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Abstract

The role of containerization in facilitating global commerce has been well documented by various scholars. It has altered the structure of the liner shipping industry besides altering the historical trade-flows from well-defined hinterland regions through traditional seaports. The level of competition among container ports to maintain and/or enhance their market share is also readily visible today. While the world’s leading container ports have the resources to invest in state-of-the-art technology and terminal facilities that would help maintain their gateway port status, many smaller ports find themselves relegated to a lower status in the global hierarchy of ports. The paper examines the case of Turkish ports--by no means major players in the global container port sector--in the containerized era.

Turkey has three major container ports, viz., Haydarpasa, Izmir, and Mersin. All three ports are operated by a large, highly bureaucratic governmental agency namely TCDD (Turkish State Railways). As a result, the revenues generated by these ports are often diverted for non port-related activities rather than investing in port improvement projects. This has negatively affected the efficiency of Turkish ports in relation to their Mediterranean counterparts. There have been a few studies related to the problems faced by Turkish ports the consensus of which appears to be advocating increased level of private involvement in the sector. The paper will analyze the case of Turkish ports in detail and their avenues for potential growth. Its conclusions will include public policy recommendations that will enhance their operational efficiency.
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BACKGROUND ON HUB PORTS

The evolution of the hub-and-spoke system has led to a stratification of container ports into hub or gateway ports and feeder ports. Historically, ports have evolved to become centers of economic growth and prosperity besides providing employment for a large number of its relatively low-skilled local residents. Accordingly, one could take a position that to be designated a hub port would essentially elevate a port to the upper echelons of port hierarchy in that country or region and become the stimulant for regional growth and economic vitality. Although there are increasing doubts about the true role of container ports in local economic growth (see Goss 1990, Gripaios and Gripaios 1995), one could make a case that there are some tangible benefits to having a hub port especially in an underdeveloped region for a variety of reasons albeit some of these reasons are because of the relative inefficiency of these ports in the first place.  As an example, Goss’ argument of leakage of benefits to the interior points is often invalid in the case of hub ports in developing countries that do not have the infrastructure or the capability to facilitate expeditious seamless movements to interior points.    Furthermore, trade journals often report new initiatives underway at various ports in many parts of the world including the Mediterranean region, the focus of this paper, to attain the coveted  hub port status.     

There are many definitions of hub/load centers. Marti (1988) defines it as a carefully selected port that shipping lines use while canceling calls to other local ports at the same time.  He also classified ports into three types, viz.

· The international load center that dominates world trade

· The medium sized port that controls regional exchange

· The feeder port that affects domestic commerce.

A subsequent UNCTAD Report (1990) defined a hub port as one that is situated at the intersection of arterial trade routes where the main stream of container traffic splits into feeder ports. The report also mentioned that a load center has significant centrality and accessibility to hinterlands. Hoi (1999) describes a hub port as a container port that provides terminal and marine services to handle and facilitate the transfer of containers between the feeder and mother vessels in the shortest possible time. He divides hub ports further into the categories of main hub ports and secondary hub ports.  Hoi’s definition of a main hub port is one which handles about 50% throughput as transshipment containers, has the depth of water to accommodate vessels drawing 15 meters in draft and handles at least 2 million TEUs or more in throughput.  The propensity to weave hard numbers into the definition of a hub port is a weakness as Hoi’s numbers may be relevant for some ports but not for others with different geographic service features.

Hayuth and Fleming (1994) and Shashikumar (1999) expanded the application of centrality and intermediacy aspects of hub ports.  Accordingly, centrality is understood to be the port’s ability to generate container traffic, either originating or terminating in its hinterland.  Intermediacy refers to the port’s ability to attract incremental cargoes that may either be a transshipment cargo or cargo in-transit.  The usual mechanism to gain incremental container traffic for a port through the intermediacy factor is by attracting top-tier operators to that port through various incentives and thus, would result in establishing their transshipment operations or switching it from an existing location to that port.

Centrality is considered to be the main factor for gaining the hub or load center status unlike intermediacy, which can shift quite drastically (Shashikumar 1999). There have been many instances of poaching of top-tier operators from one transshipment port to the other as was recently illustrated in the case of Singapore and Tanjong Pelepas in Johore, Malaysia.  When a competing port in the region offers a better deal to the container lines, they may accept the offer and move their operations to the other port, especially if both ports have similar characteristics and almost the same intermediacy. 

It has been reported in the trade media that feeder operators have become the hostages of mainline carriers (Elliot 2002).  Their operating decisions are driven by the decisions of their mother vessel operators, typically the top tier carriers.  When the top tier carriers switch their transshipment port, the feeder operators are forced to follow their main carrier to the new hub.  The subsequent events following the departure of Grand Alliance from Malta are good testimony to this.

OVERVIEW OF THE Mediterranean container port market

Container ports in the Mediterranean region are divided geographically into the Western Mediterranean Ports and the Eastern Mediterranean Ports. Gioia Tauro, Algeciras, Genoa, Barcelona, Valencia, La Spezia, Marseilles, Leghorn and Naples are the Western Mediterranean ports while Marsaxlokk, Piraeus, Haifa, Alexandria, Damietta, Port Said, Ashdod, Izmir, Haydarpasa, and Mersin are classified as the Eastern ones.  Table 1 shows the container throughput of the major ports in the region between 1998 and 2001. It is to be noted that the Turkish container ports are at the bottom of the tier among Mediterranean container ports.

Table 1: Major Container Ports in the Mediterranean Region

Name of the Port
2001
2000
1999
1998

Gioia Tauro
2,488,332
2,652,701
2,253,401
2,125,640

Algeciras
2,151,770
2,009,122
1,832,557
1,825,614

Genoa
1,600,000
1,500,632
1,233,817
1,265,593

Barcelona
1,400,000
1,387,570
1,235,000
1,092,920

Valencia
1,371,884
1,308,010
1,170,191
970,758

Marsaxlokk
1,300,000
1,033,052
1,044,972
1,071,669

Piraeus
1,200,000*
1,161,099
964,902
933,096

La Spezia
974,646
910,000
843,233
731,882

Haifa
901,000
870,000
800,000
832,377

Marseilles
740,000
726,000
667,000
644,000

Damietta
696,693
583,201
433,697
309,671

Alexandria
- 
505,049
559,127
495,777

Port Said
544,094
503,793
422,177
- 

Leghorn
531,814
501,339
478,643
576,682

Ashdod
510,292
479,786
441,272
363,781

Izmir
460,000*
470,000
435,962
396,619

Naples
440,976
396,562
333,638
319,577

Haydarpasa
- 
298,000
277,233
322,596

Mersin
301,000*
293,890
251,188
241,865

*Figures are estimates.

Source: CI Yearbook (2000), CI Online (15 May2002), Woodbridge ( 2002c).

One of the common characteristics of the major hub ports in the Mediterranean region other than handling over a million TEUs per year is the huge investment being made in the new state-of-the-art technology and terminal facilities to stay ahead of their competition (Elliot 1998a). Such investments, especially when funded publicly, intensify the cutthroat competition among container ports in the region. 

There are many examples of the intense competition among container ports in the Mediterranean container port market. For instance, the Port of Taranto’s container terminal opened in 2001 is aimed directly at the same market as Gioia Tauro. It has been reported that Taranto has already captured a significant share of the containers handled by Evergreen and Lloyd Triestino and that the new port would evolve to be one of the major regional players in the near future (Woodbridge 2002b).  Gioia Tauro has been in the market for more than seven years now, and the port authority has invested around Lire 500 billion in the port’s infrastructure and equipment over the past six years. Additional expansion phases are already planned at Gioia Tauro to help the Medcenter container terminal attract new business. Egypt’s Suez Canal Container Terminal (SCCT), to be in service by early 2003, is expected to be an important challenger for regional hub status as the key players involved in the project include the AP Moller and Hutchison port groups (Woodbridge 2002b).  

Transshipment Operations

It has been observed that container transshipments amount to almost 20% of the world container traffic today and that it is on a rising trend (Tuna 2002). In the Mediterranean market (Table 2), Gioia Tauro, Damietta, Marsaxlokk, and Algeciras are pure transshipment ports. Port Said follows these ports with 64% of transshipment, the Port of Barcelona with 25% and the Port of Piraeus with 20%; in complete contrast, the Turkish ports had no transshipment traffic at all for the year 1997.  

Table 2: Major Mediterranean Transshipment Ports and Their Transshipment Ratios

Port
Throughput 1997 (TEU)
Transshipment Ratio (%)
Deviation Distance (N.M.)

Algeciras
1,538,000
90
0

Barcelona
972,000
25
209

Marseilles
622,000
8
290

Genoa
1,180,000
0
352

La Spezia
616,000
0
337

Gioia Tauro 
1,449,000
100
66

Marsaxlokk
663,000
90
6

Piraeus
684,000
20
178

Alexandria
389,000
4
32

Damietta
604,000
95
0

Port Said
420,000
64
0

Izmir
388,000
0
345

Haydarpasa
330,000
0
691

Mersin
268,000
0
339

Source: Tuna (2002)

Tuna argues that the most important factor to gain a transshipment port status is the deviation distance from major shipping lanes (2002). Solely from that perspective, one can argue that the Turkish ports are geographically challenged to be a hub port or a transshipment port compared to the other Mediterranean ports like Marsaxlokk, Gioia Tauro, and Damietta.  However, one should note that there are factors over and above deviation distance responsible for the choice of a transshipment port such as the port’s inherent centrality and its operational efficiency, cost, conveniences, the availability of a shipping milieu and efficient intermodal connections to the interior points.

Although the Mediterranean trade is one of the fastest growing container sectors worldwide (e.g. see Woodbridge 2002a), Turkish ports have not seen any spillover effects from this.  One could argue that Turkish ports have certain level of centrality but not sufficient enough to reach the hub port status. Furthermore, the high deviation distances to Turkish ports from the traditional east-west arterial trade route through the Suez Canal does not help them either.  Other issues exacerbating the problem include the low freight rates on the southbound routes between Northern Europe and Eastern Mediterranean resulting from the economic and political problems in Turkey and Israel, two of the three key regional markets which has had a significant negative effect on the ocean carriers serving the Eastern Mediterranean ports in the recent past.  The recent Turkish decision to hold new elections in November 2002 has also contributed negatively to the market conditions.

There are some positive trends in the market as well. Turkey’s volatile economy appears to be stabilizing. The low ocean freight rates are helping the carriers compete more effectively against the road haulage alternative, i.e., on routes from Greece and Turkey to northern Europe (Woodbridge 2002a). Carriers are also launching new services and upgrading the existing ones. Furthermore, one should note that the Port of Piraeus, located on the other side of the Aegean Sea across from Turkey, handled more than one million TEU in 2001 and is also a key transshipment port (see Tables 1 and 2).  This makes one wonder why the Turkish ports cannot make similar gains in their container throughput. 

the TURKISH PORT sector

Shipping movements constitute a major component of Turkish economy with 91.4% of the nation’s foreign trade being transported by sea (Turkish Shipping World 2002; Tuna 2002).   Major ports in the country are owned and operated by two state institutions, namely the Turkish State Railways (TCDD) and the Turkish Maritime Organization (TDI) and they typically function as loss-making entities (Yercan and Yeni 2001).  About 90% of the total cargo handled at state-owned ports in Turkey is handled at the TCDD ports (Yercan and Yeni 2001). Currently, TCDD operates seven ports on behalf of the Turkish government, which includes the top container ports of Haydarpasa, Izmir and Mersin. While the Port of Haydarpasa is mainly focused on import cargo, the Ports of Izmir and Mersin are export-oriented. Table 3 shows general specifications and capacities of the TCDD ports. 

Table 3: General Specs and Capacities of the TCDD Ports 
Ports 
Berth length (m)
Max draft (m)
Total Ship Call Capacity
Cargo Handling Capacity




Cargo
Passenger
Dry bulk / General (000 tons/year)
Containers  (000 tons/year)
Containers (TEU/year)

Bandirma 
2,788
-12
1,037
3,240
2,636
-
40,000

Derince
1,132
-5
1,105
-
1,799
-
40,000

Haydarpasa
2,765
-12
2,651
-
2,834
3,082
354,000

Iskenderun
1,427
-12
640
-
3,224
-
20,000

Izmir
2,959
-12
2,389
1,246
1,469
4,082
443,000

Mersin
3,180
-14.5
2,650
623
2,639
2,855
266,000

Samsun 
1,756
-12
1,130
-
2,189
-
40,000

Total
16,007
-
11,602
5,109
16,790
10,019
1,203,000

Sources: Turkish Chamber of Shipping 2000; TCDD 2000; Yercan and Yeni 2001.

The state-owned and operated ports in Turkey offer a full range of services such as pilotage and towage, stevedoring services, quay occupation, fresh water supply, solid and liquid waste removal, handling services, storage, commodity weighing and the rental of equipment. TCDD determines the port tariffs that may differ slightly from one port to the other for services such as pilotage (in/out of the port), tug assistance (in/out of the port), quay dues, waste removal, sanitary dues, light dues (both entering and leaving the port), a chamber of shipping fee, an agency fee, and an attendance/supervision fee in addition to other cargo-related such as transshipment fee, a commission on inward freight, freight tax, forwarding fees, harbor dues, etc. (Yercan and Yeni 2001).  Bulk of the income of the TCDD ports is generated through stevedoring and storage services.   Turkish ports are relatively expensive with close to 60% of the cost of port operation being attributable to port labor while the world average is only 30% (Elliott 1998b).

Deficiencies of Turkish Container Ports

Turkish ports, in general, suffer from a plethora of problems not unlike those in most developing nations.  Following is a listing of such problems delineated by various authors in the past (Karabacak 2000; Aslan and Sarikaya 2000; Oncu 2000; Yercan 2000; Yercan and Yeni 2001; Yercan 1996):

· Port services are provided by many different agencies

· Ports are located in urban areas that preclude further expansion 

· The shortage of qualified port personnel 

· The insufficiency and in some cases, the lack of dredging related equipment

· Port congestion resulting from using the port area for storage purposes

· The lack and inadequacy of port development projects

· The lack of computerization at ports

· Draft problems

· The complexity and inadequacy of legal regulations related to port services

· The lack of promotional activities and the insufficiency of port marketing efforts

· The lack of connecting roads and railways in ports

· The inadequacy of pollution prevention equipment

· The inadequacy of insurance coverage for the cargoes and ships 

· Port tariffs not being cost-driven

· The involvement of competing government agencies in providing port services in some state ports 

· Strategic mistakes and myopic management during the planning stage of ports

Over and above these are the specific problems facing the three TCDD ports and are discussed next.  The Port of Izmir, Turkey’s biggest container port, handled 460,000 TEU in 2001 (CI Online 2002). The port’s inability to accommodate third generation container vessels is a severe setback in terms of increasing the container throughput.  The inadequacy of water depth and the prevalence of bureaucracy have been blamed for the Port of Izmir’s lackluster performance as a container port. It is estimated that dredging the port deeper to accommodate the larger ships would cost approximately US$53 million dollars.

Another handicap of the Port of Izmir is that the port has already reached its saturation point in terms of handling capacity. The port’s present handling capacity is exhausted by the needs of the surrounding cities of Bursa, Canakkale, Manisa, Usak, Afyon, Aydin, Denizli as well as the area extending deep into Anatolia, its natural hinterland. It is foreseen that if the second stage of the port’s expansion is completed, it would increase the port’s container traffic and the transshipment volumes by 50%, and hence, a significant rise in the port’s income. The port’s current income is about US$75-80 million dollar per year and is expected to gross approximately US$125-130 million dollar per year upon the completion of the expansion works (Turkish Shipping World 2002). 

The Port of Mersin appears to be the only TCDD container port that has not been affected by the economic crisis in Turkey. Mersin was the fastest growing TCDD container port in the year 2000 with an annual growth rate of 17% and maintained its performance in 2001 because of strong exports from the region (CI Online 2002).

The Port of Haydarpasa is currently the poorest performing TCDD container port in Turkey primarily because of competition from the privately owned container terminals in the region that are gradually making inroads into its market-share.  The private terminals do not suffer from the bureaucratic malaise that the TCDD ports face.  As an example, the Port of Ambarli, located just outside Istanbul, has reportedly overtaken Haydarpasa with no respite in sight and is moving towards becoming the second biggest container port in Turkey after the Port of Izmir (CI Online 2002). 

It has been argued that Turkish ports have the potential to be the key drivers of national economic growth if the appropriate environment is facilitated by the policy-makers (Ece 2002).  New public policy measures suggested includes privatization of the TCDD ports so that they can be run with greater efficiency and accountability.  Such an environment would foster the modernization of the ports and their growth through the infusion of private capital.  Furthermore, there is the potential for Izmir and Mersin to become regional hub ports and the Turkish Black Sea ports, the logical gateways for trade with the Central Asian Republics (Ece 2002).  However, the TCDD and the Turkish Government are reportedly not in favor of privatization but would consider granting the ports greater autonomy (Woodbridge 2002c). It is widely known in Turkish maritime circle that the government’s lack of enthusiasm for privatization of the TCDD ports is because the port revenues are used to cross-subsidize the operations of the highly unprofitable Turkish State Railways system. Under the current economic conditions, an alternative source for funding the railways would be impossible for the government (Elliot 1998b; Woodbridge 2002c). 

Potential Opportunities for the Three Major TCDD Ports

This section discusses the potential growth opportunities for the three major TCDD ports despite their current weaknesses and difficulties. A recent study recommended three potential hub port scenarios for the nation (Tuna 2002).  One alternative, shown below, is to develop a hub port in the Sea of Marmara (See Illustration 1)

Illustration 1: Alternative I – Hub port in the Sea of Marmara
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Source: Tuna 2002.

The Marmara region, one of seven regions of Turkey, is known for its vast contributions to the Turkish economy. Most of Turkey’s industrial plants are located in this region and is hence the prime hinterland for the bulk of the nation’s export-import cargoes. A hub port in the Sea of Marmara with mother vessel port calls, could serve the Black Sea region as well. Additionally, the anticipated Trans Caucasian Railway project that will connect Europe, the Caucasian countries and the Central Asian countries, could become an efficient artery for the movement of containers to various interior points. The biggest disadvantage of this alternative is the Marmara region’s location being far away from the major Mediterranean trade lanes. 

Illustration 2 shows the second alternative in which the Port of Izmir becomes the hub, serving the Sea of Marmara region, the Black Sea region as well as Greece. The port has superb road connections to its natural and extended hinterland, and appears to be a logical hub port choice. However, it has its limitations as well.  First and foremost is the port’s draft limitation.  The entrance channel must be dredged to accommodate third generation vessels and the second phase of the port expansion project must be completed to enhance the port’s capacity. Another potential problem could be the evolution of new competitors in the same region.  As an example, a proposed new port in the North Aegean region with a capacity 1.5 million TEU per year would easily drain the volume out of Izmir if that port is run with greater efficiency and business acumen.  

Illustration 2: Hub port in the Aegean Sea
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Source: Tuna 2002.

Illustration 3: Hub port in the Mediterranean Sea
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Source: Tuna 2002.

Illustration 3 shows the third alternative in which the Port of Mersin could be a hub port serving the Caucasian countries and the Middle East as well as the northern and eastern parts of Turkey and Greece. This initiative could result in a new landbridge service originating at the port. It is expected that the increase in agricultural outputs resulting from the Southeastern Development Project will enhance the demand for containerized cargo movements. Another advantage for the port is that a free trade zone abuts the port. Criticisms of this initiative include TCDD’s inability and the lack of expertise to coordinate time-sensitive landbridge movements, vitally important for the port’s potential success as a hub port. Yet another impediment could be the completion of Baku-Ceyhan pipeline which could result in crude oil carriers congesting the area and impacting the expeditious movement of container ships. 

From the above discussion, one could argue that the Port of Izmir and the Port of Mersin appear to be in a better position to be a hub port than the Port of Haydarpasa or any other port in the Sea of Marmara because of their closer proximity to major Mediterranean trade lanes. However, the dependence on the poorly equipped and managed Turkish railway network as the conduit for intermodal movements is major hurdle to overcome.  Illustration 4 shows the TCDD’s railways network and the TCDD ports, and Illustration 5, the proposed Trans Caucasian Railway passage and potential landbridge capability. 

Illustration 4: TCDD Railways and Ports Network
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Source: TCDD website (July 2002).

Illustration 5: Trans Caucasian Railways Passage and Possible Landbridge Service
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Source: TCDD website (July 2002).

outlook and conclusions

The predicament facing the Turkish container ports is not unlike that of ports in many other developing countries.  The nation’s ports do not play a role befitting its trade or economic potential.  As always, the reasons come down to overly unnecessary bureaucratic controls, siphoning off port revenues for alternative purposes and mismanagement.  It is interesting to note the three major Turkish ports are still profitable despite all their handicaps. Cross-subsidizing the operation of an inefficient rail system with revenues from port operations that themselves are not particularly efficient, as an instrument of public policy, could be argued as being justifiable in terms of greater overall good of the nation.  However, from the perspective of the ports, all that this does is to keep depriving the ports of their much needed and well deserved new investments in technology and infrastructure and provide efficient service to their customers.  Given the paucity of funds, an alternative mechanism is essential for the infusion of capital into the port system. Although privatization has been recommended as a potential way out of the problem and to enhance the ports’ efficiency, it is unlikely that public policy would lean in that direction in Turkey.  

Since the privatization is out of picture, it seems that increased autonomy may be the only avenue for Turkish ports to become viable contenders in the Mediterranean container port market. The likelihood of even this is uncertain as politicians and policy-makers are often reluctant to sacrifice a cash-cow that ports have been become in Turkey. In the present environment with new elections due in November 2002, no new public policy initiatives are unlikely, shunting the ports into further inertia and depriving their natural growth and evolution for want of a coherent public port policy. It is a genuine concern that although the analysis showed that at least two TCDD ports viz., Izmir and Mersin, have good potential to become hub ports for the region, ongoing institutional lethargy would diffuse such potential, delegating the Turkish ports to feeder port status forever while providing the fodder for growth of other hub ports in the region. 

There are a number of minor ailments that the Turkish ports suffer from and listed earlier that also ought to be considered along with the resolution of the major dilemma of privatization versus increased autonomy for ports.  The elimination of unnecessary bureaucratic interferences and the adoption of a more relevant set of rules and regulations appropriate for the contemporary container port industry would greatly facilitate a better performance on the part of the ports in Turkey. Other issues with a social connotation such as rampant corruption and bribery also need to be countered and gradually eliminated from the Turkish societal fabric. Indeed as Turkey aspires to be a member of the growing European Union of nations, it really has no choice but to shape up and meet the entry standards for which the port sector could be a vital catalyst under the right environment.  
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