondary data,
which was published as a result of previous studied,on un-structured interviews

with container port experts both in the government private sectors.

4.1.1 EXTERNAL OPPORTUNITIES
4.1.1.1 ECONOMY

The National Economic and Social Development BoN&8SDB) predicted that
there will be an upward trend in the long- term ecenitogrowth rate and the Thai
economy will expand by average of at least 0.6 perger year. Furthermore, during
the 9" National Economic and Social Development Plan (20@007) and the 10
NESDP (2008 — 2012), the economy will grow on an awerdgt.7 percent. The data

of this economic is shown in Table 4.1 below.

TABLE 4.1 FORECAST OF THAI ECONOMIC GROWTH

: 1996 — 2001 2002 — 2007 2008 — 2012
Economic Growth " " "
8" NESDP 9" NESDP 10" NESDP
(%)
Base Case 0.6 4.7 4.7
High Case 2.6 6.5 5.7

Source: Reproduced from Office of the Mercantileribia Promotion Commission, Study Report 2000
2001, p.17.




Hence, with a more sustainable growth rate in the €sanomy, there will be an

increase in international trade as well (see Taldlg 4

TABLE 4.2 FORECAST OF CONTAINERIZED CARGO OF THAILAND

Issues 2001 2006 2011 2016
Import 8.06 10.30 13.53 17.38
Export 10.59 13.52 17.75 22.79
Total Volume 18.65 23.82 31.28 40.17
Total Growth Rate (%) 27.72 31.31 28.42

Source: Reproduced from Office of the Mercantileridi@ Promotion Commission, Study Report 2000

2001, p.20.

Furthermore, the world’s containerized cargo demwaiitincrease steadily in the

years ahead (see Table 4.3 and 4.4). These irmhsashow a positive forecast for

Thai container ports.

TABLE 4.3 FORECAST OF DEMAND IN THE WORLD’S CONTAINER PORTS

(Million TEUS)

World Regions 2004-1 | 2004-11 [ 2008-1 | 2008-1 [ 2012-1 | 2012-lI
North & West Europe 41.15 39.70 49.01 46.39 57.07 3.2b
Mediterranean 28.46 25.92 36.19 32.5 43.41 37.30
Middle East 1291 11.65 16.74 14.90 20.90 19.1p
Indian Sub-Continent 7.50 6.95 10.5( 9.75 12.20 1a1.
Northeast Asia 30.50 26.62 39.61 32.86 48.50 38.48
China Port Region 51.40 45.00 66.55 54.50 83.85 9767.
Southeast Asia 55.70 47.59 76.5( 61.25 10511 85.p0
North America 37.87 35.50 48.32 45.15 57.78 52.7p
Central America & Caribbean 15.08 13.55 20.1B 17.59 24.54 21.30
South America 9.31 8.00 1291 11.40 16.4p 14.90
Australia 5.43 5.18 6.77 6.24 8.44 7.47
Africa 6.04 5.82 8.87 7.23 12.75 9.00
Total 301.37 271.48 392.05 339.84 491.1p 417.48

Source: C. Lin Sien, M. Goh and J.L. Tongzon, Seasth Asian Development; a comparative analysis

(Singapore: Primepak Services, 2003)7.



TABLE 4.4 WORLD CONTAINER PORT DEMAND FORECAST
(Growth Rate in Percent)

World Regions 2004-1 | 2004-11 [ 2008-1 | 2008-1 [ 2012-1 | 2012-ll
North & West Europe 13.65 14.62 12.50 13.64 1192 274
Mediterranean 9.44 9.55 9.23 9.59 8.84 8.93
Middle East 4.28 4.29 4.27 4.38 4.26 4.57
Indian Sub-Continent 2.49 2.56 2.68 2.87 2.43 2.6
Northeast Asia 10.13 9.81 10.10 9.67 9.8§ 9.24
China Port Region 17.06 16.58 16.9¢ 16.04 17.07 2716.
Southeast Asia 18.48 17.53 19.51 18.02 21.40 20.35
North America 12.57 13.08 12.32 13.29 11.76 12.6B
Central America & Caribbean 5.00 4.99 5.13 5.14 05.0 5.10
South America 3.09 2.95 3.29 3.35 3.34 3.57
Australia 1.80 1.91 1.73 1.84 1.72 1.79
Africa 2.00 2.14 2.26 2.13 2.60 2.15
Total 100.00 100.00 100.00 100.00 100.00 100.4o

Source: C. Lin Sien, M. Goh and J.L. Tongzon, Seath Asian Development; a comparative

analysj§Singapore: Primepak Services, 2003), p.78.
Note: “I” in case of the optimistic scenario; “lifi case of the pessimistic scenario.

4.1.1.2 POLITICAL FACTORS

Since 1996, The Thai government has taken meadargsomote the maritime
industry by encouraging private companies to padie directly in every sector
thereof. This includes financial support, tax intbezs, marketing support, and other
areas. The main strategy of the Thai government resgpect to the transportation of
goods is to initiate multimodal transport developitrend Electronic Data Interchange.
In The report of OMPC indicated “ the governmentlireal the importance of
developing Multimodal Transport to increase tradéciency and the country’s
transport. The Cabinet’'s resolution on December 1993, appointed Transport
Committee as proposed by the Ministry of Transpod Communications to oversee
their goals. There are four subcommittees to supfie operation committee as

follows:

1) Subcommittee on laws, rules, regulations and doctsnen Multimodal

transport.



2) Subcommittee for Promotional of Mutimodal transpg@perators.

3) Subcommittee for Multimodal Transport and Infrastawe Development.

4) Subcommittee for Electronic Data Interchange Develexpt.’loo

The cabinet approved these processes on Octob#933, and, the policy of the Thai
government is to create opportunities for the Tdwmitainer industry to gain more

customers.

4.1.1.3 TECHNOLOGY

Since there is an urgent need to improve inforomatechnology in the area of the
business of international trade, the Thai goverrtrieesupporting the development of
an effective EDI system for transportation effiggn In the present day, the
procedure of information transfer between custogents, importers and exporters is
based on an EDI system in which about 50 percemraducts are recognized, but
this will increase to cover all products in a few ngeaThis development of

information technology is a great opportunity fdral container ports to increase their
efficiency.

4.1.1.4 MARKETING

The Thai government is employing the trade poligy $igning bilateral trade
agreements with many countries around the world, Tément success of an
agreement on a free trade area (FTA) between Tltadaw Bahrain, China, India,

and Australia, will help increase the volume of corgezed cargo passing through

Laem Chabang port and will bring niche marketingarpmities into viewl.Ol

4.1.1.5 CUSTOMS’ FREE ZONE

Another policy under the responsibility of the THaustoms Department is the

Customs’ Free Zone, The purpose of which is to @ttfareign and domestic

0

Office of the Mercantile Marine Promotion Commissi op. cit., p.10
1

The Bangkok Shipowners and Agents Associationcitp.p.70.



manufacturers to Thailand. The advantages offesed Bree Zone Program are as
follows, according to BSAA,

1) The imported merchandise moved into or manufactimed Free Zone for
industrial, commercial or any other operations lawg economic growth and
development is not subject to import taxes andeguti

2) The import of a component or raw material into aeFZ®ne is free of taxes

and duties and no customs duty is charged if iteiexported to other

. 102
countries.

4.1.2 EXTERNAL THREATS
4.1.2.1 ECONOMY

Since Thailand is a major importer of crude, egdlgcfor industrial manufacturing,
there is a desire to find a ways to avoid the impédiuctuating of crude prices. This
is one barrier to the competitive advantages ofainar ports in Thailand that will be

continued into the future.

4.1.2.2 MARKETING

Ports in neighboring countries are developing amdeiasing in size, and though this
is not a serious threat at this time, in the nea#uré they can become major
competitors for container market shares. One siganti example is the development
of Da Nang port in Central Vietnam, which is part loé 500 kilometres long Route
No. 1 that links Mukdahan of Thailand and Suwanakdtaos. Route No. 2, which
runs from Nakhon Phanom in Thailand through the Kaammdistrict of Laos to Ha
Tint in Vietnam is 200 kilometres long. These pregeare almost finished, and soon
some containerized cargoes from both the Northdashailand and Laos will shift to
Danang port. Additionally, Malaysia’s increasinglgrificant Klang port has taken
some container business from the port at Laem Clipbacause they offer lower
transport cost and some lead-time to Europe andJtlieed States of America. At
present, some rubber products along with canned @odessed seafoods are
transported to Klang port.

02
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4.1.3 INTERNAL STRENGTHS

4.1.3.1 SERVICES

Laem Chabang port is composed of modern facilitiest meet international
standards for containerized cargo handling servicad Krabang Inland Container
Depot (ICD) acts as the inland container port of L&&mabang as well as the node of
linkage between Laem Chabang and various sitasdofsirial production. To a lesser
extent, Most of the Container Freight Stations Oesain Lad Krabang ICD are

affiliated with the container terminal operatord.aem Chabang port.
4.1.3.2 LOCAL RESOURCES

Labour skill is acceptable by main liners in sfgr@int. (Based on data received
through interviews with executives from foreign mbners). Free of natural disasters

and can accept the calls of larger container oveasel.

4.1.4 INTERNAL WEAKNESSES
4.1.4.1 ECONOMY

Since there are plans to extend the port at LaBabéng, there are some issues with

local communities related to occupations and piolfut
4.1.4.2 MANAGEMENT AND ORGANIZATION

National legislation and ministerial directives adistort the market responsibilities
of Thai container ports. The government policy oftgrivatization is in conflict with

labour unions in the Port Authority of Thailand.
4.1.4.3 TERMINAL OPERATIONS

The majority of shareholders in container termiopérators are foreign companies,
which gives the Thai government a less bargaininggpavhen need to adjust some
unanticipated barrier concerning the fair interestsall participants who using

container port.



4.2 CONTAINER PORTS’ ENVIRONMENT QUANTITATIVE
ANALYSIS

This section is applied AHP method to make SWOT arsalgs Thailand’s current
container port environments. The following definitsoneed to be made at this point;
SWOT groups refer to four entities (i.e. strengtiveaknesses, opportunities and
threats) and SWOT factors refer to the individualenying these group. The method
introduces proceeds as follows:

(1) SWOT analysis is carried out. The relevant factérhe external and internal
environment are identified and included in SWOT wsial When standard
AHP is applied, it is recommended that the numbdactors within a SWOT
group should not exceed 10 because the number inkipa comparisons

needed in the analysis increases rapidly.

(2) Pairwise comparisons between SWOT factors are caougdwithin every
SWOT group. When making the comparisons, the quest stake are: (1)
which of the two factors compared is a greater stten@pportunities,
weakness or threat); and (2) how much greater. \WWeke comparisons as the
input, the relative local priorities of the factoesse computed using the
eigenvalue method. These priorities relative imgoaece of the factors.

(3) Pairwise comparisons are made between the four SWopgr The factor
with the highest local priority is chosen from eagloup to represent the
group. These four factors are then compared and rislative priorities are
calculated as in step 2. These are the scalingriaof the four SWOT groups
and they are used to calculate the overall (glop@dyities of the independent
factors within them. This is done by multiplying tFectors’ local priorities
(defined in step 2) by the value of the correspogdcaling factor of the
SWOT group. The global priorities of all the factstsm up to one.



(4) The results are utilized in the strategy formulat@md evaluation process. The
contribution to the strategic planning process c®imethe form of numerical
values for the factors. New goals may be set, siegedefined and such
implementations planned as take into close coraiider the foremost factors.

The analytical findings of SWOT analysis of alteiwat container port's

environments are shown in Table 4.5 to 4.8 as fotlows

TABLE 4.5 THE SWOT ANALYSIS OF LAEM CHABANG CONTAINER PORT

Priorities of
SWOT groups Priorities of SWOT Consistency the factors
the groups Factors ratio within the group

(1) Information
transaction 0.151
Strengths 0.323 (2) Skilled labour 0.090
(3) Technology know-how 0.01 % 0.052
(4) User's demand 0.031
(1) Geographical location 0.051
Weaknesses 0111 (2) Management policy 0.009
(3) Connectivity 0.03 % 0.019
(4) Supporting industries 0.032
(1) Economic growth 0.040
B (2) Government policy 0.008

Opportunities 0.108 i
(3) Government marketing 0.03 % 0.036
(4) Customs policy 0.023
(1) Neighboring rivals 0.218
(2) Crude oil dependence 0.080
Threats 0.458

(3) Environment issues 0.02 % 0.036
(4) Privatization project 0.123

The results of SWOT quantitative analysis of Laenaliz&mg container port’s current
environments in which shown in Table 4.5 above arsiderably important. In terms
of internal environments that include strengths wedknesses, it found that strengths
could overcome weaknesses with higher priority 828. percent against 0.111
percent of the latter. While the external environtse including opportunities and
threats, show in different way that threats are higih@n opportunities (0.458 percent
against 0.108 percent). Furthermore, considerinthénimpact of factors in SWOT
factors on the competitiveness of Laem Chabang bmariound that: in terms of



strengths, information transactions and skilled olab are significant factors
contributing to the strong position of it; however,case of weaknesses the major
burdens are geographical location and managemdnypwhilst the high benefits of
opportunities derive from economic growth and gowent policy; finally in terms
of threats that it needs to combat deliberatelyn@ighbouring rivals and privatization

project of the government.

TABLE 4.6 THE SWOT ANALYSIS OF KLANG CONTAINER PORT

Priorities of
Priorities of SWOT Consistency the factors
SWOT groups . o
the groups Factors ratio within the group

(1) Information
transaction 0.212
Strengths 0.455 (2) Skilled labour 0.126
(3) Technology know-how 0.01 % 0.073
(4) User's demand 0.043
(1) Geographical location 0.019
2) Management polic 0.065

Weaknesses 0.139 @) F N R
(3) Connectivity 0.06 % 0.039
(4) Supporting industries 0.016
(1) Economic growth 0.177
. (2) Government policy 0.049
Opportunities 0.320 f
(3) Government marketing 0.04 % 0.078
(4) Customs policy 0.017
(1) Neighbouring rivals 0.046
(2) Crude oil dependence 0.009
Threats 0.086 ) )

(3) Environment issues 0.05 % 0.024
(4) Privatization project 0.006

In case of Klang container port's business enviramsgTable 4.6, the two most
importance factors of strengths are the same a# IGleabang, which are information
transaction and skilled labour, noticeable the Klannformation transaction and
skilled labour are greater than Laem Chabang. Tlaad<$ opportunities are mainly
based on economic growth (0.476) and governmenketiag (0.431). The problems
of weaknesses and threats that challenge the conteetd Klang container port are
management policy, connectivity, neighbouring yand environment issues. The
environmental situation of Manila and Tanjung Pr{@able 4.7, 4.8) are shown the

results, which seem felled into the same patterhagim Chabang and Klang cases



but only difference in terms of factor weights thae lesser than both former

container ports.

TABLE 4.7 THE SWOT ANALYSIS OF MANILA CONTAINER PORT

Priorities of
Priorities of SWOT Consistency the factors
SWOT groups . o
the groups Factors ratio within the group

(1) Information
transaction 0.126
Strengths 0.359 (2 Skilled labour 0.116
(3) Technology know-how 0.04 % 0.077
(4) User's demand 0.040
(1) Geographical location 0.054
2) Management polic 0.038

Weaknesses 0.120 @) g o poliey
(3) Connectivity 0.03 % 0.010
(4) Supporting industries 0.017
(1) Economic growth 0.013
B (2) Government policy 0.005
Opportunities 0.081 ]
(3) Government marketing 0.03 % 0.020
(4) Customs policy 0.043
(1) Neighbouring rivals 0.206
(2) Crude oil dependence 0.081
Threats 0.440 . .

(3) Environment issues 0.04 % 0.124
(4) Privatization project 0.030




TABLE 4.8 THE SWOT ANALYSIS OF TANJUNG PRIOX CONTAINER PORT

Priorities of
Priorities of SWOT Consistency the factors
SWOT groups _ -
the groups Factors ratio within the group

(1) Information
transaction 0.113
Strengths 0.239 (2) Skilled labour 0.080
(3) Technology know-how 0.06 % 0.030
(4) User's demand 0.015
(1) Geographical location 0.010
2) Management polic 0.015

Weaknesses 0.128 @) g o poliey
(3) Connectivity 0.02 % 0.038
(4) Supporting industries 0.065
(1) Economic growth 0.029
B (2) Government policy 0.007
Opportunities 0.093 )
(3) Government marketing 0.06 % 0.044
(4) Customs policy 0.013
(1) Neighbouring rivals 0.311
(2) Crude oil dependence 0.039
Threats 0.540 / .

(3) Environment issues 0.07 % 0.143
(4) Privatization project 0.047

TABLE 4.9 THE ULTIMATE RESULTS OF SWOT ANALYSIS

Criteria y Global
: Strengths | Weaknesses | Opportunities | Threats - Order
Alternatives Priorities
LP +0.323 -0.111 +0.108 -0.458 -0.138 3
KP +0.455 -0.139 +0.320 -0.086 +0.550 1
MP +0.359 -0.120 +0.081 -0.440 +0.120 2
TP +0.239 -0.128 +0.093 -0.541 -0.337 4

Note: LP refers to Laem Chabang container portyéfers to Klang container port, MP refers to

Manila container port, and TP refers &mjling Priox container port.

The findings of SWOT analysis, by applied AHP methéal, the competitive

environment situations of container ports in thisdg show that Klang is most
powerfulness in the current market position with @50 points over the other three
competitors. The comparing results, in Table 4a@ked Laem Chabang in the third
position. These results are reasonable becaugg)dn terms of supporting industries

and connectivity of Laem Chabang are rather so mueakness compare to Klang



and Manila container ports. This is may be causgdhle policy of former Thai
government that seemed less concentrate on thengoigtry. The related industries,
that are become most importance for port competitdgs in present days
(distribution center, packaging suppliers, freigigents, inland haulage company,
bank, insurance company, hospital, and etc.) aresuificient in providing the serve
the expected needs of customers; (2) Geographicatidm is also caused to the
deficiency of Laem Chabang, this is because itatlon is not in the prime position of
main liner route. While in case of other three Isydhey located in closer to main
route of Malacca Strait, both west-bound and eastidpthan Laem Chabang; (3)
Privatization program and crude oil dependenceatse made significant impact to
the potentiality of Laem Chabang. The burden o¥giization is becoming fiercely
because the Thai Union Labour of State Enterpriseslsagree with this policy of
the government and they are perceived that itigeasonable to change the status of
state enterprises to become the private compangubsecthe objective of them is to
serve the nation’s growth and social welfare. Irmterof energy for productions,
Thailand is highly consumed the crude from abraaddrve to industrial sections,

including port industry.

As a consequence, the swing frequently and high pfcerude are unavoidable
impact to the effectiveness of Thailand’s contaipert operation. The main reason
that the crude price is more impact to the Thai&ioer port than other three regional
competitors is based on the fact that those thoeatdes are possessed some sources
of the crude fossils. However, as the structuraltmosiof container traffic industry
has been changing frequently, hence the envirors@rdumscribe in this industry
should to be closely monitored by each rivals ipeeting to sustain and extend their

competitive edge.

4.3 THE CONTAINER PORTS’ COMPETITIVE ADVANTAGES
ANALYSIS

The purpose of this section is to analyze the tesflthe two field surveys. The first
survey asked about key independent variables ffedtahe competitive advantages
of container ports while the second survey compaféehportant criteria contributing
to the sound competitive advantages of containgspdhe combined data represents



the perceptions of container port users. Table #ld§trates the summarized results
of the first survey. The first survey was conduatieding the first half of June 2005

by direct interviews, e-mail and telephone methods.

TABEL 4.10 THE SUMMARIZATION OF PCA SURVEYS

- Characteristics of Quantity of
Activities Respondents : :
Respondents questionnaires
) Academics, government
Academics &
) researchers, container terminl
Professionals 20(25%)

managements

Managements and researchefs
of PAT 20(25%)

Ship owners, ship agents (both

Port Authority of Thailand

foreign shipping companies

; i Shipping lines
Questionnaire PPIng who affiliated in Thailand and 20(25%)

distributions domestic shipping providers

Thailand’s consignees,

Shippers consignors, and freight
20(25%)
forwarders
Total 80 (100%)

) Academics, researchers, port
Academics & . .
) authority researchers, containger
Professionals . 8(40%)
terminal managements

Managements and researchefs
of PAT 12(60%)

Ship owners, ship agents (bot

Port Authority of Thailand

Questionnaire
filled
completely Shipping lines
returns

j=n

foreign shipping companies
who affiliated in Thailand and 19(95%)
domestic shipping

Shippers Thailand’s consignees,

consignors, and freight
15(75%)
forwarders.

Total 54 (68%)

The survey was made through totally 80 questioesaand 54 completely filled
returns (68%). In terms of each category of respatad shipping lines are made
highest proportion in responding of 95 percentiwihg by shippers with 75, the port
authority of Thailand’s officers with 60, and acadesnand professionals with 40

percent respectively.



However, this proportional rate of completely filledturns is accorded to the
conventional field survey practice, hence it is sm@ble in reliability of
representative data gathered. Furthermore, in @daeademics and professionals all
of them have been working in the area related tartagtime transportation. AlImost
of academics, who responded to the questionnaiags, een lectured and researched

for the shipping industry for considerably peridd/ears.

The professionals, who are part of representativesi® research, are working with
the Thailand’s government agents that have beearestly and directly responsible to
the ocean going business of the country such a®tfiee of the Mercantile Marine

Promotion Commission, the Department of MaritimenBort and Commerce, and
the Office of Transport and Traffic Policy and Plaom

This sector illustrates the results of factor comgaa analysis. A total of 15 variables
proposed by professionals and academics in the afeport management and
shipping industry, and from previous internatiostildies. The main objective of
principal component analysis is to reduce the nundfevariables to the smallest
number of factors that have no relation to eackerthhe results of the analysis will
be used to further analyze the importance of factmntributing to the potential
competitive advantages of container ports. Theltestithe analysis are composed of
four independent criteria. The variables that dosealy related are grouped together

as detailed in the next section.

4.3.1 THE STATISTICAL RESULTS OF PCA ANALYSIS

In this section illustrates the statistical reswitghe analysis. The component matrix
shows the factor loading of each criterion in eaabtdr. Using the technique of
Principal Component Analysis for the general craterbf container port

competitiveness, the results are as follows:

4.3.1.1 DESCRIPTIVE STATISTICS

There are fifteen variables in all, and, from thiEwedes of 54 respondents the mean
categories can be divided into two groups of vaesblotal throughput, inland cargo



advantage, foreland cargo advantage, transnatemmpbration’s industrial products,
infrastructures, superstructures, maritime accegsrmodal interface, number of
visiting vessels, supporting industries, transslapts, and service level are ranked at
higher than 4 points, and the lesser group are oeetp of port location, and

hinterland access.

The statistical description of the detailed remikhown in Table 4.11. In considering
the impact of standard deviation on each critertbe, questionnaire results reported
that the highest reading is for maritime access Twest reading is 0.50063 for

transnational corporation’s industrial products.

TABLE 4.11 THE RESULTS OF DESCRIPTIVE STATISTICAL ANALYSIS

Mean Std. Deviation Analysis N

total throughput 4.,5439 .50250 54
inland cargo advantage 4.4912 53861 54
foreland cargo advantage 4.5088 .57080 54
transnational corporation's industrial

products 4.5614 .50063 54
number of visiting vessels 4.5263 53803 54
infrastructures 4.3684 52207 54
superstructures 44211 .56529 54
port location 3.5789 .56529 54
service level 4.5088 .53861 54
inland access 3.5789 .56529 54
maritime access 4.2807 .61975 54
intermodal interface 4.3684 .55522 54
skilled labour 4.4912 .53861 54
supporting industries 4.4561 56915 54
transshipments 45263 .53803 54

Note: Calculated by the technique of Principal Comgnt Analysis

4.3.1.2 THE RESULTS OF PRINCIPAL COMPONENT ANALYSIS

In this part of the analysis, the factors that cosgpthe fifteen criteria mentioned in
previous section are determined, and the resudtd te the four principal factors

including: “throughput”, “facilities”, “services”and “location”. From the component

matrix, the factors are classified by using a weighimethod. In this case, we can



assume the high weights of variables in each comypasteuld be grouped into the
same criteria. As a consequence, component 1 is rigadpof the following

variables: total throughput, number of visiting sels, foreland cargo advantage,
transnational corporation’s industrial productiomland cargo advantage, and
transshipments. Component 2 is comprised of infnasire, intermodal interface,
superstructure, and maritime access. of skilleduabservice level, and supporting
industries. Component 3 is comprised of skillecblah service level, and supporting

industries. Component 4 is comprised of port lasatind hinterland access.

The details of the principal analysis are shownTable 4.12. However, for the
implied meaning of each component for the followarplysis, we should to name
each component that: component 1 is named as ‘4hpaut”; component 2 is named

as “facilities”; component 3 is named as “servi¢esmid component 4 is named as

“location”.
TABLE 4.12 THE ROTATED COMPONENT MATRIX
Component
1 2 3 4
total throughput .989
number of visiting vessels 974
foreland cargo advantage .961
transnational corporation's
industrial products .938
transshipments .928
inland cargo advantage .928 134
infrastructures .875 -117
intermodal interface -.104 .816 -.154
superstructures .149 776 -.128
maritime access .248 .750 .210 .136
skilled labour .950 -.120
service level 912 -174
supporting industries .896
port location .986
inland access .986

Extraction Method: Principal Component Analysisot&®ion Method: Varimax with Kaiser
Normalization. A rotation converged in 5 iterations



To serve the purpose of this thesis, the critéxdd are close in correlation are grouped
into the same factor. In accordance with the rotatiethod of Varimax with Kaiser
Normalization, the results of Table 4.12 are appad@ito the purpose of this thesis. It
has none of the same criteria that are posed irsdh®e factor in terms of weight
loading. These results are useful for making furtheestionnaires regarding the

competitive advantages of container ports.

Additionally, in Table 4.13, the confirmation of cponent analysis is illustrated. It
shows the comparison of the initial eigenvaluestagtion sums of squared loading,
and rotation sums of squared loading. The compoasatysis is approved by the
reasonable variance explained. The cumulative perek variance of four factors
could be explained the probability of all indepemideariables up to 86.14 percent.
Undoubtedly, the results of factor analysis usirggRICA techniques are accepted for

embracing the factors relating to the competitivdvamtages for container port

performance.
TABLE 4.13 TOTAL VARIANCE EXPLAINED
Initial Eigenvalues Rotation Sums of Squared Loadings
Component % of : % of .
Total Cumulative % | Total Cumulative %
Variance Variance
1 5.728 38.186 38.186 5.564 37.094 37.094
2 3.025 20.166 58.353 2.661 17.738 54.831
3 2.361 15.738 74.091 2.632 17.547 72.378
4 1.808 12.052 86.143 2.065 13.765 86.143
5 .844 5.630 91.772
6 .373 2.490 94.262
7 .236 1.575 95.837
8 .208 1.390 97.227
9 .145 .965 98.192
10 116 774 98.966
11 .078 523 99.488
12 .064 427 99.915
13 .013 .085 100.000
14 2.476E-16| 1.651E-15 100.000
15 1.446E-16| 9.637E-16 100.000

Extraction Method: Principal Component Analysis.



4.3.2 THE ANALYSIS OF POTENTIAL COMPETITIVE FACTORS

4.3.2.1 HIERARCHY STRUCTURE OF MODEL

This section discussed the steps necessary foyzamglthe potential competitive
factors derived from the analysis in section 4.3Ais time, a method called AHP
analysis was used to obtain the needed objective.plinpose of this section is to
examine the subjective contributions of containesrt’s consumers on the
competitiveness of container ports study in théstb. The groups of respondents both
foreign and domestic are including shipping comesnishippers and related

individual executives.

The classification of container port’s respondems defined in Table 4.14 as below.
The respondents were asked to indicate, in the iQnesires, which one of each pair
of potential factors in the second level of hielgrenodel is more important and how
much intensity by specified weight of the fundamestale (see section 3.4.3) with

respect to the highest competitive container gt is ultimate objective (first level).

Then, the comparison of each pair of alternativethird level also needed to specify
the weight from fundamental scale, which one is mioygortance and how much of
intensity relating to each criterion in the secdenkl (see the hierarchy structure of

model below).

|| Highest Competitiveness

Goal Container Port
Criteria Throughput Services Facilities Location
Alternatives Laem Chabang Klang Manila Tanjung Priox
Container Po Container Po Container Po Container Po

FIGURE 4.1 HIERARCHY STRUCTURE OF MODEL



4.3.2.2. THE SURVEY OF POTENTIAL COMPETITIVE FACTORS

The results were analyzed by using the AHP technid@be. primary data from the
field survey on the perceptions of respondentsroiigg the competitive factors were
calculated to get average scores. This secondysurag distributed during the second
half of June 2005. From a total of 60 questionmaidéstributed, 37(62%) were
completed and returned. In terms of each categbmespondents, academics and
professionals are made highest proportion in redgipgnof 80 percent following by
the port authority of Thailand’s officers with 7(igping lines with 64, and shippers

with 60 percent respectively. The summary of sumgylata is shown in Table 4.14

and the pairwise comparisons of raw data are showabie 4.15 through 4.19.

TABLE 4.14 THE SUMMARIZATION OF AHP’S FIELD SURVEYS

- I Quantity of
Activities | Respondents Characteristics of Respondents : :
questionnaires
Academics & | Academics, government researchers, container tafmin 10
Professionals | managements
Port Authority
) Managements and researchers of PAT 10
of Thailand
i i Ship owners, ship agents (both foreign shippin Ies
Questionnaire] Shipping lines p 3 . Y 9 ( 9. .pp. 9@ e o5
distributions who affiliated in Thailand and domestic shipping\yiders
Shippers Thailand’s consignees, consignors, anghfréorwarders 15
Total 60 (100%)
Academics & | Academics, researchers, port authority researchers, 8(80%)
0
Professionals| container terminal managements
Questionnairgl Port Authority
i ) Managements and researchers of PAT 7(70%)
filled of Thailand
completely Ship owners, ship agents (both foreign shippingmames
Shipping lines P . . P g ( g. .pp. 9 16(64%)
returns who affiliated in Thailand and domestic shipping
Shippers Thailand’s consignees, consignors, amghfréorwarders. 9(60%)

Total

37 (62%)




TABLE 4.15 COMPARES THE RELATIVE IMPORTANCE WITH RESPECT TO

CRITERIA

Criteria intensities Criteria

9(8|7|6|5(4| 3| 2 (1|2 )|3| 4|5[6|7]8|9
Facilities O Services
Facilities 0 Location
Facilities [l Throughput
Services 0 Location
Services 0 Throughput
Location N Throughput
C.l.=0.01

Note: Data derived from questionnaire survey cémsities on averaging.

TABLE 4.16 COMPARES THE RELATIVE IMPORTANCE WITH RESPECT TO

THROUGHPUT
Throughput i Throughput
98| 7 6 |5| 4 3 2 [1(2]3|4|5(6(7]|8]|9

LP U KP

LP U MP

LP 0 TP

KP H MP

KP 0 TP

MP N TP
C.l. =0.02

Note: 1. Data derived from questionnaire surveint#nsities on averaging.
2. LP refers to Laem Chabang containet, 5d° refers to Klang container port, MP refers to

Manila container port, and TP refer§ anjung Priox container port.



TABLE 4.17 COMPARES THE RELATIVE IMPORTANCE WITH RESPECT TO

SERVICES
Services intensities Services
9|18|7| 6 5 4 3| 2 |1|2]| 3 |4]|5|6|7[8]|9

LP 0 KP

LP ] MP

LP 0 TP

KP 0 VP

KP 0 TP

MP 0 TP
C.l. =0.05

Note: 1. Data derived from questionnaire surveintgnsities on averaging.
2. LP refers to Laem Chabang container gd?tyefers to Klang container port, MP refers to

Manila container port, and TP refer§ &mjung Priox container port.

TABLE 4.18 COMPARES THE RELATIVE IMPORTANCE WITH RESPECT TO

FACILITIES
Facilities L Facilities
9|1 8 |7|6| 5 4 (3|21 2 3 [4(5(]6]|7|8]|9

LP 0 KP

LP 0 P

LP N TP

KP (] MP

KP 0 TP

MP ] TP
C.I.=0.03

Note: 1. Data derived from questionnaire surveintgnsities on averaging.
2. LP refers to Laem Chabang container pd?trefers to Klang container port, MP refers to

Manila container port, and TP refer§ #&mjung Priox container port.



TABLE 4.19 COMPARES THE RELATIVE IMPORTANCE WITH RESPECT TO

LOCATION
Location intensities Location
91876 5 4 13| 2 |1] 2 3 (4|5 |6[7([8]|9
LP O KP
LP O MP
LP 0 TP
KP O MP
KP O TP
MP 0 TP
C.l. =0.06

Note: 1. Data derived from questionnaire surveintgnsities on averaging.
2. LP refers to Laem Chabang container gd?tyefers to Klang container port, MP refers to

Manila container port, and TP refer§ &mjung Priox container port.

4.3.2.3 THE RESULTS OF PAIRWISE COMPARISON AND FINDINGS

This section of analysis needs to build the matfixpairwise comparison of four
criteria and four alternatives derived in previ@asculated of section 4.3.3. First, the
pairwise comparison of criteria between each paithein can be raised on the
fundamental scale of ratio by comparing the intgnsf each pair of criteria to the
relative of ratio scale; hence the matrix of crégrairwise comparison is produced as
shown in Table 4.20.

Second step of comparison is compares each paditefnatives relative to each
criterion of the second level. In addition, botepst have, after making comparisons,
to compute to find normalized priorities as well.eTiesults of alternatives pairwise

comparisons have been shown in Table 4.21 througle Ba24 respectively.



TABLE 4.20 MATRIX OF PAIRWISE COMPARISON OF CRITERIA

Criteria

Normalized

Throughput Services | Facilities Location - Order
priorities
Throughput 1 4 2 4 0.492 1
Services 1/4 1 1/3 1 0.123 3
Facilities 1/2 2 1 3 0.274 2
Location 1/4 1 1/3 1 0.112 4
C.l.=0.01

TABLE 4.21 MATRIX OF PAIRWISE COMPARISON OF ALTERNATIVES
WITH RESPECT TO THROUGHPUT

Normalized
Throughput LP KP MP TP o Order
priorities

LP 1 3 6 7 0.588 1

KP 1/3 1 3 4 0.247 2

MP 1/6 1/3 1 2 0.101 3

TP 1/7 1/4 1/2 1 0.064 4

C.I.=0.02

TABLE 4.22 MATRIX OF PAIRWISE COMPARISON OF ALTERNATIVES

WITH RESPECT TO SERVICES

: Normalized
Services LP KP MP TP o Order
priorities
LP 1 1/3 4 5 0.286 2
KP 3 1 5 6 0.552 1
MP 1/4 1/5 1 2 0.099 3
P 1/5 1/6 1/2 1 0.063 4

C.1.=0.05




TABLE 4.23 MATRIX OF PAIRWISE COMPARISON OF ALTERNATIVES
WITH RESPECT TO FACILITIES

o Normalized
Facilities LP KP MP TP L Order
prIOI‘ItIeS
LP 1 1/3 5 4 0.277 2
KP 3 1 8 5 0.570 1
MP 1/5 1/8 1 1/2 0.057 4
TP 1/4 1/5 2 1 0.096 3
C.I.=0.03

TABLE 4.24 MATRIX OF PAIRWISE COMPARISON OF ALTERNATIVES
WITH RESPECT TO LOCATION

: Normalized
Location LP KP MP TP - Order
priorities
LP 1 1/5 1/3 1/2 0.079 4
KP 5 1 5 4 0.598 1
MP 3 1/5 i 2 0.195 2
TP 2 1/4 1/2 1 0.129 3
C.I.=0.06

4.3.2.4 THE ULTIMATE FINDINGS OF COMPETITIVE ANALYSIS

In this section shows the ultimate result of corgaport’'s competitive analysis that is
the rank of competitiveness of comparing contapwet’s alternatives. It is obviously
the highest competitiveness container port is Klaatgtive to other three competitors
by the composite priority of 0.459 following by Lagbihabang, Tanjung Priox, and
Manila respectively. The empirical finding is shoWwom Table 4.25 through 4.31 as

shown below.



TABLE 4.25 RESULTS OF CRITERIA LEVEL

Criteria REgIEEEnE Normalized Order
Academics : : : priorities
PA Executivey Shipowners Shippers
& Professionals|
Throughput 0.488 0.485 0.498 0.495 0.492 1
Services 0.126 0.117 0.124 0.128 0.123 3
Facilities 0.273 0.284 0.263 0.275 0.274 2
Location 0.111 0.113 0.117 0.109 0.112 4
1.00 1.00 1.00 1.00 1.00

TABLE 4.26 RESULTS OF ALTERNATIVE LEVEL WITH RESPECT TO

THROUGHPUT

Throughput Rrondegis Normalized Order

Academics i ¥ ! priorities

: PA Executives| Shipowners|Shippers
&Professionals

LP 0.585 0.583 0.593 0.591 0.588 1
KP 0.240 0.238 0.255 0.253 0.247 2
MP 0.103 0.109 0.093 0.097 0.101 3
TP 0.067 0.065 0.063 0.061 0.064 4

1.00 1.00 1.00 1.00 1.00

TABLE 4.27 RESULTS OF ALTERNATIVE LEVEL WITH RESPECT TO

SERVICES

Services ST Normalized Order

Academics priorities

PA Executive§ Shipowners | Shippers
&Professionals

LP 0.281 0.278 0.293 0.290 0.286 2
KP 0.550 0.548 0.554 0.557 0.552 1
MP 0.104 0.103 0.095 0.093 0.099 3
TP 0.064 0.066 0.061 0.062 0.063 4

1.00 1.00 1.00 1.00 1.00




TABLE 4.28 RESULTS OF ALTERNATIVE LEVEL WITH RESPECT TO

FACILITIES
o Respondents :

Facilities Normalized Order

Academics : : : priorities

&Professionals PA Executived Shipownerg Shippers

LP 0.275 0.283 0.272 0.278 0.277 2
KP 0.573 0.571 0.566 0.569 0.570 1
MP 0.052 0.055 0.058 0.061 0.057 4
TP 0.097 0.092 0.099 0.094 0.096 3

1.00 1.00 1.00 1.00 1.00

TABLE 4.29 RESULTS OF ALTERNATIVE LEVEL WITH RESPECT TO

LOCATION
: Respondents :

Location Normalized Order

Academics i ! . priorities

&Professionals PA Executives|Shipowners Shippers

LP 0.071 0.074 0.082 0.087 0.079 4
KP 0.603 0.606 0.593 0.589 0.598 1
MP 0.201 0.198 0.191 0.188 0.195 2
TP 0.124 0.126 0.133 0.131 0.129 3

1.00 1.00 1.00 1.00 1.00




TABLE 4.30 SUMMARISATION OF THE HIERARCHY ANALYSIS

LP =0.588
KP =0.247
Throughput
(0.492) MP =0.101
TP =0.064
LP =0.286
. KP =0.552
Services
. (0.123) MP =0.099
nghe_s_t TP =0.063
Competitive
Container Port LP =0.277
(1.000) - KP =0.570
Facilities
(0.274) MP =0.057
TP =0.096
LP =0.079
. KP =0.598
Location
(0.112) MP =0.195
TP =0.129

TABLE 4.31 THE RESULTS OF COMPARING CONTAINER PORT'S

COMPETITIVE ADVANTAGES
Criteria| Throughput | Services | Facilities | Location | Composite
Order

Alternatives (0.492) (0.123) (0.274) (0.112) Priorities
LP 0.588 0.286 0.277 0.079 0.409 2
KP 0.247 0.552 0.570 0.598 0.412 1
MP 0.101 0.099 0.057 0.195 0.099 3
TP 0.064 0.063 0.096 0.129 0.080 4

1.00 1.00 1.00 1.00 1.00

The comparative competition results in each stepawdlysis are considerably
preciseness. This assumption is based on the tatarifindings in every step of
evaluations whether they are concordance betweerawbmge weights giving by
respondents and normalized priorities of AHP resulke findings show the
congruency between them hence the assumption ifrroed. According to the
criteria analysis it is approved the highest imaoce of containerized cargo volume

that represented by throughput criteria. Among tleeceptions of respondents,



shipowners and shippers are main two groups of auetgiort users that give high
concentration on the volume traffics. This is dadhe fact that cargo volume is the
direct source of profit making and lower costs ad s&nsportation. When shipping
lines make a decision on which port should to makecty calls, the important factor
that needs to take into account is the volume. |&ityj shippers, both consignees and
consignors, also give high priority on the amountargo flows. The huge of cargoes
mean high frequency of main liners direct callscahtainer port that lead to the
reduction of logistics costs and quick responchieorharket demands on the right time

and space. In terms of port facilities, it stantdthie second priority.

Generally, the port authorities are quite given numsicern about the capacity and
utility of port’s infrastructures and superstrugsirin significance. Because they
assume the possibility of container terminal operaefficiency and effectiveness is
incurred by the potentiality of the handling protivity. Therefore, this is the reason
why the port authority respondents are focusing han driterion of facilities most

intensity.

Even though the services entity is positioned ki@t it is nowadays becoming more
increasing important role in attracting the uséris found most significance from the
academics viewpoint. This is because the influentghe advanced know-how
development in the area of service managementokirig forward to the service
paradigm. As a consequence, the location is leagbriance regarding to the

perceptions of the representative respondentsrafioeer port customers.

The rationale underlines the least potential ofalmn can be explained by the

assumption made by Hayuth that “shipowners considefitability from the

perspective of the entirety of their operationpirdoor to door”?03 This idea implies

that the port location solely may be, for many sas®mt so much importance to the
decision of ship operators because of the factttheyg are presently evaluating the

route by adopting supply chain approach.

3
Y. Hayuth, “Containerization and the load centenaept”’, Economic Geographvyol. 57, No. 2,
1981, pp.160-176.




The discovered findings reveal that Laem Chabangei& competency in terms of
throughput. This is the derived consequence of ldihdis economic growth during
recent years. Also, some sectors of domestic indugtroductions are booming in
which lead to an increasing of cargo traffic flowstrbinbound and outbound, of raw
materials, semi-finished and finished industriabdarcts. The government policy on
bilateral agreement of free trade is another detemm that bring to the highest

competitiveness of Laem Chabang in accordance hhiector of throughput.

Nevertheless, it is unfortunately for Laem Chabamag for other three variables of
criteria including: services; facilities; and loicat, the results in relating to the
capability of Laem Chabang are reversed. It iswotthy to take more consider in
terms of services, supporting industries in thégserance arena of Laem Chabang
and immediate urban zone are seem insufficient.gbivernment policy in relating to
this concern is still be slowing in respond to aereshanging of maritime industry,

specific on port sector.

Almost value-added logistics activities that arengevery importance for container
port services, which are adopted in the prominentaioer load center around the
world, are very weak in the context of Laem Chabdarg rationale to support this
idea might be based on the reluctant perceptiodsvesions of all organizations and

sectors that have taken responsibility for maritaegelopment in the country.

So, the implying derived from the criterion of sees, for Laem Chabang, is the
urgently need to improve the existing supportingidtics activities as well as an
establishment of new ones and, at the same timeg paoticipation by private sectors
is needed. Laem Chabang ranks second in accomifagitities. This is because of,
in case of Klang, the Malaysian government envisibbgecoming the hub center for
national and regional traffic. The Klang Port Autlyprhas pursued a series of
privatization programs to achieve higher efficieranyd productivity and has taken
over all port operations from the Malaysian RailwAgministration, hence the
financial funds for developing and adopting highkerhnology handling equipments
and important infrastructures/superstructures arme vavailable, especially foreign



capital. Privatization has enables Klang to haves&to foreign capital, management

know-how and state-of-the-art technololé)ﬁ

Noteworthy, even though it lags effectiveness behiddng’ facilities, Laem
Chabang’ capacity can also handled for the vedgebst-Panamax sizleo.5 However,

the Port Authority of Thailand has also tried to noye and develop some projects

related to intermodal interfaces, but unfortunatbly are still be in an initiative stage

. 106
of planning:.

The Laem Chabang’s location competitive advantadeast influence as showed by
the numerical discovery. This is clearly understdnid due to it is not located on the
prime geographical location. It would take an esteddwo and a half day increase in
the amount of time for container vessels takingShaits of Malacca route to call at

the Port of Laem Chabang.

Ultimately, the final results of comparative contirport competitiveness study,
between four representative alternatives, are rebabelustrate in Table 4.31. Klang
is the highest competitive performance with score$l® following by Laem

Chabang in the second position of scores 0.409,IManthe third with scores 0.099,

and Tanjung Priox with scores 0.080.

Laem Chabang with the less capability than Klang Ipoits, it seems possibly for
Laem Chabang’s opportunity to fulfill the status refgional hub in the Southeast
Asian Region. As a consequence, the sound econornindof the country that can
derive, in part, by the driven-power of port opera#l efficiency and effectiveness

are quite important for Thailand.

104
C. Lin Sien, M. Goh and J., Tongzon, op. cit., p.42
5
Laem Chabang recorded a success when its firstHaosimax vessel of 5,250 TEUs docked at the

port on 5 March 1997. (Data from the Port AuthodfyT hailand)

106
For example, there are plans for an efficientrmtedal transport system, such as using a double

track railway and a highway network. (Data from Bt Authority of Thailand)



The container port users; specify liners, consignesnd consignors, have been
complained about the inconsistency of governmetity®n port regulations and
cooperating conflicts between the Port Authority dedninal handling providers.
These issues are potential forces for the decisioport choice of container shipping

lines and shippers. These are also currently aiggie facing by Laem Chabang.

For the purpose of sufficient insight of the congai port competitive advantages’
findings of this study, the methods of sensitivétgalysis have been employed in

forms of graphical models that have shown in Figugeto 4.6.

It shows, in Figure 4.2, the whole performance sefitsitanalysis framework of
competitiveness. Among four container ports it fouhét Klang is highest in
performances and in terms of the potential criténg@t impact to the efficiency and
effectiveness of services provided the throughpunost forcefulness following by

facilities, services, and location respectively.
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FIGURE 4.2 THE PERFORMANCE SENSITIVITY ANALYSIS



From Figure 4.3 to 4.5 the two-dimensional sensitishalysis of a pair of criteria are

demonstrated.
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FIGURE 4.5 THE TWO DIMENSIONAL SENSITIVITY ANALYSIS BETWEEN
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The location of each container port in relatinghte impact of a pair of criteria can be
seen the superior of Klang, while Laem Chabang iseqeriedible just only in the
variable of throughput with 59 percent of compeéitiess. The competitive
comparability between two container ports in respotosall criteria in terms of

dynamic sensitivity is showed in Figure 4.6.

27 4% Facilities

11.2% Location
12.3% Services

49_2% Throughput
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FIGURE 4.6 THE DYNAMIC SENSITIVITY ANALYSIS OF
CONTAINER PORTS

The whole performance sensitivity of sample contapwt competitors as shown in
Figure 4.2 indicates that the performance capghfiteach port is fluctuated with the
influential level of each factors concerned. Klangteductivity is illustrated highest

in terms of location and then a sharply down slapete throughput. This feature of



Klang implies that the competitive capability of Ktams most dependent on the
location and facility and it needs to improve thesition relate to the role of

throughput.

In case of Laem Chabang’s sensitivity performart®ss the highest strength on the
throughput, so this factor is responded to the L&&mabang’'s market sensitivity.
However, it needs to focus on the location and feesliif it needs to increase the
level of competitiveness. Briefly, Klang’'s sensityvis 43 percent of all criteria in
relating to its performance level. Laem Chabanglispercent and following by 11
and 9 percent for Manila and Tanjun Priox respetyiv These indicators also
demonstrate that Klang is highest responsivenessnaidiet demand, following by

Laem Chabang, Manila, and Tunjung Priox.

4.4 SUMMARY

This chapter comprises two sections of analyzingatoar port competitiveness: the
first is concerned with the analysis of environmedimhensions both external and
internal of the container port industry, the secoadalyzes the highest
competitiveness of container ports which are reprteasiees for the purpose of this
study. The results of analysis of both sectionsdamved from the field survey by
guestionnaire and interview methods. The technigfi@emalysis are both quantitative
and qualitative approaches. A summary of the enumiental characteristics of Thai

container ports and its regional competitors follows

4.4.1 EXTERNAL ENVIRONMENTS

In terms of opportunities, Thailand’s Laem Chabangtainer port has several great
advantages. They show a trend of sound economic lgrdiére is a strategy for a
customs free zone, and the government has maderdaypof developing intermodal
transport linkage. When comparing with other thigals, however, it ranked in the
third place of significance. In terms of threatssibeing confronted with rising crude
oil prices and privatization policy. To some extetiiere are also significant

challenges from Klang port in Malaysia, and Da Nang poVietnam in competing



for container market shares. In quantitative angJysfound that the threats to Laem
Chabang is most seriously with score —0.458 pointsle Klang is challenged by
threats slightest with score —0.086. Then, Laem &@ha@lContainer port is being in
situations that need urgently to develop it strat@éan to cope in efficiency with the

challenges of external environments of containgight business (see Table 4.9).

4.4.2 INTERNAL ENVIRONMENTS

In terms of internal strengths, Laem Chabang hagoneestic rival so the government
can fund all related resources for its projectsi@felopment. Laem Chabang is both
supported by Lad Krabang ICD and excellent labouitisskn numerical perspective,
when comparing to the group of its contestants, L&&rabang is being placed in the
third position of strength with score +0.323 (seblé&.9).

Internal weaknesses have arisen as a result dicomith local communities over the
extension project, and with labour unions on theécgobf port privatization. The
bargaining power of foreign global companies has ligfe leverage for domestic

shareholders and the Thai government.

In addition, Laem Chabang container port needsnirgaprovement its strategic

planning for getting higher competitive advantagesr the neighbouring rivals. The

problem of hesitating in any policy-making decisimaiated to the operations and
managements of container port will cause it lagotnind in marginal advantages as
time goes by.

4.4.3 THE COMPETITIVE ADVANTAGES OF CONTAINER PORTS

The findings of comparable competitiveness amorg ritials of container ports’

performance are demonstrated the first predomipasition of Klang container port

with score 0.412, whilst the Laem Chabang occupiedsétond affluence with score
0.409. Manila ranked the third with score 0.099 #redfourth is Tanjung Priox with

score 0.080 (see Table 4.31).



These final logical results confirm the competitadvantages of Klang container port.
The score 0.412 implies that four competitive cidt€throughput, facilities, services
and location) of Klang’s performance can outperfowar the other three competitors

in terms of average competitiveness.

It is noteworthy that Klang container port is jusslight higher competitiveness than
Laem Chabang (0.412 — 0.409 = 0.003). However, gui$e substantial with the

economic terms of efficiency and effectiveness.

To illustrate in percentages of advantage competitss among four container ports,
the findings showed that Klang container port, aapidl.2 percent, Laem
Chabang’s competitive advantages was 40.9 pertésmjla was 9.9 percent, and

Tanjung Priox was 8.0 percent.

Furthermore, the comparative competitiveness af ¢ontainer ports, reflected by the
port users in four criteria (throughput, facilitie®rvices, and location) indicated that
the users were satisfied with the Klang’s performanzéo 41.2 percent. This figure

implies that if the container port’s users haventake a port choice they would

certainly select the Klang 41.2 percent, Laem Chalh9, Manila 9.9, and Tanjung

Priox 8.0 percent respectively.

The reason underline the above idea is becausastrs believe that they would get
benefits by using Klang’' terminal service for a pbsisy up to 41.2 percent, while,
Laem Chabang's service will bring the profitable gibgity to them for only 40.9

percent and so on.

Chapter five described the implications derivednirdghe results of discovered
findings from this chapter.



CHAPTER FIVE

THE COMPETITIVE ADVANTAGES OF THAILAND’S
CONTAINER PORTS

This chapter describes the relative advantagesodaipetitiveness of Thailand’s
container ports, specifically of Laem Chabang cioeta port. The illustration is

derived from the results of analysis in Chapterrfom brief, Laem Chabang’s

competitive advantages of performance need highecentration in accordance with
the perceptions of container port’s users. Howewetelims of the present situation of
container shipping environments both external anterial, there are some
considerable risks for Laem Chabang. Therefore,réisalts of this study in detail

illustrate some implications in following sections.

5.1 GENERAL VIEWS OF COMPETITIVE ADVANTAGES OF
THAILAND'’S CONTAINER PORTS

In general, the performance and organizationatsira of container ports in Thailand
is quite outstanding within the ever-changing pateof container port competitive
environments in the era of globalization. Thiseefion is confirmed by interviewing

some experts and as parallel to the expressiossnoé professionals.

However, some problems of the ineffectiveness of ainat freight traffics in
container port area are, partly, due to the inigfficy of some procedures in steps of
the administrations and operations of both direatty indirectly related maritime

transportation’s organizations in Thailand.

As a consequence, the Port Authority of Thailanda afirect responsible body in
providing management and administrative policiess been trying to improve in
variety of functions and procedures and expectgv® customers with a high level of

services.



Noteworthy, the Thai government has awarded the L&imbang’'s container-
terminals to private operators for the long-terrma@ssion, an average of 30 years.
This strategy seems quite well in efficiency of hamgl services, both in terms of
costs of handling and laying time. Some executofeshipping lines affirmed this.

However, the analysis of this thesis, on the comipetiidvantages of Laem
Chabang’s performance in comparing to its rivalaeijhbouring countries i.e. Klang,
Manila, and Tanjung Priox container port, has desirated some remarkable
findings in a rather complicated process. Hence, fillowing sections describe a
detail of implications of container industry’s eronments and competitive

advantages analysis of container ports in Thaitardithe Southeast Asian region.

5.2 THAILAND’S CONTAINER PORT ENVIRONMENTS

This sector describes the characteristics of thetafwer port's environments in
Thailand, both external and internal circumstangesontainer shipping industry.
They are based on the results of SWOT analysisherenvironments of a fierce
competition in container business in the Southesstin region. However, the
description is focused mainly on Thailand’s doneesiritory.

5.2.1EXTERNAL OPPORTUNITIES

In terms of domestic environments, it is obviobstt Thailand’s container port
industry is more advantages in many dimensions u#ingss environments. The
perspective of economy shows a great opportunigetting high advantage for cargo
volume. This is due to the trend of economic growiftthe countries that in turn will
make the percentages of containerized cargo inaggasonsecutively for several
coming years (see Table 4.1, 4.2). This benefinlahd cargo advantage is indicated
by the attributions of shipping lines’ respondergs OOCL, HAPAG-LLOYD. They
have directly called at Laem Chabang container pgrthe post-panamax container
vessels twice a week. The main reason is that itehasifficiency of domestic

containerized cargoes.



In terms of politics, it is well for Thailand’s caiber shipping. This is because of the
Thai government needs to promote the maritime imgils many approaches in order
to improve the whole system of the country’s intéoral trade. Specifically, the
multimodal transport linkage development policy tbeé Thai government is also
beneficial to container ports as well. As one of ttin@ats to Thai inland container’s
marketing position is neighbouring rivals i.e. Klarepd Da Nang, thus the
development policy of multimodal transport will bgirsome competitive edge for
Laem Chabang’s market shares of behind-land cargoes

Thai government’'s marketing and customs’ free zetrategies are potential to
attract more main liners calling directly at LaerhaBang container port by larger
ocean vessels e.g. panamax and post-panamax sthefximg time-window. Some
bilateral free trade agreements between Thailando#imel countries, such as India,
Australia, and China, are the instances of governmmamketing policy in which the
role of Laem Chabang as the main container gatewa#yeocountry is increasing at

the same time.

The customs’ free zone is another strategy thateases the derived demand for
transporting raw material, intermediate industria &nished manufactured products.
This is because of the number of foreign directestments of manufacturing
affiliates in Thailand have been increased duéorelief of importing and exporting

taxes and duties for products move into or manufadtin a free zone industrial site.

Additionally, the country’s growing wealth is fueljnrmuch greater demand for the
import of vehicles manufactured oversea, in paldiciEuropean brands that are

currently not manufactured in Thailand.

5.2.2 EXTERNAL THREATS

From the results of both quality and quantitateealysis of Laem Chabang’s
external threats, it found that the situation istdecting the competitive margin of
Laem Chabang container market position. In term®sarket share’s competition, it

is a strong threat to the status quo position @nh&habang.



According to the cooperation of development projeicés the two projects of route
construction between Thailand, Laos, and Vietham sé&hgojects will become the
new gateways of land transportation between the ttoeatries. However, the best
opportunity seems to incline to Da Nang port of Vietnguite obviously. It is not an

over illustration of panic but based on the dematility of shippers. Hence, it does
not so far for increasing the level of competitfoncontainerized cargo volume in the

region.

Also, some market shares of the Southern parts afdrd’s products are shaking by
transferring pass through the Southern border ddilahd to the Klang port of
Malaysia. The present reality is that inland tramspproviders operating from
Malaysia are currently putting their efforts intatieing Thai shippers to ship via Port
of Klang by offering a lower freight rate, particdlafor those shippers in the South
of the country. This flaw cannot be disregarded etremugh the impact is not so

fierce now.

The threat of high price of crude oil in the worldarket has much impact to Thai
transportation system. Approximately 80 percent nfde is imported and this
certainly affects the expected economic targetootainer operators as well, either in
terms of volume or operating costs. Thailand is ensuffer by the impact of the

world’s market price of crude than the neighbouogntries.

5.2.3 INTERNAL STRENGTHS

Even though there is a threat of external challsrigean neighboring countries to the
competitive edge of Laem Chabang, risks of thatlehging can be reduced in some

scales relative to some internal strengths of L&mbang itself.

The followings are strengths supporting the comipetiadvantage level of the Laem
Chabang: (1) “Services Dimension”, as mentioned rfeefbaem Chabang container
port has been, by the government policy, promaobebet the principal container port
of Thailand. This is undoubtedly has been a deeiaetor of the country’s seaborne
trade internationally. As a consequence, the astabent of Lad Kraband ICD

derived by the special support of the governmedicypdas acted as the inland



container freight station of Laem Chabang contaipert definitely. It is most
facilitated to the owners of containerized cargo #mal shipping liners. It has also

linked the Laem Chabang container port directlydnd and rail modes.

By the distance of about 85 kilometres to/from Laéhabang and vice versa, it leads
to a sound economy in transporting cost obvioudignce, the Laem Chabang has
been most advantage by the operation of Lad Krab@idgboth for unloading and

loading cargo to containers; (2) “the advantagéooél human resources” based on
the data obtained from interviewing two operatingrapms of shipping companies,

they confirmed the high quality of skilled of comtar terminal labourers.

This is, in average, the strong local human ressuaf the Laem Chabang and has
been internationally accepted. In addition, thatmn of Laem Chabang is obviously,
by past experiences and geographic engineerirfgees from natural disasters such

as earthquake and heavy storm.

5.2.4 INTERNAL WEAKNESSES

In present day, Laem Chabang has faced an objetbom an immediate area. The
disagreement on the economic returns incurringhleydperations of Laem Chabang
port by some groups of communities adjacent tqtré site is under going. They see
rather that the establishment and future expangiojects of the port will destruct
their standard of private living. Also, private iadiual environmentalists have argued
on the issues of water pollution and destructiooazstal sea animals, caused by the

operation of the port. This problem is likely tonsoime some costs and period of time.

In terms of management and direction, some goventismagents who have been in
charge of port services have practiced in a maohenalfunctions. This sometimes
led to the problem of unfair manipulations compéainby some individuals of

shippers and shipping lines (data from interviewing)

Furthermore, the disobedience of the Labour UnionStHte-Enterprises, for the

government policy in relating to the program ofl fjodivatization of state enterprises



including the Port Authority of Thailand, has causieel inefficiency of some parts of
container port performance.

Finally, the container terminal operators in Laemmaang are all under long-term
contraction to private operators. This resulted aindifficulty in terms of the
unpredicted regulation adjustment that needs twessbme constraints of the terminal
services. This is because of the bargaining powWehe government agents is less

than the terminal operators.

Next section describes the relative implicationcafpetitive advantages of Laem

Chabang container port from the results of emdiaoalysis in chapter four.

5.3 THE COMPETITIVE ADVANTAGES’ IMPLICATIONS OF
LAEM CHABANG CONTAINER PORT

This section describes the relative implicationsahpetitive advantages of the Laem
Chabang. The empirical analysis results of comgetiess of container ports implied
that the environments of the container port induisself are significant.

The attitudes of the experienced container porsersl are expressed in humerical
systems to reflect the competitive advantages einL&habang with respect to the
potential factors influencing it. Hence, its relatisompetitiveness of performances is

illustrated in the following sections.

5.3.1 THE LAEM CHABANG’S COMPETITIVE ADVANTAGES

The competitive advantages of Laem Chabang argetkfrom many criterions. The
criterion that brings most powerfulness to it is patitive throughput. This is quite
understandable because of the first priority ndadeshipping lines, consignees, and
consignors are the containerized volume. It isulwaitely for Laem Chabang that it
has been promoted to become the main interface foydeontainer freights of the

country by the Thai government.



At the same time, the former main gateway of seaspain, Bangkok port, has been
reducing its role to become just a feeder sitd.tmm Chabang. The Port Authority of
Thailand has limited the amount of containerizethagpassing through it just only
600,000 TEUs per annum. This policy has led to tinenger position and high

capability of the Laem Chabang container port asoasequence. The currently
wealth of Thailand’s economic growth rate, specificadn industrial section, is

another influential factor to further boost theajref Laem Chabang in the country’s

territory and as the same in the international scop

Thailand is in a key position to serve growing irsian trade and a growing
economy results in higher domestic consumer denramdich may go some way to
slightly redressing the balance between full and tgngontainers. An important
focus for Thailand has been trade between Southe#stand Australia/New Zealand
(ANZ), which is affected by a draught period causangeduction in the export of key
ANZ commodities such as beef, dairy products andetadges. This caused a
reduction in tonnage on northbound routes, whileoespfrom Asia on southbound

route have reached a record levels.

In less extent, Thailand’s highest value-based gxpmmmodity of computer’s part
products looks set to experience a continuing grownghd as the government has
recently announced plans to make Thailand the magimanufacturing center for
hard disk drives, which are so varied in size thegteets predict every modern
appliance could contain one in the coming yearmsmfmmobile phones to digital
recording equipments. This is indispensable fornb&@habang to deserve the more

attractive point of container transfer by all comzal by the events described above.

The other significant competitive criteria for La€habang are services and facilities.
These two factors seem possible for improving touseghigher levels of terminal
operations. The findings show that Laem Chabang\dcas and facilities are ranked
in the second place over Manila and Tunjung Prioc jaist a little lesser than Port of

Klang.

These discoveries imply that Laem Chabang’ oppdstdar making a stronger stand

for services and facilities determinants is in arshand. The currently real practices



of container handling efficiency at dockside indécay the sound economic serving

to the post-Panamas vessel size without any constrai

The determinant of services has become the significompetitive factor in the
seaport industry. This is affirmed by the commasftslaezendouck and Notteboom
who concluded that the creation of competitive athiges requires a supporting
industry in the port concerned. Examples of suatustries are feeders, agencies,
towing services, warehousing companies, ship repaies] haulage firms, railways,

. e : 107
inland navigation firms, insurers and customs sewi

Hence, the grater services levels can be made higiheficial to both shipping

operators and shippers by reducing time, transposts and economy of scale.
Services have been believed that they will contebtd the higher value and
efficiency of performance in the container shippings a consequence, the Laem

Chabang container port has to concentrate to flaesars as well.

Nevertheless, The Laem Chabang’s important constisathe geographical location.
This is the main obstacle to the proliferationtsfproportionate advantages. It needs
approximately five days for sailing to/from betweeaem Chabang and Malacca
main ocean-route. This is of cause bearing somp’'ssluperating costs, thus to
overcome this issue it need to outperform in scewellof ashore operations.

This implies that Laem Chabang’ needs of upgradimaye higher efficiency and
effectiveness of other determinants of facilitiesl aservices. The inland transport
infrastructures such as road, rail, and inland wagr that link between Laem
Chabang and the sites of variety productions nedaetaccelerated in terms of the
capability and frequency. These implications wwestually bring an economy of
scale and scope that the lesser multimodal trahspet could be recorded by passing
through Laem Chabang as a central node.
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5.3.2 THE IMPLICATIONS OF COMPETITIVE ADVANTAGES OF THE
SOUTHEAST ASIAN REGION’'S CONTAINER PORTS

This section describes relative competitivenesterms of comparison of the four
container ports in Southeast Asian countries (Laehab@ng container port in
Thailand, Klang container port in Malaysia, Manilantainer port in the Philippines,
and Tanjung Priox container port in Indonesia).sTgroup of seaports has been

selected for this thesis based on the fact that blaee been categorized in the same

, - - . 1
level of relative productivity of efficiency andfettlveness.08

The results of the analysis of the four criteriaoftainer port competitive advantages
show that the throughput ranks the first priorityimportance with score 0.492, the
facilities ranks the second with score 0.274, th@ises ranks the third with score

0.123, and the location pose the forth with scor@. 12 (see Table 4.25).

These discoveries are relatively consistent with ttenventional perspective
concerning the importance of those criteria. Wenoaverlook the great influence of
services on the competitive ability of a contaipert, as affirmed by Haezendonck

and Notteboom in their reference to the skill of ldeorkers in the port of

Antwerp.1 09

In terms of the importance of intermodal interfac@soncrete example is the case

study of Vancouver Port as a successful terminalcdmpete, it has developed a state

- : . : 10
of art facility, Deltaport offering excellent inteodal connectlonsl. Last but not

least, the importance of supporting industriesttiertwenty-first century is confirmed
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by IAPH’s reports that “a growing range of value-adidactivities in logistics,

. . 111
therefore, will be concentrated in and around poets.

By doing so, container ports are expected to bgusbta transferring point between
different modes of transport but also as a logssticb and center in global transport
chains. Container ports are required to be condewith the business activities of
physical distribution systems such as inventorytrmnwarehousing, packaging and
sorting (Hoyle and Pinder, 1989). However, even thodatilities are highly

important, the other three criteria are also indigable for the container port’s

competitiveness.

Laem Chabang ranks the second for competitive ddgan with score 0.409 points
after Port of Klang that ranks the first with scord1® points. This finding is very

important indicator for the competitive positionlafem Chabang.

This implies that the intermodal linkages and suppg industries in Laem Chabang
are less efficient than those at Klang. The workiehSGoh, and Tongzon states that
“although Laem Chabang has undertaken a seriepgrading programs in its port
facilities, simplifying customs procedures and otfmeasures, there is still some room
for improvement, especially in the area of inlaradfic; port-related services such as
banking and insurance, which are core commerciahbsses, are mostly located in

Bangkok.

Thus, solving this traffic congestion problem shibldle made one of the port's

. . . 12 .
immediate prlorltles’l. They also referred to the most successful strasegilopted

by Klang port, in which “the port authority and thavate terminal operators have
established distriparks and warehousing facilitreslpse proximity to the port, as

well as inland clearance depots and dry ports ategjic locations around the country

111
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— the port has continuously improved its inlandeintodal connections through the

, : oo 11
maintenance of a network of highways and rallwaysa’.

Hence, the Laem Chabang is in urgently need to ivgpamd develop more efficiency
of intermodal linkages and supporting industriespursuit of a more competitive

advantages in relation to the factors in the faedi

The results related to the services criterion iaicthat Klang is the most
competitiveness following by Laem Chabang, Manita] &anjung Priox respectively.
The difference between container ports with respesetvice level is very threat and

indicates that Laem Chabang’s service level istleas it should be.

The less efficiency of services in Laem ChabangehHasen revealed, in part, by the

work of Pojpring, who noted that there are also sahisadvantages such as the
. /- . 114 __ .
process in customs clearance, and the authoritiesophrate this clearance. This

indication is obviously related, in part, to thevsee level in port custom area.

Laem Chabang is utmost advantage with respect tthtbaghput. This great fortune
can be changed by the influence of rapidly develpmf the regional competitors.
The present container-shipping pattern is a motfeece that the dynamic
transformation is its nature. Shipping lines amipgers have been focusing on
intermodal transport costs, thus wherever can itfe@isound economic transaction of
container freight traffics they will be going thefehe regional competitors could be
challenged Laem Chabang’'s competitive throughpahgttime in the future. Hence,

the forever improvement and development of serprogiding are needed.

Eventually, the competitive advantages of the foamtainer ports in the Southeast

Asian region including Laem Chabang, Klang, Manilagd &anjung Priox have a

113 . _
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great potential to develop for their greater comtipet edge. Nowadays, they can

sufficiently served their own country’s internatibtrade.

The government of each country has been tryingippart in many ways relating to
the capability of seaport as a gateway of the cguhtence, the market positions of
these four container ports in views of customers banchanged in terms of
competitive advantages for their interests thaivderom the sufficient containerized

cargo volume and lower rates of transport costs.

5.4 SUMMARY

The first section of this chapter explores somelizagions concerning the container
industry’s environments in Thailand that affect ttee market position of Laem
Chabang in the Southeast Asian region. The lattetioseimplies the competitive
advantages of Laem Chabang and then the big piabirthe Southeast Asian
container ports’ competitive standpoints is desmibThe next chapter provides the

summary and conclusion that stem from the discavénelings.



CHAPTER SIX

SUMMARY AND CONCLUSION

6.2 CONCLUSION

Thailand’s container port competitive advantagesiaran unstable market position
by the challenges from the neighbouring rivalshie Southeast Asian region. This
inference is mainly based on the ever changingootainer traffics in the Southeast

Asian region and global scope.

The Southeast Asian’s maritime countries are tryimgexpand their capability in
terms of international seaborne trade. As a consegehey have been improving
and developing their seaport performance both immge of efficiency and

effectiveness, especially container port.

This phenomenon has been pushing a higher congretfi container shipping in the
region as well. The Laem Chabang's competitive athges have been directly
affected by the current situation. Eventually, asoantry’s principal container port,
Laem Chabang has been expecting to keep concegtradi the perceptions of
shipping lines and shippers who are the main coatdmansferring customers.

This thesis analyzed the container industry’s emrirents and the container ports’
services in the region by assessing the attitulessiomers and individuals who are
directly concerned in accordance to the competitdgantages which have been
incurred by the sample container port includingrha@habang, Klang, Manila, and

Tunjung Priox.

The findings are categorized into two parts. Thet i the results of container port’s
environment competitive analysis. The second is msults of comparing the
competitive advantages of each sample containet. @dre significant findings

analyzed from the study in this thesis are sepairate two items as follows.



6.2.1 THE SITUATION OF LEAM CHABANG CONTAINER PORT’S
ENVIRONMENTS

The qualitative findings indicated that, in term$ domestic territory, Laem
Chabang’s external opportunities are in a gooddtrdiis is based on the long-term
predicted economic growth rates and the governmemblicy in according to
seaborne international trade. However, in termsxtéraal threats, i.e. the impact of
crude oil’s higher price and increasing roles ofriggort of Malaysia and Da Nang
port of Vietnam, have been deteriorating the exieamportunities advantages of

Laem Chabang container port.

In case of internal environments, there are sorwargdges in relating to the efficient
performance of container handling facilities andlitut of Lad Krabang inland
container depot. Furthermore, the local resourédabmur skill and free of recorded

natural disasters have brought some advantagesetm IChabang as well.

Nevertheless, in terms of the disagreement betweeRPAT and local communities,
management and organizational structure, and najari foreign companies’
terminal control are the internal weaknesses that Hzeen lessening the internal
strengths of Laem Chabang.

The quantitative findings of environment analysiscompetitive advantages of the
four container port's sample showed that the Learab@hg was ranked the third in
comparing with the rest of regional rivals.

6.2.2 THE CONTAINER PORT'S COMPETITIVE ADVANTAGES

The findings disclosed that Laem Chabang’s conipetiess has been placed on the
second. Otherwise, Klang has been positioned the fiitkiwed by Manila and
Tanjung Priox respectively. This discovery has oeably approved the qualitative
assumption that Port of Klang has been outperforiv@eim Chabang. However,
according to the thesis’s findings, it is notewortbyacknowledge some limitations of

this research. These includes the insufficiencgahe determinants i.e. limiting of



times, financial supports, and the sources of raa dee accumulated only Thailand’s

domestic boundary.

6.2 RECOMMENDATIONS

The container industry serves the needs of trapgarters worldwide, and because of
an increasing concentration on maritime tradingitamer ports have been expecting
to become a first priority of almost maritime cayntAs a consequence, the rivals in
the Southeast Asian region impact Thailand’s Laenab@hg container port with

significant challenges.

From the findings of this thesis, it seems thatrhe@habang needs to make more
concentration on the business strategies to ineraad sustain a competitive edge
internationally. In general, container port comfi@i among countries has been
getting fiercer than in the past because of teduwlevolution including the

increasing size of containerships implies onlyw @alls in three or four harbours at

each end of the trade, the rest of the traffic ¢pserved by smaller feeder-ships.

It is therefore essential for big contain portd&selected as one of these calls by the
main shipping lines, consortia and alliances toidvoarginalisation. There has been
increasing a severe container port competitionhin $outheast Asia region, which
they would like to become a regional port includlrem Chabang, Klang, Manila,

and Tanjung Priox container ports.

The general policy of seaport development in Tiailgzhould be adopted by the
approach of integrated strategy to elevate theperity of the supply and demand of
cargo throughput, handling facilities, and servicewestment decisions that have
underrated the impact of the seaport industry an rtational economy from the
macroeconomic viewpoint should be revised. Seapeveldpments in the present
global situation are heavily dependent upon theogsition by the central

government’s authorities to the critical role ofagert for the wealth of national



economy. Consequently, there is the need to make cntral government’s

: .11
awareness of the importance of the seaport mdus?ry.

Since the shipping business environment is vulilerab the impact of global
business, the need to establish an appropriatdlexible strategy is very important.
Thailand’s container port industry should be focusa its organizational structure
and management policy. The strategy of customeicgeshould be adopted, specific
on logistics service. The higher levels of logistiservice for container port's
customers are needed. Container ports are needewiévstand its performance and

) , . 116
realize the customers’ expectations.

The above-proposed strategy should be implemenyethd cooperation between
government agents and private sectors that arelviedoin maritime affairs. For
instance, the establishment of the cooperation lestvilee existing state-enterprises
that provide transport services in the country isoacrete kind of the customer
logistics service in Thailand. Those organizatiars the Port Authority of Thailand
(PAT); the State Railway of Thailand (SRT); the Exgsr@ransportation Organization
of Thailand (ETO); and Thai Marine Navigation Cad L(TMN).

According to the idea of cooperation between fourestéaterprises of Thailand, the
establishment of a Memorandum of Understanding (M@tdpng them was signed
on August 21, 2004. The MOU objective is to enhanae dfficiency in cargo
transportation in the country border. It has addpfeur main strategies: (1)
promotion of the Laem Chabang port as a key gatdaainternational trade in the
region; (2) development of hub and spokes for catigtribution; (3) promotion of
modal shifts from roads to railways and waterways agmpelines; and (4)

improvement in the surface logistics managemenicer
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However, they have been focusing on the developménutilizing existing
infrastructures and trying to accumulate cargo mauflowing to Laem Chabang,
another determinant that should be consideredeisetficiency and effectiveness of
management and operation relating to the cooperatioject. Hence, the consistence
between transport infrastructures and managememtsoperations are needed for

fulfilling the higher competitive advantages of ba€habang container port.

There is a great competition for market shares wdlating to the sources of
containerized cargo volume (foreland, hinterlanaj domestic industrial products).
Laem Chabang needs to improve the factors thatpaeisibly bring about a more
sustainable advantages including service levetgymodal linkage, and supporting
industries. It is necessary to reformulate thetesgnafor the competitive performance

of the Laem Chabang, which is reflected by théuatés of the respondents.

The findings affirm that the highest efficiency aeffiectiveness of Klang container
port has mainly based on the long-term attemptssaifiicient planning strategies of
Malaysian national government. In case of Thailaawgn though the government has
been employing some policies that try to developrhaChabang as a main container

port of the country but it is still in the initiatage.

The integrated strategy is heeded to adopt forawipg and developing the domestic
transport infrastructures in all modes (road, raaterway, and seaport) as a
synergetic system. In terms of management and astnaition, the reengineering of
state-enterprises in which responsible for all modédransportation should be

considered deliberately.

The supporting industries, such as container distion center, packaging and sorting
company, warehousing, insurance company, commeiesalk, inland haulage

company, hospital, etc. are very important factorattract the main shipping lines to
make directly calls at the container port. The isigcy of those related industries

should be located closely and approached simpp&ygontainer port’s users.

The modal split is another strategy that Laem Chglshould be adjusted. This is

because the customers’ perceptions seem currembatigfied to the services



provided (based on the analytical findings). Tlams$ferring of containerized cargoes
between modes has still not reached the expecteats ridesome shippers and liners.
According to the needs of them, times and costsbmameduced by the efficient

container movement between modes.

Hence, the questions that should be answered gr&h@duld Laem Chabang more
focused on the quality of services rendered? (2) thee current Laem Chabang’s
incentives to attract the regularly direct callsthg main shipping lines sufficient?

6.3 FURTHER RESEARCH SUGGESTIONS

A valuable further study would answer the following stigns: (1) Should Thailand’s
seaport industry be fully privatized or not? (2)o8kl the improvement of the
intermodal linkage to/from Laem Chabang be an urgeority?
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QUESTIONNAIRE

THE FIRST SURVEY

Factor Analysis of the Actual Conditions of ContaiRert’'s Competitiveness

This questionnaire is designed to research theep@wo of the conditions ¢
maritime industry using container ports and thetdiac of container port’
competitiveness in an effort to carry out the thegi*Comparative Analysis
of Port Competitiveness in Southeast Asia: from theThai Container

Ports’ Perspective”.

To help me in my research | would appreciate iyyyeuch if you could complete the enclosed
questionnaire. Your replies will be treated in $figctest confidence and will not be released p an
organization or individual. All of the findings dtfis research will be aggregated and published iordy

general and anonymous form.
I would like to thank you in advance for your comgen.
Yours faithfully,

Mana Chaowarat
Ph.D. Candidate, Korea Maritime University, Repaloli Korea.

1t Please send the questionnaire to the following adess.

Mana Chaowarat

Maritime College, Burapha University

Tambon Sean Suk, Amphur Muang, Chonburi, 20130
Tel: 66-3874-5900

Fax: 66-3839-3231

Email: chaoma@buu.ac.th




|. BACKGROUND INFORMATION

1-1. What is your position with in your company? ( )
1-2. What are your responsibilities? ( )
1-3. How long have you been engaged in the maritmdestry?  ( ) years

Il. RELATED VARIABLES FOR CONTAINERPORT'S COMPETITIVENESS

This survey is to assess your opinion regardingetated variables of container port's competiteen Please

mark an X in the appropriate column for weightigle variable, due to your opinion.

Variables 112|345

Total throughput

Inland cargo advantage

Foreland cargo advantage

Transnational corporation’s industrial
Products (FDI)

Number of visiting vessels

Transshipments

Infrastructures: berth length; number of berthgthdecontainer yard; warehousirjg

space; staging area; etc.

Superstructures: gantry cranes; other handlingoegemts; EDI system;

technology know-how; etc.

Port geographical location

Service level: a speedy and reliable of informati@msaction

Hinterland access

Maritime access

Intermodal interfaces

Skilled labour

Supporting industries: customs; shipping agenp ahid container repair
companies; insurance, land transport company; hzadkaging and sorting;
hospital; etc.

Note: “1” refers tanot at all important, “2” refers tonot very important, “3” refers

to fair, “4” refers toimportant, and “5” refers tovery important.

THANK YOU VERY MUCH FOR YOUR COOPERATION




THE SECOND SURVEY

Analytic Hierarchy Process Analysis of the Actual Ctiods of Container Port's

Competitiveness

This questionnaire is designed to research the percepfidine conditions c
maritime industry using container ports and thetdiec of container port’
competitiveness in an effort to carry out the thegi*Comparative Analysis
of Port Competitiveness in Satheast Asia: from the Thai Container

Ports’ Perspective”.

To help me in my research | would appreciate iyweuch if you could complete the enclosed
questionnaire. Your replies will be treated in ¢fwéctest confidence and will not be released ¥ an
organization or individual. All of the findings dfis research will be aggregated and published iordy
general and anonymous form.

I would like to thank you in advance for your comg®n.
Yours faithfully,

Mana Chaowarat

Ph.D. Candidate, Korea Maritime University, Repaloff Korea.

1t Please send the questionnaire to the following adess.

Mana Chaowarat

Maritime College, Burapha University

Tambon Sean Suk, Amphur Muang, Chonburi, 20130
Tel: 66-3874-5900

Fax: 66-3839-3231

Email: chaoma@buu.ac.th




|. BACKGROUND INFORMATION

1-1. What is your position with in your company? ( )
1-2. What are your responsibilities? ( )
1-3. How long have you been engaged in the maritmdestry?  ( ) years

[I. PAIR COMPARISON OF CRITERIA AND ALTERNATIVES FOR
CONTAINER PORT'S COMPETITIVENESS
This survey is to assess your opinion regardingtheria and alternatives in terms of

container port’s competitiveness. The group okcidt and alternatives are as follows:

1) Criteria;
1.1“Throughput” includes total throughput, number @fiting vessels,
transshipment, transnational corporation’s indakproducts, inland
cargo advantage, and foreland cargo advantage.
1.2“Services” includes skilled labour, supporting isthies, and service
level.
1.3"Facilities” includes intermodal interfaces, man#g access,
infrastructures, and superstructures.
1.4“Location” includes hinterland access, port geogreal location.
2) Alternatives include Laem Chabang, Klang, Manila, and TanjungxPr

container ports.

Please mark an X in the specific column for weighigp each factor that you think

is appropriate.

Example 1
Factor|9|8|7(6|5|4|3|2(1|/2|3(4|5|6|7]|8|9| Factor
A X B

Note: The example shown above indicates that f&isrmore important than factor

A by 3 points.



Example 2

Factor| 9|8|7|16|5(4[3(2|1(2|3|4|5|/6|7|8]|9]| Factor

A X B

Note: The example shown above indicates that factand factoB are equal.

Example 3
Factor|9|8|7(6|/5|4(3|2|1|2|3|4|5|6|7]|8|9| Factor
A X B

Note: The example shown above indicates that factisrmore important than factor

B by 4 points.

1) When comparing each pair of criteria in relatit;m the highest competitive
container port (objective), which one is more impott and how much more

important is it in relation to its counterpart?

1.1 The Highest Competitive Advantage Container Port

Criteria Intensities Criteria
9(8|7|6|5|4|3|2|1|2|3|4|5|6|7|8]29
Throughput Services
Throughput Facilities
Throughput Location
Services Facilities
Services Location
Facilities Location

2) When comparing each pair of alternatives inti@teto each criterion, which one is

more important and how much more important is relation to its counterpart?

2.1 Throughput

Alternatives Intensities Alternatives
9|8|7|6|5|4|3|2|1|2|3|4|5|6|7]8]|29
LP KP
LP MP
LP TP
KP MP
KP TP
MP TP




2.2 Services

Alternatives Intensities Alternatives
9|!8|7|6|5|4|3|2|1(2|3|4|5|6|7]8|29
LP KP
LP MP
LP TP
KP MP
KP TP
MP TP
2.3 Facilities
Alternatives Intensities Alternatives
9|!8|7|6|5|4|3|2|1(2|3|4|5|6|7]8|29
LP KP
LP MP
LP TP
KP MP
KP TP
MP TP
2.4 Location
Alternatives Intensities Alternatives
9|!8|7|6|5|4(3|2|1|2|3|4|5|6|7|8|9
LP KP
LP MP
LP TP
KP MP
KP TP
MP TP

THANK YOU VERY MUCH FOR YOUR COOPERATION




Prime Minister

National Economic and Social Development Board Budget Bureau
efc. 8
[ |
Offic of the under-secretary Office of the Pr| me Minister
S S ™ R [
Dept. of Land Transport - Port Authority of Thailand
Dept. of Aviation - Airport Authority Legend
Dept. of maritime transport and commerce 4= Thal Airways International Public Co., Ltd. B Ministry
Dept. of rural Roads - Thai Airway Co., Ltd. — Department
Gept.of highviays T State Railway of Thaland hi State Enterprise or Company
Office of Transport and Traffic Policy and Planning - Thai Maritime Navigation Co., Ltd.

Aeronautical Radio of Thailand Ltd., —— Bangkok Mass Transit Authority
Telephone organization of Thailand — Express Transportation Organization

Source: Reproduced from the office of the Permanent Secretary, Ministry of Transportation of Thailand.
FIGURE 2.3

THE STRUCTURE OF GOVERNMENTAGENCIES INFLUENCING TRANSPORTATION

26



	CHAPTER ONE: INTRODUCTION
	1.1 International Trade and Container Ports
	1.2 Thailand’s Container Ports and International trade
	1.3 Literature Survey and Objective of Thesis
	1.4 Methodology and Structure of Thesis

	CHAPTER TWO: THE ECONOMIC STRUCTURE AND PHYSICAL ...
	2.1 Geographical Features of Thailand
	2.2 Structure of Thailand’s Economy
	2.3 Thailand’s International Trade
	2.3.1 Exports
	2.3.2 Imports

	2.4 Structure of Container Industry in Thailand
	2.5 Port Industry of Thailand
	2.6 The Projection of Container Port Service Demand in Thailand
	2.7 Summary

	CHAPTER THREE: THEORETICAL AND ALTERNATIVE APPROACHES ...
	3.1 Introduction
	3.2 Competitive Advantage Strategy Formulation
	3.3 The Competitive Advantages of Seaports
	3.4 Conceptual Framework of Container Ports’ Competitive Advantage ...
	3.4.1 The Process of Analysis Methodology
	3.4.2. Principal Component Analysis  (PCA)
	3.4.3 The Analytic Hierarchy Process

	3.5 The Field Survey Statement
	3.6 Summary

	CHAPTER FOUR: COMPARATIVE ANALYSIS OF PORT ...
	4.1 The Environments of Container Ports in Thailand
	4.2 Container Ports’ Environment Quantitative Analysis
	4.3 The Container Ports’ Competitive Advantages Analysis
	4.3.1 The Statistical Results of PCA Analysis
	4.3.2 The Analysis of Potential Competitive Factors

	4.4 Summary

	CHAPTER FIVE: THE COMPETITIVE ADVANTAGES OF THAILAND’S ...
	5.1 General Views of Competitive Advantages of Thailand’s ...
	5.2 Thailand’s Container Port Environments
	5.3 The Competitive Advantages’ Implications of Laem Chabang ...
	5.4 Summary

	CHAPTER SIX: SUMMARY AND CONCLUSION
	6.1 Conclusion
	6.2 Fecommendations
	6.3 Further Research Suggestions

	Bibliography
	Questionnaire

