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Abstract
Despite the fact that ia general logistics contexvalueadding services (VAS) have

been acknowledged imarious publications thereis a dearth of available empirical
works that have particularly investigated the competitive capacttyeskeservices in
the formulation of porstrategy.Hence, the development ofodek that areuseful to
understanding and assessing the capacity of asddeng services in port strategiss
necessary to bridge this knowledge gap.

In the context of this study, valsslding servicesre definedas customised and
additional services which compient the core or main ofiegs of a firm.

A critical realist approacho researchwas deployed Questionnaire were used to
surveyport userswhile in-depth interviews were carried ouwith port managemnt
of the multiple case study portsThe case study portsvere Rotterdam (The
Netherlands), POeespori{United Kingdom) Damietta (Egyptand Apapa (Nigeria)
ports. Ten key valuadding servicewereidentified The research showed thatiue
adding servicesnay providea useful input into theeompetitivestrategy ofattracting
and retaining port users to a porhe services were found tdfer opportunities for
thediversification of business for port authorities and port operators.

Original contributios of the study include that it brings to thearitime logisticdbody

of knowledge an understanding of tlmportance of the different valuedding
VHUYLFHV SULQFLSDOO\ EDVH&qBk@e $R o8t iXpoHantV § DVVHYV
valueadding serviceswere transport service, warehousing, water supplies and

technical supportwhilst the least important servicesere canteen/catering and

advertising supporservices.Hitherto, there is no published study that has provided

insightinto the importance port users attach to various vallding services.

In port strategy formulationby the deployment of valuadding services, there &
stage in which dynamismsetsin and the uniqueness of the services tenaiearoff,
requiring concertedrejuvenation to sustaithe potential of valuadding services in
competitive strategiesThe main ballengng issuesto port management in the
deployment of valuadding services in strategy wel@und to be concerned with
legislation, availability of traffic(cargo and vesselpuration of contractsadequate
land and space availability.

The studyalso developedmodels, one tatimulatetheoreticalunderstanding of port
valueadding servicg the otherto facilitate informed dasionmaking on the
viability of offering valueadding services in ports.
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Chapter 1- INTRODUCTION

1.1 Introduction

Globalisation of trade haled to anincreased importance of ports in the logistics and
supply chain network. As the significance of ports increases, fierce competition
betweenports dso intensifies as a result afscramblefor the cargoes of the global
economic boom (Haralambides et al.1997; Lobo and Jain )2@Rangesin
international trade and shipping greatly contributéh®everincreasing competition
between pds (Yeo et al., 2011)The offering of valueadding services (VAS) is
perceived to attracend retainport users to a port. It is acknowledged that
deployment of valuadding services has beeonsideredoy Bowersoxand Closs
(1996 and Christophe2005) as one of the significant strategies to gain competitive
advantage. Merefore thereexists the neetb investigate the potential of VAS in port

strategies.

This study aims to investigate and analyse the views of pmers and port
managementowards the use of valwedding services in the formulation of port
businesstrategy. According to Slack et al. (2007) business evalsai@ncarried out

to enable informed learning for future development. In this veis,résearchwill
examine the stability of VAS asa means forcompetitivestrategy in portshrough

an analytical examination of ports situated in both developing and developed

economies.

1.2 Research Background

Dynamism in business environments results in competitiora@odtinual searcifor
strategy developmen€Competitiveness has been extensively researched (Ma; 2004
Johnsonet al. 200% and is associated with the strength a firm builds for the purpose
of gaining a stronger position in its industry. The®2dentury has witnessed
competition even among firms in industries where rivahgs previously been

regardedas beindow. In this respect Powell (2001)ndicatedthat there is a need for
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athorough assessment and reassessment of strategies, geared to cezptreoate

competitive advantagéJnderstanding the business environment will enable a firm to

build a suitable strategy (Chaet al., 2000). Consequently, the knowledge of the

changing demands of ppk VHUVY EXVLQHVVHV PLIJKW DWeéLVW D SR

port competitive environment.

Currently, ports are becomingncreasinglycomplex forming what can be described

as the most important node in the global network of supply chains. Haralambides
(1997)indicated thaEuropean portalonehandlel apgoximately 2.5 billion tones

of cargo annually and have progressively become major nodes in the production
distribution-chain. Ports generally do not have immunity against competidisnvith

most other businesses, they seek to ataadtretaina greater number of customers

(i.e. port users)ln this light it is becomingincreasinglyimportant that over and

DERYH WKH RIIHU RI WUDGLWLRQDO VHUYLFHV SRUWVY |
attract and retain port users.

According to Christophe(2005) valueadding services are powerful means by which

a firm can be differentiated so as to achieve a defensible advantage in the
marketplaceThis is concerned with the capacity of a firm to attract customers and
businesses. On the other hand, &lso concernedith the ability of a firm to retain
customers, which as addressedyer (1997)has to do with the possibility of a
customer who has previously had business transaatiith a firm to remain loyal to

the | L U Rufuxebusinesses.

Value-adding services in this context are egtranique or specialized serviges
different from the generic offers and awglored to meeting a custom®rspecific
needs (Bowersoand Closs 1996). These are pointeisat the availability of value

adding services might be a reason for customers to patronise a firm.

This studytherefore attempts to understand the views of port users aboutadhling
servces and the extent to which the serviaesdeployedsa conpetitive strategy in

ports situated in developing and developed economies. Preliminary work in this area
reveakd a dearth of specific and thorough researchthenpotential ofvalueadding
servicesin a portJ Yompetitive strategy. Valuadding servicesn ports have been
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acknowledged (Bichou and Gray 2004; Ugboma et al., 2004), howeess studies
were broadly carried out in relation to other featyresich as cargo handling
equipment, turnarountime, ship sailing frequency and port efficiency whiehd to
overshadow valuadding servicedJNESCAP (2003)epored a investigaton of the

rise in logistics activities that Bdoosted the commercial strengths of some global
ports and discussed valuadding services in p&tas a means of encouraging tpor
business growth. While the preent VW X @&tdisVis to givethorough empirical
attention toassessinghe intrinsic worth of valu@adding services in port strategy
formulation, the steps in the research proeessld in themselves prove to be useful

insights in steering innovative strategiesport businesses.

Developing an appropriate conteal research framework mucial and is founded
on clearlyidentified research problenf8Vorcester and Downham, 1986molty and
Cooper, 1991Brown, 2006) Examination of these key areas of literature thus forms
the conceptual framewk or background of this studyn which the research ias,
objectives anghropositionsshall be reported.

1.3 Research Details

1.3.1 Title
U BlueAdding Services (VAS) afompetitive Strategy: A Multiple Casgtudy

AnalysisofPRUWY LQ '"HYHORSLQJ DQG 'HYHORSHG (FRQRPLHYV

Note: This topic vas chosen because the reseansfestigation is on valuadding
VHUYLFHVY FDSDFL W \bisidesSsRatégyQTeL leaBorfQr I&Rrg \We
second part of the topis becausen order to examine valuadding services, case
study ports were chosen from ports situated in deuwsdpand developed economies.

1.3.2 Research Aims

(1) To explore the knowledge and perspectivesthsd valueadding service$§
concept.
(2) To investigate and analyse how vaheding services are deployed time
ports of developing and developed economies.
(3) ToexamineDQG HYDOXDWH WKH LQIOXHQFHV RQ SRUW XV
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(4) To assess the suitability of valaeding services as a meawsachievinga

port I ¥ompetitiveness.

(5) To evaluatalecisionfactors in @rt management formulatiaf strategy
(6) To dewlop modes IRU WKH GHSOR\PHQW RI YDOXH DGGLQ.

strategy.

1.3.3 The research objectives

For each of theix (6) aimsin section 13.2 above, the consequeneans (objectives)

of achiexement are presented as follows:

1.

-To survey howalueadding sevices are carried out in ports (literature and
guestionnaire)

-To examine and analyse valadding services as offered sample of port
representativeof both developing and developed economi@gerature,

guestionnaire and interviewase studySRUWVY GDWDEDVH

-To identify various othepossiblereasons for increased patronage to a port by

portusers (literature and questionnaire)

-To examine how logisicRSHUDWLRQV LQIQeladt@riréf pSrBRUW XV HU'
(questionnaire, literataj

-To seek understanding of tlaelequacyof valueadding service#n the port

system context (literature, questionnaire and intdrdi FDVH VWXG\ SRUW
database)

-To explore the importance of logisticergices in the maritime sector

(literature)

- To critically assess data from literature, questionnamerview andcase

VWXG\ SRUWVY GDWDEDVH

-7TR H[DPLQH IDFWRUV DIIHFWadrr@ulati&Rdi $iratedgy QDIJHP HQ
(interviews, port database)

-Use of sttistical packages to managend support analysis of all
guestionnaire quantitative data

-Thematic inferential analysis of qualitative data from interviearsd

comments from semistructured questionnaire

-Analytical integration ofinformationfrom literature, questionnaire, interwe

FDVH VWXG\ SRUWV Y aadndiioe DVH H[SHULHQFH
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1.4 Propositions

Propositions 1

Usingfigure 11, which illustrates the possibility of VAS pulling pearsers to a port
from R W K H Uniigerlahd, ¥ fropositionis herebypresented.

frocused
on basic

Figure 11 Attraction Potential of valuaddingservicegSource: Author)

The first ResearchProposition is: u u Vpadrenage level to a port by peusers is
associated with the valeedding services obtainable from that p&ir{

*Notefor figure T PUrepreserea 3SRUW 8VHUV DQG WKH DUURZV VKRZ W
to either por A or B. This showsthe possibility é VAS being able tgull port users

toD SRUW IURP DQRWKI thisSikeUtke¢ il petapQsitian WadbBeQhat

HWKH SDWURQDJH O H-¥Mddr® ddeéfRkndd h&/R dny reiatiosRip) 0/ the
vaueDGGLQJ VHUYLFHVY REWDLQDEOH LQ WKDW SRUWY
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Proposition 2

Value-adding services and regntion of port users in a port

/ Value- \
Value-

! adding
adding

. services
services

Value-
adding

Value- services
adding
\ services ,
’ Value- \
adding

\ services /

Figure 1.2 Retention potentiadf valueadding services in por{Source: Author)

The second Research Proposition jisuWKH FDSDFLW\ RI Bus&rRdW WR UH)
associated withthevaw® GGLQJ VHUYLFHVY REWDLQDEOH IURP WKD)

* Note: Thesecond researgbropositionis supported by figure 1,2vhich depictghe

potentialof retaining port users in a port as a resaftthe presence of valtedding

services.,Q WKLV OLQH WKH QXOO SU~eapRityloVa@m@QtocZRXOG EF
retain portusers does not have anglationship to the valuadding serices
REWDLQDEOH IURP WKDW SRUWTY
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1.5 Research Methodology

In this research, both thabjective(related to quantitative and hypothetgsting and
subjective(qualitative related) approaches to reseawveie used so as to gain from
their compémentary benefits. Figurel.3 illustrates the triangulation of research
strategyused, namely: theeview of literature, use of questionnaires and interview.
The reason foresearclhriangulationin this study is taeachinformedand validated
research outcomes by thorougtdgcessingprocessing and assessing research data

from different sourcesas encouraged Boyer and SwinK2008).

.
Re \
N
.
K
. *

\
NN
NN
NN
NN
NN
NN
\
o | G
Questionnaire Survey Interview process
o' .0. \
NN
NN
A JEEN
NN
NN
NN
NN
. . NN
Literature Review \\\

Figure 13: A Triangulation of Researchpproach (Source: Author)

With the aid of figurel.3, the research methodologyeisplainedunder the following

headings:

1.6 Secondary Data (Reviewing the Literature)

The areas under review include understanding of services, port services, alue
adding services, strategy, port competitioase study ports and strate@e review

of literaturewas set out in a manner to hetfentify various key issues in the resgar
topic and alsas a foundatioin developing questionnaires and interview schedules

for the gathering of primary data.
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1.7 Questionnaire

The use of questionnagés a versatile means of surveying the views of a research
population and can be in different formats (Saunders et al., 2007) nlafgpeopriate
method for this research because it can be designed in aasvayenhance the
drawing of data from accreéd port users (shipping companies, shipping agents,

freight fowarders, stevedores, importers and exporters

1.8 Interviews

Interviews provide an opportwity for gathering ideas from knowledgeable
professionalsThe methodoffers a great deal of flexibility in obtaining the opinions

and experiences of practitioners. The chatmterviews wasmade so as to allow an
in-depth discussion of various research issues with port management and
professionals tsupportthe crossexamination of opinions of port users from the
guestionnaires. For further explanation on questions for gathering research data and

intended anafkis techniques, see section.3.3

1.9Reasons for Seleatig Case StudyPorts

Given themajoraim of ensuring aeasonabl®pportunityto understandialueadding
services] S R W Hh@ Stidypdeployed multiple case studes of ports situated in
developing and developed economiBse use of miiple case studies in researcdn
offer a focusedunderstanding of a subject from different sources (Yin and Heald,
1975; Yin, 2009) In a review of the use of case studies in logistimsearch
Dinwoodie and Xu (2008indicatedthat the deployment of multiple case studies in
this area of research is on the increasgi¢h variations to suit different objectives.
the present studygkected Nigerian and Egyah portsin developing economieasnd
those fromUK and The Netherlands the developed economiesill be investigated
The mainreasonfor the choice of countriess that they all havevell recognised
maritime business histar{rhereasons for choosing tiperts ae mainly because they
all handk general (various) cargoeface competitionand are major ports in their

various countries and regions.
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1.10 Research Structure in Relation to Research Aims Achievement

Table1l.1 pesens the regarch structure in relatiaio the research aims aekid in

the various chapters.

Table 11: Chapters anéchievements

Chapters & Achievements

1.

Chapter one: Chapter 1 introdsdke research with its details on
understanding valud® GGLQJ VHUYLFHYV {ate&\Wpo@teditd
areas to be covered in the research project.

Chapter TwoChapter2 preseng various relevant issues and theory in this
topical area. While giving attention to other areawilitparticularly enable
the exploration of knowledge and perspectives of vahlding services.

Chapter ThreeChapter Jreserd relevant aspects ofgearch methodology.
The critical realist approach to understanding reatity be adoptedh this
study.

Chapter fourThe four case study ports (Rotterdam, PD Teesport, Damie
and Apapaghall begiven focused discussions in chapter 4. Investigatoils
analyses in the chapteill supportthe understanding of how vahaglding
services are deployed in ports situated in developing and developed
economies.

Chapter five: Chapter primarily preserg some of the preliminary analyses
carried out, with regards to data collection, piloting, validity, reliability ang
other statistical perspectise

Chapter sixChapter @epors the results of various analyses carried out to
reach the set research ainmsscussion®n findingswill enabé the
triangulation and integration of all collected research data.

Chapter sven:Chapter @iscussesurther indepth and inferential analysis,
to enabé analyticalexaminatiorandinformed recommendations. Aretasbe
covered include testing propositions presenting of port VAS model,
assessing the suitability of vakaelding services in ports and tiealuaton of
other influences on port management in strategy formulation.

Chapter Eight: Chapter 8 moludes the research work by summarising the
findings of the study. Recommendationdl e made based on findings.
Contributions of the study and areas for possible future resslaadibe
discussed.
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1.11 Research Relevance

The core relevance of this research project steonsits uniqueness in bridging
knowledge gap, seen in the following:

9 Hitherto,manypublications on ports have givehallowinterest in
value-addingservices, often a mere mention or recognition. This
study however has dedicated particular aitbento assessing the
potentialof valueadding services in the strategy of ports.

9 As an evolving concept, valsdding servicegVAS) are sometimes
confused wWK RWKHU pYDOXH DGGHGY FRQFHSWYV
differentiatesVAS IURP RWKHU pYDOXH DGGHGY FRQFHS!

9 The study creates/raises awareness of vadlteng services in
general logistics area, and more particularly in maritime ports.

9 Opportunities forlearning of and benefiting frombest practices,
especially in evolving areas of logistissch as/alueadding services
concepts arerare. Prospects fothe port/maritime ndustry and
academia in developing economies to learn and benefit more from
logistical valueadding services have been enabled by esasdying
of practices in ports of developed economies.

9 For objective strategy developmemhodelsdevelopedin this study
are tosupportthe knowledgeof valueadding servicesind stepwise
guidance in consideration ®fAS in port strategy formulation.

1.12 Summary

Chapter 1 introduakthe researctand discussed the conceptual framewwith its
details on understandingppue DG GLQJ VHUY LIk povt str&tegW ey 2 D O
and 3will respectively present various relevant issoastheoretical perspectives
based a the literature anthe research methodolog@hapter 4discusgstheselected
case study portdhe 8" chapterpresers some of the preliminary analysis carried out,
which include data collection piloting, validity, reliability and other statistical
measuresfahe research. Analytical discussion of all research dakde reportedin
chapter 6 whe the 7" chapterpresers in-depthinferential discussions such as the
examination otesed of propositions ljypothesesand othersalient issuedn chapter

8, the study will be concludebly providing summarie®f variousresearchssues and

findingscorrespondingly
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Chapter 2 - Theoretical Perspective of Research

2.1 Introduction

This chapter is principallgn analyticakexaminatiorof relevantpublicationsby other
scholars and organisations connectionwith this research aredhe relevance of
insighs gained by tbrough review of the literatuia the quest to understapdstand
presentevents or knowledge in a particular area of study cannot be overemphasised
(Kervin, 1992;Booth, 2003; Hofstee2006) By the review of the literaturtherefore,

this chapter presents the theoretical kas® buildsthe conceptual framewoidf this

study, upon which futher investigations tmeetset research aims can be carried out.

Some of the mainraas covered in th chapter includestrategy, mariime ports
logistics trends, competition in global maritime portdoice of port factors,
understanding servicegalueadding services angi Y DO XIG HG F RiQIvaERW v
adding services in port logistics.

2.2 Focus on Strategy

Strategy is concerned with the direction and scope of an organisation over a long term
(Johnson et al. 2005). It encapsulates the logical setting and understanding of policies,
methodsof control, goals and praiples for which resources and competencies a

accordingly configured so as to attain the core purposes of the organisation in the ever
changing business environment (Jenkinson, 1995). A wide range of corporate
EHKDYLRXU LV GHVFULEHG LQ WKH IUDPHZRUN RI DQ
recognisingthe difficulty in reaching an all accepted definition of strategy, Wit and

Meyer (2004) put forward that it is conceived as a course of action for achieving an
RUJDQLVDWLRQYTV SXUSRVH 7KR-xhedViNd)dsw dbdit PLJKW E
stability andmaintaining the status quo (Fletcher and Hardill, 199%)ter (1980

held that corporate strategy provides a coherent mimdeall business units and

ensures that all those involved in strategic planning and implementation follow
commons goals. Thearious ongoing opiniws on strategy poirtb the fact that it has

a capacity to focus an organisation on the coursetmfrsto achieve set goals
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The subject of strategy has received wide attention from scholars and practitioners

and has been subject to varying perspectives and interpretations of meanings.

+HQFH WKHUH UHDOO\ WHQGV WR EH D pQR ILW IRU D
strategy. As acknowledged by Professor Porter of the Harvard Business School:
MEWUDWHJ\ LV D GuwhdteveXpeaple Zviarit 6 calt X \ere is something

RXW WKHUH ZKLFK PHDQV SRVLWLRQLQJ RQHVHOI PRUH
meet customer$ Q H(R@®YS, 1980. This referred positioning is connected with

strides to eaching and maximigg the purpose of being in business, refleatethe

aims and objectives obrganisations In practice, it is recognised that most
organisations do their businesses in a very dynamic market environment. Some of the

factors that have made the contemgpg busness arenancreasingly complexnclude

technology, rapid changes in customer expectations, globalisation and competition.

As the business environment becemaore challenging, most players tend to
consider ad reconsider the way$o seer their organations to fulfilling the
expectations of their stakeholder€onsequently, organisations are given clear focus
on how to progress and the extent to whichirmess activities can be ruim a
particular period of time. For success in business, Frankel (198fyestedhat
meaningful strategic objectives must be developed to reflect the goals. Given
dynamism in business, Miles and Snow (1984) and Pfeffer and Salancik (1978)
advocated that the development of strategy should be an issue of high prioritp so as

consistently align the direction of an organisation with the market environment.

This dynamism in the market environment necessitated the recommerigiaforter
(1985) that in order to maintain super performance in an industryirms amidst
strorg competitionshould considecontinualstrategizing for competitive advantage

As a prerequisite to attaining competitive position in an industry, Mattson. et al
(2006) argued that a pivotal feature of building strategy is in knowing how to
construct a stcessful mechanism to deliver value to the market. They maintained that
the knowledge of this mechanism is particulddynd among those who operate at
the frontiers of firmcustomer interface. This line of thought put customers and
awareness of customdrsthe front line of priorities, if a firm is to attain and sustain

competitive position in its markeAn example of strategy which involved this sort of
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direction alignmenwasfound inareport byParola and Musso (200@poutshipping
liners (carriers) resomg to the deployment of large vessels and rquitit as a result

of changing demands of customers.

6WUDWHJIJ\ WKHUHIRUH FDQ EH VDLG WR SURYLGH WKH GL
goals and objectives are pursued, giving a pattdrboth proactiveand eactive
policies and actions. There is a tendency to view corporate strategy as enfaniating

the urge to give solutions to problems or challenges faced by an organisation at a
particular time. It might be preconceived, hencerreteto as intended strategy or
somewhat ad hoc, in which case it can be described as emergent \Wditegpd

Meyer, 2004; Johnson et al. 200B)though it might seentike stating the obviout

say that drategy involves innovative processdsoweverLopezFernandez etl.

(2008) reportd thatthe pattern and manner of innovation in the service sector have
received little research attentiomhile emphasisinghe fad¢ that theservicesector is

of great importance in the growth of economiBse logistics industrganbe referred

to asan important aspect of any econoragd hencerequires continual research

attention.

2.3The 3-Dimensions of Strategy

As a result of the divergence of the philosophy of strategy, many perspectives have
evolved. However, in order to furthenderstandhe notion of strateggome of the
fundamental aspects for discussion include pinecess, conténand context of
strategy.Theseaspecs of strategyprocess, content and context alistinguishable

threedimensioms of strategfWit and Meyer, 2004).

2.3.1 Strategy Context

Organisations do not exist in isolation but are embedded ienamonment where

there is an exertion of phenomenal influence on their strategy and operations. The
QRWLRQ RI VWUDWHI\ FRQWH[W WKHUHIRUH LV FRQFHUQ/!
internal strength in relation to understanding the impact of the external envitonmen

such as the industry, politics, economy, technology, legislation, geographical location

and the physical environment in the course of establishing a corporate direction
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(Johnson et al. 2008, Wit andleyer, 2004). A far as corporatestrategy is
concernd, the components that make upe strategy context are becoming
increasingly complex, resulting an ever dynamic rise of threats and opportunities to

an organisation.

For instance, in addressing strategy issuids regards to performance evaluatiorda
control, Johnson et al. (2001) reitechthat many firms have taken initiatives for
organisational changso as to sustain and improveeir competitiveness. In this
sense, a firm can decide to play a significant proactive role in shaping the dantext
which its strategy is formulated and business operated, thereby exercising leadership.
On the other hand, a firm can become more inclined to reactions in the context of its

strategy, responding to trends surrounding its existence.

2.3.2 StrategyContent

Thereare widespreadlternatives in dealing with issues of stratdgyaddressing ray
particular organisationalstrategic issuethe chosen constituent(s) or the course of
action(s) that finally become the product of the formulated directioefésred to as
strategy contenfwit and Meyer, 2004 Johnson et al., 2008 hesestrategybuilding
materialsare thus different at the various strata of a firm, depending on the nature of

strategy being pursued.

In a related perspectivgrant (2010) encouraged objective appraisal auess, to
enable effective decisions concerningoice of strategy constegats. Painstaking
research efforts shoulthereforebe put in placein the development of strategy

content so as to achiegacces inaparticular endeavouwof interest
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2.3.3 Strategy Process

There are literally several ways in whibbsiness issues cée addressed. In essence
therefore,strategy process is concerned with the approach or means by which an
organisation addresses strategic issues and puts into action the formulation and

management of its chosen strategies (Hill and Jones, 2007; Johnson et al., 2008).

Traditionally, strategy process is considered to be lirst@pwise stages of analysis,

formulation and implementation, buhis view has received strong criticism by

straegy scholars who propagateagination and judgement as being more important

than anafsis and logs (Wit and Meyer,2004). When viewed from another angle,

strategy development process dailhto two approaches, thelassicafschool of

thought or planning approach towards strategy formulatdiQ G WKH pHPHUJHQ\
approach(Mintzberg, 2007;Johnson etl., 2008 Kenny, 2006; Whittington, et al,

2006 Bamford and Forester, 2008lintzberg 1994.

Whereas the conventional view is a planned strategy process, arguments that strategy
does nb necessarily follow suchtereotyjral stages have enhanced understanding of

an aspect of strategy process as being emergent. According to Johnson et al. (2008),
the strategies organisations actually pursue are migtofdoth planned (intended)

and emergent strategy processes.

2.4 Maritime P orts Logistics Service Trends

ReHQJLQHHULQJ RI DQ RUJDQLVDWLRQYV VHUYLFHV LV D
and has been identified as being vienportant(Edvardson, 1992; Mascio, 20083a

positive response to market competition and ever asong customer demands. As

competition increasdsetweenports, it lecomes more meaningful to gieategorical

attention to the various trad@susinesses)f a port. Goss (1990) stated that the extent

and fam of competitionF R Q F H U Q ltr@de 8ightUnAVE Yonsiderable variatiams

ports at different phases. For exampleew portswould concentrate onew inland

links andthe developnent of cargehandling systems. The implication therefore is

that suitable and copetitive strategies duringhe different stages ofport
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developmentshould bedynamic and proactive in nature. In order to be able to
develop strategies in ports therefore, it is imperative to explore and have a profound

understanding of the services for which maritime ports abesmess.

2.4.1 Integrated Port Logistics

According to Bichou and Gray (2004) the major concepts concerned with integration
of the supply chain are intemodality and organisational aspects of integration.
Modern ports have generally experienced raggdelopments in becoming inter
linking points for different modes of transports, hence an accelerator ofmotal
transport integration. Mangan et al. (2008) supported the view that in addition to the
traditional role of freight transhipment, there amrious roles the ports can play
within the supply chain. Also, given the position of portsthe distribution of
materials and products, they have consequently become nodes for the integration of
various global supply chaingn example of a port that baa developed integrated
logistics system is the port of Singapore, which is one oivtReU Qdp b ports for

the facilitation of distribution and related services (MPA, n.d).

The emergence of the containerisation of cargo, an innovation by Malohman in

1956 (Cudahy, 2006), has increasingly contributed to modern fpectsnomic

importance, complexities and rsleas major integration nodefor transportation
networks(Fetherston, 1984 owe, 2005. This has boosted the evolving notion of
MSRUWWBHF ORJLVWLFVY DGYRFDWLQJ WKH SRWHQWLDO |
of distribution and other supporting activities (Analytiqga, 2007; Wall, 2007). These

depict the advancement of ports from the integratiof internal activities tothe

integraton of logistics activities beyond port boundariesthe network otransport

andsupply chains.

2.4.2 Trends in Modern Shipping

Megaships have emerged to handle the transportation of cargoes of the global
economic boom. The use ofrdger vesse by shipping lines is mainly to take
advantage of the economies of scale created by the movement of largesvofume

goods. There has also been an appreciable rise in the number of small ana med
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sized sea vessels, mostwhich are usedor feedersenices to megaships whose
sizes oftentimes restrithem from sailing further into territorial watergnd hence
having to berth midstreamThe prominence of shipping companies and their
involvement in various port logistics and intandal operations haveonsequently
put shipping linedorward as the prime actors portsand choice of port§Voorde
and Winkelmans, 2002).

Increasingly, various collaborations among shipping lines have evolved, making ship
operators very influential even in issues of mirategies. Martin and Thomas (2001)
supported this view, stating that the formation of global alliances and consortia among
shipping lines favours them in exerting considerable pressure on ports; not just to
improve productivity and provide nevadilities, but alsoto renegotiatgort charges

and terminal contracts.While Parola and Musso (200Tg¢cognisd the growing
influence of shipping lines on ports as a resbk formation of consortjathey
repored changing trends among the top shipping linesygia (e.g. Maersk,
Evergreen, MSC, CMACGM) in which the need for alliances ascampetitive

strategy among the global carriers is disappearing.

These trends in shipping are largely directly concerned with the shipping lines; and
given thefocus (aims andobjectives) of this study, other port users and businesses

worth consideration include:

o Stevedores: Generally, stevedores are compamesnits(traditionally small)
that are designated by shipping lines and ship agents to primarily engage dock
labour to stow or unload cargoes onboard marine vessels (Martin and Thomas,
2001;Branch, 1977Soppe et al. 2009Given the surge of international tead
ports have increased in relevancge the global marketresuling in the
emergence of gigantic shipping lines as the major means for worldwide mass
cargo transport. In this light, it is only natural that other companies involved in
the activities of theports would rise to the challenge by a corresponding
growth.
Parola and Musso (2007) repexitthat as new economic trends began to
surface in the portss(ch asprivatisation andmerger of shipping lines),
globalisation ofthe stevedoring business beganthwglobal operators as
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Hutchison Port Holding and PSA leaving the shores of their bases in Hong
Kong and Singaporeespectivelyso as to strengthen their competitiveness in
the business. Today, rrumber of key shipping lines ithe bidto facilitate

thar interests and operations ports have through different dealsecome

active membersf the stevedoring industry.

Shipping Agents It has been typically the case that shipping lines, given that

most of their operations are abroad rather globalappoint shiping agents

to act as representatives. Shipping agents services inchadkéng prior
DUUDQJHPHQWY IRU YHVVHOVY DUULYDO DQG FDUU\L
as load brkering, cargo booking, documenandling and payment collection

from sKLSSLQJ OLQHVT FXVW R&thlawd THoch&sQZOR1).

Hence,it is recognizé that shipping agents providendamendl services for

the effective running of shipping lirebusinesses.

A patrticular strength of shiging agents, to the advantage of the shipping lines,
is the ability to use local knowledge to liaise and provide necessary
information about the call and departure of vessels to the customs,
immigration departmentsport health, berth officers and others (1@2B07).

For improved efficiency,dcal knowledge of a grticular market terrain is
crucial, especially in global businesss such asthe shipping and port

industries.

Freight Forwarders: For individual shippers or companies who do not have a
dedicated shiping department, réight forwarders act as their specialist
agents, coordinatinthe majority of maritime and inland transparperations

to facilitate cross border movement of goods for which a fee or commission is
paid (Murphy and Daley, 2001; Martin and Thomas, 2001). At times some of
the services of different port users could be seen as overlapping, as a result

there can be various shigoffshoots in an attempt to define freight forwarding.

The freight forwardingbusiness igypically globalin nature and inrecent
times ha become more and more diversified, offering various intermediary

services like freight payment, route recommendms and expedition of
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shipments (Murphy and Daley, 200These are clear pointetthat the freight
forwarding port business is rapidly expanding. MBD reportedith2007the

UK freight forwarding market reached an estimavatle of£16.62 billion,
which represemrid a 3% increase(MBD, 2008). Also, the choice of port is
mostly determined by shippers and forwarders (Port of Rotterdam, 2009a).
More often than not, itsiexpected that shippers, bethg ownersof goodsto

be expored to consignee(s) would have greater influence on the choice of
port. However, he report of the port on thdancreasng capacity of freight
forwarders in determining choice of poreiterate their increasing importance

in the port industry and indeed thartime sector.

2.5 Competition in the Global Maritime Ports

Contary to what used to be the case in th& aad first half ofthe 20" centuries,
during which portswere regarded as instruments of states and colonial powers to
control marketsresultingin minimal competition most ports are today competing
tremendouslyon a global scale (Thé/orld Bank, 2007). There has been a unique
trend of business expansion and competitive strategy in the maritime sector, as
observed in the emergence ofolghl ports operators, who in additi@iso run
shipping lines. Ports are fundamental bodies in global shipping and logistics (Bichou
and Gray, 2004)and the evolution of globadort operators is viewed as an indicator

of the attempt of ports to gain further control of the supply chain. According to Cheon
(2009), the most distinguished issues that have necesgiatieckstructuring to the
intensification of global operators are tfoeces of intra and interport competition.

By implication therefore, the relevance of ports in the global business chain has

exacerbated competitidretweerports.

It is crucial to point out that Haezendonck and Winkelmans (2002) viewed port
competitieness as a reflection of the strengthening or weakening of market share in
various traffic categories. Increasingly, competitimiweenports has brought about
multifaceted demands on the management of ports to satisfy diverse customers and
remain in an mviable business position when compared to other ports. Different
forms of port competition are known to exist among operators in the same port,

between ports in a particular country, portdifierent countries angorts in a range

31



or coastline (Mangantal. 2008; Goss, 1990)An example of coastline or range port

competition is that which exists along the HavreHamburg rangewhich dretches

from France to Germany$FFRUGLQJ WR ODUWLQ DQG 7KRPDV
operators in Europe have exm@aced ahighly competitive environmenin a tussl¢o

retain or attract shipping InfEXVLQHVVHY 6KLSSLQJ OLQHV DUH XQG

among port users.

The thrust to retain and attract port users has bemeggoal of all maritime ports.
This therefore underscores the basis ofpghapositions(see section 1)4This is in
line with the recognition thahe competitive tusslbetweenports is mainly geared
towards attraction and retention of port users, and achieveshéme most efficient
total service (Heaver, 2006; Voorde and Winkelmans, 2082)s the caseni other
businesses where customers are the vital focus for strategyattracton and

retention of port users are th@ain reasons for pocompetition.

Most ports therefore invest in the various aspects of their businessestitemptto

attract and retaiport users. The level of returns received as a result of investment on
new port facilities depends on the investments made by competing ports (Aneterson
al., 2008), as there would tend to be a cargo shift from the old and less efficient
facilities to the newer and more efficient facilities. This is a pointer to the view that
investing for improved port facilities can be a formidable force in the attéonp
competitively draw more ports users and cargoes. Does it then imply that old facilities
are commonly inefficient? This might not be the c#sestrides ininternational trade

and shipping encourage competition (Yeo et al., 20sb)ne of thefactorsthat can
further influencethe competitveness oportsaccording to Voorde and Winkelmans
(2002) include the type of port management, the level of expertise of managers and

port authorities, good application of EDI, government intervention and added value

Also as rightly observed by Carbon and Martino (2003), the competitive position of
ports is no longer determined by internal strengéhsne but is increasingly
dependent on the effectiveness tbkir integrationwith the supply chainlt is
understood in this light that the strategies of customers in the supply chain can hugely
DIITHFW S RpaWonag¥ kb Upodli. Thus the entry of port usemsto business
contract with other supply chain stakeholders with different inteiasthoice of
portscan be enough to cost a pgaod proportion oits business.
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2.5.1 Hierarchies of Port Competition

Similar to the complexities ofmodern ports, competitiobetweenports ha also
assumed a complex naturem various frontiersucruet et al201Q Ircha, 200}.
Theintensityof competition a particular port experiences varies widely according to
issues which include location and nature of goods handled. While some economies
have one or few dominating ports, othetech asGreat Britain, have many ports.
Competition therefore increases, as a result of numerous ports and also because of
other factorsasgood internal transport systerfGoss, 1990)In connection with port
competition, it is a well known principle of port geaghy and port economics that

no port is an isolated phemenon, but belongs to a port group, hierarchy or complex
which is functionally interrelated on a local, national or internatitenedl (Hoyle and
Charlie, 1995).

A port therefore has some naturar built features, for example location a@ad
developed integrated transport network, which largely determineits functional
hierarchical statusandin turn reflects thaype of competitionit might experience.
Since some of the features of a port ai@p to changes, it thuspliesthatthere is
an expectation ophenomenal dynamism in the léwe hierarchy of competition a

port might faceamidstotherproactive ports
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Figure2.lidentifiesthe different hierarchies of port competition
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Figure 2.1: Hierarches of Port CompetitionfSource: Voorde & Winkelmans (2002)]

25.2 Intra-Port Lev

el Competition

Competitionat intra-port level isviewed as the first let of port competition, where

different terminal operators in a particular port vie for goods. In this |dgatufe
H YT DV LOOXVWUDWKIEB ERPSHWUMLRQ DPRQJ RSHUDWRUV
same port is shown in various categories Cat. 1, 2, 3) That applies taraffic for

portsX and Y respectively. Active intrport competition is perceived to be beneficial
for D SRUWIV FRPSHWLWLYHQHVV QDWLRQDO DQG UHJLR

for shippers and consumers of goods and services (CEU, P8Aden and Rbs,

2007) The trend of intrgport competition is expected tmntinueas more and more

ports become privatised amdth a greater participation of global port operators. It is
believed that rather than md S Rpd$itifirvin theindustry, well harnessed intra
SRUW FRPSHWLWLRQ FRXOG VWUHQJWKHQ D SRUWTTV SUF

users.
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2.5.3 Terminal Level Inter-port Competition

A situation where terminals of different ports compete is referred to as tedeusal

inter-port competition. Voorde and Winkelmans (2002) are of the view that this type

of competition mostly occsrbetweenterminals in ports like Hamburg, Bremen,

Amsterdam, Rotterdam, Antwerp, Ghent, Zeebruges, Dunkirk and Le Havre (i.e. the
Hamburg +Le Havre range), which have common route and geographical areas
RYHUODSSLQJ HDFK RWKHUfV KLQWHUODQG ,W LV ZRU\
RYHUODSSLQJ RI VHD&SREWWHYIGHs: A996),UaD e grossly
encouraged by the developmeof intermodal transfer systems and improved long

distance land transportation network.

2.5.4 Inter-Port Competition (Authority Level)

With reference to théeature p § L Q PL1) Ktgrddort competition is concerned
with competition between ports on a local, national or regional basis. It has a
significant influence on the type of infrastructure and superstructure provided in
port, hence also impacts aerminal operations. Corefition between ports in
different countries can result in significant effects on national pojicibere some

kind of expansion support and publicity are given to ports, because of national pride
(Goss, 1990Doonslaar and Kolkman, 2010

Some other fans of competition that port authorities grapple with include:

x Port Range CompetitiorDtherwisereferred to as coastline competition; where
ports roughlysituatedalong a common route engage in competition.

X Maritime Ports versus other transport modesn-maritime transportmodes that
mainly use other kind of terminalgnodes), for example airportshave

increasingly competeaf cargoes that pass throusgaports.

35



2.5.5 Privatisation of ports (concession)

One of the distinct strides that have contributethespurringof competiton among

ports is privatisationPrivatisationof ports dates back to the early 1980s, with the
establishment of Associated British Ports (ABP) and its opening for privateors/est
this move which began in Britain continued in many other countries such as Malaysia,
Philippines, Italy, Thailand, China and New Zealand (Parola ang®2007)To a

great extent, it is believed that allowing private investors, instead of govesrent

be key players and leaders in businesses, not just in ports, would encourage market
forces that resudtin balanced competition in busine3$ierehave been extensive port
reformsin recent past decades, whilgd to many governments in both developing
and developed economibkaving todevolve less ofport operations and assétslocal

public entities, but increasingly to private and commercial driven entities (Brooks and
Pallis, 2008) These reforms are fundamemnyalabout structural change, which
according to Citen and Cerit (201/0&s also been encouraged by the need for ports to

retain competitiveness.

2.5.6 Port Privatisation Trends

One of the key recent strands of policies aimed at improving efficiency in the port
industry is privatisation, which among other reasons is primarily motivated by the
economic benefits (Cullinane aisbng 2002). The term privatisation has evolved to

be rdated to different facets of concepts such as lisetaon, deregulation and
denationalisation. Within an economic context, privatisation essentially means the
sale of publicly owned assets by the transference of ownership from public to private
sectorg Thiemeryer, 1986)The perspective or arguent of privatisation advocates

that the scheme will create greater operational efficiec@cythe other handhe usual
contention by opponents is that the prafitve of private firms will resultin the
exploitation of customersWith these different arguments in view, study of the
WRUOGYV temRather ports byBaird (2002) reported that while there is no
particular approach to port privatisatidmdings generallypointed tothe public port
authority/prvate concession or lease model as being uwseck oftenthan others.
Tongzon and Hen005) advocated that the landleRISHUDWRU YV VWUXFWXUH

private) form of privatisation is more appropriate for improving port operation
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efficiency, as opposed to full privatisatioithus, they concluded that this form of
partial port privatisation is an effective means for port authorities and operators to

gain competitive advantage.

The privatisation of port initiative which started in a develbgconomy (Parola and
Musso, 2007), hea sincebeen considered as necessary for ports of developing
economiesin order to achieve greater efficiency in port operations (Shashikumar,
1998 Neil, 2004). Therefore, the decision for privatisation and the model of
privatisation tobe adoped in a port are substantiallgoncetUQHG ZLWK WKH

strategyandcompetitiveness.

2.6 Main Influencing Factors in Choice of Ports

This section is dedicated to considering some ofirtfl@encingfactors in the choice

or preference of a port over other€ontemporarytechnological advances have
continued tahaveimpacs on SR U W chdldedf Ydft. In fact, these advances have
and ae expected to keep exertingluenceson other port selection criteria. Some of

the major factors of influence in port selection are discussed below.

2.6.1 Cost and Pricing

There is an indispensable influence emanating from generalised cost on the choice of
port (Voorde and Winkelmans, 2002)hese gneralised costs include peril of loss,
cost of time, money expense and damages.instance, ship turnaround time in a
particdar port isa very important element idetermining the choicef port. This
consideration of timés particularly cruciain orderto avoidthe coss of demurrage
anddelays in meetingpther schedules, especially for ships on time voyage charter.
The indication here is that shipping lines, shippers and other port usekg

assessments based on cost elemantsthereafter reach informed decisions.

For pricing however, Anderson et al. (2008) indicated that it can essentially be
determined by ampetitive market forces or by joint agreement between the ports to
maintain market shares, and check imperfect market compet@mmpetition is a
major factor that has stimulatelde pressure®f rising prices in lhe transport sector
(MBD, 2008).
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2.6.2 Cargo Handling Facilities

The trend towards the use of larger ships makes it often the case that large ships can

only be received by larger pomghich have well developei@cilities (Department for

Transport, 2006). By inference, cargo handling faesitare of paramount importance

for port usery] E XV L.QnHa\cdip¥titive gamtheoretic analysis of Busan (Korea)

and Shanghai (China) ports, Anderson et al. (2008) indi¢héd an investment stage

would be reached where competing ports do not reaeiturns (attraction of cargoes)

RQ LQYHVWPHQWY EHFDXVH RQH SRUWfV LQYHVWPHQ
DQRWKHUYfV 3RUWV FDQ GLITHUHQWLDWH WKHLU VHUYLI
loading and unloading of cargoes for ocean carriers and intehétle carriers

(Talley, 2006). The availability of superstructures in ports is one of the most

important porrating factors; and their not being readily available contributes to

major delays in ports (Murphy et al., 1989).

2.6.3 Inland Infrastructural Network

Connectivity and accessibility with the hinterland BUXFLDO IRU D SRUWYV E
Haezendonck and Notteboom (20@23wed the competitiveness of a pas being

only partly determined by its internal strengths and weaknesgphasising that

influences of the logisticaetwork also affectits prosperity. For instance, ships are

likely to use ports which have railheads and good accessntajor road system

(Department of Transport, 200@®)ther types of relevant infrastructural needports

include storage facilities, safety and security gadgets and administrative centres.

2.6.4 Size of Vessels

The latest generation of container ships have the capacity of almost 10,000 TEUs
(Twenty foot Equivalent Units), and as a result shipping lihage reduced the
number of ports they serve directly (Department of Transport, 2006). This can largely
be traced to constraints of manoeuvrability imposed by huge ship sizes in relation to
the routes and channels leading to ports that are further inlact. énergence of

huge modern seagoing vessels has been possible given advancement in technology.
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2.6.5 Location (Geography)

The geographical locations of ports are certainly important for port users while
considering ports to use for shipment of cargo€&®sr instance, a key advantage of
Dubai is that it is ideally positioned along the trade corridor between Europe and
Asia, thus the Dubai government siaonstantly sought to exploit this advargag
competitive positioningDPW (Dubai Ports World) (Mangaet al., 2008). A port
might be located iran area of better proximity to main shipping routes or where
effects of tidal movement are more stabte & manner that turnaround time
enhanced. There is a substantial tendency for the selection oft dopacrease
EHFD XV H s\Wé&ahorS&/auws § shipment route of a particular cargo trade.

2.7Understanding Services

Although there tends to be no ueifi perspectiveas to what service stands for

(Edvardson, 1992), given differeperspectiveshie ZRUG PVHUYLFHY LV IXQGDF
used to represent the offers of an isidial sector that does thingsd not the making

of things (Johg 1999). Therefore, the end products of services are essentially

activities rather than total creation of tangible prod. Generally, service is
consideredto have constituentswhich vary in complexity from one serviceto

another.

Understanding the meaning gdervice specificatiofimight prove beneficial irthe
comprehensionR1 WKH ZR U.GSgrwdd Jpétificktions concerned with the
agreement betweea customer and servigerovider about the various features
expected in theenderedservice(Galetzka, et al., 2006; VaRaaji and Pruyn, 1998).
Again, Edvardsson and Olsson (1996) emphasised the nesbkounderstanding of
how to improve the quality of serviceshrough academic research and action
learning This is related to enhancing X VW R P H U V {s lbaf&dHIR \WW® $enviBeQ

specifications.

As a followup, attentiorwill be given toward contributing to the developmehthe

meaning of gervice which would further assist the understanding of the term.
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Although the meaning oferviceflseems to be obvious, yet it does appear that the
development of a definition needs to be given more attentiorthiem academic

literature.

2.7.1 The Process of Services

Gronroos (1990) associated service as being a series of activities of more or less
intangible nature, that usually though not necessadbcursin the interactions

between FXVWRPHUV DQG WKH VHUYL%®H pS/U-BdBd0BH#HtU VY HPSO
VHUYLFHY LQ ILJXUH UHSUHVHQWDWLRQ LV PDGH F

requirements can be viewed as being straightforward or uncomplicated.

jr=— = -
L._-._. -
. Desired - Service
I (Needed) 1 Rendered
. Service
MP L._._._
Locme. !
) ) )
A B C

Figure 22: u6 L P-RB 1 VW L W X HSQUte:\Hthdiy L F

For instance, a customer at pointifiay desire to know if containers of interest have
DUULYHG LQ WKH SRUW +H VKH SLFNV XS WKH SKRQH D
unit. PIYHSUHVHQWY DQ pL QW H thhkek thg infekdiet iHguvigeH FXVWRP |
the needed service. [Interfackesre symbobe stages at which there are interactions

between two or more parties (internal or external) to enable progression unto the next

level in the bid to render the necessary service]. As would be expected from the port,

the followrup response totH UHTXHVW LQ TXHVWLRQ ZLOO EH WR 1
GHWDLOV LQWR WKH FRPSXWHU GDWDEDVH WR UHYHDO
This leads to the next stage depictedipg TLQ ZKLFK WKH FXVWRPHUYfV FR(
is made known to him/her fld8 WKH SRUWY{V L QdatBbasgfenéeRiIWDLQHU
requested service becema rendered service. Simglenstituent services therefore,

DUH WKRVH WKDW WHQG WR KDYH OktVovserticeW & IDFHV | |

point of service receipt bthe customer
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Figure2.3: un 0 X-Oodtituent6 H U Y(B&urtE: Author)

Figure2.3 representd UP-*XRWVYWLWXHQW V HEACUsEOREr desited/aSRLQ W
particular service and expresses this need to the sammpany at pointu %(f{rst
customercompany interface). This kind of service would require the performance of
various jobs and progression from one stage to the @bidystrated by u &  good

example would be port users applying for and going thrabglclearing procs for

an imported consignmentC, shows that the numbgin) of serviceconstituents

(activities) to be performed could be more, depending on the nature and complexity of

the service. At staggl ' fontact is reestablished with the customer, while( §tards

for the service rendered at the end. The different seoanstituents utilises materials

(elerrents) basically supplied frorather sourcesparticularly from the production

industries.
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2.8 Value Added Conceptand Value Adding Services

Recognising diverse opiniongn attempt is hereby made using figug4 to
LOOXPLQDWH WKH pYDOXH p&8ugit@nd9RQi¢cdH SRAFIHBQ G DOVR
research project.

H9DOXH $GGHG‘H' Value-adding Services
x 110 ©

(Incremental Process) X Services

(Costbenefit outcome)

X (Add-on services
Complementing majors)

) LI I I Y O A

)

x (Management and
Strategy)

X (Customer Tailored)

Figure 2.4: Value Added Concept and Vakaelding Service§Source: Author)

2.8.1 Value Added Concept

Asillustratedon the lefthand side of figure. 4, WKH ILUVW SHUVSHFWLYH RI p
conceptis that of anincremental procesdmplying that asequence of progressive

activities carried out to satisfy customers are viewed as value added (Christopher et

al., 2002; Porter, 1986). To gain and build competitive advantage in creation of

FXV W R Podudty, Paitér (1986)eld very stronglyto the idea of valuereation

activities.

In a characteristicanalogy of how businesses have employed capacities offered by

shipping to transport goods and facilitate international trade, Stopford (2009)
portrayed WKDW pYDOXH DGGHGY LV D PRGHUQ HEBERQRPLF M
context to convey that the lives of recipients of goods tande whobeneft from

global trade are made better. The connotation is that as an element (material or
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function) of demand agncesalongthe process to satisfy customers it acquiadae
This view of malue addedhas a relationship with the constituents pérvice] DV

described in section21.

The second aspect is the focus pélue addedas concerned with the input and
outcome of a particular business in relation to the cost, revenue or benefits as
perceived by the customers (Wilson, 1979; Walter et al., 2002; Edvardsson and
Olsson, 1996). Wood (1978) further stated that value addednisagure of output
divided by inputs of manpower and capital to express performance per head: hence it
is a profit on sales or return on capitalestmentorientation (represented in figure

2.4 by the dollar and pound signs). Considering this;aih be olserved that the
perception of value added is therefore based on efficiency and effectiveness in

resource utilisation.

7KH WKLUG SRLQW GHSLFWHG E\ pRUJDQLNMAD®VLRQ VWU
addedfas related to enhanced strategies, management styles, technapgisal

projects or operations (Chernatony and Harris, 26068icher and Hardill, 1995). An

activity or new innovation that makes an organisation thrive becomes value added to

the busines. For instance, Au and Ho (2002) viewed the use of technology to

facilitate supply chains as value added; and Haezendonck et al., (2000) analysed the
different perspectives of value added as a function of the value different ports ascribe

to different céegory of cargoeand alsgorojectedthe opinion that value added aims

to measure the contribution of ports to the Gross Domestic Product (GDP) of a nation.

2.8.2 Value-Adding Services (VAS)

On the righthand side of figure?.4, features that would aithe understanding of
valueadding services (VAS) are pictorially represented. The first perspective is that
when discussing VAS, attention is drawn to the idea that they are services. As John
(1999) explained, the word service is essentially used to esgrése offers of an
industrial sector that does things, and not the making of things. Consequently, an
integral aspect of VAS is about doing things or offering of some kind of activities to

customers rather than the total creation of tangible praducts
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The second feature of vahaelding services is concerned with being conveyed as

additional services, which complemelW KH PDMRUVY 7KHUH DUH JHQHU!
basic services for which firms are in relationship withstomershowever value

adding service typically connote extra special services beyond the basics (Bowersox

HW DO 7TKH\ DURQWKHDBIRWMLRRGG VHUYLFHV EXL

offers.

In line with this, the third facet of valuedding services idea associated witlthe

meterrule symbol in figure2.4 is that they are customer tailored. Vahgding

services are unique activities tailored to specific needs of customers; representing
HIWHQVLRQV RYHU DQG DERYH D ILUROO).EBI&ttkeeV HUY LFHV
al. (2006)also acknowledged the opinion that standard services do not basically

constitute customer tailored specifications.

Logisticshas since beem the frontiers of moderhusiness, and most supply chains
have become customdriven (Ainsworth, £92). The strength ofhe customerdriven
concept has continually propelled exmgicins and demands for tailored or
customised services by customers. Recognising the growing desire foradding
services by customers, Christopher (2005) stated thdéreg such tailored services
to customers offers a competitive differentiation strategy.

In the realisation that vaw® GGLQJ VHUYLFHY DUH WDLORUHG WR PH
it therefore implies that oftetmere will be a need for efforts to be joinedether by

firms and their customers in developing vaadding services. Edvardsson and

Olsson (1996) are of the opinion that in the task of developing a new service, the
following should be ensured: (a) Fulfilling the prerequisite needs of customers (b
6XSSRUWLQJ FXVWRPHUV WR PDNH WKHLU GHVLUHV H[SO
needsand (d) Incorporating cusimers in the process of servidevelopmentThese

steps are unequivocally importatiecausesnsuring that the right quality is buift

from the very start is necessary everthe development and offering of valsding

services. Again, it is only when vahaelding services are carefully developed that the

intrinsic worth of their customised nature can be elicited. Based on thisottegrif

would be expected that an organisation make earnest searches to get acquainted with

the business needs of its customeasas to render its services better
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2.9 Value Adding Services in PortLogistics

In order to understand vakaglding servicesn the context of the port, it is very

important to have a sound grasp of what the port stands for in regards to its services.
$FFRUGLQJ WR WKH pu3RUW :RUNLQJ *URXS RI WKH
&RPPXQLWLHVY WKH VHDSRUW FDéhdEvdteGrbtle QiHad® DV DQ I
improvement works and equipment that principally permits the reception of ships,

loading and unloading of vessels, storage and transfer of goods to inland transport,

while being able to include the activities of businesses linked &o trsmsport

(UNCTAD, 1993). It is put by Janson and Shneerson (1982) that there are about seven

integral aspects of port processes, namelyproach mooring and unmooring;

loadingand unloading by the quastoragetransit export and import.

These dscriptions of ports clearly bring light the traditional and core services for
which ports, despite their presatdy complexity andliversity, exist to offer tgort

users. The seaport is defined by Cullinane and Talley (2006) as a place that provides
for the transfer of cargo and passengers to and from waterways and shores. These

buttress the common perspectofeportsbeing in business for transference services.

However, the wideing problems of port logistics hayeopelled port authorities and
othe portinterest bodies into offlock nontraditional activities (Heaver, 2006). The
port is an integral component dfie global supply chain, wheitte influence of
customers has increasingly gained momentum leading to the proliferation of
tailored/custonsed services by organisations to their customers. This reflects the
widely acknowledged trend for logistics valadding services. In agreement to the
core port services as found in the definigomalueadding services refer to those
services which a pbcan develop for the benefit giort users, which ardeowevermot
essentially the main or traditional services offered by the port.

In the port context therefore, trends in the global supply chain point towards a need,
especially in the face afompetition, for port management to understand the peculiar
EXVLQHVYVY QHHGYV RI WKHLU FXVWRPHUV DQG H[SORLW V
offering valueadding services. However, a study carried out/bpoma et al. (2004)

suggested that valtedding services ranked low in the perception and expectation of
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services by customers (port users) from different Nigerian pafith. this suggestion

in view, it is believedthat the extent to which port management has come to the
realisation of the potéials of developing and deploying vahaglding services in the
IRUPXODWLRQ RI SRUWYV VWUDWHJLHVThdnEedLfddH I XUWKH
investigationis encouraged given that in a studly port performance measurement,
Bichou and Gray (2004ndicated that the direction of a port to a strategy of value
adding logistics activities could be a beneficial approach to thé Impgsiness.
Additionally, the responsibility of ports surpasses just being the traditional water/land
interface for ships ra cargo services to include valadding logistics.Over and
above traditional services, Pettit and Beresford (2009) supported the idea that the
provision of tailormade services within a port has become fundamental to the overall

effectiveness of the powithin the supply chain.

These are all pointers to a view that vaaggling services are activities to be taken

seriously inthe port business. In a way of supporting this inclination, Haezendonck

and Notteboom (2002) advocated that in th& 2énturyy \fustometled business

arena VHDSRUWY ZLWK D VRXQG XQGHUVWDQGLQJ RI FXV\
succeed. In the same vein, Goss (198@ed WKDW UDWKHU WKDQ SRUWYV
departments concentrating merely on sellingseivices they could also