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Executive Summary

Port Strategies Based on the Analysis of the
Transshipment Patterns for the Container Shipping
Companies
1. Purposes
◦ Asia is witnessing an increasingly fierce competition among regional
transshipment ports. Bearing this in mind, this study analyzes the
change of transshipment patterns and its major characteristics over the
last decade (from 2006 to 2016) per major container shipping
companies calling at Busan Port in the Republic of Korea. In addition,
this study aims to present measures to maintain and further strengthen
the transshipment competitiveness of Busan Port by conducting
in-depth interviews with relevant industrial experts.

2. Methodologies and Features
1) Methodologies
◦ Based on literature study, in-depth interviews and consultations with
industrial experts, this study analyzes existing strategies and policies,
generally chosen for strengthening the competitiveness of transshipment performance at international ports.
◦ More specifically, in-depth interviews and consultations with experts
are carried out to identify the following; the status of container
shipping companies’ use of Northeast Asian transshipment ports;
factors and major drivers leading to change in transshipment patterns
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in the region; and areas to reduce the cost and improve the service
per transshipment patterns.
◦ Having organized an advisory panel consisting of experts working in
the field including shipping companies and terminal operators, this
study lays out measures to secure the transshipment competitiveness of
Busan Port.
◦ Analyses of experts in and abroad of the Republic of Korea onthe
policies implemented by major competing ports in foreign countries
can serve as a means of deciphering the potential threats Busan Port
faces. Such analyses include the impact of policy for attracting
transshipment

cargo

and

factors

leading

to

the

dynamics

of

competitiveness among transshipment ports.

2) Features
◦ The competition landscape in transshipment market in Northeast Asian
ports is rapidly changing as a result of ever-changing container
shipping environment and expansion of transshipment capacities by
upgrading facilities among competing ports in the region. Against this
backdrop, this study aims to suggest possible measures to address this
change from the point of view to enhance Busan Port’s transshipment
competitiveness.
- Reviews

on

the

existing

literature,

in-depth

interviews

and

consultations with experts allow the study to present existing
shipping companies’ status on the use of transshipment hubs in
Northeast Asia, changing factors of transshipment patterns and areas
to reduce cost and improve service per transshipment patterns.
- Using the Herfindahl-Hirschman Index(HHI) and the Shift-Share
Model,

a

recent

phenomenon

of

concentration

of

major
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transshipment hub ports and historical changes of the market shares
are analyzed. In doing so, the dynamics of terminal competition in
Asian container transshipment market are analyzed.
- A customized measure for securing transshipment competitiveness is
suggested based on the analysis of Busan Port’s competitiveness in
transshipment

performance.

In

order

to

have reached

these

suggestions, the study carries out an analysis of characteristics in
handling transshipment cargoes as well as an empirical analysis on
transshipment patterns by the type of shipping lines in Busan Port.
- To understand the status of the transshipment service at Busan Port
in detail, on-site investigation is carried out, especially focusing on
the performance of Busan New Port Terminal. Foreign cases in major
ports in region are also analyzed by consulting with local experts,
such as managers from foreign shipping lines stationed at Busan New
Port.

3. Results
1) Summary
◦ The competition of transshipment hub ports in Asia or Northeast Asia
is expected to be intensified.
- In the next five to ten years, the environment of transshipment
market will change in which Asia’s major container terminals will
have no choice but to engage in a fiercer competition in order to
increase their respective shares in the transshipment markets.
- For achieving a target of becoming the world’s 2nd largest
transshipment hub, the Port of Busan should establish and implement
detailed strategy and plan to boost the competitiveness in its
transshipment business.
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◦ During the last decade, total share of transshipment volume occupied
by South Korea’s national flag carriers has been reduced while that of
foreign flag carriers has shown solid growth.
- The transshipment cargo volume of the national flag carriers in
Busan Port was recorded by 2.708 million TEUs in 2006, which
accounting for 52.7% of the total in the same year. Otherwise, the
share has decreased to 44.4% despite the volume increase by 4.298
million TEUs.
- On the other hand, the transshipment volume of foreign flag carriers
in Busan Port stood at 2.236 million TEUs, accounting for 43.5% in
2006. However, the volume has increased to 5.305 million, taking up
54.8%.
- Since the bankruptcy and its liquidation of Hanjin Shipping in 2017,
the share of the national flag carriers in the transshipment volume of
Busan Port is expected to further decrease.
◦ The most common transshipment pattern in international ocean
container shipping is to transship cargoes by shipping lines’ own and
by member shipping lines in the alliance.
- The analysis of transshipment between ocean carriers calling at
Busan Port shows that the most common type of transshipment is
that conducted by internal service provided by respective companies,
and the next to the most, the one with member carriers of an
alliance.
- Most of the transshipment pattern among ocean container carriers is
inter-line transshipment. Transshipment takes place at Busan Port
based on pre-allotted or confirmed shipping space through ocean
container carriers’ control and allotment function.
◦ Feeder services(Feedering) provided between the national flag carriers
operating Intra-Asia shipping market and ocean-going carriers are
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gradually decreasing.
- The transshipment between Intra-Asia carriers and ocean-going
carriers is considered ‘hub and spoke transshipment’, which is one
of

the

most

important

patterns

for

transshipment

hubs

or

transshipment-centric ports.
- The study looks into transshipment traffic volume and ratio between
the flag carriers of South Korea operating in Intra-Asia shipping
market serving as a common feeder and ocean carriers. The traffic
volume has remained at a standstill from recording 1.27 million TEUs
in 2006 representing 24.7% to 1.452 million TEUs in 2016 accounting
for 15%, while its ratio has significantly reduced in the same period.
◦ Transshipment at Busan Port between Intra-Asia carriers is driven
continuously by the national flag carriers.
- According to the analysis of transshipment patterns at Busan Port,
traffic volume has increased by 7.1% of annual growth, but its ratio
has maintained somewhere at around 18% in the past decade. In
other words, the traffic volume increased from 925 thousand TEUs in
2006 to 1.83 million TEUs in 2016, but, the ration shows modest
growth rate from 18% to 18.9% in the same period.
- One of the most important transshipment patterns at Busan Port is
that the volume and ratios of transshipment by the national flag
carriers in the Intra-Asia shipping has shown the overwhelmingly
high percentages; the traffic volume stood at 720 thousand TEUs in
2006 accounting for 78%, and 1.546 million TEUs in 2016
representing 85%.
- In summary, the national flag carriers providing intra-Asia service
using Busan Port as a home port takes up a significantly large share
of its transshipment volume. Therefore, it is important to develop
various policies that support these carriers to promote continuously
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use of Busan Port as their transshipment base.
◦ The transshipment connection of Busan Port with neighboring Chinese
and

Japanese

ports

accounts

for

approximately

85%

of

the

transshipment volume of Busan Port.
- While the transshipment volume at Busan Port connecting to Chinese
ports is estimated at approximately 3 million TEUs (3.009 million
TEUs) as of 2016, while the volume connecting to Japan stood at
approximately 1.5 million TEUs (1.473 million TEUs). In total,
approximately 4.5 million TEUs to and from Chinese and Japanese
ports are transshipped at Busan Port.
- Except for around 340 thousand TEUs (338 thousand TEUs) of
container cargoes overlapped by the connection between Chinese
and Japanese ports, 4.1 million TEUs of export & import cargoes of
Chinese and Japanese ports is transshipped at the Port of Busan,
which generates approximately a total of 8.2 million TEUs of
transshipment.
- Such figures account for about 85% of the total transshipment traffic
volume, representing the significance of maritime networking of
Busan Port with Chinese/Japanese ports.
◦ Busan Port has higher terminal handling charges than those of
Shanghai and Ningbo Port, thus highlighting the need to strengthen
the condition of relevant infrastructure for cost advantage.
- Several container ports of China’s northern region are considered the
strongest competitors against Busan Port in transshipment market in
Northeast-Asian region. Busan Port in particular has a higher
terminal handling charge for transshipped cargoes compared to that
of Shanghai Port and Ningbo-Zhoushan Port.
- Therefore, it is necessary to upgrade terminal facilities and the
quality of service with which help Busan Port to have competitive
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edge

over

such

competing

ports.

It

will

strengthen

the

competitiveness of Busan Port in attracting more transshipment
cargoes.
◦ After coming up with countermeasures per transshipment patterns,
investment should be made to improve the transshipment operating
system of Busan Port.
- South Korea’s port authorities should establish and implement
policies in the direction towards practically reducing transshipment
fees of shipping lines while enhancing quality of transshipment
service. Instead of simply providing transshipment incentives and by
exempting port charges directed to shipping lines, it is necessary to
upgrade the transshipment operating system of Busan Port itself.

2) Recommendations
◦ Departing from the competition over the ranking of traffic volumes,
Busan Port should concentrate its competitiveness strategy on
enhancing the quality of services by consistently monitoring and
comparing with the services of other major peer ports around the
world.
◦ Busan Port should strengthen its role of connecting mid-to-small ports
of Southeast Asia where direct calling by large container carriers is
limited as well as regional ports in which export-import service routes
are not varied.
◦ It is necessary to reinforce its support for Busan Port to connect
coastal shipping transshipment with small-to-mid sized ports in South
Korea. To this end, cooperation between ocean carriers and intra-Asia
shipping carriers calling at Korea’s mid-to-small ports is required.
◦ As a way to attract transshipment cargoes customized to shipping lines
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and provide incentives, port authorities are required to set up a new
organization capable of regularly monitoring the operation of
transshipment shipping routes and their relevant costs as well as
systematically analyzing them.
◦ The Korean government and port authorities need to continuously
discover measures to strengthen the competitiveness of value-added
services essential to ports. Furthermore, it is important to provide
policy support ceaselessly to reinforce the global competitiveness of
relevant companies.

3) Expected benefits
◦ The analysis on competition dynamics of transshipment ports in
Northeast Asia and forecast of future direction can provide basic
policy

reference

for

South

Korea’s

port

policy

for

creating

transshipment cargoes at Busan Port as well as for following studies
with the same proposes.
◦ The empirical analysis of transshipment pattern’s change at Busan Port
shown by the type of shipping lines would be utilized for producing
customized measures to attract transshipment cargoes and measures to
improve the transshipment competitiveness of Busan Port.

