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Introduction

Numerous articles have been written on the performance and comparative advantages of port of Hong Kong in the past two decades. People have been trying to analyse the factors that have contributed to Hong Kong’s success and to identify methods that can further strengthen these parameters so as to help preserve the port of Hong Kong  supremacy. 

Hong Kong has been criticised for by its high terminal handling charges, particularly  when compared with those in other ports in the South East Asia region. Under the total cost concept, any one sector within the supply chain must be in line with the other sectors in terms of transit time and cost. The high terminal handling charges in Hong Kong have caused concerned that they will jeopardise  the port of Hong Kong’s position as the world’s number one container port. Nowadays, with strong emphasis on logistics management being applied in many manufacturing and forwarding sectors, the transport cost incurred in a particular sector of the supply chain should not have significant impact on the overall transport cost because quality of service also forms a major factor in accessing a port’s overall performance . However, this costly sector, even widely used by logistics providers, is subjected to constant scrutiny by its users in terms of cost and transit time.

Knowing these factors better than anyone else in the shipping industry, terminal operators in Hong Kong have heavily invested in their cargo handling technology. The recent expenditure involved on these improvements was estimated at over a billion dollars. Despite such a huge amount of money having been injected, the current terminals in Hong Kong will soon reach their maximum capacity eventually when diseconomies of scale are expected to occur  in the near future.

According to the Port and Maritime Board, the container throughput of Hong Kong will reach 40.5 million TEUs in 2020. Thus a new container terminal is required to cope with the future demand. new terminal increase the overall container handling capacity in Hong Kong but it can also create direct competition between the existence terminal operators that will likely result in more competitive  handling charges. The new container terminal to should be constructed in Lantau Island of Hong Kong and start operation in 2006. This  proposal has met with strong opposition from the present terminal operators as they do not believe that the container throughput  of Hong Kong will increase to the level suggested by the Port and Maritime Board. They also believe that no container terminal can stand alone and survive by serving only a few shipping lines as the majority of containers shipped to Hong Kong are transhipment and . a new container terminal,  will not make the handling charges more competitive, but on the contrary they will be even higher than the present levels as additional transport cost will be incurred in moving containers between different terminals.

Cargo growth rate

With its strong GDP growth rate at around  8% annually, China has seen a huge increase in both export and import trades. Hong Kong, as the major regional hub for Southern China, has significantly benefited from the increases in trade with annual total container volumes growing  from 12,550,000 TEUs in 1995 to 20,449,000 TEUs in 2003 – nearly doubled in volume within these ten years (see Table 1). 

Table 1: Container throughput in ‘000 Teus


1994
1995
1996
1997
1998
1999
2000
2001
2002
2003

HKG
11050
12550
13460
14386
14582
16211
18098
17826
19144
20449

SHZ
178
284
589
1147
1952
2986
3993
5076
7614
10650













However, if we compare the growth rate of container throughput in Hong Kong with its adjacent ports – Shenzhen, then the port of Hong Kong’s performance is not as good as  (see Table 2). Because of the close proximity of Shenzhen to Hong Kong, a steady flow of container trade has been diverted into Shenzhen to take advantage of their lower transport costs .

Table 2: Container throughput in Teu – growth rate


1995
2003
Growth rate

HKG
12,549,746
20,449,000
6.3%

SHZ
28,400
10,649,900
57.3%

Base year = 1995

If the container throughput in the ports of Hong Kong and Shenzhen continues to grow at the current pace Shenzhen will replace Hong Kong as the world’s number one container port  within the next decade. To worsen the situation, many shipping lines have recently increased the frequency of their  port calls toShenzhen and are reserving more slots in their ships to pick up containers in Shenzhen.

In order to provide an environment that allows the port of Hong Kong to remain competitive, the port of Hong Kong must merge with the ports in Shenzhen to form a Pearl River Delta port. Just like the terminals of New York and New Jersey in the USA.

Background of New York/New Jersey port

The formation of the New York/New Jersey Port Authority can be traced back more than 300 years. By an accident of political history,  the port area between these two cities was divided between what ultimately became the states of New York and New Jersey. In time, the division of the harbour - a vital source of commerce and growth - led to competition between the two ports. Throughout the 19th century, New York and New Jersey competed for trade over thevaluable, shared harbour and waterways. Disputes over the boundary line through the harbour and Hudson River were common . These ended when the two States recognised that the port area was, in effect, one community and that continued conflict would squander the port area's developments. Therefore, they set up a joint governmental body to oversee port affairs  modelled on  the Port of London(which was administered by what was then the only public port authority in the world), to run the port.  

In 1921, the Port of New York Authority was established to administer the common harbour interests of New York and New Jersey. An area of  about 1,500 square miles lying between these two States centred on the Statue of Libertywas established and called the “Port District”. In 1972, the Port of New York Authority was changed to The Port Authority of New York and New Jersey to more accurately reflect its role as a bi-state authority.



Started in 1930, the two States gave the Port Authority Power to control of transportation, engineering, law and administration of the port district. The Port Authority's first progress was to construct the critical interstate crossings in the early 1930s, including the George Washington Bridge, Outerbridge Crossing, and the Goethals and Bayonne bridges. 

The similarity between Hong Kong/Shenzhen and New York/New Jersey

The lassie faire policy adopted by the Hong Kong government allows private enterprises to manage and operate container terminals in Hong Kong . The government’s roles in port development and planning, are limited to matters related to navigation safety and land reclamation within the port area. The idea of merging container terminals in Hong Kong and Shenzhen appears to be possible if we compare them with the ports of successful experience in New York and New Jersey as follow:

1. The ports in New York and New Jersey were managed by two different States which jealously guarded the jurisdiction of their port.  Hong Kong, a British colony before 1997, it's the container terminals under the Western style of management which is completely different from that used in China.

2. The cooperation between New York and New Jersey began when the two States recognised that they shared a common hinterland. As the majority of the containers passing through Hong Kong for trans-shipment cargo, it is undeniable that Hong Kong shares the same hinterland as Shenzhen ports .

3. With the large volume of trans-shipment container traffic, it will be beneficial to both the ports of Hong Kong and Shenzhen port if cooperation on transport, communication, trade and administration can be established as the ports of New York and New Jersey since 1930.

4. The recognition of a shared port community for both two ports of Hong Kong and Shenzhen would mirror the situation with the ports of New York and New Jersey, Especially at a time when we are trying to implement stage two of CEPA with the Hong Kong and Shenzhen business communities.

As  most operators  of Hong Kong container terminals also hold a controlling share in the container terminals at Shenzhen ports, the merger of the two ports to form a much larger delta port appears to be very promising and workable. Hong Kong, with its superior port efficiency and effective management, could  focus on further developing its high value product while Shenzhen could can focus more on handling voluminous cargoes.  
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