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Abstract

The harbour tug sector is rapidly making the transition from a localised port service industry to a highly flexible, globalised, industry.  Global influences in ownership, investment, management and crewing are already at work in the towage sector. The long term trend has been one of market concentration. However, this trend is intermittently interrupted by outbreaks of competition which are normally welcomed by  the customers of the tugboat companies. As the industry oscillates between the two extremes of concentration and competition it is pertinent to examine how the tugboat market fits with the theory of perfect competition. The intention is to assess how the industry approximates towards the two positions. This paper explores the balance between the forces for competition  and  those for concentration and, furthermore, the implications for the future of the industry.

The emphasis will be on the recent take-overs in global harbour towage which appear to be heralding a new era of consolidation and market stability, particularly in Northern Europe. Attention will be given to the dramatic situation that occurred in the Port of  Hamburg, which witnessed the excesses of the 1990s “Tugwars”. Such confrontations appear now to be diminishing, mostly as a result of fleet rationalisations and market concentration. In the UK ports that were attacked by new entrant tug companies (during the same time period), the level of competition has now given way to monopoly.  In the Port of Rotterdam the once fierce rivals, Hamburg based, Fairplay, and the home-port operator, Smit, have joined forces in a service accord (Lloyd’s List 14.3.01). Following the period of 1990s “Tugwars”, concentration now appears to be the direction of change. The buy out of the Wijsmuller fleet by the Danish world fleet leader and A.P.M(ller’s subsidiary, Svitzer Towage,  as well as the Australian Adsteam Marine’s  A$500m take-over of Howard Smith’s fleet, provides vivid evidence of concentration. Both companies can claim significant maritime heritage and a world-wide reputation for direct, hands on business dealings.  In the Mississippi there have been controversial moves towards limiting competition between tug companies. It is pertinent to discuss the impact of moves towards concentration in major world ports. 

Such developments will be analysed  as part of the larger trend towards globalised operations and practices. True world standards of service quality are now emerging.  The industry is now entering into a new era with significant challenges.  The recent downturn in shipping markets places renewed pressure on all port expenditures; continued pressure on towage tariffs is likely to result.

Introducing the Problem

The tugboat industry is a vital component of the port infrastructure. Although technical innovations have greatly increased large vessel manoeuvring capability  in confined waters, there is still a reliance on the technology and skill of the tug operator. The movement towards larger vessels and the need to maintain schedules in all-weather conditions has reinforced the need for powerful, well run, tug support in all major ports. In recent years the tugboat market has been affected by  trends towards deregulation and globalisation in capital, management and labour. Deregulation is occurring globally in world ports. Increasingly markets for terminal operators, stevedores, agents, pilots, as well as tugboats, are opening up. Global patterns of ownership and investment are manifesting; the port industry and its service providers are no longer locally focused organisations.  

 The shipowner has a vested interest in securing state-of-the-art technology and service in order to secure a safe but rapid port turnaround.  Although tugboat costs may only be around five percent of total port costs (container ship), they do incrementally have an significant impact on annual cash flows, particularly in times of economic recession.  For example, a container line with ten post-panamax vessels (achieving five round trips per year vessel) on the Northern Europe-Far East trade lane would have total annual tugboat costs well in excess of $1m.  The need to provide a high quality service – with safety becoming paramount - whilst  minimising tariff costs is the dichotomy  that the industry, therefore, faces. Competition may be the best way to achieve the latter but  could this be at the expense of the former? 

 Perfect Competition in Harbour Towage? 

It is possible to detect two clear lines of argument here: the proponents of increased competition point to the benefits of lower tariffs and enhanced customer orientation. The defenders of the monopolistic (or oligopolistic) market can refer to high standards of safety and state-of-the-art investment in new tugs.  In order to objectively appraise these polarised positions, the structure and business behaviour of selected  towage markets will be considered within the context of the main elements of perfect competition theory:

· Lots of buyers and sellers;

· homogeneous product;

· the firm as a price-taker;

· easy market entrance and exit; 

· perfect market information available to all.

In assessing current evidence from leading  ports it will be possible to approximate the market characteristics of the towage sector. 

An Outline of the Current Issues of Competition. 

Increased tugboat competition in a number of leading world ports has been welcome by many as a positive economic outcome in recent decades. During the early 1990s the stable oligopoly situation was replaced by intensified competition.  This paper discusses developments in the operation and organisation of harbour towage. Primarily, the evidence is drawn from events in North European ports. However, additional information from Australia, Hong Kong and the Mississippi is discussed. 

The contention here is that the competitive events of such major ports as Antwerp, Hamburg and Rotterdam have a big impact on all world ports. The major catalyst of tugwars in the 1990s was the entrance of Dutch owned, Kotug, into the Hamburg towage market; this sent shock waves around all of the major European ports and raised  many questions over the prospects, challenges and limitations of competition in harbour towage.  It was reported that  the impact  on the Hamburg tug community  was a 60 percent loss in jobs and  towage tariffs reduced by up to 50 percent (Hamburger Arbendblatt. 5.4.97). In an act of retaliation, the Hamburg, Fairplay, operator was to launch a competitive attack on the Port of Rotterdam. This evidence demonstrates the relative ease of market entrance given a determined new entrant operator.

The context of this paper is that  of the changing levels of competition in an increasingly globally focused market. Issues of skill, safety, reliability have risen to the forefront of the debate on change, as the industry  has moved away from its localised roots. Conversely, questions over customer choice and service and the level of towage tariffs have become paramount. The harbour towage industry has passed through a number of critical phases in its development in recent decades. By the 1970s the industry in many ports appeared  to have fully evolved from its early competitive heritage.  Mergers and alliances were stabilising port markets. Investment could be undertaken safe in the knowledge that the market would remain untroubled by the excesses of competition. The impact of the Tug-Wars of the 1990s was to seriously disrupt the pattern of market stability.  The question that  arose during this period was whether: the industry’s traditional skills and safe standards would be eroded by competitive cost cutting pressures?

The arrival of new entrant tug companies with  untested (locally) crews in many ports was greeted with scepticism in  European ports. After all, the incumbent companies and their crews had built up considerable local knowledge and expertise over several generations. Concerns over safety came to the forefront. In deepsea and coastal sectors much of European merchant shipping had surrendered to the cost driven globalised model of off-shore open registry operations and third world crews. Could the same mercenary impetus take off in the towage industry?   

The issues of standards and investment are concomitant. If the advantages of competition are improved market performance and lower costs, the negative impacts include the possible dearth of new investment. This could result in a stagnation of investment and technological advances. At the International Towage and Salvage Conference in Seattle, towage analyst, J. Dibner (1996) juxtaposed  the contrasting positions of the stable and the unstable markets. In the  stable uncontested market:

Dominant players tend to focus on using their power

to reduce competition through superior service,

reputation and economies of scale (Dibner).
Dibner’s second hypothesis was one of an unstable, highly competitive market featuring, overcapacity and marginal operations, suggesting an economic climate not conducive to sustained investment where:



Towage companies find themselves hustling and

                      bidding for business, worrying about excess 

capacity and constantly operating in a marginal

manner (Dibner).
During the mid 1990s it did seem likely that the industry was destined for a period of ruinous competition. Concerns were expressed at the 1998 International Towage and Salvage, held in Capetown in the paper, “Tug Wars! Coming Shortly to a Port Near You? A Study Competitive Change in the North European Towage Business” (Atkin & Rowlinson, 1998). In particular this paper discussed whether “tug wars “ would lead to an erosion of standards. Parallels were drawn with  deepsea shipping: the lessons learned from deep sea dry bulk and tanker markets are that investment does not flow into depressed markets characterised by surplus tonnage. The result is an ageing fleet and technological inertia. The paradox facing these sectors is that attempts to improve world standards by such initiatives  as new double hulled tankers are thwarted by the inability of the market to provide funds for sustained investment. The evidence of global mobility in shipping, then, is one of uneven  standards in certain subsectors of the world fleet, dry bulkers and  independently owned crude oil tankers in particular. This is not to say that all owners and ship managers in these subsectors practise sub-standard operations; there is, however, a high propensity for low standards to prevail under the less well regulated flags. In markets depressed by over-tonnaging, caused by an ever expanding source of  speculative investment and new entrant fleets, the pressure on freight rates has led to a “free fall” in standards. The implications of prolonged tugwars could lead to a similar decline in towage standards. 

The 1990s surplus of ageing conventional tugs in the global market - replaced by modern tractor and azimuthing vessels - offers opportunities for low cost market entrants in European towage (Gaston 1996). Similarly, in the salvage and ocean towage industry, market instability has inhibited new investment (Hinton 1998). 

From this perspective, it follows that significantly increased levels of competition in the towage industry could lead to a collapse in investment, leading to a long term deterioration of quality in the world towage fleet.

The situation since the early 2000s is one of the latent threat of new entrants rather than actual competition. The Chief Executive of the leading Antwerp operator, Unie van Redding en Sleepdienst (URS), recently claimed that that worst of the ruinous North European “Tugwars” was over: “Tugwars appear to be diminishing, mostly as a result of fleet rationalisations”.  The Chief Executive was speaking at the naming ceremony of two new URS 65 tonne bollard pull stern drive tugs – a tangible sign of evidence to support the  claims  of a stabilising market (Lloyd’s List 17.10.01).  The controversial use of Dutch state subsidies to Kotug’s German operations has now been  ruled illegal by the EU Transport Ministry. This ruling has coincided with the   withdrawal of Rotterdam based, Smit, from Hamburg and moves to increase tariffs to a more sustainable level (Lloyd’s List  24.7.01) Despite such evidence, it is apparent that competitive threat is always just  around the corner if tug operators fail to provide customers with the service they require at a reasonable price; or furthermore, if industrial relations problems were to have a detrimental impact on service. Additionally, it is difficult to predict the towage  repercussions of the EU Directive on Access to Port Services. It is apparent that an uneasy truce between stability and tugwars remains.

Hamburg Tug Wars

Traditionally the tugboat industry has developed highly localised expertise; it is precisely this localised  continuity that is destroyed by the inroads of new entrants. The competitive assault of Dutch owned Kotug on the Hamburg market did much to disrupt the continuity and stability that had been brought about by the state initiated pooling arrangements of the five co-existing tug companies. The competitive tempo was intensified by the revelation that Kotug’s assault on the port was financially assisted by the Netherlands state subsidies – much to the chagrin of the German incumbent tug companies! Lloyd’s List 21.7.00) The perception of this competitive assault held by the ‘pool’ crews is one of disruption, a “cherry picking” of contracts and, ultimately, job losses. One particular instance - when Kotug were unable to cover all their work and pool tugs were called in - caused particular concern. The pool employee representative (Tug Captain) summarised the mood in a interview with the Hamburg press:

We cannot understand why on the one hand Kotug is taking away our livelihoods and cutting jobs, and  in the end we have to do their jobs. (Hamburger Arbendblatt. 5.4.97)

Against this destabilisation of the local market the positive impact of competitive forces must be balanced.  In 2000, Dutch shipping specialists voted Kotug founder, Ton Kooren, “Port man of the year” in recognition of his contribution to innovation and competition (Lloyd’s List. 15.1.00). In addition, Kotug’s tariff of Dm 5500 per tug compared favourably with the Hamburg tug pool’s, Dm 7330 per tug (Weekblad Schuttlevaar 24.2.96). The effects of Kotug’s assault on firstly, Hamburg, then, secondly,  Bremershaven were the reverberations that this had on towage contracts throughout North European ports. In the Bristol Channel and in the Thames/Medway, incumbent tug companies were challenged by new entrants. The predicted competitive Kotug attack on the Antwerp stronghold of URS  resulted in the incumbent slashing rates by 40 percent and embarking on a programme of heavy job loss among crews.

Gradually, however, the excesses of  tugwars in Hamburg has given way to a process of mutual tolerance, resulting in the market stabilising. In order to gain a perspective on the issues of competition it is pertinent to examine the historical trends that have prevailed in the industry.  

The Competitive Antecedents of Harbour Towage

In order to appreciate the contemporary forces  at work influencing the tugboat sector it is necessary to discuss some of the key historical trends.  The early days of steamboat technology heralded a period of intense competitive rivalry, often at levels very close to localised  war.  The early days of steam towage were characterised by the small owner burdened with heavy running costs trying to take every advantage of a highly erratic market. This created:

. …The pattern for the next century…one of small,

usually under-capitalized, one man or one family 

businesses burdened with heavy running costs,

highly vulnerable, competing for custom in a chancy

market. Short lived, seldom foreseeable bursts 

of activity alternated with idle spells during which tugs

and crews ate overheads and contributed nothing to

revenues while they waited for customers(Nicholson

1990. p.21)

The reckless ramming of competing tugs, coal fights, tow rope cuts, were all seen as part of the war of attrition. The potential for lucrative earnings, especially in inclement weather proved to be the spur for this unrestricted behaviour.  Unethical and unsafe practices were also employed in order to secure higher towage tariffs. 

The conditions were more compatible with the excesses of the buccaneering unregulated market than with professionalism and ethical business conduct. The need to provide a more ethical, efficient and transparent contract between tug and tow came with the Lloyd’s Open Form (LOF) (Darling 1991).

Despite the vast progress made in the 20th century some of the antics between the rivals in the Hamburg tugwars of the 1990s suggested a return to the earlier state of anarchy.   

Towards Market Concentration and Professional  Behaviour

The process of concentration in harbour fleets became evident in the latter half of the 19th century.  With this economic process  came an accompanying move to professional standards. Typifying this dual process was the experience of the Tees towing Company. At least six companies were merged into the modern fleet of the towage entrepreneur, Crosthwaite. This enabled the ex sailing ship deck hand, owner, to not only build  up the major tug fleet on the Tees but also to achieve business respectability in the community, being honoured as the very first Mayor of the fast growing industrial City of Middlesbrough (Proud 1985). The concentration process was seen as a way of maintaining standards whilst limiting the impact of heavy competition on tariffs, particularly in time of economic downturns.

In ports such as Liverpool, London and Hamburg the plethora of companies gave way to larger groupings, often acting as consortia or cartels. In Hamburg, the pooling of the tug companies into one service was facilitated by state legislation within the context of post world war two economic rebuilding. This process was a necessity given the radical changes occurring in the technical and organisational management of shipping and ports.  The container revolution and the rapid leap in tanker and bulk carriers sizes reduced the aggregate demand for tugs whilst simultaneously demanding a new generation of  powerful tugs. Financing this investment was beyond the means of the smaller companies; market concentration not only reduced the threat of ruinous competition but also facilitated the investment necessary to survive in the new market.   By the 1970s this process seemed to have reached its final settled state. In the UK two main groupings  Alexandra Towing and Cory Towage began to dominate in major ports. Similar trends were evident in most major European ports, including Antwerp, Rotterdam and Hamburg. 

This  stable and concentrated market situation appeared to have reached permanence  by the late 1970s. The towage industry, like other port industries had suffered downsizing as a result of larger but fewer vessel calls in traditional ports. In addition manoeuvring technology in the form of such aids as bow thrusts had greatly reduced the demand for tugs. Conversely, however, increases in vessel size and ever increasing pressure on all weather turnaround times has placed great emphasis on modern highly powered tugs. The required investment proved more conducive to the larger tug operator in these changed market conditions.

Towage as a Localised Industry

Continuity and localised focus can be seen as one of the strengths of the industry with fleets building up considerable port region expertise.  The lineage of ownership and crews stretches back in many ports to the early days of steam towage. For example, Southampton's Red Funnel, and the Bristol Channel's Cory Towage fleet (now Svitzer Towage) which despite a series of conglomerate take-overs have  connections  with their home ports stretching back into the mid 19th century. Red Funnel crews traditionally referred to their traditional status as the “home fleet”. This is to distinguish them from the “new entrant” Adsteam crews, who have only been on the Southampton scene since the Alexandra Towing Company accompanied the Cunard White Star’s  Line’s move south from Liverpool in 1919 (Hallam 1976).   In Hamburg four of the five incumbent operators(excluding Kotug) have a port history which reaches back  to the late 1800s (Dollenbacher 1989) In leading Australian ports Adsteam and Howard Smith Towage (prior to their sale to Adsteam in 2001) have  maintained  strong local affinities from the 1870s onwards.   In port areas a strong tugboat community exists. In Hong Kong a  tradition of  young highly committed tug coxswains exists. In the larger vessels of the HongKong Towage and Salvage fleet this localised expertise is supplemented  by the provision of a deepsea master on board in case of salvage and deepsea towage contracts. Thus the requirements of both harbour and seagoing towage are fulfilled.

The local tradition is evident  in recruitment patterns in the towage industry. McGinnis(1992)  found that 76 percent of crews of the crews of UK West Coast port  operators - primarily Alexandra Towing and Cory Towage - had been recruited via friends and relations. Additionally, company loyalty enforces the  community feeling; in 1992, over 50 percent of crews in South Wales and Merseyside had more than 30 years service with the same company(McGinnis op.cit).  The localised  status quo was traditionally protected by the power of the trade unions on the waterfront.  This was the case up until the  deregulation of the late 1980s-1990s era. The arrival of two German owned tugs on the Thames led to a physical blockade by tugs of the trade unionised incumbent companies (Dunn).  Loyalty can also be seen as a factor in the high value/ high risk area operations: In  1996 a tanker towage and escort contract was awarded to Cory Towage on the strength of past performance and continuity, despite the availability of lower cost operators (Gaston 1996).

In the UK the trend has been for a process of fleet rationalisations, mergers and takeovers.  In 1960 43 ship handling companies existed in UK towage but by the 1990s this had reduced to 14. (calculated from Lloyd’s Register of Shipping List of Shipowners) The two main UK groupings are Adsteam Marine and Svitzer subsidiary Wijsmuller Towage. Both companies form part of globally oriented conglomerates, stemming from a heritage of deep sea shipowning.  The former is a subsidiary of the Australian ports and  shipping group. Adsteam Marine Limited, whilst the latter is owned by the Danish leading world shipping, shipbuilding and ports operator, A.P.Møller.  The two leading Continental ports  feature contrasting forms of towage organisation. Antwerp’s tug services have been dominated by the URS for channel and river operations and the municipally owned port authority fleet for dockwork. Rotterdam’s towage history featured a competitive balance up until the emergence of Kotug in the late 1980s.

The strengths of the localised traditions  lies in the wealth of knowledge and skill that accumulates in tug companies. On the (often slow) rise from deckboy to skipper considerable  knowledge is acquired on such local factors as tide flows, channel characteristics, wind-wave patterns, the specifics of large vessel manoeuvring traits, assimilation with VTS methods and pilot ship handling behaviour. This range of knowledge and skills may be seen as specific to the port conditions. By way of contrast, the generic skills of a tug captain will focus on the critical skills of ship handling, winch control, crew management and training.

A contrasting view of the localised tradition is that it is rooted in monopoly, conservatism and  market complacency. The essential question to be asked is:



Do the market benefits of aggressive competition



outweigh the potential loss of localised skill and 



expertise?
The case for new entrants may extend beyond cost issues. For example,  the successful new bidders for tanker handling/escort contracts in both the Solent and the Forth estuaries introduced push-pull techniques with powerful stern drive tugs. This led to replacement of the incumbent tug companies, despite their significant experience in the trade. Increasingly it appears that the barriers of localised knowledge and expertise are being threatened by the development of globalised ownership and operational practice.  

The Globalisation Process

The once locally focused industry now find itself influenced by global forces. Investment, ownership, management and crewing are all increasingly being affected by globalisation. The rapid appearance of the Chinese tug, De Yue, on station at the 1996 Sea Empress Milford Haven grounding  served as a reminder of the global mobility process in even coastal towage and salvage (Lloyd’s List 24.2.96) Similarly, the presence of Polish officers on the tugs of leading Netherlands salvage tug operator, Smit Internationale moves the process a stage further to the European coast (Lloyd’s List 17.6.97). Such evidence points to an incipient phase in the move towards a deregulated and globally mobile towage industry in Europe.  

Following the period of 1990s “Tugwars” came the buy out of the Wijsmuller fleet by the Danish world fleet leader, A.P.Moller’s, subsidiary, Svitzer Towage, and the Australian Adsteam Marine’s  A$500m takeover of Howard Smith’s fleet. Both companies can claim significant maritime heritage and a worldwide reputation for direct, hands on business dealings. However, tariff increases will always be scrutinised carefully by shipping companies and their agents. The recent controversy caused by Adsteam Marine’s application for an 18 percent towage increase in five of Australia’s main container ports illustrates the sensitivity of the market to monopoly situations. Against the concerns of the shipowners and their representatives is the Adsteam case that in many instances their tariffs have not increased in the past ten years (Lloyd’s List 21.2.02).  The possible vertical integration linkages between the Svitzer tug fleet and the large deepsea fleets of the parent company, A.P. Moller, will be eagerly observed by port users. This will be particularly the case if  other tugboat customers feel prejudiced by any such arrangements. Conversely, vertical integration may prove to a barrier to possible new entrants to the market. Similarly arguments were  juxtaposed in the Mississippi in 2000 when the river’s dry bulk terminals concluded exclusive towage deals with the river’s larger tugboat operators (Fairplay. 6.4.00). This has negated tugboat competition but it can also be seen as a way of securing stability and guaranteed quality service on the river.  The new arrangements were not, however, greeted unanimously by shipowners: one Piraeus based owner claimed that the exclusive contracts precluded his company using the smaller operators on the river with the result that tariff charges were forced 25 percent higher. The impact t was not only increased costs for the shipowner but also that the smaller tug companies were being forced out of the market, leading to a reduction in choice (loc cit).  

A period of stability looks likely to occur in major ports.  Such developments may be seen as part of a larger trend towards globalised operations and practices. True world standards of service quality are now emerging. However, the industry is now entering into a new era with significant challenges.  The recent downturn in  shipping markets places renewed  pressure on all port expenditures; continued pressure on towage tariffs is likely to result. Of particular concern is the impending crisis in container trades, with recent fleet expansions coinciding with a reduction in demand on the major trade routes – Transpacific, N. Europe-Far East, North Atlantic.  In addition, the tugboat industry is facing increasing safety scrutiny from  regulatory authorities, including the recent extension of STCW stipulations to harbour/estuary towage. Another area of concern for fleet managers is the attention now being given to hours worked by crews. In Europe the Working Hours Directive could have a serious impact on crew availability.

The challenge now facing the industry is now one of responding to these challenges, adhering to global standards whilst retaining the strengths of its historic skills and traditions, usually rooted in the local port community.

The “Tugwars” of the 1990s in a number of European ports, led to conflict and animosity replacing the long standing spirit of professional co-operation. The changes have brought not only new patterns of ownership but, in many instances, changes in tug technology, crews and work practices. In short, the towage sector, once shielded somewhat by its strong regional affinities and barriers to market entry, has become as much a part of the global division of capital and labour as the deepsea sector. 

The tugboat world finds itself getting smaller under these conditions. Rationalisations in the 1980s and 1990s led to a dispersion of localised skills. Experienced Masters and Mates  found themselves in unfamiliar waters – some traded the sheltered waters of the Manchester Ship Canal for the open expanses of the Bristol Channel, Liverpudlians relocated in the South China Seas, Humberside crews could be found in the Gulf of Mexico and on station in the Falkland Isles.   The traditional family  operator  J.P.Knight sold its Medway business and focused not only on tanker handling 500 miles north in the Cromatry Firth but also bulk carrier operations in Suriname!  The political refigurement of Germany brought ex East German lower cost crews from the Baltic to the Elbe and Weser ports, serving in the Kotug fleets, much to the chagrin of the higher paid Western Germany crews. 

In addition to crew movements, tugboat deployment led to a global spread of  technologies.  The traditional towage techniques of many European ports were replaced by practices from the USA and Far East.  The 1981 UK  introduction of the Japanese built, Kinross, paved the way not only for tractor tugs in Europe but also towing practices in many ports (McGrath 2000).  Likewise, new towing contracts were accompanied by new towing practices. This was the case in the Solent, when the local operator Red Funnel, lost out to The Norwegian Østenso subsidiary, Solent Towage. Also, at the Forth tanker terminal, Hound Point, when BP owned stern drive  tugs replaced the conventional tugs of Forth Towing. More recently, the Hongkong Salvage & Towage (HKST) z-peller tugs, Shek O and Sung Kong caused a wave of excitement in the Gulf of Mexico and similarly when one of the vessels  dry-docked in New Orleans. It was rumoured that many Mississippi skippers steered a zig-zag course across the River just to get a closer look at the unfamiliar design! The interest shown by the tugboat community and its customers soon translated into a surge of new z-peller tugs in the Mississippi and Gulf region. Increasingly as  tug companies globalise their operations, the  state-of-the–art  in technologies and operational practices progresses towards to the global standard.

Crewing levels are also likely to be influenced by global standards – three  men crew deals  in certain ports are likely to emulated around the world. Experiments in Germany and the USA with two-man crews will be assessed globally.  Increasingly as global standards such as STCW determine quality it is evident that localised criteria will be diluted. The tradition of on-board training is likely to be supplemented by theoretical and simulation based training. Experiments with simulation in Hong Kong have already revealed how tug handling techniques can be greatly improved and tug-tow accidents reduced (Ip and Loynd 1998). 

The spread of tanker escort duties provides  further evidence of the globalisation process.  The global standards of such oil majors as Exxon-Mobil, Shell and  BP-Amoco are imposed on operations at tanker terminals around the world. In the liner trades the port experience of container and car carrying vessels is monitored on a global scale. 

Recent port terminal consolidations have intensified this global comparison Hong Kong’s Hutchinson-Whampoa’s take-over of terminals in Rotterdam, Felixstowe and Thamesport and the Port of Singapore Authorities (PSA) inroads into Zeebrugge and Antwerp are examples of globalisation. Tug/Pilot performance will increasingly be scrutinised on using global comparisons.  World standards of performance are becoming the norm.  This rests easily with the perfect competition condition of perfect market information.  Shipping and port companies are well placed to compare and contrast. When Medway pilots refused less capable tugs at the height of the Medway tugwar of the late 1990s it was clear that  they were applying a globally defined criteria of acceptable tug service levels. Docking  large vessels on tight port turnaround schedules – particularly in storm conditions – demands and deserves the very best tug support available. Large automobile carriers or a post-panamax container ships can rightfully expect modern tugs with bollard pull in excess of 35 tonnes in any major world port. 

New buildings from leading yards in the Netherlands and in Spain have reflected the economies of scale achievable from concentrating in select  builders. Also, the link between the Damen yard and the hull builders in East European countries are a very real example of globalisation seeking out the best  relationship between cost and quality. The lower costs of hull construction in the former  Communist bloc nations  are complemented by the technological skills and expertise of the Dutch builders who are able to off-set their higher costs against the added value components of tug construction. 

The evidence, then, is of a rapidly changing industry; the impact in particular is being felt on the localised traditions of the industry. On the one hand the threat of tugwars ensures that operators and crews can never become complacent in the deregulated marketplace; on the other hand the influence of globalised forces is forcing the industry out of its localised perspective.  

Summary and Conclusion

This paper has sought to raise and analyse some of the critical issues of harbour towage competition and standards.  The theory of perfect competition has been utilised as a framework for the analysis of the level of competition   and its implications for the enduring quality of tugboat services. The threat of tugwars have been discussed. The potential impact on towage standards are immense in that unbridled competition could tip the balance away from professionalism towards a cost led lowering of standards. Parallels with other cost led shipping sectors have been drawn, very much as a way of alerting the maritime community of the long term risks if towage was to pursue this route and return to the chaos of its early years of operation. 

It is evident that a reduction in both buyers and sellers has occurred as shipping companies and tugboat companies alike have either merged, been subject to buy-outs or have simply withdrawn from the market. It has become apparent that  the historic trend has been towards concentration. 

The supply and operation of tugboats has evidently become more homogeneous as globalised and deregulated influences in pricing, design, towing practices and certification have broken down the barriers of the once locally focused industry.  In addition, the anticipation by shipping and port companies   that world standards  of safety and service will be delivered by tugboat operators in all major ports  can be seen as a result of globalised patterns of ownership. 

The firm as the price taker is a situation that can be detected in periods of competitive tugwars. The evidence from Hamburg was that the intense competition led to tariffs being forced down to break-even (and lower) levels. Clearly the position was not sustainable and not compatible with the need to secure investment for the future. The outbreak  of peace on the Elbe has been accompanied by moves to rise  tariff rates.

Despite the  well defined trend towards market concentration, the threat of new entrants remains latent.  It has been shown that the lesson of Kotug’s market entrance has been to remind incumbent companies that the competitive threat can easily be enacted in the deregulated market; that in certain circumstances, market entry becomes relatively easy. This is particularly the case when the incumbent monopolist tugboat company becomes complacent, and worse-still, abuses its advantageous market position.  The easy availability of second hand tonnage, standardised new buildings and global labour supplies means that dissatisfied ship and port owners can easily promote a new entrant entrepreneurial champion of competition! 

The  concept of perfect market information rests well with the tugboat market. The customers of tug services are well placed to  compare and contrast tariffs and standards of service.   Likewise tugboat companies are well placed to assess the financial position of their customers by the level of freight rate pertaining. 

From the evidence it seems that the industry is still moving towards concentration of ownership. However, the emphasis on quality and             service  is becoming benchmarked by the anticipation of world standards. Whilst tangible levels of competition may be in decline the lessons of recent history  are that latent threat of competition exists. If any monopolist or oligopolist operators  ignore  this reality,  it would prove  tantamount to an open invitation for  a new champion of competition!    
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