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A B S T R A C T

Japanese ports have played a unique twofold role, managing marine terminals and at the same time developing
seafront of their port cities for multiple uses. Due to this duality in role, ports are considered inseparable from
the city's overall management, leading to port management by general local administration. Increasing com-
petition with ports of East Asian counties, however, has compelled the national government to press major ports
to make their terminals more efficient and competitive. Under the latest national port policy, Kobe and Osaka
joined forces to form up the first strategic port alliance in the country. They established a joint port company in
2014 to manage their terminals in an integrated way. This paper investigates the Kobe-Osaka port alliance to
assess how it works in reality and also discusses challenges and business opportunities. It is based on intensive
interviews together with an overview of the historical evolution of Japan's container port policy and also a
comparative analysis with recent cases of port alliance around the world. For Kobe and Osaka, in order to make
the most of the synergy of this alliance, strengthening the autonomy of the port company and implementing a
range of logistics strategies are important issues.

1. Introduction

In Japan, there were 11 major metropolitan areas of population over
one million according to the 2015 national census. Due to its moun-
tainous national land, they are all developed on the coastal planes of
the country. In particular, three largest metropolitan areas of Kanto
(population of 37 million), Chukyo (9 million) and Kinki (19 million)
are all developed along the large bays, namely the Bays of Tokyo, Ise
and Osaka, respectively. Historically, large port complexes have played
a role of critical importance to the economic as well as urban devel-
opment of these bay areas. They have developed not only marine
terminals for domestic and international shipping, but also spaces for
industrial and urban activities through extensive land reclamation in
the bays.

Since mid-1960s, as major ports located literally next to each other
in the respective three bays were rapidly expanded, it had become
necessary for them to mutually coordinate their physical developments,
taking fully into consideration the spatial constraints and natural en-
vironment of the bays. Cooperation among the neighboring ports of the
large bays, therefore, has long been a necessary practice. Until recently,
port cooperation had focused on the development of infrastructure (i.e.
terminals, bay area highways, etc.) and reclamation, but not much on
terminal operations. However, intensifying competition with other
countries' ports such as Busan, Korea, has changed this trend. Major
ports of the three large bays gradually started working together for

more proactive steps to strengthen their competitiveness, while the
national government also provided legal and, in some cases, financial
supports to their port cooperation.

In 2014, under a new national port policy, the ports of Kobe and
Osaka jointly established a port management company, the Kobe-Osaka
International Port Corporation (KOIP), to merge their container term-
inal business. The national government also quickly took part in the
company as a shareholder. This is the first alliance of container ports in
Japan. It is not the merger of the two port authorities, but that of their
container terminal business, retaining the mother port authorities
running separately as before.

This paper investigates the Kobe-Osaka port alliance to assess how it
works in reality, identifying its strengths and weaknesses, and also
discusses challenges and business opportunities, taking into account
recent changes in port environment. First, it overviews recent cases of
port cooperation around the world to find out cases similar to the Kobe-
Osaka alliance. Second, it discusses port governance in Japan as a basis
of the national port policy, the historical evolution of which is detailed
in the third section. Fourth, based on intensive interviews, the Kobe-
Osaka port alliance is fully examined with respect to the forming-up
process, mission and business scope, organizational set-up, and main
strategies and undertakings. Fifth, it discusses the basic characteristics
and shortcomings of this port alliance, comparing with other relevant
cases worldwide. Also it explores challenges to strengthening the port
alliance and furthermore business opportunities in developing port-
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centric logistics services. It concludes with a summary of findings and
some lessons for other ports.

2. The emerging strategy of port cooperation

2.1. From competition to cooperation

As much discussed, growing containership sizes together with hub
and spoke shipping system have exerted pressures on ports to invest
heavily in development of deep water terminals and deepening of ac-
cess channels (Davidson, 2014; Drewry Maritime Research, 2014; Ng,
2006; OECD/ITF, 2015). But not all the ports can afford to continue this
kind of survival game, requiring a huge amount of funds, yet at the
same time with risk of duplicating a similar investment by its neigh-
boring ports for the same hinterland. This is particularly the case when
slow economic growth continues persistently. Song (2003) stressed that
it would be the time to consider cooperation rather than competition
with neighbors, although his discussion dealt only with coopetition
strategies of terminal operators. But this is also applicable to port au-
thorities.

Another factor driving port alliance is on-going carrier consolida-
tion and resulting loss of bargaining power of port authorities in the
market. As the oligopoly of container shipping is intensified, their
power easily exceeds that of a port authority. In July 2017, carrier al-
liances were reformed from previous four groups to three, 2M, Ocean
and THE. They together account for 77% of global container capacity
(Flexport, 2017). They are reportedly to control more than 95% of the
East-West trade lanes. Unless a port is strong and large enough to retain
a selling power to the shipping alliances, therefore, ports in proximity
might consider it more practical to join forces instead of competing
each other in order to retain or restore, at least to some extent, their
bargaining powers to shipping lines. Similarly it may apply to port
strategy to deal with global terminal operators and giant global ship-
pers.

Furthermore, in the era of global supply chain, port is no longer a
mere interface between sea and land transport, but is a link of in-
tegrated logistics systems (Notteboom & Winkelmans, 2001; Robinson,
2002; Van der Lugt & De Langen, 2007). In other words, a port does not
just compete with neighbors on the basis of terminal performance but
also the quality of end-to-end logistics system through the port. To cope
with this change of port environment, some ports in proximity might
find it more effective to jointly enhance hinterland access and develop
efficient port centric logistics systems rather than do the same in-
dependently.

2.2. Global overview of port cooperation

With these backgrounds, various types of port cooperation have
been increasingly witnessed in recent years around the world
(Notteboom, Ducruet, & de Langen, 2009). Among others, two types of
motivations are considered as major triggering forces behind them,
namely “common threat” and “common need”. Common threat is
shared among neighboring two or more ports of the same region or bay
area, typically, when facing a loss of combined market share and the
emergence of a common competitor. Common need is also shared
among them, but when facing identical requirements, internal and ex-
ternal, such as improvement of hinterland access, community relations
and port environment.

Recent cases of port cooperation triggered by a common threat are
found quite a few. For instance, the ports of Copenhagen and Malmö
were merged into a single port corporation, CMP, in 2001 (Inoue,
2000). Both ports made such a drastic decision when the opening of
Öresund Bridge directly connecting the two port cities was about to
take away virtually all ferry services between the two ports, resulting in
roughly 20% loss of the revenues and 50% loss of profits for both port
authorities (De Langen & Nijdam, 2009). In 2014, the ports of Kobe and

Osaka set up a joint company to manage their container terminals,
which will be examined in detail later. In 2015, the ports of Seattle and
Tacoma located in the Puget Sound of Washington State, US, estab-
lished a joint organization to manage all their marine cargo terminals
(Knatz, 2016). Over the decades, they had fiercely competed for Asia-
US container trade to the local market as well as Midwest, aiming to
become the gateway of the Northwest America. While they were
fighting each other within the Sound, however, the neighboring Ca-
nadian ports of Vancouver and Prince Rupert were rapidly developed,
taking over the containers for the same hinterland of the American
continent. As a result, Seattle and Tacoma's market share of the total
Northwest ports fell from 85% for 1990 to 51% for 2013 (Ocean
Shipping Consultants, 2014). It was when the two ports' boards of di-
rectors fully recognized the common threat of losing more market share
in the years ahead that such a long lasting inter-port competition turned
into an unprecedented port cooperation in US (Morrison &
Chamberlain, 2015).

An interesting case of the common threat type of port cooperation is
HAROPA in France. In 2012, the ports of Le Havre, Rouen and Paris, all
along the Seine River, established an Economic Interest Group, called
HAROPA, to join forces to develop efficient end-to-end logistics system
to meet specific needs of various customers in the Seine region which
includes the French capital (Ducruet, Joly, & Le Cam, 2012). All three
ports are complementary rather than competing in function with Le
Havre being the modern ocean gateway of the region, Rouen the well-
developed logistics center for a wide variety of goods, and Paris the
efficient river port located at the very heart of the capital. In fact, some
40% of cargos to/from this region are handled by the neighboring
countries' ports such as Antwerp and Rotterdam (Merk et al., 2011). By
combing the different strengths of the partner ports, HAROPA is tasked
to not just provide better logistics service to the Seine region but also
bring back these cargos to its own port system. Therefore, this is con-
sidered as another case triggered by a common threat.

As for port cooperation responding to a common need, many cases
can also be found around major ports. For instance, the ports of Los
Angeles and Long Beach, the US 1st and 2nd gateway ports located in
the San Pedro Bay, California, jointly sets up the Alameda Corridor
Transportation Authority in 1989 (Goodwin, 2012). Its mission was to
develop an efficient rail corridor of sufficient capacity for the two ra-
pidly growing ports without aggravating urban traffic and environment
of the Los Angeles metropolitan area. Furthermore, in 2006, the same
two ports took a joint initiative called the San Pedro Bay Ports Clean Air
Action Program (CAAP). This was the pioneering landmark of com-
prehensive strategy to cut port-related air pollution and reduce health
risks (Ports of Los Angeles & Long Beach, 2006). The two port autho-
rities were fully aware of the critical need for the nation's largest port
complex to operate environmentally friendly for their sustainable de-
velopment in the years to come. In 2008, the ports of Vancouver, Fraser
River and North Fraser in Canada were also amalgamated into a single
large port, the Port Metro Vancouver, as part of the nation's Asia and
Pacific Gateway and Corridor initiative (Ginnel, Smith, & Oberlander,
2008). The three ports were rather complementary, being different in
size and cargo handled and also space availability, but shared strong
needs for future growth. In 2009, the ports of Rotterdam and Am-
sterdam jointly launched a new port community system (PCS), Port-
base, by merging their respective PCSs, Portinfolink and Portnet
(Wortelboer-Van Donselaar & Kolkman, 2010). It aimed to provide
customers of both ports with a single platform facilitating efficient
exchange of information and documents between all parties involved in
their port logistics systems.

2.3. Dimensions and types of port cooperation

Through the global overview of port cooperation, several dimen-
sions characterizing each of them have come out, including functional
type, business scope, inter-port relation, and motivation. While
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strategic alliance of private corporations has been much studied in
depth (Glaister, Husan, & Buckley, 2004; Reuer, 2004), following the
definition of corporate cooperation by Dussauge and Garrette (1999),
port cooperation is first classified into “merger” and “alliance” with
respect to functional type. They defined that merger of companies is
different from alliance between companies, as the former relinquishes
their independence and entire business units into a new company
pursuing a single, coherent set of goals, while the latter keeps the
partner companies independent in joining forces in pursuit of common
goals. Further, they found from a large sample of corporate alliances
formed between rivals there are three functional types of alliance,
namely “Quasi-concentration”, “Shared-supply” and “Complementary”.
Quasi-concentration alliances make partners to jointly develop, pro-
duce and market a final product, while Shared-supply alliances bring
together partners to produce a given component, which is then used for
the partners' specific products competing directly in the market.
“Complimentary” alliance partners join forces of their different assets
and skills to carry out a collaborative project.

Based on their concept and typology of corporate cooperation, port
cooperation is classified into a matrix of functional type and business
scope as shown in Table 1. In terms of business scope, port cooperation
covers (1) terminal management, (2) hinterland and foreland access,
(3) logistics system and marketing, and (4) quality port program (i.e.
environment, security, information). As in the CMP and Port Metro
Vancouver, the merger of ports covers in principle a whole stretch of
the business scope. Port alliance of Quasi-concentration is by definition
to focus on the core business of terminal management, then possibly
extend into the wider scope of business as mentioned above. Therefore,
this is called a port alliance of “Joint management”. The NWSA and the
KOIP fall in this category, though to what extent their business scope
will be widened is yet to be seen. As discussed later, however, the KOIP
has already expanded its activity to the logistics system and marketing.

Port alliance of Shared-supply is a collaborative approach to im-
prove port quality and performance of the alliance members. Therefore
this is called port alliance of “Joint project”. As this type of alliance
brings together partner ports to work on a specific project, keeping
both ports competing in the market, it is unlikely to cover terminal
management and logistic system/marketing. Alameda Corridor
Transportation Authority, CAAP, and Portbase fall in this category. Port
alliance of Complementary contributes different strengths of partner
ports to the alliance, focusing mainly on collaborative activities of lo-
gistics system and marketing. HAROPA is a good example of this port
alliance. Apart from the above, we should not forget that much more
loosely defined and often ad-hoc or voluntary port cooperation also
takes place in various fields such as best practice sharing and staff
training.

Next, let us take a look at port cooperation from the perspectives of
their inter-port relation and driving motivation (Fig. 1). As reviewed
earlier, while the inter-port relation is divided into two groups, “com-
pleting ports” and “complementing ports”, the driving motivation is
classified into two groups, ‘common threat’ and ‘common need’.

Here again, the NWSA and the KOIP are in the first quadrant at the
right upper corner, representing port cooperation of competing ports
triggered by common threat. The second quadrant at the left upper
corner represents the port cooperation of complementing ports trig-
gered by common threat. In this group, with respect to functional type,
the CMP is belonged to Joint management, while the HAROPA is to
Complimentary. The third quadrant at the left down corner is a port
cooperation of complementing ports triggered by common need. The
Port Metro Vancouver is one of the cases falling in this group. The
fourth quadrant at the right down corner represents the port coopera-
tion of competing ports triggered by common need. As illustrated by the
Alameda Corridor and the CAAP, there is a good possibility for com-
peting ports to form up a port alliance for quality port projects and
hinterland access infrastructure, especially when acutely facing it as a
common need.

3. Port governance in Japan

3.1. Backgrounds for the national and local interest in ports

As of April 2017, Japan has 994 ports in total, of which 125 ports
are considered important both in international and domestic shipping
networks according to the Ports and Harbors Act (the Act). To better
understand the port governance model in Japan, it would be worth-
while to touch upon major backgrounds of why ports are considered of
critical importance to the national and local economy and community
(Inoue, 2014).

First, Japan heavily depends on import of raw materials for do-
mestic production and also daily life of people. For instance, more than
90% of energy and more than 60% of foods are imported from overseas.
And much of industrial products are exported to the world market.
Almost all this trade is maritime borne, thus major heavy industries are
located on the coast, being nearly all developed in port areas of the
country. In 2015, Japanese ports handled a total of foreign trade cargo
of 1,254million tons, comprising 960million tons for import, of which
coal was 18.9%, crude oil 17.6%, LNG 16.9% and Iron ore 13.4%, and
294million tons for export, of which automobile was 26.6%, steel
12.7%, chemicals 6.8%, and auto parts 6.7%. On top of that, they
handled 1,560million tons of domestic cargos, which accounts for 44%
of the total freight transport of the country on a ton-km basis.

Second, Japan is an archipelagic country consisting of about 6,800
islands, including four main islands. Consequently, despite the small-
ness of the country's land area, it is endowed with an extremely long
and intricate coastline. For example, while its land area of 377,000 km2

is about 60% of France and 80% of the State of California, US, its
coastline of 33,000 km is more than four times longer than France and
about half the entire US excluding Alaska. Moreover, only 30% of the
total land area is not hilly and thus suitable for a range of human ac-
tivities. Such inhabitable land is mostly found in small plains along the
coast, while the remainder is only scattered along inland river valleys
and basins. Therefore, most cities, large and small, develop along the
coastal lines of the country, each of which has developed its own port.

Third, sea conditions along the country's coasts are generally severe,
including frequent typhoons and tsunamis, which requires huge in-
vestments in protective facilities such as breakwaters before a port
becomes operational. Not many of coastal cities are fortunate to be
located in large inlets and bays well protected from wave attacks of the
outer seas. In addition, soil conditions are often soft and not good for
port development as coastal cities tend to have developed on flat planes
made up of clays and silts flown down by rivers. This is another reason
for increased cost of port development in Japan. Nevertheless, ports
have been recognized as an essential part of development strategies of
the nation and local governments.

Fourth, unlike in many other countries, ports in Japan have been
instrumental to overcome limited land availability of port cities. They
have reclaimed a large volume of lands not only for marine terminals
and logistics activities but also for development of their port cities.
Since 1945 to 2010, a total of 72, 000 ha land had been reclaimed from
the sea within the port areas. Especially during the period of Japan's
rapid economic growth in 1960s up to mid-1970s, land reclamation
exceeded 2,000 ha in area every year, while it went down to a level of
100–200 ha/year for the recent decades. These reclaimed lands have
been developed for a wide range of uses, from marine terminals to
waterfront industries, housing, commerce, offices and recreation.

Against these backgrounds, ports in Japan have been recognized as
indispensable public infrastructure, and therefore developed with
public funds of the national and local governments. Inevitably, it has
given the national government a strong say in port development across
the country, which laid down the long-lasting foundation of port gov-
ernance in Japan. With respect to financing, port users have been re-
quired to pay a small fee for port use, which is not enough to recover
capital investment, but just to cover maintenance cost. Also port
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terminals as public asset have not been allowed to lease out to any
specific parties for their exclusive use. As a result, every port has been
served by skillful stevedores, but never terminal operators as such.
Legal recognition of terminal operators was only made when Japan
faced containerization in early 1970s as discussed later.

3.2. Port management system

Before the World War II, there was no unified legal and adminis-
trative framework for port management in Japan (Ports and Harbours
Association of Japan, 2007). On the one hand, major ports such as
Yokohama, Kobe and Moji were owned and managed by the national
government, but on the other hand, some other major ports such as
Tokyo, Osaka and Nagoya were owned and managed by local govern-
ments. It was only after the World War II that the country's ports all
came under a single and unified framework for port management. In
1950, at a directive of the US led Allied Forces, the Act was established,
under which the management of all the ports, including the former
national ports, were rendered to local governments where ports were
located, modeled after the port management system of US. However,
unlike US, the pre-war system to construct terminals with government's
public funds was simply carried over. All port infrastructure such as
breakwaters, channels as well as terminals, is funded by the national
and local governments. As a result, it took for granted to manage
publicly owned terminals on a basis of first come and first served, but

not lease them out to specific users for their dedicated use.
When a majority of port authorities in the world are corporatized

today (Brooks & Cullinane, 2007), it might be a surprise that ports of
Japan including largest ones are still managed as general administra-
tion of local governments (Ministry of Land, Infrastructure, Transport
and Tourism, 2013). As already discussed, the Japanese ports play a
unique twofold role, being an ordinary port as an interface of marine
and land transport, and at the same time being a coastal land planner
and developer for their port cities through active work of reclamation.
It is exactly for this duality of their role that ports in Japan have long
been considered to best serve the interest of their port cities when
managed by an internal department of local administration. Under the
Act, therefore, the head of a port authority is a prefecture governor or
city mayor, whichever applicable.

The Act places the primary responsibilities of managing a port on a
“port management body” (PMB) established by a local government,
either prefectural or municipal, having jurisdiction over an area where
the port in question is located. In some cases, however, the PMB is set
up jointly by the concerned prefectural and municipal governments as a
special public agency purely for port management. There is no port
managed by the national government, which are restricted in role,
among others, to (1) setting out national port policy, guidelines and
regulations, (2) overseeing individual ports' long-term master plan, (3)
funding port infrastructure improvements, and (4) undertaking large-
scale construction of technical difficulties.

Table 1
Functional type & business scope of port cooperation.

Business scope

Functional type

Terminal 
management

Hinterland & 
foreland 
access 

Logistics 
service &

marketing

Quality port
program

Merger
[CMP],[PMV]

Joint management
[KOIP],[NWSA]

Joint project
[Alameda] [CAAP],[PortBase]

Complementary [HAROPA]

Developed by author.
Note: CMP=Copenhagen & Malmö Port, PMV=Port Metro Vancouver, KOIP=Kobe & Osaka International Port,
NWSA=North West Seaport Alliance, CAAP= San Pedro Bay Ports Clean Air Action Program, Alameda=Alameda
Corridor Transportation Authority, HAROPA=Le Havre, Rouen & Paris Port.

Fig. 1. Port cooperation matrix (inter-port relation vs motivation type).
Developed by author.
Refer to the note of Table 1.
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Under the provisions of the Act, the geographical jurisdiction of a
port extends both landward and seaward. The land area of a port is
determined by the PMB, taking into consideration future spatial de-
mands for both the port itself and the city as a whole. Once decided,
regardless of land ownership, it is incorporated as a “port district” in the
port city's urban planning and zoning system under the City Planning
Act. Then, the PMB sets out sub-zoning of its port district to more
precisely guide permissible types of land use in conformity with its port
master plan. Any development in the port district, public and private, is
required to obtain a permit from the PMB. The water area of a port is
delineated by the PMB as “harbor limit” under the Act with approval of
the Ministry of Land, Infrastructure, Transport and Tourism (MLIT).
The water area needs to be wide enough to accommodate future de-
mands for various developments and activities envisaged by the PMB.
While all the water area along the country's coast is managed by the
national government, the PMB is delegated a power to manage the
water area within its harbor limit. Thus, any development in the harbor
limit must obtain a permit from the PMB, subject to conformity to its
port master plan.

Since 1973, when developing long-term master plans, all the PMBs
are required to conform to the national port policy and planning stan-
dards as laid down by the MLIT. To reflect views of local community,
including fishery cooperative associations, the PMB has to make public
a draft master plan for their comments. A lengthy process of consensus
is also required with concerned internal departments as well as minis-
tries of the national government. Such consensus, however, is a key to
success when it comes to implementation. Finally the PMB should refer
its plan to the MLIT. Under the Act, the MLIT has to review it with
consultation to the Transport Policy Council, but can only make re-
commendations to the PMB for revision when considered necessary.

To construct port facilities, a cost sharing scheme is applied between
the national and local governments. The scheme of grant and subsidy
covers breakwaters, channels, port roads and terminal facilities. Ports
are basically of tool-port type where both infra- and super-structure are
provided by the PMB, leaving terminal operations to private companies.
As such, the PMB also provides cranes and transit cargo sheds, which
are funded by issuing local bonds and recovered with user charges. As
for the cost of land reclamation, it is also funded by the PMB's bonds
and recovered through the sale proceeds of the reclaimed lands. For the
financial point of view, the port management in Japan does not seek for
profit, resulting in unpopular arguments over the devolution of the
PMBs (Stevens, 1999, chap. 8).

4. Historical evolution of the national port policy

4.1. The dawn of containerization

When containerization started in Japan in the late 1960s, two fun-
damental issues arose. First, as needs for container terminals surged so
rapidly, both the national and local governments could not afford to
finance timely development of terminals. Second, containerization
forced both governments to change the traditional common-user
terminal system to a dedicated-user terminal system. In Japan, at that
time, it was not allowed to lease any publicly owned terminal for ex-
clusive use of a single user. Therefore some new scheme had to be in-
troduced. In 1967, the International Marine Terminal Corporations
(IMTCs) were created with capitals provided by the national govern-
ment and relevant PMBs, one each for the bays of Tokyo and Osaka. The
IMTCs constructed container and conventional liner terminals to lease
to shipping lines and terminal operators, with both its own capital and
terminal users' funds as well as the government's loans. It was the first
time in Japan that a system of funding terminals with user charges and
loans was introduced. More importantly for the theme of this paper, a
revolution took place in terms of port cooperation. It was the bay-wide
management of container terminals with collaboration of all major
ports of the respective bays, though led by the national initiative of the

IMTCs. The ports of Tokyo and Yokohama worked together with the
IMTC for terminal development in the Tokyo Bay, and Kobe and Osaka
in the Osaka Bay. It was the first formal port cooperation in these large
bays. During this period, however, reflecting a serious shortage of
container terminals, the bay-wide management of terminals focused on
construction itself rather than operations.

4.2. Dissolution of IMTCs into local container terminal corporations

In 1982, following a national policy to decentralize national cor-
porations, the IMTCs were dissolved, transferring all their assets as well
as responsibilities to newly created four local container terminal cor-
porations (LCTCs), which were set up respectively by individual PMBs
of the two bays. By that time, a total of 33 berths for container term-
inals were developed by the IMTCs, leased out to shipping lines as their
dedicated terminals. It was then considered that the national port policy
should shift its emphasis from construction to operations in order to
enhance terminal productivity to handle increasing container traffic at
the terminals built by that time. Also as the IMTCs were all financially
in good shape, the PMBs were never concerned about any financial
problem of the LCTCs.

Unlike the IMTCs, however, the LCTCs were required to maintain
and develop terminals all with loans provided by the national and local
governments as well as those from the market. Gradually, they came to
face financial difficulties, resulting in delays in developing deep water
terminals for unexpectedly appearing Post Panamax container vessels.
As a matter of fact, in the middle of 1980s when US Line built 4,180
TEU vessels, many thought container vessels would not become any
larger. On the contrary, however, following APL building the first Post
Panamax in 1988, most of shipping lines started deploying over-pa-
namax vessels in early 1990s. Major ports in Asia quickly responded to
this change, developing timely new deep water terminals, but Japan
failed to do so, finding no such deep water terminals available in 1995.
This caused policy makers as well as industry leaders a serious concern
of being behind major ports in Asia and losing the position of a regional
hub which Japanese ports had been enjoying up to that time.

As far as port cooperation is concerned, the bay-wide port colla-
boration for container terminals led by the IMTCs was discontinued.
Despite the original policy of shifting the emphasis towards the effi-
ciency of terminal operations, the LCTCs were unsuccessful as they
were not powerful enough in the market to be able to negotiate with
shipping lines individually. Worse even, their corporations were rather
too small to retain and expand necessary management skills and ex-
pertise internally, so that they could not work out their own effective
strategies to tackle issues of terminal productivity.

4.3. Creation of privatized bay-wide port companies

The rate of containers transshipped at Busan, Korea, on Japan-US
and Japan-Europe trade routes was jumped to 15.6% for 2003 from
5.4% for 1998. Following a recommendation by the Transport Policy
Council, a new national port policy was launched in 2004, which aimed
at reversing this trend of transshipment. In order to enhance the com-
petitiveness of Japanese major ports, the new policy set two goals; (1)
cutting down port charges and terminal costs by 30%, and (2) ex-
pediting formality procedures for port use down to about 1 day. To this
end, a priority measure was taken to bring about the scale economies in
terminal operations by consolidating terminal operators to form up an
operator running a larger container terminal, at least consisting of three
consecutive berths. Another priority measure was to promote a single
window of port information system to process all the formality appli-
cations, and also open up the major ports 365 days and 24 hours.
Although several consortiums of terminal operators were established at
the major ports, and deep water container terminals were developed,
the first goal was not fully materialized (Kawasaki, Terada, & Tezuka,
2015). On the other hand, the second goal was nearly met especially

S. Inoue Research in Transportation Business & Management 26 (2018) 45–55

49



with a great success in the nation-wide port community system, com-
bining the port application processing system, Port-EDI, and the cus-
toms clearance system, Sea-NACCS.

Yet the transshipment of Japan's long haul containers at foreign
ports continued, climbing up to 18% in 2008. The number of port calls
by trunk line services was also declining, from 120/week for 1998 to
80/week for 2008. Therefore, the government was compelled to launch
another port policy, called “Strategic International Container Ports
(SICP)” in 2010 (Kuroda, Okada, & Kimata, 2014). Goals set for this
time were (1) to bring down the transshipment rate to a half of the
present level by 2015, and (2) to capture the Asian countries' containers
for transshipment at the Japanese major ports by 2020. Major ports
were then invited to submit their strategy proposals to achieve the
policy goals for the review of the Transport Policy Council. As a result,
two groups of major ports were selected and designated as the SICPs,
namely the Keihin Port formed up by the ports of Tokyo, Kawasaki and
Yokohama in the Tokyo Bay, and the Hansin Port by Kobe and Osaka in
the Osaka Bay (Ministry of Land, Infrastructure, Transport & Tourism,
2014).

In 2011, the Act was fully revised to implement this new policy. One
of significant changes introduced is to set up a bay-wide port man-
agement company, one each for the two bays. Institutionally, this was
meant to first privatize the existing LCTCs and then merge into a single
bay-wide company. In a sense, one could say that it is a return to the
IMTCs dissolved 30 years ago. Bay-wide cooperation among the major
container ports came back, and more importantly for this time with a
strong emphasis on terminal management for efficient operations. As
part of this policy, another emphasis was made to develop efficient
hinterland connectivity, not only improvement of infrastructure but
also that of logistics systems to/from the SICPs.

5. Port alliance of Kobe and Osaka

5.1. Ports of Kobe and Osaka

Since ancient times, the Osaka Bay area has long been the center of
the country, politically, economically, and culturally. Today it has a
population of about 20 million and roughly 17% of the nation's GDP. As
such, the history of both Kobe and Osaka ports is traced back to the 5th
or 6th century. In 1868, when Japan reopened its door to the world
after its national closure over 300 years, both ports were designated as
open ports to international trade. Since then, they both have undergone
remarkable development through the various phases of modernization
and expansion. Even before the World War II, a complex of heavy in-
dustries such as steel-mill, oil refinery, chemical processing and ship
building were already developed at both ports. Today they serve as the
gateway of the western Japan as a comprehensive port, handling a wide
range of cargos, from container to bulk, and also from international to
domestic trade. At the same time, both ports carried out similarly the
unique development of large-scale manmade islands for port-urban
mixed uses, such as Port Island and Rokko Island in Kobe, and Saki-
Shima and Yume-Shima in Osaka.

In 2015, the ports of Kobe and Osaka handled cargos of 97 and
74million tons, respectively. Kobe is slightly more international trade
oriented than Osaka with the share of international trade being 53% for
Kobe and 47% for Osaka. As for foreign trade containers, Kobe and
Osaka respectively handled 2.1 million and 2.0 million TEU, totaling to
4.1 million TEU. While the total international container throughput of
Japan was 17.3 million TEU in 2015, Tokyo came first with 4.2 million,
Yokohama second with 2.5 million, and Nagoya third with 2.5 million,
making Kobe fourth and Osaka fifth. These top five ports handled 77%
of the national total.

Kobe has eight container terminals with water depth of 13–16m
and a total length of 3,950m, while Osaka has nine terminals with
water depth of 13–16m and a total length of 3,200m. In other words,
an average container terminal of both ports is as short as 420m in

wharf length, handling only 270,000 TEU per year. This is not just the
case with Kobe and Osaka, but rather common for the top five container
ports in Japan. It is mainly due to a number of shipping lines, large and
small, trying to lease their own dedicated terminals, which leads in turn
to many small terminals run by small operators.

With respect to container shipping services in 2015, there were two
calls/week for Europe only at Kobe, eight for North America (Kobe 6,
Osaka 2), 58 for China (Kobe 28, Osaka 30), and 74 for other Asian
counties (Kobe 40, Osaka 34). Trunk line container services mostly call
at Kobe with only two weekly calls for North America at Osaka,
whereas those for Asian countries call at both ports almost evenly.

5.2. Forming up the alliance

Since the late 1960s, several forms of bay-wide collaboration among
the ports in Osaka Bay have been made, aiming at developing their
ports in a harmonized way, spatially and environmentally. In recent
years, as competition with ports of other East Asian countries has be-
come fierce, the bay-wide cooperation has widened its scope from
physical port development alone to include terminal efficiency and
user-friendliness. For instance, in 1998, compulsory pilotage require-
ments at Kobe were lightened to the same level as Osaka. In 2005, the
two ports jointly set up an advisory group for global logistics strategy
with participation of national agencies, port industries, shipping lines,
shippers and academia. Based on their recommendations, in 2017, port
entry fees were cut half for ships entering multiple ports of the bay. In
response to such port collaboration, the national government changed a
collecting system of both ordinary and special tonnage taxes chargeable
to ocean-going vessels from collecting every time they enter a port of
the bay to collecting once at entry to the bay, resulting in a significant
tax discount.

Nevertheless, the cities of Kobe and Osaka did not stand at exactly
the same position on the alliance of both ports. Cooperative actions
made up to then were considered as the ‘Shared-supply’ type alliance of
the Dussauge and Garrette definition, as both ports continued com-
peting in the bay for the same hinterland. Kobe mayor who was much
proud of a long history of having developed the port in its own way was
not willing to merge the two ports. Osaka mayor, on the other hand,
who was a well-known advocate for higher efficiency through wider-
area administration was obviously keen to merge them. Therefore,
without the initiatives of the national government with the SICP policy,
it would have been quite difficult, if not impossible, to see the alliance
of Kobe and Osaka, which is considered as the Quasi-concentration
type. In particular, financial incentives to be provided by the national
government under this policy were attractive enough to have the two
mayors shake hands as they thought the incentives helped a lot their
LCTCs suffering from the huge debts accumulated over the years.

In March 2010, the two ports formally submitted their joint pro-
posal to the national government, and were selected as a SICP in August
that year. In October next year, their LCTCs were privatized respec-
tively, which the two mayors agreed to merge in June 2014. As a result,
in October 2014, a new company called the Kobe-Osaka International
Port Corporation (KOIP) was jointly established. One month later, it
was officially designated by the national government as a port man-
agement company under the revised Act. Throughout this process, po-
litical parties of both cities were fully supportive, just because they
believed forming up the KOIP would boost their ports and local
economies, welcoming the prioritized financial support from the na-
tional government. Local port industries were also supportive to this
move as they expected terminal lease rates would likely be lowered by
the KOIP.

5.3. The mission and business scope

The government policy to set up a bay-wide port management
company intended to (1) effectively develop terminals without
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duplication, (2) respond more flexibly to market needs and changes, (3)
strengthen bargaining powers to shipping lines, and (4) provide more
choices of port services with shippers. The articles of incorporation of
the KOIP lists up its businesses together with its mission (Kobe-Osaka
International Port Corporation, 2014). Its mid-term business plan states
that the company aims at contributing to the furtherance of the
economy of western Japan and the improvement of citizen life through
strengthening physical distribution functions and international com-
petitiveness of the ports of Kobe and Osaka (Kobe-Osaka International
Port Corporation, 2017). In particular, it stresses (1) integrated man-
agement of the two ports, making the most of synergy, (2) provision of
higher quality services, fully satisfying port users, and (3) maintenance
and expansion of international trunk line container services. To this
end, three pillars of strategies are set out; (1) reaching out customers in
wider areas of the hinterland and inviting beneficial cargo owners to
locate their logistics facilities in the ports, (2) making the terminals
more efficient and innovative, and (3) responding strategically and
effectively to needs for terminal operations and risk management.

The company leases terminal infrastructures from their respective
owners, the national government, city governments and the two LCTCs.
The privatized LCTCs are still in existence merely as the terminal asset
holding company of the two ports. Having installed ship-shore cranes to
terminals, the KOIP leases them out to private operators. As for existing
shallow water terminals developed and owned by the LCTCs, the na-
tional government buys them up for renovation into deep water term-
inals with earthquake-resistant structure, and then lease back to the
KOIP. Maintenance works of the terminals are contracted out to the
KOIP by the respective owners. When it comes to port planning, the two
cities as the PMBs remain responsible for the long-term planning of
their respective ports, while the KOIP is given a right to make a pro-
posal to both cities as far as terminals are concerned. Planning functions
of the company is rather limited only to terminal facilities, operations
and productivity, but covers logistics system for the hinterland, far
beyond the boundary of both cities. The company also undertakes
marketing activities, coordinating all parties involved such as the two
cities, the LCTCs, local port industries and port users.

5.4. The organization, financing and decision making

The company's executive board consists of 11 members as of August
1, 2017. The executive chairman is the immediate former president of
Kobe Steel Ltd., who was the former president of the Kobe LCTC, ap-
pointed by the city of Kobe when privatized. Similarly, the president is
a former executive of Nomura Securities Co., Ltd., who was the former
president of the Osaka LCTC, appointed by the city of Osaka when
privatized. Three vice presidents are former officials of the national and
two city governments. Other board members are two incumbent heads
of the respective port departments of both cities, two executives of port
industry, one each from a stevedoring and a shipping company, and two
auditors. As of March 2017, it employs 91 staff, including 18 seconded
from both cities.

Its capital is Yen 730 million ($7.3 million at $1/Yen100), of which
the share of the national government is 34.2%, Kobe city 30.8%. Osaka
city 30.8%, and three banks 4.1%. Periods of lease contract with
shipping lines and terminal operators are varied with an average of
10 years. The contract amounts are fixed regardless of annual cargo
throughput, with no guaranteed annual minimum of cargos. In 2016,
the company recorded its operational revenue of Yen 12,600 million
($126 million), and operational expenses of Yen 12, 000 million ($120
million), resulting in operational profit of Yen 600 million ($6 million)
and overall profit of Yen 400 million ($4 million). During the same
period, Yen 3,800 million ($38 million) was invested in the renewal of
ship-shore cranes and improvement of other facilities.

While the shareholders meet annually, the executive board is au-
thorized to take decision on day-to-day operations, including selection

of terminal lessees and signing of lease contracts. Although it is not
spelled out any decision must be agreed upon by the two board mem-
bers from both cities, it is a working practice to consult with the two
cities in advance. Compared with the 1st Business Plan for 2014 to
2016, the 2nd Business Plan for 2017 to 2020 sets up more specific
goals such as adding new 5 loops for international container services,
and 10 loops for domestics container feeder services. Also an invest-
ment of about Yen 12,000 million ($120 million) is planned to upgrade
ship-shore cranes. Yet, the KOIP is not as free as a private company, but
is required to comply with the city's regulations and is subject to both
cities' auditing. Nevertheless, the two top executives from private
companies put a great emphasis on business-oriented management of
the KOIP.

5.5. The main strategies and undertakings

An obvious effect of the synergy is cost saving with economy of
scale. For instance, through packaging procurement contracts for ship-
shore cranes of the two ports and multi-year contracts for the main-
tenance of yard pavement. Also introducing a preventive maintenance
system to the terminal complex of both ports is expected to bring about
another significant savings in the life cycle cost of equipment and fa-
cilities. As for infrastructure, what the company considers most pressing
is to upgrade existing old terminals to those capable to efficiently and
safely accommodate larger container vessels.

As for measures to improve terminal efficiency, the company is now
tackling on (1) developing a port community system to provide all in-
formation essential to smoothly bringing in and out containers, a new
system to expedite gate processing, and the innovative use of big data
on terminal activities, (2) mitigating congestion at terminal gates
through extending open hours with a range of supports to operators and
users, (3) consolidating terminals in response to reforms of carrier al-
liances. Already three parking areas are developed for trucks awaiting
their turn to the terminals and some more to come at both ports.
Compared with other ports in Japan, however, information systems for
both ports are surprisingly not well developed. The company sees a lot
of rooms for improvement in this respect. From 2018, therefore, they
will start a trial to collect truck running data from their digital tacho-
graph and their locational GPS data, and send back more useful in-
formation on road congestion and alternative routing to truck drivers
and despatchers.

Enhancing the hinterland connectivity is another key area of their
strategy. The first priority has been given to strengthen feeder services
between Kobe-Osaka and local ports in western Japan, especially along
the Seto Inland Sea (Shinohara, 2017). To encourage coastal shipping
lines to open up new services and/or increase their service frequency,
the KOIP started to provide financial incentives in October 2014, which
are mutually funded by the company, the two cities and the national
government. As a result, the number of calls made by coastal feeders at
Kobe-Osaka increased by 45% to 99 calls/week in February 2017 from
68 calls/week in April 2014. Ports connecting to Kobe-Osaka also in-
creased in number from 24 to 27 during the same period. Also helping
logistics providers and manufacturers develop their terminals in both
ports is one of the three pillar strategies. Both the national and two city
governments provide financial support and tax discount to development
of logistics facilities. While a one-stop website was launched for those
interested in locating their facilities in the two ports, however, sig-
nificant outcome is yet to be seen.

6. Realities and challenges

6.1. From compromise to strategic management

As revealed in the forming up process of the port alliance, the KOIP
is a product of compromise between retaining the autonomy of the two

S. Inoue Research in Transportation Business & Management 26 (2018) 45–55

51



cities as the PMBs and promoting the collaborative management of
their container terminals. In fact, due to this trade-off decision, the two
port cities were not fully prepared to integrate their terminal manage-
ment. Under the circumstances, the national government seriously
concerned about the continuing decline of international competitive-
ness of Kobe and Osaka pushed them to form up the port alliance with
financial incentives to be provided under the banner of the SICP policy.

Why did not the two ports take a more straightforward form of port
alliance like Seattle and Tacoma? In the case of the NWSA, where the
two ports agreed to share costs and risks involved, Seattle and Tacoma
came to equally recognize the common threat from the Canadian ports,
having lost consistently their market share in the Northwest region.
They chose to set aside a politically tough issue of merging the port
authorities, instead retaining them and creating a new entity specia-
lized in the management of cargo terminals. This is the same with the
KOIP, as Kobe and Osaka also retained their port authorities, the PMBs,
and merged their LCTCs into a new company for the port alliance. On
the surface, they look similar each other, but quite different in policy
and mechanism. Two distinctive factors inherent in the respective port
governance models in Japan and US appear to have divided the two
alliances.

First, the port authorities of Seattle and Tacoma are both established
as a subdivision of the State of Washington, Port District, with provi-
sions of the State's law. Accordingly, they are independent from both
cities and the State as a corporatized entity in pursuit for financial self-
sufficiency, though authorized to collect tax. They are managed by a
board specialized in port affairs and a team of port professionals. On the
other hand, the port authorities of Kobe and Osaka are both an internal
department of the city administration with the mayor being the head
thereof. Top executives including the mayor tend to be too busy to fully
appreciate port issues with their mindset generally away from business-
oriented management. As a result, the common threat from the East
Asian countries' ports must have not been understood as fully as Seattle
and Tacoma nor effectively shared among Kobe and Osaka.

Second, as discussed earlier, unlike those in Europe and US, ports in
Japan has a unique dual role, with one being an interface between sea
and land transport, and the other being a multi-use coastal developer
for a port city. As port management is an integral part of city man-
agement, it is rather difficult for a port city to give up its port man-
agement to a third entity set up jointly with its neighbors. Taking it into
consideration, therefore, the SICP policy did not try to integrate the
port authorities themselves, but called for a merger of the existing
LCTCs specialized in terminal management. However, a most serious
problem here is their weakness as corporation. As they were too small
in size and also financially too weak to adequately invest in terminals
and employ a full line up of professionals, they had long suffered from
insufficient capability to carry out their duties properly, resulting in
heavy reliance on the city governments in terms of staffing as well as
financing. Therefore, if the KOIP is a simple merger of the two cor-
porations, there is no guarantee that the port alliance company such as
the KOIP will work as envisaged under the national port policy.

To remain competitive in global market and effectively cope with
on-going carrier consolidation, the management of container terminals
inevitably require a lot of more professional judgement and flexible
action as compared to the general administration. Actually this was one
of main reasons for establishing the LPCTs in 1982 when major port
cities themselves admitted the lack of expertise for terminal manage-
ment. Now that Kobe and Osaka stand up together, the KOIP should not
be just an integration of the two insufficiently staffed port terminal
corporations, but should be created as the center for strategic man-
agement of the container terminals. To this end, the KOIP needs to be
greatly strengthened in terms of autonomy, funding and professional
staffing. Having an annual throughput of over 4 million TEU, the KOIP
should be able to strategically carry out its mission to make the ports
Kobe and Osaka a regional hub for international logistics.

6.2. New challenges

Compared with the past national port policies, the SICP policy is
different in stressing the importance of hinterland connectivity for the
first time. As a result, the KOIP has successfully increased container
feeder connectivity with many local ports particularly along the Seto
Inland Sea. In this respect, the KOIP has preceded the NWSA which is
yet to negotiate with rail companies seeking for more competitive rail
fares and services. However, the undertakings of the KOIP are con-
sidered only effective for a short period as it is totally based on
monetary incentives to coastal shipping and shippers. Just like the
HAROPA is doing, more attention needs to be focused on how to pro-
vide better end-to-end supply chain to customers in the hinterland. It is
therefore of critical importance to develop a set of sustainable strategies
to make Kobe and Osaka more competitive as a logistics hub of the East
Asia region.

A series of changes made in the national port policy over the dec-
ades have created the fragmented demarcation of responsibilities at
major container ports with no body taking overall responsibility for
port management. For the port alliance of Kobe and Osaka, the national
government, two city governments, two privatized LCTCs and the KOIP
are all involved. On top of that, a number of private stakeholders also
work with them, including terminal operators, stevedores, ware-
housing, shipping lines and trucking. Especially the relationship be-
tween both cities and KOIP are not clearly defined in practice with
areas of overlapping responsibility such as planning and marketing. As
a result, while the KOIP has its own business plan on terminal man-
agement, there is no overall business plan for the port complex of Kobe
and Osaka. It is therefore urgently needed to develop a strategic plan
for Kobe and Osaka, providing a clear directions and strategies for the
future, which needs to be worked out together and mutually shared by
all stakeholders. In this exercise, the KOIP staffed with competent
professionals should play a role as the leading planner and coordinator.

Growth of container traffic together with deployment of larger
container vessels is constantly pressing ports to develop new and deep
water terminals. But continuing consolidation of carriers has brought a
totally different dimension into the port management. Carrier alliances
are likely to scrutinize performance of terminals their members used to
lease or call at, and eventually consolidate all their cargos to a single
terminal with their aggressive investment for higher productivity. It
means that unless making the first move, port authorities might lose
their control in developing terminals for the future demands of the
market. This is particularly the case with major ports in Japan, where a
large number of small terminals are leased to individual shipping lines
for their dedicated use. The Kobe and Osaka alliance gives both ports an
opportunity to consolidate such small terminals, taking full advantage
of the synergy. For the NWSA, it is clearly stated in the strategy plan to
reduce the existing container terminals which are considered excess in
capacity (Northwest Seaport Alliance, 2015). At present, two projects
are going on to redevelop the terminals for larger and modernized
terminals, one each for Seattle and Tacoma. In Japan, the fragmenta-
tion of terminals also creates a barrier against new technology such as
yard automation. Due to rapid aging and shortage of port workers,
there is no doubt about introduction of yard automation. Yet smallness
of terminal operations does not justify such investment. As already
reviewed, terminal consolidation was once challenged without success
of substance under the 2004 national port policy, but should be chal-
lenged again now. To this end, financial incentives under the SICP
policy should be used to accelerate terminal consolidation. The KOIP
also should revise the lease contract as a tool for terminal consolidation
(Notteboom, 2007). As a joint port company, the KOIP should be best
positioned to come up with a solution for terminal consolidation ac-
ceptable to carrier alliances of which members lease their dedicated
terminals in Kobe and Osaka.

Another recent change in port environment is an increasing trend of
Japanese manufacturers returning to the home country. In 1990s and
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2000s, many of them moved production base to China and other Asian
countries due to lower labor cost. So-called hollowing-out of domestic
industry has slowed down the growth of container trade of Japan. As a
result, the top 5 container ports recorded an average annual growth of
only 2.2% over the last 10 years, 2005 to 2015. Ports of Kobe and Osaka
grew slightly better than the average, 2.5% and 2.8% respectively,
though still less than moderate. Kobe used to play a key role as a hub
port of East Asia in 1980s and 1990s. Transshipment to/from Korea and
China accounted for as much as 28.5% of Kobe's container traffic in
1993. Although the Great Hansin Earthquake devastated the port in
1995, the transshipment steadily recovered to 21.9% in 2000, then
followed by continuous declines down to only 0.6% in 2010. This is not
because of loss of competitiveness by Kobe, but simply because of
massive port development in Korea and China, enabling their con-
tainers to be directly shipped out from their own ports. Now, due to
wage hikes in Asia, Japanese manufactures are coming back to Japan.
Advance in robotization also is accelerating this trend. Moreover, as the
growing middle and high income group of consumers in China and
other Asian countries overwhelmingly appreciate made-in-Japan brand,
leading companies of consumer good haste to open up or expand their
factories in Japan to meet tremendous surge in demand. These new
trends will certainly boost up container traffic at Japan's major ports,
especially for Asian market. A new national port policy, therefore,
needs to be worked out to address this change without delay, as the
current SICP policy only focuses on long-haul trunk lines of container
service.

To develop efficient end-to-end supply chain for Asian trade, major
ports in Japan should not only improve hinterland connectivity, but
also enhance foreland connectivity. In 2015, Asian trade accounted for
85.6% of the total foreign trade containers of Japan, with North
America and Europe accounting for 8.5% and 3.1%, respectively. In
particular, trade with East Asia (China, Korea, Hong Kong, and Taiwan)
accounted for 69.4% of the total. At present, about 100 loops of con-
tainer shipping services for Japan/China trade call at nearly 40 ports
across the country. However, as shown in Table 2, their average transit
times are far from satisfactory due to lack of direct sailing. For instance,
the port of Tomakomai, the gateway of the northernmost large island of
Hokkaido, needs about 10 days on average to reach Shanghai against
less than 4 days if direct sailing is available. Even larger ports of Tokyo
and Osaka need about 4 days on average against 3 days and 2 days of
direct shipping, respectively. Hakata, the gateway of the southernmost
large island of Kyushu and the closest to Shanghai among the major
ports in Japan, needs as long as about 6 days against 1.5 days of direct
sailing. In the era of global supply chain, it is imperative for the major
ports to provide much faster and more convenient shipping con-
nectivity with the neighboring countries in Asia. For Kobe and Osaka,
the KOIP could work with major shippers in the hinterland to con-
solidate their cargos on the major Asia trade routes, and call for pro-
posals of direct sailing from shipping lines. Similar to the buyer's con-
solidation in concept, this strategy can be called the regional

consolidation or the region based 3PL program, aiming at restoring the
market controlling power of Kobe and Osaka.

In order to make Kobe and Osaka an East Asia logistics hub for value
added activities, large-scale logistics parks also need to be developed in
and around both ports. As the two ports are already fully developed
with not much space left unused, potential areas for advanced logistics
activities would be found in redeveloping port areas of outdated lo-
gistics facilities and excess terminals following their consolidation as
discussed. Both ports should work together to find out suitable port
areas for joint development. Taking advantage of the Japanese port
management implemented as the city administration, it would be quite
straightforward for the two mayors to have all concerned departments
such as port, city planning, economy development and others work
closely for the joint projects. Both cities could set up a joint project
team, in which the KOIP takes part as port logistics experts.

7. Concluding remarks

7.1. Kobe and Osaka port alliance

This paper examined the port alliance of Kobe and Osaka, the first in
Japan and to be followed by the ports of Tokyo, Kawasaki and
Yokohama. With a typology of port cooperation as proposed in this
paper, this port alliance is categorized as those formed up by two
competing ports, and triggered by a common threat to their core
business. However, two distinctive factors inherent in the Japanese port
governance model prevented it from developing into a full-fledged port
alliance. First, port management in Japan is implemented as part of the
general city administration. Second, a port plays a unique dual role of
managing marine terminals as well as developing the city's coastal zone
for multiple-use.

Over the years, bay-wide port cooperation has been popularly ap-
plied in Japan, but until recently it has limited in scope to the co-
ordination of physical development among neighboring ports in the
large bay areas. It is only recently that the port cooperation has ex-
tended its scope to improve terminal efficiency and user friendliness. In
the age of global supply chain, container terminals need to be managed
in a far more professional manner, backed with flexible judgement and
action, to effectively respond to market dynamism. It has been a central
force driving corporatization of port authorities around the world.
Because of the dual role played by ports in Japan, however, it is not
politically nor socially feasible to corporatize the entire port authority,
but corporatizing the terminal management function alone is con-
sidered feasible and even more than ever urgently necessary.

In view of the above, the creation of bay-wide port management
companies under the SICP policy such as the KOIP is considered as a
practical approach to the devolution of port management in Japan. The
port management company therefore should be much more strength-
ened to make it a leading planner and coordinator for strategic man-
agement of terminals. More autonomy and responsibility should be

Table 2
Transit time from Japanese ports to Shanghai (as of January 2016).

Port All services Excluding transshipment Direct service (estimated)

Calls/week Average days Calls/week Average days Distance (NM) Sailing days

Tomakomai 11 9.5 2 7.0 1,422 3.7
Sendai 5 10.8 2 8.5 1,400 3.6
Niigata 13 9.5 4 9.5 1,119 2.9
Tokyo 24 3.8 20 3.4 1,187 3.0
Nagoya 19 5.4 14 4.1 1,048 2.7
Osaka 20 4.4 17 3.3 898 2.3
Hiroshima 12 6.9 4 3.3 740 1.9
Hakata 18 6.3 8 4.1 576 1.5

Developed by author based on Shipping Gazette, January, 2016.
Note: to estimate transit time for direct sailing, an average speed of 16 knot is applied.

S. Inoue Research in Transportation Business & Management 26 (2018) 45–55

53



given to the company. It should never be just a merger of the existing
LCTCs which have been insufficiently staffed and suffered from fi-
nancial difficulties. Although port alliance are often discussed to seek
for synergy effects and scale economies, in the case of Japan, it should
be rather considered as a practical vehicle to corporatize terminal
management while retaining the partner port authorities, which are in
fact an internal department of the city administration.

This paper discussed the alliance of port authorities in the same bay
or region, but port alliance could also be developed among other sta-
keholders of both ports, and also with a port in a different region.
Typically, terminal operators in two neighboring ports could forge an
alliance, either by their own business judgement or prompted by the
two port authorities. Especially, the latter would be applicable to the
case in which the alliance of port authorities is not found feasible. As a
port authority is required to play a more proactive role to develop
better port-centric logistics systems, port authorities in the same region
should jointly look into a strategy to apply the similar approach to a
range of logistics service providers of their ports. It could be an effective
tool to strengthen their access to the hinterland. Another strategy worth
more attention is an alliance with ports in the foreland. As discussed in
the previous section, rather than completely leaving the shipping ser-
vices to the market, when they only offer inconvenient services to the
port customers, the port authority itself could take action to improve
them. For instance, as a means to promote a direct sailing between two
ports, say Kobe and Osaka and Shanghai, these ports could form an
alliance of Joint project type to assist a region based 3PL program as
discussed.

7.2. Some lessons for port alliance

As every country is different from others in port management
system, experiences of Japan on port alliance, especially the Kobe/
Osaka case, might not be fully relevant to other countries. Nevertheless,
at least three lessons could be drawn from this study as follows.

First, the Kobe-Osaka alliance was triggered by a common threat
shared among the competing ports, aiming to be more competitive to
the neighboring countries' ports. However, the market has already
made a step further. Namely, ongoing carrier consolidation together
with deployment of ultra large container ships is likely to accelerate the
selection and concentration of their terminals to specific ports. This is
particularly the case with ports in vicinity which are called by all or
some of their member lines. In this circumstance, the common threat is
internal of the competing ports rather than external. It would then be
shared not just by port authorities but terminal operators as well. In
collaboration with stakeholders of the port communities, therefore, port
alliance of this type is expected to be applied more widely as a strategic
means for port authorities to restore the controlling power in the
market.

Second, the Kobe and Osaka port alliance was formed up with
strong initiatives of the national government. Although the national
government led port alliance is nothing wrong, it could be only work-
able and effective if the national government clearly defines a set of
goals and provides the alliance with a maximum of autonomy. In the
case of Kobe and Osaka, however, these fundamental requirements are
not fully met. Particularly, to secure the autonomy of the KOIP, it is
urgently required to strengthen their financial strength and improve
professional staffing. Otherwise, it would be far difficult for the KOIP to
fulfill the missions as envisaged. Efforts towards the financial robust-
ness and self-sufficiency of any port alliance company, therefore, should
be made as a priority. When designing its institutional setup, this factor
should be always given a full attention.

Third, when the complete merger of partner port authorities is not
feasible, politically or socially, setting up a strategic alliance company
while retaining the port authorities would be a practical and workable
solution. In the case of Kobe and Osaka, as the two port authorities,
PMBs, deal with not only terminal management but also their own city's

seafront development, it is unlikely for both cities to give it up to the
KOIP. Even in a more ordinary case, where a port authority is re-
sponsible for a port as the sea-land transport interface, this approach
would be a practical way to balance public interest in port with busi-
ness-like terminal and logistics management. Moreover, port-centric
logistics strategies easily go beyond a port jurisdiction whereas a pubic
port authority is often restricted in the geographical extent of its ac-
tivity. Therefore, the combination of a joint port company and mother
port authorities could better cope with increasing importance of de-
veloping port-centric logistics systems as the synergy of port alliance.

7.3. Suggestions on research agenda

Although this paper examined the Japanese port governance model
and port alliance, there are much more opportunities for further re-
search. As reviewed, a series of the national port polices were launched
over the recent decades in Japan, but in-depth policy analysis has not
been sufficiently conducted by academic researchers. Especially com-
prehensive evaluation of the port policies from economic and financial
perspectives are awaited. As for the Japanese port governance model,
the duality of role played by Japanese ports seems to have given aca-
demic researchers an impression of excessive complexity. With the
creation of port management company, however, it is time to carry out
scientific and analytical works on this subject. In particular, it would be
meaningful to analyze whether or not the separation of terminal man-
agement from port administration works in reality, and explore ways to
overcome their institutional and political constraints. Needless to say,
international comparative studies on port governance model of Japan
and other counties would help the former advance to a new stage. Apart
from the port policy and governance in Japan, there are many chal-
lenges to study the feasibility of various port strategies, for instance,
terminal consolidation, container shuttle services with ports in East
Asian ports, and development of logistics parks. In connection to the
shuttle services, basic analysis of intra-regional connectivity in East
Asia is much required. Development of compatible data sets among the
countries and also connectivity indexes would be a priority.
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