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ABSTRACT

The study utilizes the interisland transport system

of the Philippines to identify the elements and explain

the major roles they play in the evolution and development

of transport systems. It analyzes the structure of maritime

transport as it relates to the broad framework of spatial

hierarchical relations. A framework for analyzing the

development of a particular transport system is provided.

Special attention is given to the role of institutions in

effecting changes and in the transformation of geographic

space through the adoption of technological innovations

and the implementation of policy directives.

Interisland shipping services in the country has tra

ditionally been provided by the private sector offering a

wide range of shipping services under minimum involvement

by the government. Containerization, introduced in 1976

along major routes proved to be a success and palletized

RO-RO vessels have gained acceptance on the shorter ferry

route~. Although the static transport structure has

remained basically the same, both qualitative and quanti

tative changes have taken place in both the nature and

magnitude of flows.

The interisland shipping industry has experienced

greater involvement by the government over the past two
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It has been proclaimed by legislation as a public utility

industry under the Public Service Act (Commonwealth Act

No. 146) and as amended by Presidential Decree No.1

(Reorganization Decree). Overcapacity, poor safety record

and low service standards resulting from division i~

institutional responsibilities were the major reasons for

regulation. Institutional changes came easy under the

Martial Law regime but it also allowed political favoritism

and the implementation of policy directives which contrib

uted not only to the high costs of interisland shipping

but also to the high prices charged to the users of shipping

services.

The regulated liner sector is dominated by three big

shipping companies. Together with seve~al others, these

companies are organized into a shipping conference which

functions as a cartel in all major and secondary routes.

The operations of the cartel has been supported by the

regulatory regime through policy directives particularly

those which limits competition and the perpetuation of

the exceedingly high rigid tariff.
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I. INTRODUCTION

The role and importance of water transportation in

the Philippines is primarily dictated by its peculiar

geography. The country's fragmentation, its longitudinal

configuration and the mountainous interiors of the major

islands identify the need to maintain vital linkages that

will effect the movement of goods, people and services

between the islands and regions of the archipelago. The

varying levels of economic development of the regions

call for a viable transport network that will contribute

to an overall objective of trade and development.

Maritime transportation is considered as a basic

component in the development of the Philippine economy

because of the constant need for exchange and distribution

of goods and materials .locally and abroad. Water trans

portation provides the cheapest and the most practical

means of moving goods and people from one island to

another. The need for shipping services is even more

pronounced in the country's foreign trade since virtually

all major exporters and importers are wholly dependent

on this transport mode. In 1985, seventy-six percent

of the country's total domestic trade was transported

by ships and more than ninety-five percent of the total

volume of foreign cargoes was carried aboard ocean going

vessels. A significant performance averaging ninety
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percent per annum in passenger traffic was observed for

the period 1981 to 1983. In view of, the slump in both

domestic and foreign trade, however, the Philippine

maritime industry contributed but a small share to the

gross domestic product (GOP) which averaged less than

one percent per annum for the period 1980 to 19851•

Composed of over seven thousand islands and islets

eleven of which primarily constitute the land resource

base of the country and support ninety-seven percent of

the total population in 1980, the interisland maritime

transportation of the Philippines provides direct sea

linkages to ten coa.s t.a.L cities and over a thousand munici-

palities. While road transport is the dominant mode in

the country carrying almost all intra-island traffic,

sea transport carries the bulk of interisland traffic.

About sixty percent of the total domestic trade is

intra-island but about fifty per cent of this is accounted

for by oil movement. The National Economic Development

Authority (NEDA) estimated the national modal split to

be sixty-five percent by road and thirty-five per cent

by sea in ton-kilometers in 1983 2• The National Transport

Planning Project (1980) reports that diversion of sea

traffic has reached an advanced stage and there is little

intra-island .sea traffic left for road to attract.
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Throughout its history, interisland shipping has

generated a pattern of movement defined by distinctive

routes and associated flows over linkages which connect

areas of varying characteristics. Hundreds of ports are

scattered throughout the archipelago but the different

levels of economic development of the islands have evolved

an asystemic distribution of ports of varying significance.

Variation in the ports' cargo throughput reflects the

hierarchical structure of the country's urban centers

and the dominance of the primate city. In 1981, the prime

ports of Manila and Cebu accounted for a little less than

fifty percent of the total cargo throughput of public

ports 3 (35.70 percent and 12.59 percent, respectively).

Five other ports contributed significant shares averaging

four percent of the total traffic. These seven ports

contributed seventy per cent of the total domestic traffic

that passed through public ports 4•

The backbone of the country's distribution system

is a network of regular routes linking Manila to the major

centers in the Visayas and Mindanao. This route-net is

serviced by regular sailing schedules maintained by the

liner sectorS which, in 1983, accounted for thirty percent

of the total domestic cargo. Non-liner operations (tramps

and industrial carriers) cater mainly to the shipping

requirements of private entities. Virtually all private



ports are serviced by non-liner vessels. Other than the

fifty-nine percent s~are in domestic traffic, private

ports handled seventy-~even percent of the total foreign

trade.

4

A survey conducted by the Maritime Industry Authority

in 1983 showed that ~he country's domestic trade was

6serviced by some 4,000 vessels composed of general cargo

vessels (25 per cent), fishing vessels (18 per cent),

barges (18 per cent), passenger/ cargo vessels (14 per

cent) and other vessel types such as bulk carriers,

lighters, ferry vessels and tankers (25 per cent). The

growth of the domestic fleet has been attributed to the

availability of a large quantity of surplus military

vessels during the postwar era and the availability of

cheap secondhand vessels from the Japanese market in

recent years.

The role of water transportation in the country's

economy inevitably gains added significance as the economy

grows and increases in the volume of traffic and the

frequency of movement are felt. More often than not, the

adoption of new transport systems and improved technology

are the immediate responses to accommodate such increases.

According to Chrzanowski (1979), the most significant in

maritime history, is the introduction of unit load

systems7• Of these, the most important is the use of
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containers 8 in handling large volumes of cargo over a

period of time (van den Burg, 1975; von Schirach-Szmigiel,

1979; Hugh Fells, 1980). Containerization offers

advantages which ideally make it preferable to the

traditional mode of handling cargoes (Johnson and Garnett,

1971). However, there are limitations to the system's

efficiency especially if viewed within the context of

developing economies. Some of the apprehensions expressed

by analysts in the field are:

1. Costs involved are complex and total cost is

extremely high (Kendal, 1983; Abrahamson,. 1980;

Couper, 1972).

2. This new technology can be counter-productive

in economic terms if services are poorly coor

dinated, of the wrong type, in the wrong place

or simply underutilized (Hilling, 1983).

3. The tremendous investment requirements in ships,

containers, facilities and shore-based equipments

is aggravated by slow capital recovery. Capital

expenditures of this scale must be at the expense

of other sectors. Moreover, the overall impact on

the development process of this investment can be

negative if the returns on capital are less than
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might have been if invested in some other sectors

of the economy (Gauthier, 1973; Evans, 1971).

4. There is less flexibility in relation to ports

to be serviced due to terminal and back-up

facility requirements. In addition, maximum

utilization is highly selective of routes plied,

i.e., profitable only in routes with equally

high containerizable backload (Gorman, 1978).

5. Substitution between modes creates irregular

and overlapping hinterlands so that ports become

highly competitive (Hayuth, 1982) •.

Although local shipping companies were highly inspired

by the successful containerized operations in international

shipping circles as well as in the domestic operations of

more advanced countries, perceived risks and disadvantages

in unitized cargo operation generated a very cautious

reaction from local operators. But, the adoption of the

new technology became inevitable.

Problem Definition

Liner shipping in the Philippines has traditionally

been characterized by mixed cargo and paS5unger operation.

The core of the fleet is composed of converted secondhand
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breakbulk cargo ships operating on long routes with many

ports of call. The introduction of container services has

changed this feature by reducing the number of port calls

pe~ voyage and shifting high revenue cargo from breakbulk

operation. Among the immediate problems generated by the

process are:

1. Duplication of services and excess tonnage in

major routes because of the tendency to concentrate

operations in a few large ports (Kendal, 1983;

Laing, 1975; Couper, 1972; Carter, 1962).

2. Inadequacy of supporting infrastructures that

results from incompatibility or conflict of

priorities between shipping and port development

efforts (Hershman, 1978; DECO, 1970).

3. Competition among shipping companies is keen. The

.large capital requirement of container operations

results in a declining number of firms that control

an increasing share in the production of shipping

services (Chrzanowski, 1979; stromme, 1976).

4. Pressures generated by these new requirements

of the system are increasingly felt (Alexanderson,

1978; Tozzoli, 1972; Beaver, 1967). Ports in

recent times have themselves been foci of problems

and critical issues with regard to competing
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demands from alternatives land uses and labor

displacement have been raised (US NRC: 1978, 1976).

In the Philippines, the growing tendency to shift

from mixed cargo and passenger operation to pure container

service resulted in a significant decrease in passenger

capacity and in the lowering of standards for passenger

service. In addition, significant indications reflected

a growing concentration in the provision of shipping serv

ices as evidenced by changing vessel ownership, mergers

and dissolution of shipping companies.

When the growth of the national economy is premised

on the development of the regions that compose the country,

both intra-regional and inter-regional linkages carry an

assumed role in the efforts to achieve and sustain economic

growth. This stems from the general notion of some trans

port advantages that accrue to a region (Bird, 1980;

Gauthier, 1973; Belousov, 1964; Brown, 1966; Fromm, 1965)

or through the creation of economic opportunities and

the corresponding responses to such opportunities (Wilson,

1973; Chisholm and Sullivan, 1973; Hoyle and Hilling,

1970). In both cases, options involved usually translate

into -critical transport investment decisions (Hill, 1973)

wherein institutions play major roles. And, there are

serious planning problems, policy conflicts and major



decision dilemmas that address the classic questions of

efficiency, economy, effectiveness and equity.

Object of study and Framework of Analysis

9

The focus of geographic interest in transport studies

is spatial organization. Transportation is viewed within

the context of its organizing function (Hay, 1978;

Robinson, 1977; Eliot Hurst, 1972; Kansky, 1963) and the

consequent levels of interaction generated between areas 9

(Ullman, 1956; Taaffe and Gauthier, 1973; Lowe and

Moryadas, 1975). For example, Alan Hay (1973:1) defines

transport geography as lithe description, analysis and

explanation of spatial patterns in transport phenomena."

And, according to B.S. Hoyle (1973:9), "for the geographer

the chief importance of transport arises from its role

as one of the principal factors affecting the location

and distribution of economic and social activities,

geographers are thus concerned with the changing spatial

structure of transport networks in relation to other

aspects of the landscape, and with factors affecting

patterns of traffic flow."

In 1973, Hay identified three foci of geographic

interest in the study of transportation: (1) the study

of flows and systems; (2) the study of "visible landscape
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forms, networks, routes and terminals"; and (3) the study

of transport/development relation with emphasis on the

impact of transport~tion upon the geography of areas.

A decade after, Hay's (1983:25) review of the contribution

of the sub-discipline to geographic theory covering the

period from 1950 to 1980 noted two major contributions

in the field, namely: "the refinement of existing concepts

and the introduction of some novel concepts." The concept

of accessibility was used as an example of the former while

A. Wilson's (1970) work on the gravity model represented

the latter. In the same review, Hay (1983:26-27)

identified three study areas in which transport geography

may play an important role. These are:

1. Studies that relate to "regional specialization

and regional economic prosperity";

2. Studies which address the "problem of spatial

justice or spatial equity"; and

3. Studies which focus on institutions1 0.

The first area of concern relates to a transport

development relation wherein economic change and regional

growth are expected to occur with the provision of some

transport advantages by which a region can increase its

--- . __._. ---- ---_. -_. --_.- ------------------
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exports or attract industries (Gauthier, 1973). A succinct

argument to this effect is presented by Kraft, et.al.

(1971:1):

••••• it has become axiomatic to say that
growth and the momentum at which it
occurs depend, among other things, on
geography and location of activities.
Within a nation, the development of a
region is directly related to its ease
of access to resources and to outside
markets, or more generally to its
physical position relative to other
regions. Transportation systems are
designed to overcome the frictions
(distances, natural obstacles, etc.)
imposed by geography. As such, they
shape the distribution of activities and
influence the share by which each region
contributes to the national product.

The second area of concern focuses on the general

notion of accessibility and may involve the resolution of

con~ts between "social ideals and space geometry" or

matters relating to the questions of efficiency and/or

effectiveness in the provision of public transport. The

role of institutions in transport phenomena covers the

third area of study. "The study of such institutions in

a geographic context .•. needs to be extended to the study

of transport phenomena" (Hay, 1983:27). Institutions play

a major role in shaping transport policies which are gen-

erally reflected in the improvement of relations in space

as can be seen in the effective reduction in distance,

the continuity of transfer through inter-modality and in
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the adoption of new technology. This perspective seems to

indicate that the above mentioned areas of study are not

mutually exclusive and a better understanding of the subject

may be viewed from the analysis of the dynamics involved in

the formulation and implementation of policies which ulti-"

mately find expression in the existing spatial patterns

and relationships.

The study draws much inspiration from P.J. Rimmer's

(1973, 1969, 1966) port studies and the "hybrid transport

system" (1977). Central to the study is the notion of

dominant development. In a given transport network, the

hierarchy of route systems reflects the broad framework by

which areas of varying character are organized and struc

tured into a system of dominance and competition. With

the adoption of new technology, regional differences and

uneven development are reinforced because modern technology

encourages concentration of resources and emphasizes cen

tralization of functions in favor of developed areas

(Hilling, 1977). In a mixed economy where both public and

private institutions play important roles in the disposition

of economic resources different transport systems evolve.

On the extremes, while one transport system promotes cooper

ative and equitable economic and social development, the

other system promotes competitive and dominant development.

The gradation from both ends results from the degree of
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interplay of various institutions in the disposition of

economic resources. The study is guided by the framework

presented in Figure 1.

Objectives

This study utilizes the inter-island maritime transport

system to analyze the dynamics involved in spatial hierar

chical relations. It evaluates the vital elements that

define the static structure as represented by the transport

network and assesses the nature and magnitude of flows

generated between ports. Both qualitative and quantitative

changes in the elements brought about by technological

innovations are analyzed. Discussions shall focus on the

structure of maritime transport in the Philippines as it

relates to the broad framework of hierarchical spatial

relation. Following are the objectives of the study:

Major Objective

To identify and explain the role of major

institutions in effecting changes and in the trans

formation of geographic space.
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NATIONAL POLITICAL INTERNATIONAL POLITICAL
ECONOMY and ECONOMIC TRENDS

I
NATIONAL POLICIES

I
I

GOVERNMENT NON-GOVERNMENT ORGS.
ORGANIZATIONS PRIVATE INVESTORS

I I
I

IMPLEMENTATION I
I

SP.ATIAL EXPRESSIONS I
I

I
STATIC ELEMENTS I I DYNAMIC ELEMENTSJ

I
ROUTE-NET I NATURE and

MAGNITUDE OF FLOWS

I
HIERARCHY OF QUALITATIVE and

ROUTES QUANTITATIVE CHANGES

I I

I
ISPATIAL DIFFERENTIATION I

I
DETERMINANTS OF

TRANSPORT SYSTEMS

Figure 1 Framework in analysing the development of
transport systems.



15

Corollary Objectives:

1. To identify the role of institutional elements

and explain how it affects the structure of the

Philippine maritime transport system;

2. To analyze the dynamics involved in the adoption

of technological innovations and to explain how

developments in transport technology affect spatial

interaction; and

3. To review existing policies, plans and goals of

the domestic shipping industry of the Philippines

and examine the extent by which these have been

influenced by key institutions.

Data Sources and General Methodology

The three major components of the study include the

geographic setting, the interisland route-net and the

institutions:

1. The Geographic Setting. This component includes the

variation of geographic elements in space and focuses

on the physical base, population distribution, hierar

chy of urban centers, distribution of major economic

activities and the Philippine economy in general.

2. The Interisland Transport Network. Area relationships

are determined by establishing the pattern of movement

--------------
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and examining the nature of interport linkages. This

section is further subdivided into two sub-sections

covering the port system and the interisland route-net.

The section on the port system entails an examination

of port charact6ristics, capacity and traffic in 1981.

The significance of ports in the national economy is

assessed by the specific areas' they serve, the volume

of cargo they handle as well as the types of commo

dities. For purposes of manageability, ports with

annual traffic of 30,000 metric tons and over are

considered. This cutoff figure was estimated to be

within the economic capacity of a typical 60-meter

berth (National Transport Planning Project, 1981).

The section on interisland route-net illustrates the

network identifying major trunklines and feeder routes.

Analysis focused on the variation in route densities

and the associated problems of over/under capacity.

Graphical presentations were made to illustrate the

major trade and shipping routes. A profile of vessels

operating in specific routes supplies information about

the variation in route rated capacities and vessel

characteristics.

3. Institutions. An examination of the direct and

indirect effects of institutions on both the

qualitative and quantitative changes on the static
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spatial structure and the dynamic elements of the

transport system is made. This section also reviews

government policies and goals with emphasis given on

the regulation and control of route capacities, i.e.,

route entry and exit, expansion of existing vessel and

route capacities, and the mode of vessel acquisition.

Specification of Parameters and Data Collection

The nine interisland shipping companies involved in

liner operation are the basic sources of data gathered

through interviews and surveys. Coasting manifests, bills

of lading and traffic reports were used in order to

countercheck the level of accuracy of data in audited or

in published reports. Inconsistencies were corrected by

applying correction factors derived from actual surveys

and original data sources. Although the absolute figures

may not reflect the real absolute values of the financial

data, the relative percent distribution of component items

is assumed to reflect the actual situation and can therefore

provide meaningful indicators in the analysis.

Pertinent information was readily available from

companies that started to computerize data at a much earlier

date. Considerable research on coasting manifests and

bills of lading was required for those companies lacking
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computerized services. Although the precise flows of

container vans were identified, the same could not be said

for the flows of specific containerized commodities. The

availability of this data category would involve the

considerable tasks of going into voluminous cargo manifests

on a per voyage basis. However, this deficiency was overcome

in part by the Philippine Ports Authority's (PPA) statistics

on containerized cargoes for major ports.

The Maritime Industry Authority (MARINA) was the

primary source of data on the wider context of Philippine

shipping activities. The majority of pertinent information

carne from unpublished reports and documents. A number

of recently concluded studies figure prominently in some

sections of this report. Historical data on shipping routes

were adopted from F.L. Wernstedt (1957).

Comparative statistics for the years 1979 and 1983

are used to present the historical development of

containerization in the domestic shipping sector. In

addition, fleet development and traffic flows for both

loaded and empty vans form part of the analysis. The

segregation of containers into transit and local was

available only for the year 1983.

The profiles of the operating fleet for the years

1979 and 1983 were derived from both the records of the

MARINA and the shipping companies. Statistics gathered
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from different sources, government agencies and shipping

companies showed varying figures. It was noted, for

example, that passenger capacities for the same vessels

increased through time by as much as 30 percent. For the

terminal years used in the comparative analysis, the higher

passenger capacity figures were used.

Cross-che~king with other data sources indicated that

published figures were understated by 18 to 22 percent

on a per company basis. Per vessel accounting showed a

wider margin from 6 to 34 percent. Details of the technical

methods employed in the study are given in the appendix.

Analytical Methods

The general methodology used in specific sections of

the study is summarized below:

1. Cross tabulations of specific vessel parameters

and analysis tables are made to present the

structure of the fleet by age, size and type of

service as well as the tonnage distribution by

ownership, type of service and type of operation.

2. Detailed analysis of samples of typical vessels

is made in order to come up with certain vessel

characteristics for use in comparative analysis
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between conventional breakbulk and container

vessels.

3. Changes in the routing pattern are examined by

looking at the deployment of converted container

vessels and the subsequent rerouting applications

of specific companies. Link stratification is

derived by using average route lengths calculated

from Manila and Cebu.

4. Estimate of the total tonnage carried by liners

is derived by segregating traditional bulk and

breakbulk cargoes from the total inbound cargoes

reportep by the Philippine Ports Authority (PPA).

The percentage points applied to each major

commodity group are based on a previous study

by the Maritime Industry Authority (MARINA).

Data on containerized cargo was extracted from

PPA reports.

5. The routing pattern is derived from the actual

routes plied by the core fleet 10 in 1983.

Scope and Limitation

The study is limited to the liner sector of the domestic

shipping industry with special focus on container operations.

The period of study covers a five-year span between 1979
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and 1983. The selection of the study period was prompted

by the following significant events in Philippine maritime

history:

1. the replacement and expansion of the core fleet;

2. the phenomenal growth of container operation; and

3. the availability of comprehensive data on ports

and shipping.

The vessels included in the study are limited to

common carriers, i.e., those that provide scheduled serv

ices on specific trading routes. As of December 1983,

nine companies involved in liner operation comprised the

core fleet of the domestic liner sector. These companies

maintained a fleet with a number of vessels that have

container carrying capabilities and account for 100 per

cent of the total container capacity in the liner trade.

There are 105 vessels involved in this study with an

aggregate capacity of 196,624 DWT. Twenty-two of these

vessels have container carrying capabilities of 4,695

twenty-foot equivalent units (TEUS)11. Container traffic

is concentrated at seven major interport links. Historical

data on containerized cargoes are available from the PPA

beginning 1979. Comprehensive data on container flows

for the years 1979 and 1983 are derived from container

traffic reports of the respective shipping companies.
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Problem areas relating to the validity of the data

are identified. Minor inaccuracies may result from net

additions to the fleet and discrepancies may arise from

the following situations:

1. Change in a vessel's use resulting from shifting

or alternating uses as liner and tramp. Some

vessels operating on franchised runs engage partly

in tramping activities. For example, one company

deploys its container vessels as liners for its

outbound voyages from Manila while on the return

trips the vessels are operated as contract

carriers.

2. Flexibility in changing vessel's utilization from

t · ( . t.a.i . d) 12 tcon a~ner or sem~-con a~ner~ze 0 non-

containerized operation.

3. The practice of maintaining write-offs in the

company's record of operating fleet. This also

includes vessels which are tied up either for

sale or scrap.

4. Dissolution of firms or mergers which were evident

by the last quarter of 1983. At least two big

companies stopped operation by the end of the

year.
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The hypothetical calculation of supply and demand is

not employed because of the inaccuracies that arise from

assumed load and stowage factors, rated capacities, and

operating days. Instead, unused fleet capacity is inferred

from the laid-up tonnage and the practice of mixed

operations, i.e., liner/tramp and container/non-container

operations.

-------------------
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NOTES

1. R.O. Romero (1987) noted the decreasing contribution
of the maritime industry to the country's total GDP
from 0.80 per cent to 0.75 per cent in 1985.

2. The rapid development of road network during the last
fifteen years has contributed to the large share of
traffic over land. This modal split is not likely to
change significantly in the future.

3. Philippine ports are broadly classified as either
private or public by virtue of ownership. Public ports
are further classified by the Philippine Ports Authority
into the following:

Ports of Entry are national ports rece1v1ng both
domestic and international traffic. All ports of
entry are the centers of customs collection dis
tricts and each is provided with a Customs
Collector.

Sub-ports of entry are national ports that also
receive domestic and international traffic but
no customs assigned in the area.

Other national ports are ports that receive purely
domestic traffic. International vessels may also
dock at these ports but permits must first be
secured from the Custom Collector having juris
diction over the area.

Municipal ports are smaller ports for use of local
shipping like fishing boats and small motor boats
plying between municipalities and barrios. Coast
wise vessels may also dock at these ports if
existing facilities warrant.

4. The seven major ports (and their island location) that
account for seventy percent of the total domestic
traffic are: Manila (Luzon), Cebu (Cebu), Davao
(Mindanao), Zamboanga (Mindanao), Iloilo (Panay), and
Bacolod (Negros) •

5. The MARINA classifies the operation of domestic public
water transportation services into liner operation and
tramp operators. By definition, liner operations cater
to the carriage of passenger and/or cargo. Services are
offered indiscriminately to the public. Vessels have
regular ports of call, have fixed sailing schedules and
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sailing frequency and charge fees fixed by the MARINA.
On the other hand, tramp operations offer contracted
services to particular shippers at rates determine by
the availability of tonnage. Tramp vessels have no
regular ports of call. In practice, however, it has
been noted that the border line between the two types
of operation as far as schedule is concerned is not
clear-cut (UN ST/ECA/134, 1970).

There are tramp traders that run on
very nearly regular frequencies and
according to a "time table" which is
known to those who are interested.
Some scheduled services, on other
hand, operate at a rather infrequent
intervals and according to slack
time-table" (p.2)

6. Vessels equal to or greater than 3 GRT were included
in the survey. About 60 percent of the fleet fall
in the 3 to 99 GRT size class and ninety-seven percent
of the fleet are below 1,000 GRT •

7. A unit load is defined as "a quantity of individual
packages palletized or straffed together to create
a single unit for more efficient handling by mechanical
equipment (Mahoney, 1985:191). Unitization is "the
consolidation of a quantity of individual items into
one large shipping units for easier handling "(p. 192).
It also refer to the landing of one or more cargoes
into a single pierce of equipment, such as a pallet
or a container.

8. The International Organization for Standardization (ISO)
defined a freight container as an article of transport
equipment with the following features:

(a) of a permanent character and accordingly strong
enough to be suitable for repeated use;

(b) specially designated to facilitate the carriage
of grades by one or more modes of transport, with
out intermediate reloading;

(c) fitted both devices permitting its ready handling,
particularly its transfer from one mode of trans
port to another;

(d) so designed as to be easy to fUl~ and empty;
(e) having an internal volume of 7 m (35.3 cu. ft.)

or more.
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The general purpose freight container is further defined
as a "a freight container of rectangular shape, water
proof, for transporting and storing a number of unit
loads, packages or bulk material; that confines and
protects the contents from loss or damage; that can
be separated from the means of transport, handled as
a unit load and transhipped without rehandling the
contents" (cited in ESCAP, Handbook of International
Containerization, 1983, p.3).

9. A good review of the sub-discipline is provided by
Hay (1977, 1978, 1983).

10. The study of institutions shall include "formal govern
ment bodies through large corporate entities (firms
and unions) to informal but nevertheless powerful social
institutions" (Hay, 1983:27).

11. The core fleet is composed of vessels owned mostly by
CISO-member companies which account for at least 85
percent of the total domestic liner tonnage.

12. The Twenty Foot Equivalent Unit (TEU) capacity refers
to the equivalent number of twenty foot freight con
tainers that can be carried by a vessel with container
cargo capacity.

13. A semi-containerized vessel refers to vessel with mixed
cargo handling capabilities, i.e., break-bulk and
containerized.
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II. GEOGRAPHICAL BASES OF INTERISLAND
SHIPPING AND TRADE

The fragmented character of the Philippines points

to the necessity of establishing vital linkages between

the islands. A viable transportation system thus becomes

a very important element in the nations economic and social

development where the mobility of people and the movement

of goods and services play the critical role.

Considering the country's heavy dependence on water

transportation basically on account of its geographical

configuration (See Figure 2), the domestic maritime sector

functions to provide effective sea linkages and indirectly

contribute to the productivity of the various regions as

well as to provide for the economical, safe and efficient

shipment of raw materials, commodities and people. Hence,

the sector especially reflects the present vital role of

water transportation in national development by providing

both the basic internal communication and trade connections

to the islands.

Waterborne facilities such as motor ships and other

craft have been the most important and economic means

of transport in the country. Recent statistics indicate

that interisland shipping accounted for about 85 percent

in the transport of coastwise trade.
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Interisland shipping services in the country have been

provided basically by the private sector offering varying

sizes and types of operation with minimal government inter-

vention. In later years, increased government partici-

pation has been noted primarily in the aspects of safety

and service levels as well as in economic regulation
1

•

Historical Development

The Philippine maritime industry has a long history

dating back to the pre-Spanish era when independent commu-

nities comprised the archipelago. Early accounts abound

in glowing descriptions of how the indigenous population

traded not only among themselves but also with neighboring

countries 2• The conditions of trade and commerce during

the period are summarized in the following quotes by

Benitez (1969:224):

At that time, that sea where afloat the
islands like a set of emeralds on a
paten of bright glass, that sea was
everywhere traversed by junks (paraus,
barangays, vintas), vessels swift as
shuttles, so large that they could main
tain a hundred rowers on a side (Morga);
that sea bore everywhere commerce in
dustry, agriculture, by the force of the
oars moved to the sound of warlike songs
of the genealogies and achievements of
of the Philip~ine divinities {Colin).
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The nature and state of the economy at the time of

discovery and conquest are well accounted for. A good

summary is found in Rizal's liLa Indolencia de las Islas

Filipinas" as follows:

All the histories of those first years,
in short, abound in long accounts about
the industry and agriculture of the
natives. Mines, gold-washings, looms,
farms, barter, and naval construction,
raising of poultry and stock, weaving of
silk and cotton distilleries manufactures
of arms, pearl fisheries, the civet
industry, the horn and hide industry,
etc. and, considering the time and the
condition in the islands, prove that
there was life, there was activity, there
was movement.

Local shipbuilding complemented the flourishing trade.

Shipbuilding activities developed as an important industry

sustained by a large supply of boat building materials

produced by the native forest 3• Morga 's 4 description of

the boats used by the natives in both domestic and foreign

trades shows that II ••• ships and boats are many kinds:

for on the rivers and creeks inland they use certain very

large canoes, each made from one log, and the others fitted

with benches and made from planks, and built up on keels.

They have vireys and barangays which are certain, quick,

and light vessels that lie low in the water, put together

with little wooden nails ... they have other larger vessels

called lapis and tapaques which are used to carry their

---- _~- ~~~_---_._-_._---------
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merchandise, and which are very sUitable, as they are roomy

and draw but little water."

The Spanish Period

Critical changes in the local economy occured under

the Spanish rule. This aspect of the economic history of

the Philippines is aptly discussed elsewhere and will

not be elaborated on. Instead, important elements that

triggered changes that relate to the trading pattern that

emerged are identified.

Archival materials have a good deal to say about the

negative impact of the colonial administration on the

local economy.5 Elements that militated against the growth

of industries and commerce prior to the opening of the

country to the world market in the nineteenth century heve

been identified. 6 What Benitez7 (1969) called 'causes' of

economic retardation were actually the results of the

collusive superimposition of a colonial rule through the

administration of the encomienda system. 8 The new order

altered the existing economic and social structure and

consequently developed a "society ruled by the landlord

class composed of the colonial officials, the Catholic

religious orders and the incoporated local puppet chiefs"

(Guerrero, 1979:6).

- -- - ---- - ------------------
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Significant changes and events in the history of

the Philippine maritime industry reflected the new order

that evolved. Most notable was the reduction in internal

trading activities due to the restrictions imposed nol only

on trade but also in communications between the villages.

Although later ordinances allowed freedom of commerce

between villages and provinces, the "spirit of restriction

predominated" (Benitez, 1969:182). In Morga 's
9 accou~t

we find:

The natives are free to move ••• But
on the other hand, they may may not
move from places having instruction
to without it ••• In this respect, the
necessary precautions are made by the
government, and the necessary provisions
by the Audencia, so that the system may
be kept, and so that all annoyances
resulting from the moving of the settled
natives from one place to another may be
avoided. Neither are the natives allowed
to go out of their village for trade,
except by permission of the governor
or of his alcalde mayores and justices,
or even of the Religious.

Trading activities became the concern of the ruling

class. Despite the decrees and ordinances that prohibited

government officials from engaging in trade, many took

advantage of their position "as a means of gaining profits

in trade" (Benitez, 1969:182). Thus, Morga'S 1 0 report on

the condition of the Philippines showed that "it is not

advantageous for these alcalde-mayor and corregidors or
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their assistants or friends to receive the royal collec

tions for they perpetrate the numberless frauds and cheats,

both against the royal treasury and against the Indians;

and there is no remedy for this, as they themselves

administer justice. They hold collection in their

possession for a long time trading with them, and the

royal treasury is the 10ser. 1I

Such illicit activities were not limited to govern

ment officials but were also a common practice among the

clergy". In addition to the reduced participation in

trade by the natives and the consequent diminution of

trading activities, another important element that

triggered significant change in the nature of shipping

and trade was the full attention given to the galleon

trade by the Spanish authorities. Manila thence became

the center of transhipment activities and an important

trade depot in the Orient. Imported goods formed the bulk

of commerce and this generated a negative impact on local

industries. The shipyards of the galleons became centers

of abuse and exploitation as large number of the local

population were compelled to cut wood, work in the ship

yards and serve as seamen aboard the galleons. The impact

on the local population was evidenced by the neglected

farms and the diminution of the population as six to eight

thousand men are assembled for the task of going to the

------ - ---- -------



mountain and cutting wood. 1 2 And with regards the

shipbuilding industry:13

The Filipinos have retrograded; since,
although boats are now built in the
islands we might assert that they are
all after European models. The boats
that held one hundred rowers to a side
and thirty soldiers have disappeared.
The country that once with primitive
methods, built ships of about 2,000
toneladas, today (1890) has to go to
foreign ports, .as Hongkong, to give the
gold wrenched from the poor, in exchange
for unserviceable cruises ••• There
scarcely remains in memory anything but
the name of all that naval architecture.
It has vanished without modern improve
ments having come to replace it in such
proportion as during past centuries
has occurred.

The imposition of an embargo on trade by the middle

of the the sixteenth century effected a change in the

trading pattern. The pattern that evolved primarily

consisted of feeders and consolidation points where "the

natives carried their small interisland trade by means

of primitive sailing craft and the Spaniards sent their

crazy little steamers wandering in and out among the

islands picking up the products of the country as

opportunity offered and carrying them to Manila, Cebu

and Iloilo, where they turned over to the exporting

houses" (Wernstedt, 1957:8).

34
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Another change occured with the lifting of the embargo

and the consequent opening to trade of the ports of Manila

(1834), Zamboanga (1855), Iloilo (1855), Sual (1855), and

Cebu (1860). The domestic shipping routes that developed

were trigggered by the drive towards increased production

of export commodities. Hence, expansions in foreign

commerce served as stimuli to the growth of interisland

shipping. A number of shipping companies were formed and

notwithstanding the "seeming lack of integration of ships

and shipping routes, a few companies began scheduled

operations" (Wernstedt, 1957:11). The forerunners of

the modern interisland ship operators which .began

operations in the latter part of the nineteenth century

are listed in Table 1. The four major shipping routes

that had been established are given in Table 2.

The American Rule

The transition from Spanish to American rule 1 4 was

marked by a virtual stop in interisland commerce. In

the subsequent Filipino-American hostilities that

developed, interisland shipping and trade was once again

restricted when the United States military authorities

forbade "commercial intercourse between any but the

U.S.-controlled interisland ports of Manila, Iloilo and
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Table 1

Major Interisland Operators: 1898

Company No. of Vessels capactty
(steamers) (Tons)

Compania Maritima 28 25,000
Ynchansta and Co. 2 1,000
Dela Rama and Bros. 3 500
Armstrong and Sloan 3 400

Total 36 26,900

Source: Wernstedt, F.L. (1957)

Table 2

Major Interisland Routes: 1898

Route

I. North Luzon Line

II. South Luzon Line

III. Southeast Line

IV. Southwest Line

Ports of Call

Manila, subic~ Olongapo, Bolinao,
San Fernando, Caoayan, Currimao
and Aparri

Manila, Batangas, Calapan, Lagui
manos, Pasacao,Donsol, Sorsogon,
Legaspi and Tabaco

Manila, Romblon, Cebu, Cabalian,
Surigao, Camiguin, Cagayan de
Oro, Iligan, Bais, Dumaguete
and Iloilo

Manila, Iloilo, Zamboanga, Jolo,
Isabela, Bongao, Siasi, Tataan,
Parang, Cotabato, Glan, Dayas,
Lebak, Mati and Sta. Maria

Source: Wernstedt, F.L. (1957)
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Cebu" (Wernstedt, 1977:12). Interisland shipping became

a government concern with Coast Guard vessels operating

on eleven major routes on monthly and bimonthly schedules

(See Table 3). These routes were later subdivided into

twenty-one integrated routes which were advertised for

private bidding on March 1906. All routes were awarded

to private shipping companies except the Palawan runs

where trade was deemed insufficient to attract

non-government shipping. Route contracts were renewable

and covered a period of five years. The history of the

free transport of mail via domestic vessels had its origin

in this event. The bidders were obligated to transport

mail free of charge but were given an annual subsidy of

P219,357.40 pesos ($109,678.70). This amount was gradually

reduced and finally discontinued in 1925 but the practice

of carrying mail free of charge lasted until 1982.

By the late 1930s, the network of domestic shipping

routes included all important ports of the archipelago

(See Figure 3). The main centers of interisland trade

then were: Manila, Aparri, Legaspi and Jose Panganiban

in Luzon; Cebu and Iloilo in the Visayas and Zamboanga,

Davao and Jolo in Mindanao. Wernstedt's (1957) estimate

of the interisland vessels that serviced regular trade

routes during the prewar era numbered 3,483 vessels with

an aggregate net tonnage of 154,523 tons (See Table 4).
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The second World War had far reaching consequences

in shipping and trade. Other than the serious interruption

of both foreign and domestic trades, the interisland fleet

was virtually destroyed and one major task in the new

era of political independence that followed was to build

up the decimated fleet.

If there was anything to gain from the war it was

the availability of a large supply of tonnage. Fleet

build-up began with vessels coming mostly from the large

military surplus ships. By 1954, one hundred and

twenty-five vessels acquired mostly through the Foreign

Liquidation Commission comprised the core fleet. "Fifty

two of the core fleet are of the small inshore freight

type (FS) and they are the most numerous interisland

vessels. Seven C-1 type freighters are u~der lease from

the U.S. Maritime Commission. The remainder of the fleet

is composed of converted YMS minesweepers, landing craft

(LCTs), seli-propelled barges (YFS) and small freight

ships (F)1t (Wernstedt, 1957:21).

Seventy-five of the one hundred and twenty-five core

vessels were owned and operated by six leading companies,

namely: Philippine Steam Navigation Company (including

Aboitiz Shipping Corporation), Compania Maritima, Madrigal

Shipping Company, General Shipping Company, William Lines
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Table 3

Major Interisland Shipping Routes: 1906

Route

I.

II.

III.

IV.

V.

VI.

VII.

VIII.

IX.

X.

XI.

Ports of Call

Manila, Iba, Bolinao, San Fernando,
Candon, San Esteban, Vigan, Salomague
Laoag, Aparri
Manila, Batangas, Lucena, Boac, Pasacao,
Sorsogon, Calbayog, Catbalogan, Tacloban,
Surigao
Manila, Coron, Culiopn, Halsey Harbor,
Cuyo,Iloilo, Puerto Princesa, Balabac,
Cape Melville
Manila, Coron, Culion, Halsey Harbor,
Cuyo, Iloilo, Puerto Princesa
Manila, Lucena, Masbate, Sorsogon,
Matnog,Legaspi, Virac, Tabaco, Nueva
Caceres, Pandan, Daet, Atimonan, Mauban,
Binangonan,Polilio, Baler, Casiguran
Manila, Romblon, Capiz, Iloilo, Bacolod,
Conception, Calibo, Pandan, Bugasan,
San Jose, San Joaquin
Cebu, Poro, Bogo, Escalante, Tiburan,
Bais, Balamban, Toledo, Vallehermosa,
Barili, Oumanjug, Tayasan, Bais,
Dumaguete, Oslob,Tagbilaran, oalaguete,
Argao, Cebu
Tacloban, Carigara, Caibiran, Naval, San
Isidro, Villaba, Palompon, Ormoc, Cebu,
Baybay, Hindang, Hilongas, Maasin,
Liloan, Cabalian, Hinunangan, Abuyog
Tacloban, Catbalogan, Calbayog,
La Granja, Catarman, Laguan, Oras,
Borongan, Guian, Balangiga
Zamboanga, Tucuran, Cotabato, Davao,
Mati, Zamboanga, Jolo, Siasi, Bongao
Cebu, Dumaguete, Dapitan, Oroquieta,
Iligan, Misamis, Camp Overton, Cagayan,
Mambajao, Surigao
Manila, Calapan, Romblon, Masbate,
Cebu, Dapitan, Zamboanga, Jolo

Frequency

semi
monthly

semi
monthly

monthly

monthly

monthly

semi
monthly

semi
monthly

monthly

monthly

monthly

semi
monthly

semi
monthly

Source: Report of the Philippine Commission, III (1906)
in Wernsted (1957).
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Table 4

Interisland Fleet: 1940

Type of Vessel Number of
Vessels

Registered
Net Tonnage

35,689
598

16,837
7,881

66,839
26,669

62
28
98

820
960

1,515

steamer
steam Launches
Motorships and Schooners
Launches, Boats, Motor Bancas
Scows, Lighters, Barges
Sailing Boats

Total 3,483 154,513

Source: American Trade Relations, "Report of the
Technical Committee to the President of
the Philippines", 1944, p. 212 in F. L.
Wernstedt (1957).

and Carlos A. Gothong Lines. Many of these vessels

constituted the core fleet at least until the mid-1970s

when the domestic shipping companies embarked on their

respective replacement programs.

The entry of Philippine products into the world market

generated increased commercial activities. The rapid

development of land transportation in Luzon strengthened

the position of the port of Manila as the major distri-

bution center in Luzon. While the important ports in

the past gained added significance, new ports developed

as the ensuing network evolved (See Figure 4). The process

simply reflected what Brookfield (1976) called tldominance

relationship" as reflected in the ports' spatial histories.
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Interisland Shipping and Trade in Recent Years

The Philippine interisland water transportation is

extremely favored by two geographic elements: (1) the

short distances between ports and, (2) the sheltered waters

to be navigated (van Diense, 1964). Hundreds of ports

are scattered throughout the archipelago and their

importance vary with the levels of economic development

of the islands they serve. Water transportation provides

both the basic internal communication and trade connections

to hundreds of coastal and riparian settlements throughout

the archipelago.

In an initial attempt to probe into the role of water

transport in archipelagic nations, F.L. Werstedt (1957:1)

stated that "domestic communication in an archipelagic

nation poses problems that differ from those for contiguous

land mass nations. Whereas an effective and efficient

overland transportation network must connect the various

ports with their hinterlands, in an archipelago the major

dependence must be, perforce, upon water transport".

Similar arguments have been raised as to the role of water

transport in island development (Howard, 1979; Sagen,

1979; Brookfield, 1978; Cooper, 1967).
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The Physical Setting

The Philippine archipelago stretches longitudinally
o

in a northeast-southwest direction between latitudes 5
o

and 21 North. Far from being a divisive element, the

internal waters act more as a unifying factor playing

a vital role in internal trade and communication.

The interisland freight traffic is oriented towards

Luzon, specifically the National Capital Region (NCR),

which is the major production, processing and distribution

center of the country. As a result, the backbone of the

distribution system is composed of a network of routes

linking Manila to the major centers in the Visayas and

Mindanao. However, the greater part of interisland ship-

ping activity (in terms of frequency of sailing) takes

place in the Visayas centered on the port of cebu 1 5 which

is closest to a greater number of ports within a radius

of only 300 kilometers (See Figure 5). The longer dis-

tances to be covered in a single run link Manila and the

southern Mindanao ports, specifically, Zamboanga (947 km.)

and oavao 1 6 (1504 km.). The Manila-Cebu run (722 km.),

in comparison, is about half the longest route distance.

Eleven islands constitute the major land resource

base of the country. The two largest islands--Luzon

(108,171 sq. km.) and Mindanao (97,984 sq. km.)--account
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for sixty-nine percent of the total land area of 300,000

square kilometers. Nine other smaller islands ranging

from 4,000 sq. km. to 14,000 sq. km. account for another

twenty-eight percent (See Table 5). These islands sup

ported ninety-seven percent of the total population of

48 million people in 1980.

Population Distribution

In 1980, a little less than half ~13 million) of the

total population of 48 million people is found in Luzon

of which six million people are concentrated in the

National Capital Region. Mindanao, the second largest

island, also ranked second in population size with ten

million people or twenty-one percent of the total popu

lation. However, this direct relationship between land

area and population size does not hold true for the rest

of the islands as some of the smaller islands ranked high

in population size, namely: Cebu, Negros and Panay. Taking

into account population density, the centrally located

island of Cebu ranked first with 411 persons per square

kilometer. Luzon (including the NCR) registered 214

persons per square kilometer. With the NCR excluded,

population density falls below the national average with

only 160 persons per square kilometer. Having a total
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Table 5

population and Land Area by Major Island: 1980

Island Area Population (in Thousand) Density
(sq. km , ) Total % Urban %

Luzon 108,171 23,164 48.16 11 ,239 62.63 214
(NCR) 636 5,926 12.32 5,926 33.02 9,318
Mindanao 97,984 10,091 20.98 2,584 14.40 104
Palawan 14,896 372 0.77 84 0.47 25
Samar 13,429 1 ,201 2.50 246 1. 37 89
Negros 13,328 2,750 5.72 865 4.82 206
Panay . 12,297 2,595 5.40 572 3.19 211
Mindoro 10,245 669 1.39 100 0.56 65
Leyte 8,003 1,599 3.32 364 2.03 200
Cebu 5;088 2,092 4.35 926 5.16 411
Bohol 4,117 806 1 .68 123 0.69 196
Masbate 4,048 585 1. 22 87· 0.48 144
Others 8,394 2,174 4.20 192 1. 07 259

Phil. 300,000 48,098 100.00 17,944 100.00 160

Source: Philippine National Census and Statistics Office

land area of 636 sq. km., the NCR registered an extremely

high population density of 9,318 persons per square kilo-

meter. Comparative figures are presented in Table 5.

In 1980, 17.84 million people were classified as

urban. This number represented about thirty-seven percent

of the total population. The majority of the urban

population is found in Luzon (63 percent). This is highly

concentrated in the NCR (33 percent) and the adjacent

regions of Central Luzon and Southern Tagalog. Relatively

small percentage shares were registered by the other major
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islands. Mindanao accounted for 14 percent of the total

urban population and only two other major islands (Cebu

and Negros) registered significant shares of approximately

five percent each to the total urban population.

Distribution of Major Economic Activities

Water transportation has a vital role in linking

peripheral areas to the major centers of economic activi

ties. Its role is greatly emphasized when development is

concentrated in a few selected regions and outlying areas

are either cut-off or left behind from the mainstream of

development activities. The importance of interisland

shipping in the distribution of goods and in linking

production and consumption centers can be viewed from

the distribution of economic activities in the country.

This is inferred from the nature of the distribution of

establishments 1 6 in major industry groups as shown in

Table 6. At least sixty percent of all establishments

are found in Luzon and a relatively high concentration

(7 percent) is found in the NCR. The island of Luzon

also accounts for a high percentage share in manufacturing

activities (63.27 percent) mostly situated in the NCR

and the adjacent regions of Central Luzon and Southern

Tagalog. The same could be said regarding wholesale and
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Table 6

Percent Distribution of Establishments
by Major Industry Group: 1972

Island Logging Mining Manuf. Commerce Finance Others Total

Luzon 30.78 66.45 63.25 57.19 68.80 67.27 59.79
(NCR) 1 .86 10.32 5.64 10.22 24.10 5.86 6.74
Mindanao 22.47 7.26 16.12 20.95 14.60 15.10 19.16
Palawan 1. 93 1. 94 0.38 0.42 0.12 0.29 0.40
Samar 2.92 1. 94 0.80 1. 64 2.66 4.48 0.48
Negros 13.06 3.23 3.01 4.34 4.72 3.30 4.03
Panay 4.94 5.00 6.73 3.11 4.02 3.98 3.83
Mindoro 2.31 7.74 1. 37 1. 43 0.64 2.03 1. 52
Leyte 8.41 0.48 2.14 3.33 1. 79 1. 60 2.87
Cebu 8.66 4.35 3.50 3.74 3.88 3.02 . 3.62
Bohol 0.74 0.32 1. 20 1. 54 0.41 0.71 1. 33
Masbate 2.82 0.64 0.53 0.59 0.21 0.40 0.56

ST 99.04 99.35 99.11 98.30 99.68 98.72 98.52

Others 0.96 0.65 0.89 1. 70 0.32 1.28 1.48

Philippines 100.00 100.00 100.00 100.00 100.00 100.00 100.00

Source: 1980 Philippine Statistical Yearbook

~
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retail activities with 57.19 percent, of which ten per

cent is found in the NCR. The distributions of the major

economic activities (See Figure 6) simply reflect the

dominance of the primate city and explain the pattern

of internal freight traffic.

Shipping, Trade and the Economy

Recessionary trends in the international economic

environment, coupled with the pervasive influence of the

oil cartel in the past decade brought about far reaching

consequences in the domestic scene. Exacerbated by

inflationary pressures, national calamities and mounting

social unrest the Philippine economy but exhibited

instability and uncertainty as eVidenced by the series

of peso devaluations, the growing trade imbalance, the

drop in the gross national product (GNP) and the burgeoning

foreign debt. The combined effect of worldwide recession

and the domestic economic slump was reflected by the

downtrend in the overall trade volumes for the years 1979

to 1983 (See Table 7). Despite the much awaited recovery

of the global economy in 1983, that of the Philippines

experienced another setback.

At the start of 1983, the official peso-dollar rate

was P9.17 to US$1.00. Two devaluations occur~ed (in June
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Table 7

Cargo Throughput of Public and Private
ports, Domestic and Foreign

1975-1983

52

Year Port Cargo Throughput (tons) Total
Domestic Foreign

1979 Public 20,127,117 13,504,437 33,631,554
Private 17,455,740 24,055,614 41,511,354
Total 37,582,857 37,560,051 75,142,908

1980 Public 18,905,358 9,725,991 28,631,349
Private 16,284,373 27,712,364 43,996,737
Total 35,189,731 37,438,355 72,628,086

1981 Public 18,100,103 7,771,798 25,871,901
Private 15,864,416 26,000,827 41,865,243
Total 33,964,519 33,772,625 67,737,144

1982 Public 19,307,800 7,269,792 26,577,592
Private 17,086,278 28,438,236 45,524,514
Total 36,394,078 35,708,028 72,102,106

1983 Public 21,482,299 7,850,409 29,332,708
Private 15,076,959 24,777,188 39,854,147
Total 36,559,258 32,627,597 69,186,855

Source: Philippine Ports Authority
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and in October) so that the peso-dollar rate slid to P14

to US$1 by the end of the year. In the domestic scene,

the peso's purchasing power fell from 28 centavos (at

constant 1972 prices) at the beginning of 1983 to 16

centavos at the close of the year (Bulletin Today, Nov.

12,1983).

Prices soared mainly in reaction to
devaluation. Among the first to bal
loon were oil prices, which--as in
1979--were raised twice in 1983. By
the year-end, the rate of inflation
zoomed to an average 26 percent for
the entire country, and 32 percent for
Metro Manila alone (Ibon Databank
Phils., Inc., 1984:4)

As of October 1983, the country's foreign debt was

US$24.6 billion. The gross international reserves of

US$2.54 billion at the beginning of the year were further

depleted to US$430 million by the end of September (Ibon,

1984). In response to the scarcity of the dollar, the

Central Bank controlled the dollar outflow and stopped

all dollar trading. As a result, many industries

especially those that were import-dependent had great

difficulty getting the raw materials needed for production;

hence, many cut down on production levels and a number

closed down.

For the period 1979 to 1983, the rate of growth of

the real GNP was on a decline (See Table 8) with 1983
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marking the lowest in real growth rate. Ibon (1984:5)

gave the following explanation:

The 1.4 percent in real growth of
1983 is equaled only by 1960, when
the economy was experiencing the
ill effects of an import substi
tution strategy. Today the economy
is reeling from the effects of an
export-led strategy of development.

For an economy whose development efforts depend

primarily on the exportation of goods, a real growth rate

of 1.7 percent is far from encouraging. Although the oil

glut was certainly good news for oil dependent countries,

this was not so in the Philippines. The series of devalu-

ation made "the peso cost of crude oil higher even in

the face of a lower dollar cost" (Ibon, 1984:57). The

continued shrinking of the peso vis-a-vis the dollar eroded

all possible gains from the lowering of the cost of crude

oil in the international market. Moreover, lithe additional

increase in the retail price of oil brought about by

devaluation was compounded by the government1s imposition

of higher import taxes in July and November: 25.3 percent

customs duty in July (from 22 percent), and an additional

two percent from November onwards" (Ibon, 1984:57).

The repercussion of such condition in the shipping

industry became evident in the industry's fuel expense

account. Fuel expenses constituted the major class of

operating expenses. In 1979, this expense item was 37.94

~ -- - ---- -------------
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Table 8

Real GNP and Real Growth Rates:
1979-1983

Year

1979
1980
1981

b1982
1983c

Real GNpa

88,736
92,629
96,041
98,679

100,048

Real Growth
Rate (%)

6.8
4.4
3.7
2.7
1.4

gource: NEDA
In million pesos at constant
1972 prices.

b Revised estimate as of December
23, 1983.

c Advanced estimate as of December
23, 1983.

percent of the total operating expenses, 31.32 percent

of the total expenses and 27.19 percent of total revenue.

In 1983, however, the fuel expense account had increased

in importance to 51.23 percent of vessel operating ex-

penses, 39.24 percent of total expenses and 33.15 percent

of the total revenue. A financial appraisal of the inter-

island shipping industry is presented in Chapter IV.
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NOTES

1. This is especially marked with the creation of the
MARINA and the PPA in the same year under Presidential
Decrees No. 474 and 505.

2. See for example Chao JU-Kua's "Description of the
Philippines", Pigafetta's "Primo Viaggio Intorno al
Mundo" and Morga's "Sucessos de las Islas Filipinas"
in Blair and Robertson, The Philippine Islands,
1493-1898, vols. XVI, XXXII and XXXIV.

3. In Morga's account we find:

There is a large supply of lumber,
which is cut and sewed, dragged to the river
and brought down by the natives. This
timber is very useful for houses and
buf.LdLnqs and for the construction of small
and large vessels. Many very straight
trees, light and pliable, are fiound which
are used as masts for ships and galleons.
Consequently, vessels of any size may be
fitted with masts from these trees, made of
one piece of timber wi thout it being
necessary to splice them or make them of
different pieces. For the hulls of the
ships, the keels, buttock-timbers, top
timbers and any other kinds of supplies and
braces, compass timbers, transoms, knees
small and large, and planking for the sides,
decks and upper-works, from very suitable
woods.

From Antonio de Morga, "Successus de las Islas
Filipinas", in Blair and Robertson, vol. XVI, p. 84.

4. In Blair and Robertson, vol. XIV, pp. 183-191.

5. Cited in Benitez (1969) p. 80.

6. Rizal's "La Indolencia de los Filipinos" is critical of
the gross abuses and neglect of the colonial rule.
Numerous accounts are found in Blair and Robertson such
as: "The Letter to Felipe III" by Alonso Fajardo de
Tenza of Cavite in August 10, 1816 (vol. XVIII, pp.
130-131); H. de los Rios Coronel's "Reforms Needed
in Filipinos" (vol. XXVI, pp. 299-316); "Letter to
Felipe IV" by Sebastian Hurtado de Corcuera of Cavite

-_.._-----_.- - .- - ----~ .. -~ .._--------------



57

"Successos de las Islas Filipinas" (vol. XVI, pp.
42-43); Morga's "Report of Conditions in the
Philippines" (vol. 10, pp. 94-95); Fray Domingo de
Salazar's "Affairs in the Philippine Islands", Manila,
1 593 (voI , 5, p , 21 7 ) •

7. The three major causes of economic retardation
according to Benitez (1969) were due to : (a) the
initial restrictions imposed upon trade as well as
in communications between villages; (b) the rampant
graft and corruption that came with the involvement
of government officials in trading activities; and
(c) the full attention given to the Galleon trade
where imported goods formed the bulk of commerce to
the detriment of the local industry.

8. See Blair and Robertson, vol. 2, p. 54 for a discus
sion on the origin of the encomienda. The word
originally meant a "grant of lands in a conquered
country but was soon extended to include the natives
dwelling thereon, who were compelled to till the
land for the conqueror's benefits".

9. In Blair and Robertson, vol. XVI, p. 162.

10. In Morga's "Report on the Conditions in the
Philippines" in Blair and Robertson, vol. X, pp.
944-945.

11. See Blair and Robertson, vol. 5, p. 217 and vol.
10, pp. 94- 9 5 •

12. From D.F. Navarette, a.p., "Tratados Historicos",
in Blair and Robertson, vol. 38, 42-43. In this
account it is noted that lion them (the natives) falls
the vast labor of cutting and dragging the timber in.
To that must be added the blows that are rained down
upon them • • • and the bad nourishment that they
receive ••• Moreover, in the timber collected for
one ship there are actually enough for two ships.
Many gain advantage at the cost of the Indians' sweat,
and later others make a profit •••• "

13. Rizal's notes in Blair and Robertson, vol. 16, p. 84.

14. The discussion is based largely from Wernstedt's (1957)
liThe Role and Importance of Philippine Interisland
Shipping and Trade: 1953-1954 11

, pp. 11-18.



15. Comparative figures on the number of vessel calls
in 1981 shows 13,783 and 9,681 for Cebu and Manila,
respectively.

16. Includes establishments with reported employment of
at least fifty persons only.
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III. THE PHILIPPINE PORT SYSTEM

The Philippine port system is composed of public and

private ports. These ports are involved in the production

of services that are necessary to the disposition of eco

nomic goods. Their relative importance to the national

economy depends upon the specific areas they serve as well

as the type and volu~e of commodities they handle. The

coexistence of public and private ports is another mani

festation of the mixed economy operating in the country.

In essence, they reflect the "hybrid transport system ll

(Rimer, 1977) as evidenced by the significant variation

in the magnitude and nature of flows. Although the total

trade is about equally divided between domestic and inter

national, the relative shares of public and private ports

to the total cargo turnover 1 of the respective trades vary

accordingly. Of the country's total seaborne trade, private

ports have a higher proportion of the total cargo throughput

which averaged sixty percent over the period 1979 to 1983.

In addition, these ports handled the bulk of foreign traffic

which, for the same period, averaged seventy percent.

It is in the domestic traffic that public ports registered

a slight advantage over private ports by eight percentage

points with 54 percent and 46 percent, respectively.

-_ .._-----------------------------------
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Classification of Ports

Ports are broadly classified as either public or

private. In general, private ports form part of corporate

logistics and usually complete the transport chain of the

firms. Public ports, on the other hand, serve not only

as vital components of the total distribution system but

also as important access points in interisland travel.

The myriad of small public ports scattered throughout the

archipelago are, in essence, peripheral distribution centers

and access points.

The exact number of ports that are actively engaged

in the domestic trade is not known although some 800 ports 2

have been registered with the Philippine Ports Authority

(PPA). It was estimated that only half of this number

(396 ports) handle ninety-five percent of the total sea

borne trade. An inventory of ports and services conducted

by the PPA in 1980 covered 588 ports.· However, not all of

these ports were engaged in domestic trade. Some repair

yards were included (See Table 9 for classification).

The PPA's administrative structure is composed of

nineteen regional administrative and operations units

called Port Management Units (PMUs). A PMU is equivalent

to a port district and is composed of a base port and a

combination of the aforementioned port types. A base port

is the administrative unit and operations center of a port

------------------------------------------- --------- ---
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Table 9

Type and Number of Ports: 1980

Port Type Number

Public Ports 302
Ports of Entry 19
Sub-Ports of Entry 53
Municipal Ports 218
Other Public Ports 12

Private Ports 286

Tot a 1 588

Source: PPA, 1980 Inventory of
Port Facilities and
Services

district or a PMU. All base ports are ports of entry and

they constitute the major ports in the archipelago 3 (See

Figures 7 and 8). Fourty-four percent (14.78 million metric

tons) of the total domestic traffic passed through these

ports in 1981. In relation to the total cargo throughput

of public ports, however, the base ports accounted for

eighty-two percent (See Table 10).

Private Ports

Private ports, as the name implies, are owned by

private entities. These were constructed to meet the

respective requirements of industrial and commercial

establishments. As earlier mentioned, these ports

predominate in the handling of international traffic.



62

IJ

A
lJ

400

~

200
!

c:J

~
Km

11 »<;:::)

APARRI

TACL08AN

ILOILO

!~L~~~V1S CE9U

LEGASPT.-=::;....---

.'..
o

JOLO

OF ENTRYPORTS

ZAM80ANGA

PUERTO PRINCESA.....--

MANILA

8ATANGAS

Fig. 7
I.----r;~---



63

Malangas-~+-'

8
,.0

A'J
0

0 o 0 200 490
d:O I

Claveria
Km

Limay-~"

Marjveles ---

SuaI

Siam
• Jase Ponqonlban

• ~Virac

e:--""-- Pasacao

Sta.Cruz BaJanocan --~":-~--i-=":-~~t'I ~\.~ Tabaco BuIan

Calopan ~ ~• ~) San Jose
Romblon h9q ~ '1 Colbayog

Odiol)qan - lDI, !~~\Borongan
~ ~ '::,. .~'\i~asbate ~ :Catbalogan

Culion~~ '\ ( Polompon
Cuiasl ~ (\ v"" ~ Ormoc

~~n.··Jose 8uenaVlsta,~/ I \ or! (~ ~: Maasln
?!O II I \.N~"'~ a 0

~:... 511. Carlos· • l 0 .'11 r opa
() pulupandan' Naslpll

Hinlgaran 8utuon
~~ 8 IShg

Togbllaran
Ot1lltan City ---.K'''-,.

Jiml!nez --f-"
Ozomls ---:?'""'-~

Pogadlan --!---::.....-:~a

~<3
i--- 8alabac

.
~Sias;

3orlgao --ziP
•~ .

~Sitankal

Fig. 8 SUB-PORTS OF ENTRY



64

The top ranking private ports carry the names of leading

multinational corporations4 engaged in the oil and petroleum

industry as well as in major agricultural and forestry-

based industries, in manufacturing industries and in mining

industries. It is through these ports that the broader

network of international commercial activities are

integrated (Britton, 1965).

In 1981, the volume of domestic cargoes that passed

through these ports reached 15.86 million metric tons as

compared to 18.10 million metric tons handled by public

ports. The commodities 5 handled were mainly in bulk and

were dominated by commodities particular to the oil and

iron industries. The relative importance of a single

commodity in the total tonnage handled by private ports

was reflected in the share of petroleum and petroleum

products which was approximately 42 percent of incoming

and 56 percent of outgoing cargoes. On the average, more

than half of the total throughput of private ports consisted

of petroleum and petroleum products (52 percent).

Limestone, which is used for iron ore sintering, ranked

second with 7 percent. Four traditionally traded

commodities contributed significant shares of more than

two percent each to the private ports' total traffic,

namely: sugar (4.19 percent); copra (4.25 percent);

plywood, logs and lumber (2.8 percent); and crude minerals

- -------------------------------
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Table 10

Domestic Cargo Throughput at
Berth and at Anchorage: 1981

Port Type Number Cargo Throughputa

Berth Anchorage
Total

Public Ports 131 b 17,288 813 18,100
Base Ports 23 14,374 406 14,780
Sub-Ports 45 2,573 341 2,914
Other Ports 63 340 6 406

Private Ports 265 15,521 343 15,864

Source: PPA, 1981 Annual Statistical Report

~In thousand metric tons.
There are only 19 PMUs but PPA subdivided Manila and
Davao with 4 and 2 base ports respectively.

and ores (2.26 percent). Excluding the fossil fuels, how-

ever, these traditional commodities would have contributed

higher shares of 9.44 percent, 8.91 percent, 5.19 percent

and 4.73 percent, respectively. The ten major commodities

handled by private ports are given in Table 11.

Public Ports

In comparison, public ports playa major role in inter-

island commerce. It is through these ports that the bulk

of general cargo and consumer goods are handled. As

evidenced by Tables 9 and 10, this port system is

characterized by:

1. A proliferation of small ports;

2. The existence of a number of intermediate ports

-- -------- -- -- - - --- - -----------------



Table 11

Major Commodities Handled at
Private Ports: 1981

66

Commodity

Petroleum and Products
Limestone
Sugar
Copra
Cement
Plywood, Logs and Lumber
Chemicals
Crude Minerals and Ores
Fertilizers

ST

Other Commodities

GT

Volume

8,128
1 ,092

698
659
507
384
359
350
265

12,442

3,079

15,521

Percentage
Share

52.37
7.03
4.49
4.25
3.27
2.48
2.32
2.26
1. 71

80.16

19.84

100.00

Source: PPA, 1981 Annual Statistical Report

~In thousand metric tons.
Includes crude oil (347,000 metric tons).

- ----_. __ ._- -_. __ .. _-----~- ---- --------------
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whose combined shares in the domestic trade is

approximately thirty-five percent; and

3. The dominance of a prime port that accounts for

thirty-six percent of the total traffic.

Domestic cargoes that passed through public ports

exceeded the private ports' share by nine percentage points

(53 percent and 46 percent in favor of public ports) in

1981. The equivalent cargo volume amounted to 18.10 million

metric tons of which fifteen ports had an aggregate share

of eighty-three percent (See Table 12). The dominance of

the prime port of Manila is reflected in the port's share

of thirty-six percent. Combined with Cebu (13 percent

share), these two top ranking ports handled half of the

total domestic traffic in 1981. Five other ports, each

with shares of more than three percent, contributed an

additional twenty-two percent to the total cargo through

put of public ports: Iloilo (5.46 percent), Zamboanga (4.34

percent), Davao (4.09 percent), Cagayan de Oro (3.61

percent) and General Santos (3.59 percent). Except for

the port of Iloilo which is located in the island of Panay

all other ports are situated in Mindanao. The aggregate

total of the Mindanao ports exceeded that of Cebu by 1.54

million metric tons. The above figures show that more than

seventy percent of the total cargo throughput of public

ports are concentrated in only seven ports.



Table 12

Distribution of Top Ranking Public Ports
by Location and Volume: 1981

*Port Location Volume Percent Share

Manila Luzon 6,462 35.70
Cebu Cebu 2,279 12.59
Iloilo Panay 988 5.46
Zamboanga Mindanao 786 4.34
Davao Mindanao 740 4.09
Cagayan de Oro Mindanao 653 3.61
General Santos Mindanao 650 3.59
Tacloban Leyte 348 1. 92
Dumaguete Negros 290 1. 60
Pulupandan Negros 237 1 .31
Ozamis Mindanao 231 1. 28
Legaspi Luzon 224 1 .24
Batangas Luzon 223 1. 23
Calapan Mindoro 194 1. 07
Tagbilaran Bohol 186 1. 02

ST 14,991 82.82

Other Ports 3,109 17.18

GT 18,100 100.00

Source: PPA

*In thousand metric tons.
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Table 13

Conventional Cargoes Handled
at Public Ports: 1981

Commodity V c 1 u m e* Total Percent Share
In Out

General Cargo 1 ,117 613 1 ,730 28.48
Corn 333 387 719 11 .84
Copra 301 356 657 10.82
Rice/Palay 277 275 552 9.09
Plywood~ Logs

and Lumber 227 142 369 6.09
Sugar 206 143 349 5.75
Empty Bottles 137 154 291 4.79
Cement 259 39 290 4.77
Fertilizer 108 28 136 2.24

ST 2,957 2,137 5,093 83.64

Others 573 406 980 16.34

GT 3,530 2,543 6,073 100.00

Source: PPA

*In thousand metric tons.
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Commodities that passed through public ports are pre

dominantly composed of: general cargoes (28.48 percent);

corn (11.19 percent); copra (10.21 percent); rice/palay

(8.59 percent); plywood, logs and lumber (5.54 percent); and

sugar ( 5.43 percent). These commodity groups accounted for

seventy-two percent of all domestic cargoes in seventeen

base ports excluding Manila. 6 Commodity shares for incoming

and outgoing cargoes (Refer to Tables 13 and 14) reflected

the concentration of manufacturing activities in Luzon

(specifically in the National Capital Region) and the agri

cultural economy of the rest of the regions. All base

ports in Mindanao had a combined share of 31.96 percent

with each port registering very small shares in the total

outflow of general cargoes.

The Size Distribution

The distribution of Philippine ports by cargo volume

is given in Table 15. The figures show the proliferation

of small ports with annual throughput of less than 50,000

metric tons. The dominance of the prime port of Manila

is reflected in its share of thirty-seven percent of the

total throughput of public ports.

Except in the islands of Mindanao, Negros and Samar,

trading activities of the major islands were concentrated

in one port which handled at least sixty-eight percent of



Table 14

Major Commodities Offloaded at
the Port of Manila: 1983

Commodity Volume* Percent Share

Cork and Wood 492,214 16.28
Sugar 340,542 11. 27
Food and Food Preparations 291,063 9.63
Iron and Steel 286,063 9.48
Cereals 272,720 9.02
Oil Seeds and Oleaginous

Fruits 255,295 8.44
Crude Fertilizers and

Minerals 190,009 6.29
Cork and Wood Manufactures

(Excluding Furnitures) 145,038 4.80
Paper and Paperboards 124,947 4.13
Non-Metallic Minerals 114,121 . 3.78

ST 2,512,596 83.12

Other Commodities 510,206 16.88

GT 3,022,802 100.00

Source: National Census and Statistics Office

*In metric tons.

- -- _.- -- . -- --- . ---_. -------
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Table 15

Frequency Distribution of Ports by Size
Class and by Cargo Volume: 1981

Size Classa

5 and above
1 • 1 00 - 5.000
0.751 - 1.000
0.501 - 0.750
0.251 - 0.500
0.101 - 0.251
0.051 - 0.100
0.001 - 0.050

T 0 TAL

Public portb . c
Private Port

No. Volume No. Volume

1 6.461 0 0
1 2.279 2 5.740
2 1 .738 1 0.828
3 1 .846 1 0.638
3 0.919 8 2.859

14 2.218 16 2.621
12 0.959 16 1 .129
71 0.868 144 1 .704

107 17.288 188 15.521

Source: PPA, 1981 Annual Statistical Report

~In million metric tons.
Excludes 21 other national ports with negligible
cargoes.

cExcludes 49 loading points and offshore areas with
negligible cargoes.

the respective island's seaborne trade (See Table 16).

In Mindanao (excludi~g the Sulu archipelago), nine ports

had cargo throughput of more than 100,000 metric tons.

Only three of these ports handled more than 600,000 metric

tons of cargo and exhibited more or less even shares in

the island's freight market--Cagayan de Oro (16.54 percent),

Davao (16.54 percent) and Zamboanga (19.17 percent). One

other port with high cargo throughput is General Santos

(Dadiangas) with 548,000 metric tons or 13.80 percentage
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share. Altogether, these ports account for 66 percent

of the island's total trade (Refer to Tables 16 and 17).

The relatively dispersed pattern of distribution of

freight traffic in Mindanao is more or less the result of

very poor inland connections. It was not until very

recently that significant improvement on the island's

overland transport system has taken place with the series

of foreign-assisted road infrastructure projects which

began in the seventies. For example, in addition to the

Pan Philippine Highway which was intended to link Davao

in Southern Mindanao to Aparri in Northern Luzon, several

projects that will link the major centers in Mindanao have

been committed if not yet completed to date--Digos/Cotabato

Road (160 km); Cotabato/ General Santos (209 km);

Iligan/Cagayan de Oro/Butuan (300 km); and some 800

kilometers of farm-to-market or feeder roads. However,

the intensity of movement of freight over land and the

possible shifts in the destination of cargoes will depend

on the spatial consolidation of numerous secondary and

tertiary ports and, more importantly, on the peace and

order situation on the island. 7

In Negros, the freight market is divided between the

provinces of Negros Oriental and Negros Occidental. The

port of Dumaguete services the former while the latter

is serviced by two competing ports--Bacolod and Pulupandan.

The bigger share of cargo and passenger traffic is

._.._-~ .._~.--------------------------------



Table 16

Relative Shares of Leading Ports
by Major Island: 1981

Island Port Leading Port's Share
Cargo Passenger

Luzon Manila 91 .10 74.49

Mindanao Zamboanga 19.17 27.73

Palawan Pto. Princesa 99.00 99.00

Negros Dumaguete 49.49 32.98

Cebu Cebu 99.25 89.55

Mindoro Calapan 89.07 59.57

Samar Calbayog 36.18 39.81

Leyte Tacloban 68.91 35.17

Panay Iloilo 90.24 90.51

Bohol Tagbilaran 84.54 71 .18

Source: PPA
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Table 17

Proportion of Loaded to Offloaded Cargoes
of Top Ranking Ports: 1981

75

Port Volume* Offloaded Loaded Proportion

Manila
Cebu
Iloilo
Zamboanga
Davao
Cagayan de Oro
General Santos
Tacloban
Dumaguete
Pulupandan
Ozamis
Legaspi
Batangas
Calapan
Tagbilaran
Cotabato
Surigao
Polloc
Iligan
Jolo
Culasi
Ormoc
Basilan

ST

Other Ports

GT

Source: PPA

6,462
2,279

988
786
740
653
650
348
290
237
231
224
223
194
186
168
165
151
148
113
106
102
112

15,556

2,544

18,100

4,503
1,461,

524
528
456
294
272
172
181
134
116
199
154

82
128

86
83
75
74
66
46
69
44

8,747

1 ,223

9,970

2,959
818
464
258
284
359
378
176
109
103
115

25
69

112
58
82
82
76
74
47
60
33
68

6,809

1 ,321

8,130

1.00:1.18
1.00:1.79
1.00:1.13
1.00:2.04
1.00:1.60
1.22:1.00
1.39: 1.00
1.01 :1.00
1.00:1.66
1.00:1.30
1.00: 1.01
1.00:7.96
2.23:1.00
1.00:2.21
1.00:1.04
1.00:1.01
1.00:1.04
1.00:1.01
1.00:1.00
1.00:1.40
1.30:1.00
2.09:1.00
1.54:1.00

1.00:1.28

1.08:1.00

1.00:1.23

*In thousand metric tons.
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concentrated in Banago, Bacolod City, a private port owned

by Negros Navigation Co., Inc. (NENACO)8. The port's major

links are with Manila and Iloilo.

In Samar, the relative shares of the two leading ports

were 36.18 percent for Calbayog and 27.64 percent for

Catbalogan in 1981. Even with the good road connection

with the regional center in Tacloban, Leyte, the continued

operation of the abovenamed ports is sustained by a high

passenger traffic which allows for the viability of regular

liner services in all three ports despite very close

location. Two shipping companies service the ports on

biweekly schedules.

Favored by a central location and a fairly developed

tertiary and quaternary sectors Cebu, as the center of

trade in the south, accounted for more than one-third of

the total incoming cargoes and more than one-half of the

total outgoing cargoes of the island's total traffic. The

average share of the port of Cebu to the island's total

traffic is 96 percent.

The Trade Imbalance

Peculiar to maritime trade, the directional imbalance

in cargo flows is reflected in the proportion of loaded

to off loaded cargoes computed for twenty-three ports whose

annual traffic exceeded 100,000 metric tons in 1981. The

--------------
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biggest disproportion (1:8) is exemplified by the port

of Legaspi (See Table 17). However, an examination of

the incoming cargoes showed that the disproportion is due

to the dominant share of petroleum and petroleum products

in the total cargo throughput of the port. This commodity

group is usually handled by private ports except in the

ports of San Fernando, Legaspi and General Santos which

are public ports. 1 0 When the respective volumes are deleted

from the ports' totals, the corresponding proportions

improve, i.e., Legaspi--1:4 and General Santos--2:1.

About half of the ports showed favorable proportion

ality ratios ranging from ports situated in regions with

balanced trade positions (r = 1) to ports that service

exporting regions (r > 1). Most of these were the Mindanao

ports which drew to a large extent on the vast agricultural

produce and raw materials of the island. The relatively

high proportion of offloaded cargoes in Zamboanga (2:1)

is a result of its role as the major trading center in

the Sulu basin and the existence of an active barter trade

in the area. At least seventy-three percent of the portis

incoming cargoes were general cargoes and consumer goods.

Batangas, on the other hand, is the major transshipment

point of cargoes from Mindoro11• This is evidenced by the

complementing proportionality ratios computed for the two

ports. The successful operation of a Roll On-Roll Off

------- --- ---------------
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(RO-RO) service in the 46-kilometer route has greatly

facilitated the transport of goods between the islands.

Passenger Traffic

In general, the period from 1979 to 1983 experienced

an increasing number of passengers using water transport

in interisland travel (See Table 18). Cebu's proximity

to a greater number of ports situated in major population

centers contributed to its top ranking position in passenger

traffic with 2.93 million people in 1981. A relative ease

of movement between Cebu and the Visayan ports including

those of Northern Mindanao is made possible 'by the short

distances between ports, the existence of a well developed

interport linkages centered on Cebu and the existence of

small indigenous sea crafts operating on very short

distances.

Table 18

Passenger Traffic:
1979-1983

Year

1979
1980
1981
1982
1983

Source: PPA

volume

16,330,618
16,150,624
16,197,087
17,445,922
18,887,488

- -_._----~ ------------------_.
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The primary ports dominated in passenger traffic.

Six of the ten top ranking ports are primary ports with

a total share of 53 percent. Three of the four secondary

ports that ranked high in passenger movement have well

developed short-distance ferry services linked with the

primary ports, i.e., Batangas/calapan, Zamboanga/Basilan

and Cebu/Tagbilaran. The sub-port of San Carlos links

Negros Occidental with Cebu via Toledo (the 12th ranking

passenger port) over a distance of only 52 kilometers.

The ten top ranking passenger ports accounted for 65 percent

of the total traffic in 1981.

Port Development

Port development focused on the expansion and

rehabilitation of major ports. This entailed foreign

borrowings and the major sources of foreign capital were

IBRD, ADB and KFW/GTZ. A characteristic feature in port

development in the early 1980s was the construction of

modern berths to match the rapid technological developments

in the maritime industry.

Prior to the entry of container service in interisland

shipping, majority of the ports consisted of narrow wharves

and piers with very limited cargo handling areaz (ITCTP,

1982). The phenomenal growth of containerization in

inter-island shipping during the latter half of the 1970s
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and the growing popularity of RO-RO services in recent

years created a very strong pressure for the immediate

rehabilitation and expansion not only in major ports but

also in secondary ports where short-distance RO-RO

operations has gained wide acceptance. However, the order

of priority in port development is focused on the major

ports. This tendency to concentrate investments in a few

selected ports was simply due to the reason that the base

ports handle the bulk (82 %) of interisland trade. More

over, the total effective berth length1 2 is concentrated

(70 %) in the ten top ranking ports. It was estimated

that the total effective berth length of the hundreds of

municipal ports was only 11,500 meters as compared to

34,000 meters for the 63 ports with total traffic of at

least 10,000 tons in 1980 (ITCTP, 1982).

Port works for the period 1982-1987 was estimated

to co~t Philippine Pesos P5.7 billion pesos ($0.62 million)

for the rehabilitation and expansion projects of the base

ports and the completion of the Manila Domestic and

International Container Terminals. The total project cost

of the third IBRD Ports Projects which included the ports

of Cebu, Zamboanga, Iloilo and Cagayan de Oro involved

P629.42 million pesos in local funds and 67.0 million in

foreign counterpart or a total of $135.64 at the official

exchange rate of p9.17 to $1 in 1982. Expansion and

improvements at the port of Manila called for an outlay

--------- ----- -------------- ---- -- --
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of US$86.98 millionto include developments aimed at the

local container traffic. Major ports work for the period

1981-1985 is summarized in Table 19.

Table 19

Major Infrastructure Projects:
1981-1985

project/Source COS T (in million)
Local (P) Foreign ($)

IBRD Ports Project
International Container

Terminal (ADB/KFW)
Manila Port Project (ADB/KFW)

Domestic Container Terminal
North Harbor
South harbor

Specialized Terminals
Tacloban Rehabilitation
Irene Expansion
Equipments (OECF/KFW)

629.42

265.32

217.57
117.43

12.08
3.20

94.60
74.49
24.58

67.00

36.65

40.75
9.75
1 .37

40.00
9.77

15.74
67.33

TOT A L 1,755.49 288.36

Source: PPA, Five Year Development Plan, 1984-1988

Planning Problems and Policy Implications

The considerable expansion in land transportation

network in the 1970s and the targeted development of feeder

or farm-to-market roads created repercussions in the present

port system. The continued existence of small ports and

loading/unloading points indicates relative isolation due

to very poor overland connection. where inland linkages

have been developed, some ports still stand as relics of
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the past. Although such ports have lost major significance

in coastal traffic they still formed part of the PPA's

port inventory as some ports are sometimes used by bateI

and small tramp operators.

The idea of port consolidation has been recognized

in the Philippine Transport Survey (1970). The question

of how many ports to retain under PPA jurisdiction has

been addressed in the recently concluded National Transport

Planning Project (NTPP). Consolidation, as referred to

in the study, is taken to mean disinvestment and the

consequent abandonment of "dispensable" ports which, in

this case, are the tertiary or municipal ports. The

planned move simply entails a transfer of responsibility

on the tertiary ports from the national government (PPA)

to the local governments, "which can operate them or abandon

them in the light of local needs" (NTPP, 1982:152). This

position is quite transparent in view of the income

generating function of the PPA. These small ports are

primarily passenger ports and their contribution to PPA's

total income is negligible.

The same could not be said regarding the national

ports because of the complexity of the interrelationships

of factors that define their existence. In general, the

heavy passenger traffic between ports becomes the decisive

factor where there exist overlapping hinterlands in the

freight market but with definite markets for passengers.

~-----------------
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There is also the tendency to maintain traditional links

with established centers (NTPP, 1984) such as Cebu and

Zamboanga. In addition, the mixed passenger/cargo

operation which supports the multiport itinerary commonly

practiced by majority of the liner vessels plays an

important role in the existence of secondary ports.

The transport network is, thus, intricately associated

with the complex of social, political and economic elements.

Its ultimate expression is reflective of the dynamic forces

acting on specific interests of which key institutions

play an active part.



84

NOTES.

1. Port traffic reflects the total bi-directional flows
since each ton of cargo or one passenger is recorded
twice at the port of origin and at the port of
destination.

2. The term "port" as used by the PPA is taken in its
broadest sense to include any loading/offloading point.
The PPA defines port as:

A place where ships may anchor or
tie up for the purpose of shelter,
repair, loading or discharge of car
go, or for other such activities
connected with waterborne commerce,
and including all the land and water
areas and the structures, equipments
and facilities related to these
functions (PPA, 1980:281).

The over 800 ports registered with the PPA are mostly
composed of rock causeways and marginal loading struc
tures typical of the small municipal ports. Not all
of the registered ports are actively engaged in the
domestic trade. The PPA covers only 396 ports in its
report. These are ports considered to be with
significant traffic and include 131 public ports and
265 private ports.

3. For consistency, the base ports (as defined by PPA)
are also referred to as primary ports. The terms are
used interchangeably in this paper. A wider coverage
in port traffic began in 1981 with the inclusion of
34 municipal ports and 33 private ports. A total of
396 ports were included in the statistical reports
thereon. The PPA estimated that this coverage account
for at least 90 percent of the total port traffic.

4. Foremost in the list of private ports are corporations
engaged in the oil industries (Shell and Caltex), heavy
industries (Philippine Sinter Corp.) and agribusiness
(Dole Philippines, Philippine Packing Corp.).

5. The commodity classification adopted by the PPA in
its reports is given in Appendix D. The term "general
cargo" as used here is composed of three commodity
groups--other general cargoes, other consumer goods
and bottled cargoes. Commodities that may fall in
either of the three classes but are singled out in

------- -------------------
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the PPA reports are excluded in this category; hence,
the actual share of this group is higher.

6. PPA does not classify cargoes handled at Manila because
of the extremely voluminous cargoes that pass through
the port since initial processing of data from cargo
and passenger manifests are done manually. Indication
on the commodity mix that pass through the port was
derived from the NCSO. .

7. The proliferation of ports in Mindanao has been attri
buted to the slow development of land transportation
on the island (NTPP, 1982). In recent years, however,
a number of foreign funded road infrastructure projects
have been completed. However, the poor utilization
of these roads has been hampered by the deteriorating
peace and order situation in the island.

8. NENACO's monopoly of the shipping services in Bacolod
has been traditionally linked with the sugar industry.
Entry has been difficult as NENACO, as a traditional
operator, is protected by MARINA pronouncements on
market sharing and traditionality (Memorandum Circulars
11,24,25,32).

9. Ports included in this cut-off figure have an aggregate
total of 15.56 million metric tons which represent
86 percent of the total domestic traffic.

10. In these ports, petroleum and petroleum products have
the dominant share in the ports' total outgoing cargo.

11. Cargoes were mostly agricultural products with the
port of Manila as the final destination point.

12. Only 121 of the 217 municipal ports listed in PPA's
inventory of ports and services in 1980 have wharves
or piers as opposed to causeways. The total effective
berth length is imputed on the assumption that berthing
is done on both sides of the pier as commonly practiced
so that the total figure is actually lower by 13 percent
(ITCTP, 1982:11).

- ------- ------ -----------------
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IV. DOMESTIC SHIPPING

The interisland fleet is composed of a wide variety

of vessel types ranging from small outrigger boats to highly

specialized cargo ships. These vessels serve as the primary

means of access to at least 800 ports and access points

throughout the archipelago. There is considerable diffi

culty in assessing the exact size of the interisland fleet

because of the inherent difficulty in monitoring the

thousands of vessels performing a wide range of shipping

functions. The consequent failure of responsible government

agencies to update the vessel registry results in a situ

ation wherein many vessels are not deleted from the list

after being scrapped, sold, renamed or destroyed. In 1980,

the MARINA's inventory (which is based on PCG records)

showed 10,384 vessels of varying types in comparison with

the PCG's reported figure of 15,624 vessels. The NTPP

(1982) noted that both figures are overstated since the

PCG records are not automatically updated. The PCG figure

reflects the cumulative number of vessels registered

overtime since vessels which had been renamed, scrapped

or destroyed are not automatically deleted from the list.

In 1983, MARINA's inventory based on a crosschecking of

PCG, MARINA and PPA records classified some 4,500 vessels'

as shown in Table 20.
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A better appraisal of the size of the fleet that is

directly involed in the carriage of domestic trade is made

by examining the vessel engaged in the tramp trade and

the liner trade. Information on vessels engaged in the

tramp trade was derived from a MARINA study. For the liner

vessel, which is the primary concern of this paper, infor

mation was primarily derived from the author's inventory

conducted in 1984.

Thousands of small boats (motorized bancas, sailboats,

batels) also perform freight and passenger services on

rivers and bays such as those crossing the Cagayan River in

Luzon, those linking Iloilo and Guimaras islands and those

operating in the Illana Bay area in Mindanao. Many of

these vessels have localized operations. The extent of

their operations in relation to the total trade and passen

ger movement as well as their role in the distribution of

commodities to outlying areas have not been assessed.

The Tramp Fleet

The vessels employed in the tramp trade are contracted

and they operate on a non-scheduled basis. The trade is

characterized by the carriage of predominantly bulk

commod~~ies such as oil, grains, coconut and coconut

products, sugar, bottled cargo, minerals, cement and

fertilizers. In 1983, these commodities accounted for



23.53 million metric tons or 64.36 percent of the total

traded commodities. The interisland tramping fleet is

presented in Table 21.

Table 20

Interisland Fleet: 1983

Type of Service No. GRT DWT Ave. Age

Passenger 119 11,822 5,249 7
Passenger/Cargo 583 202,229 202,247 12
Gen. Cargo 1,036 493,837 526,005 12
Lighterage 17 2,803 4,915 17
Barging 793 333,280 256,664 16
Tankering 72 139,730 212,833 16
Towing 345 38,029 36,230 12
Fishing 662 32,064 28,519 7
Pilotage 5 67 * *
Salvage 2 104 * 18
Pleasure 32 6,330 * 8
Others* 813 * * *

88

TOT A L

Source: MARINA

4,479 1,260,295 1,279,662

*Information not available.

Three government-owned corporations 2 dominated the

tramp fleet. These are: (1) Construction Development

Corporation of the Philippines (CDCP), (2) RETRANSCO and

(3) Philippine National Oil Corporation (PNOC). CDCP

owns three barging companies: Lusteveco, Cebusteveco and

Lusteveco Davao. RETRANSCO is owned by PHILSUCOM which

is engaged primarily in the transport of sugar. PNOC



Table 21

The Interisland Tramping Fleet: 1980

Type of Operation N u m b e r*

Dry cargo Fleet 893
Cargo Vessels 208
Barges 685

Others 293
Tankers 66
Tugs 227

TOT A L 1,186

Source: Tramp Market study, MARINA: 1981

*Excludes lighterage units and vessels
less than 100 GRT.

Table 22

Ownership Profile of the Tramp Fleet*: 1980

89

Name

CDCP
RETRANSCO
PNO/PSTC
15 Cos. {18 vessels)
198 Cos. (2-3 vessels)

Percent Share

23
15

5
30
27

Source: MARINA, Tramp Market Study (1981)

*Based on 80 percent identified tramp
vessels.

--_._----------
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vessels make up most of the tanker fleet through its

subsidiary Philippine Shipping and Transport Corporation.

The ownership structure of the tramp fleet is composed

of numerous small owners and operators that own at least

three tramping vessels. The ownership profile of the tramp

fleet is given in Table 22 while the age structure is

presented in Table 23.

Table 23

Age Structure of the Tramp Fleet: 1980

Age Class (yrs.) Number

> 30 18
26 - 30 4
21 - 25 5
16 - 20 7
11 - 15 39

6 - 10 11
< 6 16

Source: MARINA, Tramp Market Study
(1981)

*Based on 57 per cent coverage of
identified tramp vessels.

The Liner Fleet

The structure of the country's maritime transportation

is provided by a network of established routes serviced by

the regular sailings maintained by the liner sector. In

contrast with the tramp vessels, liner vessels generally

--_._-----_._-- -- -------------
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handle breakbulk3 cargoes. In 1983, commodities in the

liner trade accounted for approximately '35 percent of the

total domestic trade. In the same year, about eighty per

cent of the total domestic cargoes were carried aboard

the liner vessels.

Prior to 1980, the liner fleet was characterized by

block obsolescence with the core fleet composed mostly

of postwar military surplus vessels built in the 1940s.

It was not until the late 1970s that major shipping

companies embarked on their respective replacement and

expansion programs. The availability of cheap secondhand

vessels from the Japanese market during the past decade

was a big factor in the growth and modernization of the

fleet. The period 1979-1983 saw the height of fleet

replacement and modernization triggered by the introduction

and successful operation of the first full container service

introduced in the interisland shipping in 1976.

Comparative figures covering the terminal years of the

study period reflect significant changes in the core fleet

(See Figure 9). Prior to the container era, majority of the

vessels are employed in mixed passenger-cargo operation. In

1979, for example, ninety-seven out of the one hundred and

five vessels (49 percent) were in mixed passenger-cargo

operation (See Table 24). This represented a net reduction

of forty-seven percent in the total number of passenger

cargo vessels (See Table 25) and a corresponding decrease



Table 24

The Interisland Liner Fleet: 1979 and 1984

Parameters Core Fleet
1979 1984

Feeders
1979 1984

Total
1979 1984

No. of Vessel 126 105 98 123 224 228
GRT 185,414 181,694 32,384 38,319 217,798 220,013
DWT 205,709 196,624 41,789 47,739 247,498 244,363
Pass. Capacity 54,144 46,991 21,399 31,657 75,543 78,648
TEU Capacity 1,371 4,703 0 0 1,371 4,703
Mean GRT 1,471 1,730 330 312 972 965
Mean Pass. Cap. 588 770 258 316 630 427
Mean Age (Yrs.) 31 19 24 24

Source: Vessel Inventory

\0
tv
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Table 25

The Size Structure of the Liner Fleet:
1979 and 1984

Size Class Year Core Fleet Feeders Total
(DWT) No. DWT No. DWT No. DWT

< 500 1979 14 5,226 78 18,974 92 24,200
1984 9 3,480 98 24,033 102 27,513

501-1000 1979 33 26,909 15 15,850 48 42,759
1984 18 15,299 20 17,151 38 32,450

1001-1500 1979 28 35,311 4 4,807 32 40,118
1984 28 35,897 4 4,958 32 40,855

1501-2000 1979 18 31,293 0 0 18 31,293
1984 17 31,532 1 1,596 18 33,128

2001-3000 1979 17 39,147 1 2,158 18 41,305
1984 16 36,874 0 0 16 36,874

> 3000 1979 16 67,823 0 0 16 67,823
1984 17 73,542 0 0 17 73,542

TOT A L 1979 126 205,709 98 41,789 224 247,498
1984 105 106,624 123 47,739 228 241,362

Source: Vessel Inventory (1984)
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in total passenger capacity from 54,144 passenger spaces

in 1979 to 46,991 passenger spaces in 1984 (See Figure 10).

In 1979, eleven shipping companies dominated the liner

sector in deadweight capacity (80 percent) and volume of

cargo (73 percent). One hundred and twenty-six vessels

composed the core fleet with an aggregate capacity of

205,709 DWT. Of these, ninety-seven were mixed passenger

cargo vessels with an aggregate capacity of 54,144

passengers. By the end of 1983, two of the eleven major

shipping companies (Sea Transport and Compania Maritima)

stopped operation as a result of the keen competition

generated by the introduction of container services along

major routes. Sea Transport vessels were sold in the local

market while those of Compania Maritima were laid up pending

resumption of operations. By the end of 1984, net addition

to the fleet resulted in a core fleet of one-hundred and

five vessels aggregating 181,694 GRT and 196,624 DWT.

These vessels, owned and operated by nine shipping com

panies, accounted for eighty-four percent of the total

deadweight tonnage of the liner fleet. The reduction in

DWT capacity by 4.41 percent is due to the exclusion of

Compania Maritima's laid-up vessels. In 1979, this company

ranked first in DWT capacity with nine vessels aggregating

38,380 tons. The seven laid-up vessels have an aggregate

capacity of 28,434 DWT (Refer to Tables 26 and 27).
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Table 26

Ownership structure of Liner Vessels:
1979 and 1984

97

Company Year No. of GRT DWT Passenger
Vessels* Capacity

Sulpicio Lines 1984 21( 10) 43,473 44,992 12,014
1979 1 9 ( 15) 28,795 32,752 9,963

William Lines 1984 18 ( 12) 42,142 42,130 10,329
1979 20( 20) 29,388 29,396 11,274

Aboitiz Shipping 1984 1 6 ( 6) 26,426 31,261 3,954
1979 20( 14) 25,434 28,544 7,1 51

Lorenzo Shipping 1984 1 5 ( 2) 17,892 28,503 1 ,458
1979 8( 4) 8,697 12,035 1,428

Negros Navigation 1984 10 ( 6) 17,003 15,823 6,449
1979 8( 7) 13,852 9,859 7,040

Escano Lines 1984 7 ( 5) 8,378 10,017 2,128
1979 10 ( 8) 11,380 12,091 3,295

Sweet Lines 1984 8( 5) 13,041 9,596 4,483
1979 1 3 ( 12) 17,632 20,781 7,172

Gothong Lines 1984 6( 6) 6,256 3,366 6,176
1979 9( 8) 9,020 6,659 3,347

Compania Maritima 1984 0 0 0 0
1979 9( 9) 30,037 38,380 3,474

Sea Transport 1984 0 0 0 0
1979 8 ( 0) 8,388 11,771 0

ST 1984 126 ( 97) 181,694 196,624 46,991
1974 105 ( 51 ) 185,414 205,709 54,144

Others 1984 123(107) 38,319 47,739 31,657
1979 98( 84) 32,319 41,789 21,399

GT 1984 228(158) 220,013 244,363 78,648
1979 224(181) 217,798 247,498 75,543

Source: Vessel Inventory (1984).

*( ) Number in ( ) indicates the number of passenger vessels.

- ------- - ----------------



Table 27

Liner Fleet by Type of Service: 1984

Year Cargo* Cargo-Passenger* TOTAL
Con BB ST BB-Pass Con-Pass RO-RO ST

Core Fleet 1979 8 21 29 97 0 0 97 126
1984 39 15 54 36 3 10 51 105

Feeders 1979 0 14 14 83 0 1 89 98
1984 0 16 16 100 0 7 107 123

Total 1979 8 35 43 180 0 1 181 224
1984 39 31 70 136 3 19 158 228

Source: Vessel Inventory (1984).

~

0>
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The period 1979-1981 was characterized by fleet

expansion and modernization. The trend in vessel replace

ment was towards newer and larger vessels (See Figure 11).

In Table 24, four vessel parameters were used to indicate

the structural changes in the core fleet. The increases

in vessel size and capacities (cargo and passenger) are

reflected in the computed averages for GRT, DWT and

passenger capacity (See Table 26). The corresponding

increases were eighteen percent, fifteen percent and forty

percent, respectively.

Modernization entailed the introduction of container

and RO-RO vessels in selected routes. While container

vessels dominated the pure cargo operation, conventional

breakbulk vessels still comprised the majority in mixed

passenger-cargo operations (See Table 27). The infusion

of newer vessels and the subsequent phasing out of the

postwar core vessel resulted in a significant reduction

in the average age of the present fleet from 27 years in

1979 to 19 years in 1984. In the same year, per company

variation ranged from 20 to 31 years in 1979 to 15 to 25

years in 1984 (See Appendix E).

The age structure of the liner fleet in 1984 is

given in Table 28. Vessels belonging to both the core

fleet and the feeder service concentrated on the age group

16 to 20 years while vessels in the modal age group account

for 33 percent of the liner vessel covered by the study
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Table 28

The Age structure of the Liner
Fleet: 1984

Age Class Core Fleet Feeders Total
(Yrs.) No. GRT ... GRT No. GRTJ.

< 10 3 5,874 19 2,227 22 8,101
11-15 30 71,578 7 2,749 37 74,327
16-20 43 60,164 32 12,865 75 73,029
21-25 9 14,781 15 4,160 24 18,941

> 20 17 24,342 29 12,455 46 36,797

TOT A L 102* 176,739 123 38,319 225 215,058

Source: Vessel Inventory (1984)

*Excludes 3 chartered vessels (4,955 GRT).

(42 percent for the core fleet and 26 percent for the feeder

vessels).

The common practice of selling replaced vessels in the

local market contributed to the significant number of feeder

vessels in the "more than 25" age bracket. Many of these

vessels which are supposed to be scrapped still find

employment in the short distance routes. Their continued

operation as feeder vessels has been favored by the short

distances to be navigated and the sheltered waters between

the islands. These, according to van Diense (1964:8),

contribute to the practice of maintaining "certain leniency

in the minimum requirements as to the staunchness of ships".
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Revenue and Cost structures of the Liner Industry

The liner sector has traditionally been characterized

by a mixed passenger and cargo operation which is composed

mainly of converted break-bulk ships operating on long

routes with many ports of call and with low volumes of

traffic handled per port-call. Containerization has changed

this pattern by reducing the number of port-calls per voyage

and shifting high revenue cargo from break-bulk operations

(Morlok, 1970).

The main ports were serviced by many operators that

duplicate services. To illustrate the point, 75 vessels

owned by 16 operators on the Manila-Cebu route made 17

port-calls each, on the average , at either port. The two

foci of shipping activities in the domestic route-net are

Manila and Cebu. This pattern of operation was also

reflected in the cost structure of the industry. (See

Table 29). While the overall industry revenue split between

that generated by passengers and that derived from cargo

is 39% and 71 %, respectively, the fluctuations among

individual operators were great. The share of adminis

trative expenses also varied greatly, increasing with the

scale and technological sophistication of the individual

operators' operations.

Total expenses per DWT were highest for those opera

tors that employ the highest level of technology and have

---- --------------
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embarked on fleet modernization programs. The overall

industry average is approximately Philippine pesos P3,400

per DWT (US$373.63).

Table 29

Revenue and Cost structures of
Selected Operators: 1983

Company* Revenue Split (%)
Passenger Cargo

Distribution of
Expenses (%)

Operating Admin.

Cost Per
DWT
(P)

A 22 78 76 24 4805
B 64 36 78 22 1258
C 28 72 90 10 4506
D 5 95 79 21 3805
E 31 69 89 11 3406
F 36 64 73 27 2200
G 26 74 85 15 3806
H 46 54 90 10 6150
I 14 86 92 8 2605
J 8 92 80 20 1630
K 4 96 85 15 3230

Source: Shipping Companies

*Company names are withheld per agreement with the shipping
companies.

The cost of fuel consumption relative to total expenses

varied greatly within the industry. This may be due to the

route characteristics and to a lesser extent on the sizes,

speeds, types and ages of the vessels employed. Correlation

between route lengths and vessel sizes was found to be

insignificant.
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The figures given in Table 29 reflect the cost at

one point in time. The inherent diversity within the

industry resulting from the above-named factors simply

points to the difficulty in adequately generalizing costs

even on the route level. Thus, the use of "typical ships"

was employed in the estimation of the long run marginal

cost (LRMC) of operating a typical secondhand vessel in

the mixed passenger/breakbulk cargo trade in comparison

with a typical vessel in the container trade. It is

important to note that the preferences of owners in their

vessel procurement choices were in favor of secondhand

acquisitions. As a rule, new vessels were not considered

because of the high initial cost involved and that the

present tariff cannot support this requirement. Estimates

showed that cargo revenue for the industry exceeded LRMC

by 12.8 percent. The distribution of major expense items

are summarized in Table 30.

The cost structures of three types of operation were

computed for routes averaging 500 nautical miles. All

items except fuel cost were considered fixed. It is to

be noted, however, that fuel cost varied with route length

from about 12 percent of cost on the short routes to about

28 percent on the long routes depending on fleet utili

zation. Figure 13 shows the comparative costs by type

of operat~on. Shadow rates were computed for a mixed

operation (See Table 31).

~-- ~ ---- -----------
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Table 30

Distribution of Major Expenses by Type of Operation

Expense T Y P e 0 f o p era t ion ( %)
Item Mixed containerized

Capital 15.8 30.5
Crew 9.1 2.6
Repair/Maintenance 10.2 9.2
Supplies 11. 9 5.6
Cargo 9.5 7.9
Ports 0.9 0.6
Insurance 2.1 2.5
Misc. Operations 8.4 6.1
Administrative 15.1 10.9

Total Fixed Expenses 83.0 75.9
Fuel 17~0 24.1

Total Expenses 100.0 100.0

Source: Audited Financial Statement of Shipping Companies

The total revenue generated by the liner sector in

1983 was Pl.3 billion. About P813 million from cargoes

and P460 million from passengers. The cargo revenue by

end-use classification is given in Table 32. The contri-

bution to total industry revenue broken down by the value

of commodity is presented in Table 33. The weighted average

user charges were P.01714 per FT/Mile at a capacity utiliza

tion factor o£ 25 percent to 33 percent for cargo and

PO.0865 per passenger/Mile at a capacity utilization factor

of about 70 percent for passengers. The weighted average

port-to-port distance was computed at 478 nautical miles.
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Table 31

Shadow Freight Rates at 1978 Cost Level

Route Length Cargo Passenger

Short Route
Per Route Unit 48 46
Per Mile 0.242- 0.230

Medium Route
Per Route Unit 66 62
Per Mile 0.165 0.155

Long Route
Per Route Unit 97 91
Per Mile 0.121 0.114

Source: MARINA

The following conclusions can be drawn from the

foregoing observations:

1. At least 25% of all cargo was charged ad valorem

rates and generated as high as 40% of total

revenue;

2. The food and crude materials groups were, in

general, under charged relative to LMRC;

3. Only 5.4% of total freight revenue can be attrib-

uted to the nine specific price controlled

commodities; and

4. The high valued finished products were over-charged

relative to LRMC; hence, these commodities subsi-

dized not only the food and crude commodity groups

but also passage fares.



Table 32

Cargo Revenue structure By End-Use Classification

Commodity Group Share of Total
Revenue(%) Ton/Miles(%)

User Charge Per
Ton/Mile (P)

Food 24.6 35.8 0.141
Crude Materials 6.6 9.6 0.118
Chemicals 7.9 6.4 0.210
Manufactured Items

(Low Value) 21.7 22.8 0.163
Machinery and Transport

Equipments 15.6 14. 1 0.278
Manufactured Items

(High Value) 23.6 11.0 0.224

Total 100.0 100.0

Source: MARINA, Freight Rates Project (1981)

--a
OJ
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A fifth conclusion that can ba drawn from the analysis

of incoming and outgoing cargoes is that considerable rate

discrimination existed from link to link even for similar

commodities. In general, as a result of the traffic mix

and the traffic impacts suggested by the conclusions above,

there is a tendency for cargoes flowing from Manila and

Cebu to command a freight rate which is about twice that

of incoming cargoes. If the average industry user-charge

is related to the cost of producing shipping services,

it is likely that the present rate levels are adequate

to support a fleet utilization in the long run of only

25 percent of actual route capacity. Conver~ely, it is

implied that if route optimization, i.e., elimination of

duplication of services, is pursued there is the advantage

of increasing the fleet utilization factor (load factor)

that will eventually result in net savings to society.

Table 33

Revenue Contribution By Commodity Value

Commodity Value (P)

< 4000
4001 - 8000
8001 - 12000

12001 - 16000
> 16000

Source: MARINA

Percentage

51.6
27.0
19.0

2.0
0.8
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Financial Appraisal of the Liner Shipping Industry

This section provides a brief financial appraisal of

the interisland shipping industry based on financial indi

cators of eleven liner shipping companies in 1979 and nine

domestic shipping companies in 1983. The selected companies

accounted for 196,624 DWT or seventy-nine percent of the

liner fleet in 1979 and 205,709 DWT or eighty-four percent

of the liner fleet in 1983. The discussions limit itself

to an analysis of industry trends with comparative analysis

of year-end 1979 and 1983 performances. Since 1979, two

domestic shipping companies ceased operation. Because of

the change in data base (i.e., from eleven to nine domestic

shipping companies in 1979 and 1983, respectively) absolute

figures were not used in comparison.

The Income Account

Freight revenue serves as the major source of income

for the industry. It accounted for 65.56 percent of the

revenue structure in 1979 and 62.95 percent of the revenue

structure in 1983 (See Table 34). In 1983, perhaps in an

effort to develop other sources of revenue, income from

other sources, i.e., revenue not coming from freight or

passage) increased by 1.9 percentage points.
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Fuel expenses constituted the major class of operating

expenses. In 1979, this expense account was 37.94 percent

of total operating expenses, 31.32 percent of total

expenses and 27.19 percent of total revenue. The fuel

expense account had increased in importance in 1983 to

53.23 percent of vessel operating expenses, 39.24 percent

of total expenses, and 33.15 percent of total revenue

(Refer to Table 35). The operating margin established

in 1979 could not be maintained in 1983 (See Table 36).

The rising operating expenses relative to revenue level,

t?erefore, brought about more demands for freight rate

increases.

The Balance Sheet

The industry experienced a working capital deficit

but this should provide no cause for alarm if earnings

are stable and long-term financing is readily available.

The consolidated balance sheet as of the year-end 1983

indicated that long-term liabilities have increased the

proportion provided by these means in financing operations

(See Table 37).

Long term financing accounted for 39.45 percent of

the capital structure in 1979 and 46.9 percent of the

capital structure in 1983. This form of financing could

have been provided by government-negotiated loans, e.g.,
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World Bank funding, but due to the unfavorable terms tied

to these loans, the majority of long term financing was

provided by commercial banks 4•

The industry is extremely sensitive to changes in

demand and rising fuel costs. It depends on supportive

earning power (revenue) and loans to maintain its viability.

As assets grew in 1983, so did company liabilities. Table

37 shows that liabilities in 1983 provided 65.65 percent

of the funds needed to maintain the asset base thereby

making up for the deficit in earning power.

Table 34

Revenue structure: 1979 and 1983

Income from Vessel
Operations (%)

Freight
Passage
Others

TOT A L

1979

65.56
33.60

0.84

100.00

1983

62.95
34.31
2.74

100.00

Source: Shipping Companies



Table 35

Comparative Cost Distribution of the
Liner Industry: 1979 and 1983
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Cost (In Percent) 1979 1983

Vessel Operating Expenses
Crewing
Subsistence, Water and

Stores
Cargo-related Expenses
Repairs, Maintenance

and Drydocking
Fuel, LUbe and Oil
Miscellaneous

ST

9.19 7.23

13.62 8.89
11 .40 11 .30

12.07 8.77
37.94 51 .23
15.78 12.58

82.55 69.47

Terminal Operations
Expenses

General and Administrative
Expenses

TOT A L

2.93

14.52

100.00

10.85

19.68

100.00

Source: Shipping Companies' Audited Financial
Reports
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Comparative Financial Ratios*:
1979 and 1983
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Ratios

Total Cost/Total Revenue
Total Operating Cost/Total Revenue
Total Operating Cost/Total Cost
Fuel Cost/Revenue
Fuel Cost/Total Cost
Current Assets/Current Liabilities

1979

86.83
71.68
82.55
27.19
31.32

0.90

1983

95.54
84.49
88.43
33.15
39.24
0.87

Source: Audited Financial Reports of Shipping
Companies

*In Percent.

Fleet development in the past decade focused on

handling methods and the reduction in vessel's age.

Containerization and the consequent replacement of anti-

quated ships marked the modernization period in the

country's domestic shipping history. Containerization

was achieved at a relatively low cost as most of the

vessels, if not all, were imported secondhand from Japan.

In general, the container fleet is composed of converted

secondhand general purpose vessels. Some vessels were

reconstructed from existing conventional ships.
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Table 37

Composite Balance Sheet of Selected
Companies: 1979 and 1983

Items Year-end 1979
Amount %

Year-end 1983
Amount %

Current Assets 345,757
Property and Equipment 922,596
Other Assets 61,657

26.00 515,865
69.37 1,118,491

4.63 58,508

30.47
66.07

3.46

Total Assets 1,330,010 100.00 1,692,864 100.00

Current Liabilities 385,922 29.02 595,685 35.19
Long-term Liabilities 370,439 27.85 515,623 30.46
Other Liabilities 2,035 0.15

Total Liabilities 758,396 57.02 1 ,1 1 1 ,308 65.65

Total stockholders
Equity 571,614 42.98 581,556 34.35

Total Liabilities &
stockholders Equity 1,330,010 100.00 1,692,864 100.00

Source: Audited Financial Statements of Shipping
Companies

- ------------------- -- ----------------
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The container fleet was composed of self-sustaining

vessels, indicating a lag between shipping and port

development. Thus, containers were handled at conventional

berths without the proper equipments. Container operations

were primarily concentrated on the major trunklines linking

Manila and the major sub-centers in the Visayas and

Mindanao. In recent years, a major development has taken

place in secondary routes with the introduction of RO-RO/

palletized service. This is most noted in routes linking

Cebu with other sub-centers in the south. East-west link

ages in the national transport network became more visible.

As in the container operation, the discrepancy in the rate

of development between port and shipping hampered the

adoption of true RO-RO methods. The difference between

deck and port apron heights entailed the use of two fork

lifts passing the pallets from ship to shore and vice versa.

While the container fleet was predominantly in pure

cargo operation, the RO-RO/palletized operation was

characterized by high passenger volumes. The supply of

such tonnage in the domestic shipping was also made possible

by the availability of cheap secondhand vessels from Japan.

--- ------ -----
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NOTES

1. This does not include the hundreds of vessels below 15
gross tons. Most of these operate through municipal
licenses and/or peG clearances.

2. See discussion on essential commodities in Appendix K.

3. Since the liner vessels by the very nature of their
operation cater to shippers of small, frequent and
diversified shipments, the main commodity item fitting
this description is unspecified general cargo.

4. This was the position raised by shipowner,s during a
MARINA query on the non-availment of the World Bank
loan package in 1976.
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v. CONTAINERIZATION IN THE INTERISLAND TRADE

The introduction of containerization in the domestic

trade can be regarded as a partial response to an estab

lished transport process. The system as adopted in the

domestic shipping sector operates in an environment where

conditions were different from those that triggered the

innovation. A brief review of the history of containeri

zation is aimed at presenting what the concept implies

and what the requirements of the system entail.

The Container Revolution

The maritime industry is one sector wherein rapid

technological changes have taken place in the last two

decades. The concentration of changes, especially in the

cargo handling aspect, earned a significant position in

maritime history known as the "container revolution".

The impetus for change was generated by the port sector

where rising labor costs super-imposed on increasing

international competition in the postwar period was

envisaged through extensive mechanization and automation

that will make the vessel more efficient and productive

and at the same time reduce labor costs aboard ship by

reduced manning requirements and, in port, by the ultimate

reduction in port time.
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Cargo handling became the focus of interest. This

triggered a chain of events so that marine vessels under-

went rapid technological changes aimed at increasing

capacity and usage. Chrzanowski (1979) identified six

characteristic phases highlighted by:(1) the introduction

of mechanical propulsion; (2)the introduction of the steel

hull; (3) the use of propellers; (4) the introduction of

new hull design for bulk liquid cargoes; (5) the use of

internal combustion and nuclear energy; and (6) the changes

in cargo handling. He noted that the exceptionally high

concentration of changes that occurred in the last few

decades identifies contemporary technological progress

in shipping and that:

The essence of this progress consists
of a wide application of automisation,
electronics, and new methods of cargo
handling and conveyance (p. 8).

Well marked in maritime history is the commercial

1application of container system in sea transport. First

launched by Sea-Land in 1966, the full scale employment

of containerships in ocean trade spread through the major

routes among the developed countries and within a span of

seven years the container service network had been estab-

lished. By the end of 1979, five hundred forty container

ships, including Roll-on Roll-off (RO-RO) and Lift-on

Lift-off (LO-LO) types, with a toatl GRT of 11.60 million

tons were in operation in the overseas liner trades. It
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was estimated that 85 percent of the total tonnage is

employed in routes among developed countries and the

remaining 15 percent is operated in all other routes

(ESCAP,1983). The spread of the system in the North/South

trades 2 is an inescapable stage in the established transport

chain (Gilman, 1977; Mayer, 1973: Smith, 1978).

The widespread use of containers was attributed to

the economic gains derived from unit load systems in terms

of reduced total distribution costs for shippers as well

as reduced operating costs for shipowners (Couper, 1972;

Kendall, 1983).3 It also facilitated the movement of

commodities by allowing easy transfers between modes thereby

reducing transit time.

The relationship between distance, time and costs

changes with corresponding changes in technology (Ebel,

1978: 126). He described the steps involved in transporting

commodities in the pre-container era as follows:

••• the existing system •.• consisted in the
shipper or freight forwarder loading the
commodities into the truck or rail car at
his plant, transporting it to the marine
terminal in the seaport from where the
water leg would begin, discharging from
the land vehicle, storage in the pier
shed awaiting ship arrival, loading into
the ship and then repeating the process
in reverse order at the other end.
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The conventional vessel was designed for flexibility

in order to accommodate the miscellaneous nature of cargoes.

Ship design catered to a wide variety of commodities. It

was not cargo handling oriented; instead, ship form and

propulsion machinery held top priority to account for the

basic requirements in terms of carrying capacity and speed4

(Ebel, 1978; Kendal, 1983). Ebel (1978:126) identified

cargo handling as the dominant weakness of the system and

this made its toll when postwar inflation brought a "severe

escalation in labor costs without compensating increases

in productivity."

With containerization, the system of transporting

commodities drastically changed. The labor-intensive

interruptions along the transport route were minimized by

the intermodal through movement of relatively large cargo

units of standardized dimensions; hence, vessels were able

to carry as much if not more cargoes in lesser number of

calls. It is claimed that a modern cellularized vessel can

carry the same amount of cargo carried by five conventional

vessels over a year (Kendal, 1983). However, the high cargo

handling capability feature is not a monopoly of container

vessels. Gilman (1979), for example, showed that mixed

systems such as semi-containers and conventional/RO-RO types

can be equally productive.

The historical development of containerization is well

documented (ESCAP, 1983; Kendal, 1983; Von Schirach-Szmigiel,
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1979; Ebel, 1978). Interest in containerization appeared

in the commercial shipping sector only after the World

War II. During this period, limited experimentation with

the commercial use of containers was inspired by the

protection afforded by the metal box. Hence, security of

high valued cargoes against pilferage was the prime

motivation. While the military continued to expand its

Conex container fleet, the commercial shipping sector held

its own in specialized applications.

The Advantages of Unit Loads

The entry of marine containers began when McLean

Trucking acquired a steamship line--the Pan Atlantic steam

ship Company later named Sea-Land Service. The limited

application of the commercial use of containers confirmed

the economics of the system. High cargo handling produc

tivity combined with low per ton/mile cost at sea spelled

advantages over the conventional system (Ebel, 1978).

Benefits that accrue from the advantages offered by the

new method contributed to its widespread adoption. These

benefits are summed as follows:

1. Reduced ship time in ports resulting in faster turn

around;

2. Reduced labor cost;
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3. Shorter time for cargo to reach producer and

consumer;

4. More product protection due to less physical handling

of cargo;

5. Less pilferage afforded by greater security for

cargoes;

6. Better protection against detrimental weather

condition and elements;

7. Ease of shipment and intermodal operations;

8. Better berth as well as vessel utilization; and

9. Improved shelf life of perishables.

As the complexities of the system came to be under-

stood, tremendous potentials to bring about an economical

and effective transportation system in relation with other

modes were being discovered (Gorman, 1978). This endeavor

is contained in the concept of intermodal transport which

gave full utility to the notion of landbridges. 5 Container-

ization played a key role in increasing the degree of

sUbstitution 6 between modes through the landbridge concept.

Although the idea dates back to the 19205 (Trans-Siberia),

full development took place only after the use of containers

were introduced (Chrzanowski, 1979; Gorman, 1978). Gorman

(1978:92) corr~ents:
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The net effect of this spread of bridge
traffic is to extend the competitive range
of individual operators and conferences to
the point where inter-operator competition
and inter-conference competition is now
almost worldwide. Coupled with all-water
feeder services, many major ship operators
formerly constrained to a few routes, can
now offer service practically on a world
wide basis.

Substitution did not occur only between modes

(inter-modal) but also within modes (intra-modal). This

was effected by the standardization of container vans or

the adoption of uniform-sized containers that can be loaded

with equally productive use of space on different modes

t f . 7or ypes 0 carr1ers. standardization was viewed as the

only way by which universal interchange can be achieved

and the full benefits of inter/intra modal containerization

can be realized. Standardization also led to the birth

of the flourishing container leasing business. Recent

figures show that about half of the moving containers are

leased rather than owned. 8 The estimated number of container

vessel is at least three times its actual capacity in twenty

foot equivalent units (TEUs). In this respect, container

leasing becomes more attractive than owning extra lnits of

container vans. Along with increased vessel productivity

and related qualitative benefits offered by containerization

was the emergence of an "infrastructure for container

shipping II that encompasses a "whole catalogue of functions

and responsibilities on the part of the shipowners ..• which
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explains the complexities of the container system" (Kendal,

1983:9). This entailed the incorporation of an indispensable

network of agents, forwarders and cargo brokers in the entire

operation to represent the company throughout the area of

operation.

The Drawback of Containerization

The container revolution marked a technological

success in maritime transportation. For some observers,

the years of "hardware development" has ended and that future

gains from the system will come in the area of organization

and management streamlining the inter-modal aspect (Von

Schirach-Szmigiel, 1979). But, the revolution did not pass

without criticisms. For two decades since the start of

the experiment, large sums of capital have the been invested

in ships, containers and terminals. It was identified by

some authors to be the very reason why it is difficult even

to imagine abandoning the system and going back to the

break-bulk. Kendal (1983) cited as an example the United

states whose investment in ships, containers and port

facilities for the period 1958 to 1973 amounted to $7.5

billion. His estimates of the expenses involved in

converting to the new method were as follows: 9
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1. Containerships cost $25 to $30 per cubic foot to

build as compared with $1 to $8 per cubic foot for

the conventional break-bulk carrier.

2. A standard steel container (20' x 8' x 8.5') costs

$3,500 and a fully refrigirated container is about

four times higher.

3. A thirty-ton capacity container-handling crane

involves a minmum investment of $1.75 million.

4. Waterfront property for marine terminals and

marshalling yard costs between $250,000 and

$350,000 per acre.

The new system involved not only new methods of cargo

handling and convenience but also necessitated a wide appli

cation of very expensive automation and electronic equipment

for tracking down containers. 10 The large capital invest

ment requirements for a full-scale container operation,

therefore, favored those companies with sufficient capital.

Those who could not provide for the growing capital intensity

changed from individual or partnership into limited liabi

lity companies (Chrzanowski, 1979). Many joint-stock

companies were formed and later on evolved into a holding

company and an operating concern (S. Svendsen, 1976). Thus,

the great capital requirement made way for a declining number

of firms in gretaer control of the total tonnage. As a

result, a number of "reputable small-scale operations have
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to withdraw from business and liquidate their holdings"

(Kendal, 183:68).

As a major component in the maritime transport system,

ports are under increasing pressure by new demands imposed

by the new technology, changes in the patterns of trade and

in the nature of goods carried. Pressure is generated not

only by the waterborne cargo movement and associated hardware

but also by the necessary onshore facilities and support

services which affect the physical and technological

character of seaports (NRC, 1979). With containerization,

pressure on urban land i~creased because of the need for

more upland areas for storage and stuffing/stripping

operations. Furthermore, there was a growing demand for

more and wider access roads. Large ships with deeper drafts

require deeper and wider channels necessitating more main

tenance dredging of existing channels and development of

new ones.

As ports adjust to meet the challenge of new and

increasing demands for maritime services, problems are

generated as competing demands for different land uses are

placed on the limited resources of the coastal zone (NRC,

1979). Ports in recent times have been problem areas as

they intract with local communities as well as with large

metropolitan areas. More often than not, problems related

to disruption of neighborhoods and damage to the natural

environment are the common issues. In addition, the
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increasing mechanization of port activities which leads

to the displacement of labor is a well known trouble spot.

Full benefits to be derived from containerization spell

out other requirements which will have to be synchronized

with port expansion and the development of inland transport

ation. Good access roads are a prerequisite for reaping

the benefits of door-to-door service. In general, container

service is of maximum benefit when 'there is a two-way movemnt

of commodities. The promised advantages of the system may

be enjoyed only when the container exhibits high utilization

rates in both directions; otherwise, return empties will

have to be compensated by relatively high freight rates.

In such cases, using break-bulk vessels becomes more of

an advantage.

Gorman (1978) illustrated the sensitivity of profits

from containerization to utilization levels. His study

demonstrated that the container vessel is much more

profitable after reaching its break-even utilization than

are the break-bulk ships. On the other hand, when utili

zation is below break-even it loses much faster. Taken all

together, the containership has even greater incentive to

maintain utilization above the break-even point and more

to lose when it does not. Gorman (1979:108) noted that:

---------------
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Given the condition of overcapacity
of many container trades, there is
a strong incentive to use whatever
means are available to increase
utilization. One obvious measure
is rate competition which has been
endemic in the container trades in
recent years. Ordinarily, rate
competition is eliminated by the
conference system, but with the
over-capacity in the container
trades effectiveness of conference
control was weakened, and legal
and illegal rate cutting became
common.

The container era also created great repercussions in

shipping management and organization (Hershman, 1978;

Klaasen, 1976). The entire system calls for better education

and training of seafarers as well as onshore personnel. The

former have to contend with the increasing mechanization and

automation while the latter have to redirect efforts towards

better work planning, monitoring systems and "failure diag-

nostics". A close integration with the earlier mentioned

infrastructure for container services is also imperative

because ports, even those separated by great distances,

become highly competitive (Philips, 1975; Pergum, 1973).11

The major constraints of containerized services have been

identified and are summariz3d below:

1. Tremendous investment requirements in ships,

containers, facilities and shore-based equipments;

2. Slow capital recoverYi

- -- - - ----------
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3. Less flexibility in relation to ports to be

serviced due to terminal and back-up facility

requirements;

4. Maximum utilization is highly selective of routes

plied, i.e., highly profitable only in routes

with equally high containerizable backload.

5. Requires a new system of management and

organization; and

6. Requires strict monitoring and control of

containers and equipment outside the port area.

The interplay of the aforementioned factors generated

a net advanatge that favored the outright adoption of the

new technology. However, a re-evaluation of the system in

recent years drew special attention to its full adoption

in the liner trade. Hence, in 1978, analysts in the field

(Gilman, 1979; Ebel, 1975; Von S. Szmigiel, 1978) foresaw

a restructuring of the liner sector leading to a co-existing

system of cellular container, specialized and mixed sub

systems. This observation was confirmed in an ESCAP report

which noted the growing participation of semi-container

vessels not only in the North/South trades but also on

routes between developed countries. Their entry in the

latter represented the emergence of new shipping lines that

employ semi-container ships as a step to full-scale container

service or those belonging to established lines that are

-------- ---- ------ -------------------------
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concentrating on non-container (bulk) car~o but aim at

containers for better operational results. In the

North/South trades, semi-container ships are necessarily

used owing to land infrastructure as well as cargo patterns.

. Container Services in the Interisland Trade

Even with successful operation in international shipping

circles and in the domestic operations of more advanced

countries, the new technology was met with very cautious

reaction from local shipowners mainly as a result of

perceived risks and disadvantages such as:

1. Market acceptability;

2. Lack of containerizable backload;

3. Underdeveloped ports and back-up facilities;

4. Lack of cargo handling equipment;

5. Tremendous new investment requirements in ships,

containers and equipment; and

6. Lack of adequate credit facilities.

Notwithstanding, containerization made its way in

the domestic scene. Within a span of four years after

the deployment of the first interisland container vessel

in the Manila/Cebu run, other major domestic shipping routes

had been serviced by vessels with container carrying

capabilities. But, it was not until two years after the

first container vessel had been introduced that the spread

-- - ------------ ----------
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to other routes took place. This spread was triggered by

the entry of William Lines in the container business in

1978. The actual expansion, thus, took effect in a much

shorter period between 1978 and 1979. This was participated

in by four shipping companies operating thirteen container

ships with a total capacity of 1,371 TEUs.

The Origin of the Interisland Container Traffic

Container traffic in the interisland trade has its

origin from international transit containers. In the early

seventies, notices given by several foreign shipping compa-

nies to use fully containerized vessels became the focus

of attention at the port of Manila since the port was not

d t t t · 1 2 I t th 1 drea y 0 accep con a~ners. n response 0 e p anne

move of foreign shipping companies to containerized, one

berth of Pier 3 of the Manila South Harbor was converted

into a common user type 13 for self sustaining container

vessels, i.e., vessels with shipboard crane. Entry of

non-self sustaining vessels in the Manila market was made

possible by the acquisition of a 70-ton Munitowoc Crawler

Crane by the American President Lines (APL). It was not

an APL exclusive but was rather intended for use by any

shipping cornpany.14 The acquisition cost of the crane

in 1972 was US $450,000.

---- ---------------
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The growth of container traffic went beyond expecta

tions as the volume of containerized foreign cargoes

increased, most especially when export cargoes going out

in containers continued to grow. In 1971, the PPA recorded

some 2,852 container units of verying sizes 1 5 that passed

through the Manila South Harbor. By 1980, a total of

508,935 TEUs passed through six major ports. Of this

number, about half (49.87 per cent) were foreign

containers 1 6•

Handled mostly at Manila, interisland movement of

transit 1 7 containers reached significant levels to warrant

a domestic shipping company to venture into a full domestic

container operation. The pioneering venture of Aboitiz

Shipping Corporation (ASC) was supported by the existence

of sizeable and regular containerized transit cargoes

between the prime ports of Manila and Cebu.

The first interisland container vessels was a 3,560

DWT second hand acquisition which was converted locally

to carry 130 TEUs. Subsequently named MV P. Aboitiz, the

initial operation of the vessel in late 1975 was basically

an experiment focused on the perceived uncertainties brought

about by the wide gap between existing conditions and the

necessary requirements of the new technology. What proved

to be an effective incentive for the company to provide

regular service between Manila and Cebu was the free use

of the otherwise empty transit containers backloaded to

---------------



134

Manila for stuffing of ASe's cargoes. Thus, a regular

container service in the Manila/eebu run commenced in 1976.

Undaunted by difficulties generated by the new system,

the experiment became a success so that by the end of the

year, AS~ commissioned its second container vessel, the

MV Sipalay18 as back-up for the MV P. Aboitiz.

The introduction of the first scheduled full-container

cargo operation so far unheard of in local shipping circles

signaled a turning point in domestic shipping operation

and later on changed the erstwhile traditional break bulk

passenger/cargo operations. A local container revolution

was in the making as ASe's success story did not go

unnoticed, most especially when companies who thought they

had a fine grip on their freight market started to lose

to the container operator. In the process, other leading

companies started to introduce fleet modernization programs

with containerization as top priority. In August 1977,

Ase purchased a replacement vessel for the semi-container

vessel MV Sipalay. The 3,857 DWT full-container replacement

vessel has a capacity of 172 TEUs which is more than three

times the capacity of the replaced vessel. The MV Sipalay

.was then rerouted to the Manila/Davao run where the market

f t · · d f t d 1 . 19or con a~ner~ze cargo was as eve op1ng •

The expansion of containerized service to other major

routes took place two years after the first container vessel

was introduced. It was not until 1978 that a second

--._~--~.._- ----~---- ----------------
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domestic company embarked on containerized operations.

Thereupon, it became known that a new era of competition

had materialized. Containerization dictated a company's

survival.

The Container Fleet

Containerization showed spectacular growth despite

major constraints resulting from undeveloped ports, big

capital outlays and lack of containerizable backload.

The historical development of the fleet is shown in Table

38. In the history of the Philippine maritime industry,

the period from 1980 to 1982 was characterized by fleet

rehabilitation through replacement and conversions. The

net additions to the fleet were highest in 1981 with the

addition of twelve newly converted vessels or an equivalent

increase of 52 percent from the previous year in terms

of the number of vessels. The total TEU capacity of the

fleet was 3,841 TEUs. 20 This represented a higher

percentage increase over the 1980 figure by 66 percent.

The year 1981 also marked the participation of all big

liner shipping companies in the container trades 21• Ten

companies operated thirty-five vessels composed of both

full and semi container ships .

. ---------------------- --------------
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Table 38

The Container Fleet: 1976-1984

Year No. of No. of TEU
Companies Vessels Capacity

1976 1 1 130
1977 1 2 164
1978 2 8 831
1979 4 13 1 ,371
1980 7 23 2,317
1981 10 35 3,841
1982 10 45 4,538
1983 8 50 4,703
1984 8 50 4,695

Source: Vessel Inventory

The new additions to the fleet, i.e., the newly

acquired vessels beginning 1976, involved an investment

of at least P325.9 million pesos (U55$36.2) exclusive of

conversion costs 2 2• All vessles were secondhand acquisitions

the majority of which were purchased from Japan.

As of December 1983, the average age of the container

fleet was seventeen years. However, if computed only for

the new acquisitions involving fourty-four vessels, the

average age of the container fleet is reduced to only twelve

years 23• In comparison, the avergae age of the core fleet

24(including the container fleet) is twenty-two years. The

series of replacement which characterized the period from

1979 to 1982 drastically reduced the average age of the

fleet which, prior to containerization, was twenty-eight
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years. The growth of the container. fleet can be attributed

to a combinmation of four reinforcing elements:

1. The keen competition in the freight market most

especially along the major routes;

2. Proper timing as the core fleet was nearing block

obsolescence;

3. The availabiility of cheap secondhand vessels

from Japan; and

4. Low conversion cost because of the availability

of low cost skilled labor as well as facilities

necessary for the conversion of vessels to accommo

date containers.

The Growth of the Container Trade

Corresponding increases in the volume of containerized

cargo in the domestic trade accompanied the growth of the

fleet. Table 39 shows an increasing volume of containerized

cargo handled at the base ports for the period 1979 to 1983;

however, the decreasing rate of growth seems to indicate a

leveling-off. As the network for container services has

already been established, marginal increases in the future

will be affected by the development of feeder services to

the major container ports.

The relative shares 25 of conventional and containerized

cargoes to the total throughput of base ports is given in
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Table 40. It should be noted, however, that PPA's diffe

rentiation between conventional and containerized cargoes

is that the former includes all other cargoes (including

bulk commodities but excluding liquid bulk) not packed in

metal boxes (or containers). Hence, if bulk commodities

are excluded, i.e. limiting cargoes in the liner trade,

the actual share of containerized cargo is much bigger.

In 1983, for example, the core fleet transported 8.53 million

metric tons of cargoes 5.42 million metric tons (65.53 per

cent) of which are containerized.

The advantages derived from containerization made

shippers and consignees opt for the service rather than

the break-bulk. For the container operators, considerable

advantages are seen in the improved efficiency of the ship

as indicated by the significant reduction in port time and

consequent improvement in the working ratio of ships, i.e.,

faster turn-around. The aforementioned security and protec

tion afforded by the metal box as well as the minimal

physical handling of cargoes generated savings for companies

resulting from lower claims. Both shippers and shipping

companies benefit from ease of transhipment and intermodal

operation. On the port's side, better utilization is

assured.



Table 39

containerized Domestic Cargoes:
1979-1983

Year Volume (MT) Growth Rate ( %)

1979 1,323,896
1980 2,656,886 100.69
1981 3,957,564, 48.95
1982 4,995,270 26.22
1983 5,554,533 11 .20

Source: Philippine Ports Authority

Table 40

Percentage Share of Conventional and
Containerized Cargoes: 1979-1983

Year Conventional Containerized

1979 90.83 9.17
1980 81 .99 18.01
1981 72.46 27.54
1982 67.64 32.36
1983 67.66 32.34

Source: Philippine Ports Authority

-_.- ---
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The Container Ports

The expansion of container service reached the major

ports by the end of 1979. This occured without significant

changes in the port sector which consequently affected the

efficiency of container operations. In general, Philippine

ports were ,not properly equipped. Land-based infrastructure

such as container yards (CY) and container freight stations

(CFS) lacked adequate space thereby causing congestion and

slowing down operations.

Six shipping companies were involved in providing

container service at these ports. The viability of container

operation was ascertaind by the ports' relatively high cargo

turnover. Foremost in the list were Manila, Cebu, Davao,

Iloilo, Bacolod, Cagayan de Oro and General Santos. These

ports accounted for 88.58 percent of the total loaded

containers (both full container loads and less than container

loads) in 1983.

In the same year, seventeen ports handled at least

5.554 million metric tons (MT) of containerized cargo loaded

in 477,927 TEUs. The port of Manila continued to serve as

the focus of container traffic since 1976. The port's

throughput for loaded containers was about half of the

overall traffic. The port of Cebu ranked second with 81,467

TEUs. Relative to the total trafic, Cebu accounted for
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17.06 percent. Five other ports contributed significant

shares in the container trade: Davao (8.07 %)i Cagayan

de Oro (4.54 %)i Iloilo (4.41 %)i Bacolod (4.11 %)i and

General Santos (3.39 %). The aggregate share of these ports

was 24.52 percent. Combined with Manila (49.02 per cent)

and Cebu (17.06 per cent), at least ninety percent of all

loaded containers passed through these seven ports.

Container traffic for empty vans numbered 77,194 TEUs.

The ratio of empty to loaded containers was 1:6 on the

average. Per port variation among the top ranking ports

ranged from 1:3 (Bacolod and General Santos) to 1:8 (for

Manila). A wider margin is observed in the directional

traffic (incoming and outgoing) with the port of Bacolod

exhibiting a poor performance ratio of 1:1 for outgoing

contianers. On the other end is the port of Manila with

a ratio of 1:11.

The Containerized cargo26

A wide variety of commodities ranging from agricultural

produce to industrial manufactures comnposed the container

ized cargoes in the domestic trade. In 1983, the specific

agricultural commodities which ranked high were corn (7.61

percent)i rice/palay (5.94 percent)i pineapple and bananas

(5.74 percent) and copra (2.94 percent). Commodities lumped

under "Other General Cargo" and "Other Consumer Goods" were
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the top ranking commodity groups with 42.74 percent and

8.61 percent, respectively.

The unclassified commodities which account for sixty

two percent of the total cargo volume are primarily Manila

cargoes. Since all major container routes are linked with

Manila, it is safe to assume that the commodity mix and the

corresponding shares are reflective of the type and distri

bution of containerized commodities. The figures on the

separation of container traffic into outgoing and incoming

supports the above observation. In adition, the concentra

tion of manufacturing establishment in Metro-Manila account

for the large outflow of high valued manufactured goods

and the consequent high percentage share of general cargo

in the incoming cargoes of the eleven base ports.

Cost Comparisons for Break-Bulk and Container Vessels

The operating cost differences between break-bulk and

container operations at varying load factors are provided

in Appendix G. The same size (capacity) vessels were used

for comparison. While clearly the investments required

in containerization (vessel and container vans) account

for more than twice the capital cost for break-bulk

operations, the shorter turn-around time of the container

vessel is translated in a lower cost both per ton and per

ton-mile. Consequently, the required freight rates need
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not be as high as that for break-bulk operations and box

rates (not currently practiced) are entirely feasible.

The largest fixed expense component for the container

vessel was its capital cost. This characteristic explains

the increase in the asset figures in the consolidated balance

sheet (as of December 31, 1983) five years since the first

container vessel was introduced in the interisland trade.

Containerization and the Laid-Up Tonnage

As of August 15, 1980, twenty-one vessels aggregating

40,745 DWT had been laid up (See Table 41) as a consequence

of the decline in the demand for shipping services. Veri

fication of the above is made using, as a measure of demand,

cargo throughput and passenger trafic data from a sample

of PPA base ports for the first quartter 1979 and first

quarter 1980 were compared. This methodology carries with

it the implicit assumption that the sample of PPA base ports

is indicative of domestic waterborne cargo and passenger

traffic. As a measure of changes in supply, laid-up vessels

were translated into service levels at their authorized

ports of call.

Approximately 67 percent of the number of vessels laid

up (42.62 percent in terms of total DWT on laid-up) is more

than 25 years of age. This suggests that a larger proportion

of the fleet in this age category (estimated at 42 percent
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of the total number of liner vessels) has been eliminated

from the service. The younger vessels (less than twenty-five

years) have been laid-up, not so much because of vessel

obsoloscence but because of high fuel consumption.

Table 41

Summary of Laid-up Tonnage
by Year Built

Year Built No. of Vessels Deadweight

1945 & Below 8 6,349
1946-1950 5 11,322
1951-1955 1 1,325
1956-1960 3 9,192
1961-1965 3 9,432
1966-1970 1 3,125

Total 21 40,745

Source: MARINA

The decline in service levels due to laid-up tonnage

is prominent in Manila, Zamboanga, Cebu, Dadiangas, Cotabato,

Iloilo, Davao and Cagayan de Oro (See Table 42). Almost

all vessels on lay-up are break-bulk/conventional

cargo-passenger vessels. Only two vessels may be considered

pure conventional cargo vessels. Of the companies with

laid-up tonnage, only Aboitiz Shipping Corporation abandoned

company services in certain ports. Replacement tonnage

for these ports, however, has been proposed by other domestic



Table 42

Laid-Up Tonnage by Authorized
Port of Call: 1980

Port No. of Total· Total Pass. Vessel
Vessels DWT Capacity Calls

Manila 19 39,993 7,099 50
Zamboanga 7 23,099 2,900 7
Cebu 11 17,872 3,984 37
Gen. Santos 5 14,111 1,952 5
Cotabato 3 11,588 1,348 3
Iloilo 3 10,313 1 ,439 6
Davao 3 7,750 504 3
Pagadian 2 5,336 952 2
Cagayan de Oro 4 2,402 632 22
Butuan 2 2,100 669 8
Surigao 2 2,100 669 8
Dumaguete 2 1,850 632 6
Dipolog 1 1 ,815 476 1
Tagbilaran 3 1,925 997 20
Sipalay 1 1,325 491 4
San Carlos 1 1,325 491 4
Basilan 1 1,250 120 4
Kabasalan 1 1,250 120 4
Iligan 1 925 307 3
Masbate 1 925 307 3
Tacloban 1 525 268 1
Catbalogan 1 525 268 1
Larena 1 500 336 8
Jagna 1 252 390 12

Source: MARINA

145
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shipping companies. In effect, there has been no total

abandonment of shipping services in any port affected by

the laid-up tonnage.

Demand Behavior

In general, there was an over-all increase in outbound

cargo volume but an over-all decrease in inbound volume

(See Table 43). All base ports in the Visayas and Mindanao

experienced a decline (or minimal growth) in discharged

cargo. This implies a decrease in purchasing power that

may have been caused by the slump in the coconut industry.

Among ship operators, it is a common practice to follow

closely the ups and downs of coconut prices as this has

been established to have a strong corelation with the

marketing cycles in the Philippines.

The increase in cargoes loaded at Cebu, Iloilo, Cagayan

de oro and Zamboanga indicates a possible increase in demand

for shipping services to carry outbound cargoes. However,

these ports, save for Cagayan de oro, have an average inbound

cargo volume ratio of 2.67:1. The increases in loaded cargo

may therefore not offset the decreases in discharged cargo,

and in an industry where fleet size has been largely dictated

by the high inbound to outbound cargo volume ratio, the

effect on the existing fleet is one of lower average

utilization rates.
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Cagayan de Oro, with an inbound to outbound cargo volume

ratio of 0.70, registered a market increase in loaded cargo

volumes. It is noted, however, that the increase is greater

for containerized cargo than for conventional cargo. A

decline in the demand for shipping services at General Santos

and Cavao is apparent and may contionue for the coming years.

A temporary slump in the Mindanao market, particularly in

Central and Southern Mindanao, has been predicted by the

Center for Research and Communiation (CRC). Cargo volumes

generated and discharged in the Samar-Leyte region have

decreased and the effects on the demand for shipping services

in trhe region are negative.

Almost all ports with containerized cargo handling

operations showed a decrease in conventional cargo handled

or a less proportional increase (See Table 44). It is

estimated that 72.33 percent of the increase in containerized

cargo handled is traceable to the probable shifting of

conventional cargo to containerized carriage.

Changes in demand for passenger service may be gauged

by the behavior of passenger traffic in Manila and Cebu.

Both ports account for 30 percent of the total passenger

volume and serve as major passenger terminals. Passenger

traffic in Zamboanga, Cadiangas and Cavao have increased

and this may account for the slight increase in passenger

recorded at Manila and indicates a probable shift from air

travel to sea travel on the long-distance routes. On the
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other hand, passengers recorded at Cebu have decreased.

In view of the importance of Cebu in passenger traffic of

Eastern Visayas and Northern Mindanao, it is possible to

foresee a decline in the demand for passenger services in

routes that linked these regions with the port as direct

shipping services between these regions and Manila have

been fully established. Thus, the slight increase in

passenger traffic r~~orded in Manila and the decrease in

passenger traffic recorded in Cebu suggest a decline in

the demand for passenger services.

The foregoing discussion shows that there is an apparent

decrease in the demand for shipping services, but, this

factor alone does not explain the existence of laid-up

tonnage. The majority of the interisland trade routes are

overtonnaged to begin with. It was mentioned earlier that

the decline in service levels due to laid-up tonnage is

prominent in the major ports. But, it should be noted that

in all ports a shift to containerized cargo-handling

operations have taken place and this left the conventional

cargo operators with less cargo volumes to sustain continued

operations. Furthermore, containerized cargo operations

in direct routes created an effective increase in capacity

as a result of faster turnaround thereby aggravating the

already overtonnaged situation in the major routes.

There is reason to believe that the investments

undertaken as a result of containerization created a



Table 43

Proportion of Inbound to Outbound Cargo
and Passenger Traffic: 1980

Port Cargo Passenger

Manila 1.08 1 .01
Cebu 3.25 1 .56
Batangas 1.49 0.98
Iloilo 1. 73 0.93
Tacloban 1. 72 0.98
Puerto Princesa 3.31 1 .56
Cagayan de Oro 0.70 0.73
Zamboanga 2.92 1 .01
General Santos 0.42 1 .01
Davaoa

Sta. Ana 1. 20 0.83
Sasa 1. 37

Source: Philippine Ports Authority

apassenger traffic is concentrated at the
Sta. Ana port and is negligible at Sasa.

Table 44

Estimated Rates of Increase (Decrease) in
Cargo Movements*: 1979 and 1980
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Port

Manila
Cebu
Cagayan de Oro
General Santos
Davao

Conventional

(13.83)
(12.31)
(14.15)
(16.95)
(38.92)

Containerized

105.53
394.23
109.91

28.00
38.03

Source: Philippine Ports Authority

*In per cent.
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preference by container vessel operators for the higher

paying cargoes leaving the lower-priority, lower paying

cargoes to the conventional liner cargo operators. The

drop in demand for passenger services may have some negative

effects on the industry's liquidity position. Passenger

traffic provides the domestic shipping companies with ready

cash while shippers are usually provided sixty-day credit

terms. A decline in passenger movemnts may force the

companies into cash flow difficulties especially among

domestic sahipping companies with medium and short term

loan structures.

Rerouting of the remaining cargo-passenger vessels

will be necessary to maintain viability in operations.

As what has been happening, certain shipping companies

have begun to reduce redundant tonnage, minimize sailing

frequencies and operate their vessels in shorter routes.

These operational changes may give rise to the following:

First, frequency of calls to depressed areas may decrease

considerably if not eliminated entirely. Second, over

tonnaging in profitable routes may occur as vessels are

transfered to these routes to achieve a suitable level of

cross-subsidization. With the recent increases in fuel

prices, the fuel component of operating costs has risen

to a point where break-even load factors are too high to

attain in a route where demand has declined and

over-tonnaging is prevalent.
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The increase in containerized cargo handled may

convince the conventional cargo operators to containerize

their existing cargo-handling operations and open up new

ports to containerized services. The effects of these

moves on effective fleet size demand a re-examination of

existing policies on replacement and modernization. It

is expected that the domestic shipping companies will be

forced into a contraction of their fleet sizes in order

to increase over-all company load factors. They will, of

course, require considerable flexibility in their vessel

routings until a balance has been set between the supply

of fuel-efficent tonnage and the demand for shiping

services. The net effect will benefit the industry but

may cause further abandonment of non-profitable operations

and a loss of some companies' traditionality in certain

links. The MARINA policies on voluntary route abandonment

are not clear.

The acceptability of the containerization program

questions the continued viability of conventional cargo

passenger operations especially on long-distance routes

where revenues from cargo constitute approximately seventy

percent of the total revenue structure. A decline in the

demand for cargo capacity, coupled with the competition

from containerization, may force the conventional cargo-

passenger vessel out of service. While this acts towards

a rationalization in cargo capacity offered, it is

---- -------_._--- --- _.- - ----- ------_._----------
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detrimental to the demand for passenger services. The

policy questions are clear but the aggregate data as

presented here can not provide the answers because this

requires very detailed study at the specific route levels.
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NOTES

1. The use of containers as a form of unit load was first
developed and applied by the New York Central Railway
Company. The first rail containers were used between
Cleveland and Chicago in 1921. This consisted of 3-ton
lift vans of the size 9' x 6' x7.4'. Further improve
ment led to the Piggy-Back system wherein trailers
were carried aboard "Flat Cars". Central to the unit
load system is the concept of through transport which
entails mechanized cargo handling of large cargo units
of standardized size and shape throughout the transport
chain. The key elements of the system are door-to-door
service and inter-modal transport. The international
Organization for Standardization (ISO) defines a freight
container as "an article of transport equipment" with
the following features:

a. It has "permanent character and accordingly strong
enough to be suitable for repeated use";

b. It is "specially designed to facilitate the carriage
of goods by one or more modes of transport, without
intermediate reloading;

c. It is "fitted with devices permitting its ready
handling, particularly its transfer from one mode
of transport to another";

d. It is "so designed as to be easy to fill and empty";
and

e. It has an internal volume of one cubic meter (35.3
cu. ft.).

Further, the general purpose freight container is
defined as "a freight container of rectangular shape,
weatherproof, for transporting and storing a number
of unit loads, packages or bulk material; that confines
and protects the contents from loss or damage; that
can be separated from the means of transport, handled
as a unit load and transhipped without rehandling the
contents". ESCAP (1983), Handbook of International
Containerization, p.3.

2. The North/South trades refer to trade between developed
and developing countries. The spread of containerization
in these routes became inevitable despite cargo patterns
not suited for the system.

3. Containerization creates economies of scale by trans
forming break-bulk cargoes to pseudo-bulk cargoes.
By handling a large unit load, high cargo handling
costs are drastically reduced and the reduction in

- -- - --------
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unit costs should redown to lower delivery cost and
should ultimately reflect in lower prices of commodities
to the benefit of the consumers.

4. Significant increases in vessel capacities were noted
to increased initially from 700-900 TEUs to 2,000 TEUs
while service speed started from 20-25 knots to 33
knots on the average.

5. Details on landbridge services as an innovation in
the use of existing technology is discussed by D. L.
Gorman (1978). Landbridges are defined as overland
links in a marine transportation system that allow
the distance travel to be shorter than it should be
in an all water service.

6. I. Chrzanowski (1979) described transportation as an
activity characterized by high degree of substitution
because various modes provide different methods of
satisfying the same service. The degree of substitution
is directly proportional to the degree of universality
of a service. The greater the similarity with respect
to price or quality, the greater the substitution
since the sea leg is not fully eliminated.

7. Standardization of containers allows for flexibility
necessary in promoting inter-modal transport. Chapter
2 of "Handbook of International Containerization"
published by ESCAP (1983) gives detailed description
on the types of marine containers as well as the ISO
classification by use and by size.

8. In 1981, the total number of containers was estimated
to be 3.9 million of which half was owned by leasing
companies. Historical figures for the period 1970-1979
show a rapid growth of the number of leased containers
as a result of several advantages such as: (a) to avoid
tying-up of funds; (b) to avoid depreciation; (c) to
minimize the risk of having obsolete facilities; (d)
to cope with regional or seasonal fluctuations in the
number of containers required and also to save posi
tioning costs; (e) to save on storage charges while
idling; (f) to lessen the burden of maintenance or
control jobs; and (g) to avoid the effects of inflation
(ESCAP, 1983: 91-92). Leased containers grew nine
times as compared to the overall total of both owned
and leased which only increased five times.

9. Cited in Kendal (1983:136) from "the New York Journal of
Commerce", June 20, 1977.
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10. A detailed discussion is treated in Kendal (1983:
203-236), "The Business of Shipping".

11. Y. Hayuth (1982:46) states that "containerization and
the intermodal transport system have significantly
modified the basic port hinterland patterns established
by the movement of conventional breakbulk general cargo.
New concepts of inland distribution have increased
not only the potential extent of port hinterlands but
also the dimensions of their geographical dimensions.
• • • Technological changes • • • have created world
wide changes in port hinterland configurations".

12. PPA records container activities at the South Harbor in
Manila since 1970. Sea-land and APL began its container
service in Manila in 1972. The first container service
in the country, however, started at a much earlier date
at Subic where Sea-Land provides full containerized
military cargo service for the u.S. military base in
the area.

13. As a common-user type, berth No.4 was used by self
sustaining vessels owned by different companies.

14. APL was given credit for promoting containerization in
the country. The crane, however, entered free of taxes
and other duties and is also under a re-export bond
to guarantee re-exportation when the Philippine
government acquired its own crane.

15. The 1981 PPA Annual Statistical Report shows various
sizes of containers handled at the ports (hence, the
use of "container units") and were not standardized
to reflect TEU units until later.

16. The continued flow of containerized cargoes has been
sustained by: (a) the predominance of American invest
ments in manufacturing industries in the country;
(b) the entry of non-traditional exports beginning
in the early seventies; (c) the opening and expansion
of Export Processing Zones; and (d) the availability
of specialized containers that made possible the
exportation of highly perishable agricultural and
fishery produce.

17. Data on transit containers is available only in 1983.
The Manila/Cebu run generated 13,499 TEUs of loaded
transit containers or seventy percent of the total
transit traffic of which ASC hold virtual monopoly
with 94.21 percent share.

- -- - --------------------
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18. The MV SIPALAY was a general cargo vessel that was
converted to a semi-containership to accommodate 50
TEUs.

19. "Abotiz Shipping Corporation in Profile", in Foghorn,
January 1983, Issue No. VII-003, p.S.

20. The total number does not included 13 short distance
RO-RO (ferry) vessels with estimated aggregate capacity
of 338 TEUs.

21. Vessels owned by these ten companies constitute the core
of the fleet and account for at least ninety-two percent
of the total carrying capacity of the liner fleet.

22. Includes vessel acquisition cost only. Costs incurred
in vessels acquired through lease-purchase and long-term
charges are not included in the total.

23. The average age of the core fleet is actually lower if
"stand-by" vessels are not included in the computation.
Most of the stand by vessels are supposedly the replaced
vessels which are composed of the surplus vessels of
the post-war period. In addition to the "stand-by"
vessels are a number of laid-up tonnage (mostly FS
vessels).

24. The five other vessels were existing vessels but were
converted to accommodate containers. Four vessels
were constructed in the mid-1950s while the fifth was
built in 1943. These vessels averaged 31 years and
if omitted will reduce the average age of the container
fleet by five years.

25. Relative shares are computed for cargoes handled at
berth.

26. In its annual reports (1978 to 1980), PPA defined
conventional cargo as "cargo not packed in metal boxes
or containers but may either be in cartons, crates,
cases, drums, balls, bats, rolls and reels and coils".
The definition is silent on bulk commodities although
this is included in the computation. In 1981,
conventional cargo is redefined as "cargo that is
handled in units, packages, crates, barge and the like"
as opposed to containerized cargo which is defined
as "cargo packed in containers for easy handling or
transporting of the same as a unit ll (PPA, 1980:185;
1981:186).
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VI. DEVELOPMENT POLICIES FOR INTERISLAND SHIPPING

The importance of water transportation is more pro

nounced in an archipelagic setting because it overcomes

the natural barrier to the movement of goods and people.

Through interisland trade, it becomes possible for the

islands to specialize according to their comparative

advantage in order to obtain higher regional income and

a faster rate of growth (Beek and Muttzall, 1975).

Development policies generally implies action by the

government and usually address the poor performance of a

given industry (Sampson, 1968; Sturmey, 1965). The basic

assumption centers on a stronger government involvement to

improve the situation and this usually translates to the

objective of providing a given service at the least cost.

A particular transport sector is said to be efficient if

the provision of such service is at the least cost. Given

the fact that interisland shipping services are not homoge

nous, efficiency as an objective runs a wide range of

arguments with the cost of service on one end and the level

of service on the other. While some shippers will disregard

the quality of service in favor of the lowest possible

freight, others are willing to pay a higher price for faster

or more reliable service. These preferences imply a

provision of shipping services with varying combination

of qualities of service and freight rates.
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In the Philippines, interisland shipping has tradi

tionally been a private concern. The government was unable

to provide sufficient direction and assistance to the

industry because maritime functions were dispersed over

several government agencies. 1 Most of these functions

were overlapping in nature and their implementation was

characterized by an almost total absence of coordination.

Maritime Public Enterprises

The development of public enterprises in general

and of maritime public enterprises in particular have been

closely linked with the evolution of the Philippine economic

system. 2 From the time of its political independence from

the United states of America in 1946 to the 1960s, the

economic system that prevailed lies somewhere between un

bridled capitalism and regulated capitalism. Hence, most

of the economic policies focused more on regulation rather

than on ownership by government. The nature of regulation

included among others the regulation of public utilities

such as' electricity, transport, communications, and water.

The regulation of industries was limited to the adoption

of policy measures to prohibit or encourage depending on

national priorities. state corporations or government

ownership was confined to essential services such as power,

water and irrigation.
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The years that followed marked the gradual evolution

of regulated capitalism with features of socialism. The

latter was particularly evident in the establishment of

public enterprises similar to those present in some social

ist economic systems found in parliamentary democracies

in Western Europe. The mushrooming of these enterprises

was facilitated by the declaration of Martial law in 1972

and the regime that followed in later years.

Particular to the maritime industry, the government

established the Philippine Ports Authority to fill a public

function particularly in the provision of vital activities

and services relative to the goal of accelerated economic

development. Ports are considered as a major infrastructure

for development similar to roads and bridges. As a public

good requiring a huge capital investment, it is the tradi

tional economic role for the government to provide this

good.

The establishment of maritime public enterprises to

engage in interisland shipping was initiated in 1975 to

fill a public function particularly in the control of the

carriage of strategic commodities in the interest of na

tional security. As an example, the Philippine National

Oil Company (PNOC) acquired an existing private company

and established the PNOC's Shipping and Transport Corpora

tion to handle oil, petroleum and other related energy

products to ensure an adequate supply for the country.

---- - -----------
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This corporation also operates the coal carriers of the

PNOC Coal Corporation to handle coal movements. Another

sister company, the National Marine Corporation, handles

the carriage of copper concentrates for the Philippine

Associated Smelter and Refining Corporation; the pyrite

concentrates for the Philippine Phospate Fertilizer

Corporation; and the steel products of the National Steel

Corporation. It is to be noted that three maritime public

enterprises cater largely to the commodities produced or

needed by other public enterprises. 3

The acquisition by the government of an existing

company to service the carriage of petroleum products in

cluded the acquisition of that company's shipbuilding and

ship repair company. Renamed the PNOC Marine Corporation,

this maritime public enterprise caters largely to the ship

building and ship repair requirements of maritime public

enterprises engaged in both domestic and international

shipping. Not to be omitted is the large-scale ship repair

facility, the Philippine Shipyard and Engineering Corpo

ration, a joint venture between the government and a

Japanese shipbuilding concern.

The entry of public enterprises in otherwise tradi

tional private sector areas of business or where public

enterprises were previously financially-distressed companies

did not go without criticisms. For one, public enterprises

were viewed to be unfairly competing with private companies
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because of their inherent advantages such as government

subsidies, special relationship with government regulatory

offices and access to low cost funds among others. The

heavy loses incurred by some public enterprises and the

big subsidies given to others reflect their inefficiency.

In addition, the accountability of public enterprises are

not as well-defined as in private enterprises. The public

do not have a clear picture of their operations and, at

times, the accountability is blurred by the fact that

regulatory authority and the entity to be regulated are

headed by the same person.

Recognizing the role of the maritime industry in the

economy and in order to make the industry an effective

instrument in development efforts, the government took

a direct hand in the development of the industry. Govern

ment assistance came in the form of institutional support

and incentives. Foremost among the institutions established

to give support to the shipping industry are the following:

* The Maritime Industry Authority (MARINA) is the

central government agency to regulate and oversee

the operations of the shipping sector as well as

the shipbuilding and ship repair industry.

* The Philippine Ports Authority provides efficient

administration of ports operations and undertakes

development programs for the modernization and ex

pansion of ports facilities and services.
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* The Philippine Coast Guard is the agency responsible

for ship registration and licensing, safety of life

at sea (SaLAS) and marine pollution.

* The Philippine Shippers' Council conducts

consultations and negotiations on with shipping

companies in behalf of shippers in order to secure

appropriate vessels for shipment of goods on time

at reasonable rates and at favorable shipping terms.

* The Philippine Merchant Marine Academy is the govern

ment maritime educational institution providing

the necessary maritime training and manpower for

the shipping industry.

* The Development Bank of the Philippines through

the Maritime Industrial Financing program provides

the financing requirements of the shipping industry

in terms of loans and loan guarantees. It charges

interest rates lower than the normal commercial

rate and with liberalized terms.

Incentive Structure

other than the institutional support, the ~ndustry also

benefits from financial and non-financial incentives such

the following:

* Allowing Philippine-registered corporations with

at least 60 percent of the capital owned by Filipinos
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to mortgage vessels on a preferred basis with any

bank for the purpose of financing the construction,

acquisition or initial operation of vessels.

* Allowing temporary registration under Philippine

flag of ships chartered to Philippine nationals.

These chartered ships are vested with the same rights

and privileges as vessels of permanent Philippine

registry.

* Reduced withholding tax rate of 4.5 percent instead .

of 35 per cent on charter hire paid for foreign-owned

vessels chartered by Philippine nationals.

* Exemptions of Philippine shipyards from the payment

of import taxes and duties in the importation of

ship parts and components as well as machinery

and equipment.

Regulation of the Domestic Shipping Industry

The domestic shipping industry has been proclaimed by

legislation as a public utility (Public Service Act No. 146

as amended by Presidential Decree No.1). The regulation

of the industry falls under the purview of public utility

regulation in general and the regulation of transportation

in particular. The general transport policy is one of

promotion and regulation of private enterprise supportive

of national economic development.
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The overall rationale for government regulation is

the protection of public interest and the basic ends of

transport policy with respect to regulation of the domestic

shipping industry is to ensure that transport services are

provided indiscriminately and that quality service is

ensured. The commercial aspects are the concerns of the

MARINA while compliance with safety at sea and other

operating standards fall within the Jurisdiction of the

Philippine Coast Guard. The technical and operational

aspects of the industry are regulated on the basis of the

vessel's compliance with the Philippine Merchant Marine

Rules and Regulations. The discussion in this paper is

limited to the commercial aspects of regulation.

The thrust of regulation is focused on the liner

sector. It is restrictive in nature and the government

regulates the market/economic aspects through rate regula

tion and route regulation. Regulatory measures are aimed

mainly at controlling the behavior of the liner sector

in the following aspects:

1. The allocation of fleet capacity to the existing

route-nets by controlling entry and exit; and

2. Controlling revenue earnings and cost to users

through the tariff rates.

The domestic shipping industry is characterized by

heavy investments and in some instances by pronounced

economies of scale. While certain service areas may warrant

_.. ------- - - -------------------
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conditions of monopoly or oligopoly other service areas

where competitive conditions may exist may need stability

to ensure the financial health of carriers and dependable

service to users. In a public utility industry, competition

as a pricing mechanism is suspended and is substituted with

the regulation of rates. An important consideration under

this set-up is the provision of adequate and reliable

shipping services at reasonable cost to the public and

the granting of a fair or reasonable return on investment

of the shipowner or ship operator.

Route Regulation

Route regulation encompasses entry, expansion,

substitution, abandonment, withdrawal, temporary entry

and the need to provide reliable and adequate service.

Decisions on route regulation are guided by the need to

balance public interest and the protection of private

investments. This decision criteria is open to a wide

range of interpretations by government regulating agencies,

the private investor and the general public simply because

the balancing areas of consideration are not necessarily

complementary. Promoting the public interest does not

necessarily protect private investments in the long term.

For example, while it is in the public interest to have

a number of operators servicing a route at various time
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schedules, not to mention price and quality bargains, in

the long run the public may suffer due to cutthroat

competition. It is also quite common for the public,

through political means, to request or even demand in the

name of public interest, for more vessels to service a

route during peak periods thereby threatening the viability

of existing operators who look forward to the peak periods

to recover from low utilization during off-season.

1. Route Entry.

This involves cases where a new operator applies

for authority to service a route being serviced

by existing or prior operators. Such request is

denied if existing services are deemed adequate

after considering such factors as utilization

rates and reliability and quality of existing

services. However, if existing services are

deemed inadequate existing operators are given

first option to provide the additional services.

Unfortunately, the government has not determined

how much time should be given for existing opera

tors to provide the needed service. The existing

operators will naturally oppose the entry of

another operator in the route and thereupon ex

press their willingness and capability to provide

the additional service. Should temporary services
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be allowed in the meantime the problem as to

which among the existing operators should be

allowed first option to provide additional service

arise. In addition, there is also the question

on the mode of providing additional services

such as new buildings (which should take some

time to deliver) or acquisition of secondhand

vessels (which would require some allocation

of foreign exchange).

2. Route Expansion

The acquisition of additional capacity involves

either a replacement of existing units with higher

capacity or through the introduction of additional

units. In this case, measured capacity is the

determining factor and the prior applicant rule

holds. This criterion determines or defines the

volume of demand in a particular route. Measured

capacity is compared to aggregate rated capacity,

i.e., cargo and passenger capacities multiplied

by the frequency of sailing, to determine the

additional capacity required in a route. The

principal difficulty lies in deciding which among

the existing operators should be granted expansion

rights when there are more than one interested

party. Problems usually exist when a second

applicant with lesser rights than the prior
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applicant desires to' provide expansion capacity

with better service. More than anything else,

this becomes an arena for politics in the end.

Another critical area in route expansion lies

in the evaluation of capacities. As a criteria,

both rated and measured capacities are difficult

to compare when dealing with mixed operations,

i.e., cargo-passenger operations. This type

of operations are necessary to ensure commercial

viability in the inter-island liner trade. How

ever, overtonnaging the cargo sector may become

necessary in order to alleviate the passenger

sector. A similar difficulty arises when dealing

with the standard cubic and weight measurements.

It becomes extremely difficult to determine

measured capacity when cargoes carried in the

trade are measured either in weight or volume

depending on which one will generate higher

revenue. Measured capacity as a decision criteria

becomes irrelevant in an erratic market situation.

A sudden slump or boom in a given commodity may

justify additional capacity or reduction in

capacity. What should be the course of action

when an anticipated boom fails to materialize

and the additional capacity exists?

-- ----_. _._-- ----------------
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3. Technical and Commercial Viability

In addition to an evaluation of the market and

economic aspects, route entry and expansion are

further evaluated in their technical and commer

cial aspects. Technical evaluation covers the

reasonableness of the project cost in order to

conserve foreign exchange in the case of vessels

acquired through importation and to protect the

financing institutions in the case of local ship

buildings. Technical evaluation also includes an

evaluation of the vessel's physical characteris

tics such as draft, cargo gear and accommodations

in order to determine the vessel's suitability

with its intended use. On the other hand,

commercial and financial viability is determined

using standard project evaluation techniques

such as present value analysis and cash flow

projections.

Rate Regulation

As in any business activity, the objective of any

shipping business is the maximization of profit. Prices

for shipping services, otherwise known as shipping rates,

and the level of output of shipping services are determined

by the profit motive and by the demand and cost conditions

------- ------------
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which affect the shipping enterprise. Demand conditions

are usually determined by the market structures under which

the shipping enterprise operates. Rates, therefore, are

set at a level which allow a shipowner/operator to cover

operating costs and include a favorable return on his/her

investment. The size of the return on investment or net

profit is determined by the level of demand and/or supply,

i.e., the market structure. These basic principles in

rate or price determination are valid whether or not rates

are regulated. The only difference between regulated and

unregulated rates are that for regulated rates the rate

of return on investment is pegged at a certain maximum

limit and that once the level and structure of sates have

been set by regulation changes can only be made by the

regulatory authority and only through a quasi-judicial

process which tend to be lengthy and protracted.

Simply put, rate regulation is the determination of

just and reasonable rates. The overriding criteria in

rate regulation is the balance between public interest

and private investments, i.e., the rate level should be

affordable to passengers and shippers and at the same time

should not adversely affect the viability and quality of

shipping services. Rates may also be used to stimulate

investments in unprofitable routes provided that the optimum

rate which balances both public and private interests can

be readily identified. 4
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Liner Rates

The interisland shipping rates were established way

back in 1928 and was updated in 1936 by the then Public

Service Commission (PSC) in a resolution revising PSC Order

No.3. Under the 1936 revision, the regulation of freight

rates basically covered three major areas, namely:

1. The schedule of rates which was prepared in matrix

form prescribing varying rates for port-to-port

movements to reflect differences in distance and

commodities carried or transported. A formula

was supplied to calculate freight rates for

port-to-port movements not covered by the schedule

subject to approval by the PSC.

2. The classification of commodities into four major

categories, i.e., classes A, B, C and D. Rates

for these commodity groups are correspondingly

reflected in the schedule of rates. This general

classification, however, is not strictly followed

as certain commodities have specific rates which

are variations of the class rates.

3. Special rates also apply to specific commodities

such as livestock, transit and refrigerated cargo

for specific port-to-port movements.

- ------.----------------
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Tramp Rates

The interisland tramp shipping rates are not regulated

by government and, therefore, are subject to market

conditj.ons which are usually competitive. There are

relatively large number of firms owning and operating tramp

ships. Even with control of entry and exit, entry is not

as restrictive as that applied to liner service.

Companies engaged in the tramp business usually have

no influence on the rates, at least on the long run. On

the short run, however, proximity in space or nearness

to prospective business and time or availability of the

ship for use are factors in cases of tonnage shortage or

high average freight rates which may cause the shipping

company's influencing rates in given trading areas.

Theoretically, tramp companies charge what the market will

bear.

The apparent sufficiency in cargo capacity is dis

torted by the seasonality of cargo movements particularly

that of agricultural commodities such that during peak

months, shipping space becomes inadequate due to high

demand. During this period, liner operators generally

prefer handling low volume/high paying cargo. As a result,

the high volume/low paying cargo such as agricultural

commodities (presently charged as BASIC) tend to be shut
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out. In this case, the demand for tramp ships becomes

unusually high and consequently leads towards an upward

movement in tramp rates. 5

Freight Rates

The 1928 tariff stipulates fixed rates that include

sea freight between two points based on the shortest

distance and stevedoring onboard. The tariff was structured

to reflect the cost of providing transport. This avoids

distortions over time and ensures that the rate levels

are appropriate if inflationary adjustments are applied

in accordance with the basic principles underlying the

tariff. The fixed component of the tariff was intended

to reflect the cost of ship's time in ports and elsewhere

other than sea time, as well as to differentiate between

commodities according to their stowage characteristics

(volume/weight ratios) and differing commercial values.

On the other hand, the variable cost component as a function

of distance, was intended to reflect the cost of the ship's

sea time.

This is a commodity class tariff which groups about

600 identified commodity items into four basic commodity

groups. The two main parameters used in the commodity

grouping are value and the end-use purpose. The freight

parameters are units of one cubic meter or 1,000 kilograms
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per weight measurement, on the other, whichever produces

the higher revenue in the choice of the ship operator.

The basic commodity classes further segregate commodities
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by differentiating the rate application through a multipla

of the basic group rate, i.e., 2 x A, 1.5 x C, and so on.

Thus, the tariff is in effect a thirteen class tariff with

twelve fixed and one variable rate scale. The five basic

classes were originally priced as follows (In Philippine

pesos 6):

Class A: P2.00 + (PO.01 per mile) , plus 30 %;

Class B: P1 .50 + (PO.01 per mile) , plus 30 %",

Class C: P1 .00 + (PO.07s per mile), plus 30 %;

Class D: P6.00 + (PO.01 per mile), plus 30 %;

Ad Valorem Class: PO.Os % of commodity value.

As a result of the subsequent across-the-board

adjustments 7 the values of the constants in the above

equations in 1978 were:

Class A: P21.90 + (PO.110 per mile) ;

Class B: P16.4s + (PO.110 per mile) ;

Class C: P11.00 + (PO.082 per mile) ;

Class D: P65.70 + (PO.110 per mile) i

Ad Valorem Class: 4.2 percent of commodity value.

--- -------------------------
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The fixed-rate system, as practiced in the liner

sector, is embodied in the Public Service Act. This system

allows only une authorized rate, i.e., the prescribed

tariff, for liner shipping services. Deviation from the

approved rates, whether above or below, is considered a

violation and is penalized accordingly. The Public Service

Act provides for a maximum penalty of P25,OOO pesos for

each offense. The objective of this practice is to prevent

cutthroat competition through pricing or rate adjustments

and to encourage competition largely through improvement

of the quality of service. The expected benefits of the

system are as follows:

1. There is no discrimination for shippers, regardless

of their size.

2. Shipping costs are predictable.

3. It should result in the improvement of the quality

of service when excess profits of the more

efficient operators are invested.

4. There is no need for large inventories because

small shipments are treated in the same manner

as big shipments and this leads to less operating

capital and storage requirements

5. Passengers at ports with no regular passenger

service have improved opportunities to travel.
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In contrast to the above benefits are certain disadvan

tages which have been identified with the fixed-rate system

(MARINA, 1980). These are:

1. Inefficient operators can still operate viably

with this system and there is little incentive

for efficiency.

2. Relatively high freight rate levels influence

the prices of commodities and services.

3. Resource allocation is not optimal since the level

of investments attracted in the maritime sector

will be greater than what is necessary.

4. Likewise, investment in ports is consequently

high because of the higher number of vessels.

5. Foreign exchange outflow is high because of

investment in vessels, ports, handling equipments

as well as expenses in fuel.

6. Small shippers are subsidized by large shippers.

7. Cost-saving technology is not readily adopted

because of excess profits.

8. Administration of a rigid tariff requires vast

organizational inputs and is difficult to police.

An alternative to the fixed-rate system which gives

shipowners certain flexibility by giving them the option

to charge lower rates to attract greater patronage is the

ceiling rate system. The authorized tariff is considered

as a "ceiling" which may not be exceeded. This practice,

- -- -- ---- ----------------
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however, is illegal under the Public Service Act but

industry sources indicate that violations of the prescribed

tariff are more of a rule than compliance. Given existing

conditions and practices in the industry, this alternative

offers greater benefits such as:

1. Competition through freight variances is encouraged

within the industry to weed out inefficient

operators.

2. Cost saving measures may be adopted to reduce

operating costs and enhance competitiveness.

3. There will be a dampening effect on inflation with

consequent lowering of freight charges as

shipowners compete for cargoes and passengers.

4. Price or rate mechanism ensures improved allocation

of resources and leads to better investment

decisions.

5. Specialization in transport services may develop

to take advantage of scale economies.

6. Regulation 01 the industry is simplified and

minimal administrative resources are needed to

implement the system.

7. The public and small shippers are protected from

excesses by way of the passage/freight rate

ceilings. Maximum shipping expenses becomes

predictable.
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Given the above advantages, the alternative system's

probable disadvantages may result from the following:

1. The quality of service may be sacrificed as liner

operators could probably attract more cargoes

and passengers by lowering shipping charges rather

than by upgrading their services.

2. Small shippers will p~y more per freight-ton than

the medium and large shippers unless they

consolidate their loads with other shippers or

through intermediaries, in which case, the

delivery of cargoes will be delayed.

3. Inventory levels including operating capitals

will be higher for shippers who wish to ship in

large volumes to avail of substantial discounts

or rebates. Higher inventories and stocks mean

larger storage space requirements.

4. cost-saving measures might involve the laying

off of personnel and aggravate the unemployment

situation of the country.

Passenger Rates

As contained in the 1928 tariff, this is also a

class tariff which discriminates between three classes

based on the cost of providing accommodation and voyage

length. The tariff stipulates fixed rates that include:
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(1) subsistence on voyage of 40 miles or more; (2) free

baggage allowance; and (3) a schedule of legal discounts

for immigrants, students and children. The passenger rates

have been increased over time at a rate much lower than

that for cargo as shown in the following table:

Table 45

Comparative Indices for Freight and
Passage (Base Year: 1946)

Year

1946
1970
1978

Freight

100.0
315.5
842.5

Passage

100.0
285.1
460.4

Source: MARINA

Changes in Liner Rates

The schedule of rates changed only insofar as the level

of rates were concerned due to across-the-board increases

granted by the then PSC and the recently abolished Board of

Transportation (BOT) to account for increases in the cost of

shipping operations. However, the freight rates of certain

essential commodities (corn grits, corn, rice, palay, fruits

and vegetables, livestock), were exempted from several

across-the-board increases starting "January 27, 1976".

A new rate formula which embodies a uniform distance-related

freight rate structure for each freight class is contained
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in a BOT Decision dated "October 27, 1983". This was

further restructured in the BOT decision dated "November

12, 1984" with the formalization of a separate class for

basic commodities (BASIC) through the adoption of distance

groupings and their corresponding rate formulae. It should

be noted that the rates of several ships operating largely

in ferry routes and bay and river crossings are not based

on the formula. These port-to-port movements are those

not included in the original matrix schedule under PSC

Order No. 3 and, hence, were carried over in the

re-structuring of the rate formula which concentrated on

the routes of the big shipping companies, i.e., the CISO

routes. Though some of these ferry routes have now changed

over to the new rate formula, a substantial number still

remain. The rates of these ships are specifically provided

in the Certificate of Public Convenience (CPC) or

Provisional Authority (PA) issued these vessels. Since

rate changes are usually across-the-board percentage

increases, the rates have been adjusted accordingly by

the shipowners and ship operators.

------~~------~-~---_.~~- ~.---------------
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NOTES

1. In line with the government reorganization which was
initiated in 1972, a number of agencies have been
established in order·to coordinate planning and project
implementation. The Inter-Agency Technical Committee
on Transport Planning (IATCTP) under NEDA was given
the task of coordinating the fragmented planning re
sponsibilities as well as all transport studies being
undertaken. The MARINA was directly responsible for
the industry's development, promotion and supervision.
The PPA was created to ta~e charge of port operations
which was previously under the responsibility of the
Bureau of Customs.

2. A discussion on the development of Philippine public
enterprise is contained in R. O. Romero's (1985) paper
"Management of Maritime Public Enterprise".

3. The establishment of maritime public enterprise to
engage in shipping activities was initiated in 1975
"to fill a public function particularly in the control
of the carriage of strategic commodities in the
interest of national security" (Romero, 1985:9).

4. In a mixed economy such as that of the Philippines
where both public and private sectors play important
roles in the disposition of economic resources,
balancing both pubic and private interests becomes
a very difficult task taking into account the social
and economic structures of the country.

5. On the average, liner and tramp cargo capacities are
sufficient to meet demand. However, this is distorted
by the seasonality of cargo movements particularly
those of agricultural commodities. Shipping space
apparently becomes inadequate during peak months
(harvest periods) due to high demand. This is
exacerbated by the practice among liner operators
to opt for low-volume and high-paying cargoes; thus,
high-volume and low-paying cargoes like agricultural
commodities (presently charged BASIC) tend to be shut
out. This leads to an unusually high demand for tramp
ships and leads to an upward movement in tramp rates.

6. Philippine peso-dollar rates covering various years
are provided in Appendix .J.

7. Across-the-board adjustments are given in Appendix K.
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VII. PLANNING PROBLEMS AND POLICY IMPLICATIONS

The forgoing discussions have presented important

insights on the interisland shipping environment. Signifi

cant elements affecting the nature of shipping operations

have been identified. This section reviews and summarizes

the initial findings and focuses on the aforementioned

elements in relation to planning and policy considerations.

There is inherent difficulty in segregating elements used

in addressing specific industry problems and policy

questions because these elements are interrelated; hence,

the order of presentation in this chapter is by specific

policy area addressing identified industry problems.

The Interisland Transportation Network

The pattern of movement generated by the liner sector

defines distinctive routes and associated flows over

linkages which connect areas of varying levels of economic

development. The backbone of the distribution system is

a network of established routes linking Manila to the major

centers in the Visayas and Mindanao. Variation in the

port's cargo throughput reflects the hierarchical structure

of the country's urban centers and the dominance of the

primate city. This is also reflective of the nature of

the distribution of urban population as well as the
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distribution of major economic activities. Thus, the

interisland traffic is oriented towards the island of Luzon,

specifically in the National Capital Region, which is the

major production, processing and ~~stribution center of

the archipelago. However, the greater part of interisland

shipping activity takes place in the Visayas focused on

the centrally located island of Cebu whose port is closest

to a greater number of ports within a radius of only 150

nautical miles (nm). For the entire network, the longer

distances to be cover~d in a single run link Manila with

the southern Mindanao ports of Zamboanga (512 nm) and Davao

(813 nm). Cebu lies almost halfway between Manila and

Davao and the Manila-Cebu run is approximately 390 nm.

Although the general routing pattern has remained

the same, qualitative and quantitative changes in the level

of shipping services have been noted. These changes were

primarily generated by the introduction of new transport

systems and modern technology. Hence, route differentiation

became highly visible in terms of vessel characteristics

and the nature of flows. Some of the problems generated

by the process translate into the changing service levels

most especially when small ports are cut-off from the

original multi-port vessel schedule. In an archipelagic

setting, this may mean reduced accessibility if not, on

the extreme, isolation of outlying areas from the mainstream

of economic activities.
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Service Levels

The total volume of cargoes carried by liner vessels

does not discriminate between the actual berths used as

categorized by the type of port, i.e., national, municipal

or private. Clearly, port type has a bearing not only

on the scale of port operations but also on the type of

services available. Since liners spend about fifty percent

of their time in ports for various reasons, it is important

from the point of view of policy formulation to determine

where delays occur and how these may be avoided. Typical

1time consuming activities in ports are:

1. Waiting time for berth;

2. Mooring and unmooring operations;

3. Waiting time for labor shifts to commence;

4. Actual cargo handling operations;

5. Waiting time for cargo to be brought forward;

6. Bad weather preventing cargo handling;

7. Break-down of equipment and other externalities;

8. Idle time waiting for next assignment;

An analysis of service levels of the major ports is

given in Appendix D. The number of vessels calling

regularly at these ports range from six in Bacolod to 127

in Cebu operated by two to sixteen operators, respectively.

Apparently, duplication of services was evidenced by the

low cargo volume handled per vessel per port call. The
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weighted average on a national basis is 195 freight tons

(FT) as compared to 87 FT per port call on the eighteen

minor and secondary ports and 250 FT for the major ports.

The evaluation of the effects of this situation on

the quality of service is a matter of value judgment. 2

Usually, it carries with it the following elements:

1. Reliability of service in terms of the ability

of the carrier to follow published schedule;

2. Le~gth of transit time for goods and passengers

3. Incidence of damage to and loss of cargo;

4. Quality of passenger accommodations and service;

5. Settlement of claims;

6. Efficiency in the carriage of cargoes and

passengers.

Developmental Route

The concept of developmental route stems from the

identification of developmental areas as embodied in the

Public utilities Priorities Plan (PUPP) with respect to

interisland shipping. As defined in the plan, a develop

mental route is a link between a major commercial or

industrial area and a developmental area or a link between

one developmental area and another. A developmental area

is further defined as one which is the subject of government

development effort because of its potential as an agricul-
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tural, commercial and industrial, or tourist area. Another

operational definition widely used by MARINA and Clsa

encompasses all probable links between areas characterized

by the absence of shipping services the introduction of

which defines a vague notion of positive gain's that may

accrue to the development of said areas. A working defini

tion of route types as adopted by the MARINA classifies

routes into three groups as follows:

1. Primary routes shall refer to the liner trade

routes of high density which could economically

sustain vessels of more than 2,000 DWT or 100,000

cubic feet bale capacity or 1,000 passenger

capacity which supply at least sixty percent of

their maximum rated transport capacity in ton-miles

or in cubic feet-miles or in passenger-miles,

whichever is least. Considered primary routes

are those that: (a) handle domestic trade volumes

of national significance; (b) have an existing

turnover volume that is relatively high; (c) link

primary and secondary ports and (d) serve the

country's main population and commercial and

industrial centers.

2. Secondary routes are liner trade routes which

normally sustain smaller vessels than those

required for primary routes, operated on shorter

distances and which do not require the quality
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of service needed in primary routes. Considered

secondary routes are those that: (a) handle

domestic trade volumes of regional significance;

(b) have medium turnover vo+ume; and (c) link

main gravitational centers of regional or

inter-regional systems.

3. Tertiary or Developmental routes refer to trade

routes where the present cargo and/or passenger

supply do not justify economical and regular

shipping services but on which trade and passenger

movements are of importance for balanced national

economic and social development. Developmental

routes are those that handle domestic traffic

serving a limited area. These areas are

necessarily called developmental either because

they are agricultural, mining, industrial or

tourism potentials or they need the link with

developed regions for their subsistence and

economic development, i.e., growth as a consequence

of the influx of new ideas, machinery and other

factors.

The above categorization focuses on route economics,

port type, port traffic (cargo and passenger), vessel

capacity and level of service. The major variables hinges

on port significance and level of shipping services. This

definition does not eliminate definitional problems because
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of the relative categorization of areas based on the level

of economic development and the nature of shipping services

as well. The absence. of an official list of areas where

the government's thrust is focused makes the above defini

tion problematic. T~is is seen in the aspect of route

pricing differential which touches on major policy issues

such as: (1) the policy to regulate rates which stipulates

that rates are specific in all port-to-port links; (2)

the policy to encourage shipping services to lagging

regions; and (3) the general policy on rationalization

which relates to the efficient distribution of commodities

at the least economic cost.

The policy to encourage services to lagging areas is

also embodied in the Public utilities Plan. Incentives in

the form of tax exemptions are awarded to PUPP registered

companies for the provision of shipping services in these

routes. The requirement on developmental services stipu

lates that at least five percent of the annual shipping

volume expressed in ton-miles must be deployed by the

applicant shipping firm for regular operation in new trade

routes. It is, however, difficult to assess the impact

of the plan by virtue of the mechanics of implementation

and the absence of an effective monitoring system. To

date, the only quantifiable measure relates to the actual

incentives availed of by the companies in the form of tax

exemptions, which is clearly inadequate in impact.
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Quantitative measures to assess the impact of the plan

on the level of service on developmental routes are yet

to be formulated.

Tariff Distortions

Distortions of the tariff occur as a result of the

unbalanced adjustments to its basic structure through

successive across-the-board rate adjustments and cross

subsidization of rates. Successive inflationary rate

adjustments since 1928 have been applied to the general

class rate equation regardless of its underlying rationale.

Although the end result by and large has conformed to

reality, the impact of the method has distorted the struc

tural balance between commodity and distance components

of the equation. The tariff structure that evolved sup

ported overtonnaging by guaranteeing profits even with

surplus capacity. This is mostly due to the ad valorem

rates which is computed as a percentage of product value.

Across-the board increases made to cover increases in

shipping costs with general inflation are also applied

to ad valorem rate. 3

The ad valorem rate scale has been adjusted several

times since 1928. In 1978, it was eight times its initial

level whereas the revenue parameter of P1,OOO pesos per

freight-ton remained unadjusted. If adjusted for infla-
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tion, this parameter should have been in the neighborhood

of P2,SOO pesos as measured by the retail price index4

The impact of the series of adjustments is illustrated

in Table 46.

T"3.ble 46

Impact of Ad Valorem Revenue

Commodity
Value

Revenue Generated*
1928 structure 1978 structure

P1,OOO
P3,OOO
PS,200

5
15
26

42
126
218

Source: MARINA

*In Philippine pesos per ton.

Had the revenue parameter been updated from P1,OOO

to PS,200 pesos, freight charges would have been P26 pesos

per ton; however, p218 pesos are charged today or 8.4 times

more. Both revenue levels are grossly distorted if related

to the cost of providing transport. Hence, the correct

adjustments should have been made in conjunction with the

tariff structure as well as its rate levels.

It is a current policy to stipulate uniform rates for

cargo and passengers in all port-to-port links. The tariff

stipulates fixed minimum and maximum rates and deviations

from the rates are not allowed. It is also current policy

to use the tariff as an instrument to implement government
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priorities that concern the allocation of national income

through cross-subsidization of passengers and commodity

rates. The freight rates cross subsidize the passenger

rates when the latter are increased at a rate much lower

that the former. Commodity rates escalates at a rate much

higher than the general inflationary trend as measured

by the retail p~ice index. In the same manner, operators

licensed in developmental routes are assured a monopolistic

position and are permitted to charge passenger and freight

rates higher than those prescribed in other routes.

Rebating

In practice, rebates of varying magnitudes are granted

in routes where more than one operator is permitted to

operate as a result of the distortions of the tariff rates,

the different cost structures of the individual operators,

extent of duplication of services, individual operator's

route-net characteristics and, in general, the underutil

ized cargo capacity of the fleet. Rebates are granted

in a multitude of ways from understatement of the

measurement of cargo to the granting of extended periods

of credit lines for freight payments. As practiced in

the liner industry, rebating takes many forms and disguises

such as: (a) outright cash rebates or discounts, (b) under

declaration, misdeclaration or undermeasurement of cargoes,
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(c) free or reduced trucking rates, (d) free or reduced

arrastre charges, (e) free or reduced warehouse or storage

charges, (f) full or partial subsidy of claims, (g) extra

liberal credit terms and (h) free or reduced heavy lift

charges. The list is by no means exhaustive. The number

of possibilities for circumvention clearly demonstrates the

difficulty of adopting a strictly rigid tariff system in a

very volatile environment. Despite the common knowledge

among shipping people that rebating is rampant in the ship

ping business, not one violator has been penalized because

of the difficulty of gathering facts about such offenses.

Actual cash rebates were found to vary from a few percent

to as much as eighty percent in isolated cases. Cash re

bates are typically in the magnitude of 15 to 25 percent

in high density routes. Commodity rates most prone to

undercutting are those that are based on ad valorem rates

and those grossly out of line with cost.

Evidently, market forces playa big part in the grant

ing of rebates. Findings indicate that most routes have

excess capacity as can be gleaned from the low load factors

and low cargo volumes handled per vessel. The weighted

national average cargo volume handled per vessel per port

is 195 freight-tons. With so many ships, the pressure

to reduce the freight rates to attract additional cargo

volumes becomes very great. It has also been observed

that the unrealistic tariff, particularly for the ad valorem

---- ---------
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cargoes, has likewise influenced the granting of rebates.

Shipowners compete for high-valued cargoes .by keeping their

rates competitive. By contrast, low valued cargoes such

as grains rarely get rebates. As a matter of fact,

shipowners have been known to shy away from such cargoes.

Clearly, therefore, tariff policies can not be

established in isolation but should be formulated in

conjunction with policies that are intended to regulate

route competition if fixed rates are to be successfully

administered. There is a big variance in the cost of

structure of shipping companies. Under a policy of rigid

rates, it is the cost structure of the least cost efficient

operator that determines the minimum of such rates. The

most cost efficient operator will, in such cases, benefit

unduly. This defeats the purpose of current regulation.

Likewise, the most cost efficient operator may also resort

to rebating which again defeats the purpose of such

regulation.

Given the present structure of the industry and its

institutional framework, two technically feasible strategies

are worth considering. One is the maintenance of rigid

rates which entails the reduction of the number of operators

voluntarily and stratifying their operations by their indi

vidual cost levels, types of service and routes possibly

through a route pooling arrangement. The other is the

maintenance of rate ceilings which relaxes the rigidity
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of the policy on tariffs and maintains the current route

policies. The choice between the two alternatives is to

be made considering existing realities and practices.

For example, the degree of competition desirable to the

industry and to the economy is also a subject of qualitative

judgment. Destructive competition or the absence of it

is considered undesirable but there is a great deal of

disagreement as to when competition becomes excessive.

Thus, the choice of which alternative to take will be guided

mostly by qualitative discussions of the merits and demerits

of each alternative.

Bureaucratic planning should not ignore the big

variance in the cost structure of shipping companies.

Among the nine companies considered, the operating cost

per DWT ranges from a low P1,258 pesos to a high P6,150

pesos. Companies which have lower operating costs have

much greater room for reducing their freight rates, albeit

illegally. Perhaps, deeper understanding of the practice

of rebating will prove beneficial in choosing which of

the schemes to be considered is the better alternative.

The issue of rebating is very relevant in the evaluation

of which alternative to choose inasmuch as the adoption

of either one will mean the continued ban on the practice

or its eventual acceptance. Within both the private sector

and the government, differing and oftentimes opposing views

have been expressed on how to deal with rebating.

-~---~---------
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All other things being equal, the quality of service

may be able to influence demand especially if the difference

are very great; however, demand is much more sensitive to

price or rate changes than to changes in quality. Thus,

ship operators who are unable, for one reason or another,

to match the level of service of their competitors will

have to lower their rates if they intend to remain in the

business. It must be noted that this is economically

rational in the sense that the price of a good service

must be proportionate to its quality; hence, poor service

ought to be priced lower than better service.

There are probably a number of reasons why rebates

are granted. But, suffice it to say that given the

realities within the industry, perhaps the government can

adopt a more tolerant attitude towards rebating. Even

if the penalty has to be raised to a million pesos, the

difficulty of tracing violators remains. Besides, the

administrative resources required to enforce a rigid tariff

system would be tremendous without any guarantee of full

compliance.

While the above discussion seems to be in favor of

the rate ceiling system, in view of past experience with

the rigid tariff system, it can not be denied that there

may be positive arguments in favor of the rigid tariff

system which could have been missed. Of the two alterna

tives, however, the second is greatly preferred simply
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because of the complexity and difficulty of implementation

involved in the former. Past experience has shown that

no fixed tariff rates can be applied rigidly in routes

with more than one operator if their marginal costs vary.

Since this is the case in most routes, rate ceilings are

deemed more realistic. In addition, since containerized

cargo is more economical to move than break-bulk cargo

in high density routes, ·i.e., routes with high cargo

volumes, it therefore follows that a flexible tariff best

serves the public interest and the short term resource

allocation will be regulated adequately by the market

forces. Since policies regulating route competition are

adequately formulated in their current form greater

flexibility in their administration should be allowed and

the aspect of monitoring the operati.onal aspects be left

to the industry itself, as long as the service level to

the public does not deteriorate. Policies to ensure this

is yet to be determined. In the long run, the impact of

this strategy is expected to be the much needed improvement

in the service standards in the industry specifically in

the aspect of passenger service.

Government Regulation and Control

The basic premise used earlier in the regulation of

the industry was that government intervention in the market
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aims to protect public interest. S This supports the "Public

Interest Theory" of economic regulation which claims that

regulation is supplied in response to the demand of the

public for the correction of inefficient or inequitable

market practices (Posner, 1972). As practiced in the inter

island shipping industry, the thrust of regulation in in

the liner shipping sector. Throughout its existence, the

MARINA's dealings with the industry is limited to members

of the Conference (CISO), a group dominated by the nine

shipping companies included in the study. Economic

intervention in the aspects of route regulation and rate

regulation focuses mainly on regulating the behavior of

the liner sector through explicit legislative and

administrative controls over rates, entry and capacity

allocation to existing route-net. Because Clsa controls

at least eighty percent of the total liner tonnage, it

has become by practice "the industry" and almost all the

supposed industry problems that MARINA addressed were

basically problems among CIsa members who are struggling

among themselves to protect their interests. A very good

example is found in the discussion on route entry and

expansion in Chapter V. Thus, although industry regulation

expounds on public interest, in essence, it is more a

reaction to the demands of interest groups seeking to

promote their respective interests--a better explanation

as provided by the "Capture Theory" of economic regulation.
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One version of this theory describes particularly well

the term "capture" which claims that over time the

regulatory agency comes to be dominated by the industry

being regulated. According to Styler (1978), the problem

of regulation is the problem of discovering when and why

an industry is able to use the government for its purposes.

The common policy areas which an industry may seek the

government are entry and price fixing. In this regard,

the MARINA is a classic example.

The liner sector is dominated by five shipping

companies. 6 They dominate the conference which functions

as a cartel. In the absence of public involvement, MARINA's

"main role in 'interest protection' is as a court of appeal

for resolving inter-company disputes" (NTPP, 1986:25).

eISa's interest has been given very strong protection by

MARINA. This is evidenced by the series of policy state

ments on entry/exit which favor traditional operators by

restricting entry of new entrants in a given route. The

problem of overtonnaging has not been corrected by regu

lation. Non-traditional operators entry into the market

has been made through the legal mechanics of franchising

tramp operations but offering regular shipping services.

NTPP's (1986) review of the vulnerability of liner shipping

to ruinous competition covering different liner conference

routes show that the rationale for government regulation

has been exaggerated. All the routes reviewed have been
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under some form of self-regulation where conferences adjust

to the normal tendency towards ruinous competition and

monopoly. This argument was used in support of the study's

recommendation of "self-regulation by an independent

conference" through CISO. The recommendation in effect

simply maintains the status quo. Questions on route entry

and exit is elevated to the MARINA only when member

companies can not agree among themselves putting MARINA

in the arbiter's position. It should be noted that the

set-up is not typical of the international conference in

that the conference covers all the domestic liner routes

as against only one route. In addition, membership covers

a wide range of owners/operators providing a wide range

of shipping functions. Hence, it is not surprising to

note that, within the conference, some favor strong govern

ment regulation while some opt for self-regulation. It

is usually the big shipping companies who have franchises

in both primary and secondary routes that prefer regulation

since they are protected by existing policies. The major

routes have been declared "closed" because of overtonnaging

and entry in the secondary routes is prohibited by the

"prior operator's rule" and traditionality.
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Summary and Conclusion

Efficient distribution is synonymous with the minimum

transit time of goods at reasonable cost. This implies

an efficient and diversified route network with dependable

schedules. Further, this also implies that a reasonable

service level in terms of sailing frequencies, reliability

and access to the main route network should be maintained

at rates comparable to those prevailing elsewhere in the

country given the same service level and distance to the

main markets. The current relative rate levels between

competing and supplementing commodities should be maintained

regardless of the spatial location of markets.

From a cost efficient angle, it is noted inter alia

that optimum vessel utility is a function of minimum port

time. The current route network is characteristic of far

too many ports of call per voyage and duplication of

services result in low load factors. An efficient way

of supporting technological development is to allow high

technology ships in routes where their full potential may

be realized. This will ultimately result in overall lower

resource cost. Hence, the departure from the multi-port

itinerary of vessels should shift the government's attention

to the development of feeder services--a neglected area

in the transport chain. The tariff should not obstruct

the introduction of greater flexibility in the formulation

of future route policies. Rates should reflect the cost
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of providing such transport rather than maintaining the

current historical levels. The norm for rate levels should

be guided by the cost levels of those operators with good

performance records in the aspects of fleet development

and maintenance as well as in operations management.

The Public Service Act, which sets into law the

guidelines for the regulation of the domestic shipping

industry, establishes the maximum allowable limit for a

public utility's profitability at twelve percent return

on investment (ROI) with a rate base that differs from

that normally used in financial analysis. Rate making

in the interisland trade is aggregate in that rates are

set for all routes and all types of operation. It has

not been used as a tool to limit supply in a route or to

encourage modernization. The financial condition of the

industry is determined on the basis of submitted financial

statements of a limited number of shipping companies

(basically eISO member companies). Since the entire

industry's financial condition is considered, there are

those in the industry who will stand to lose or gain

depending upon their position in the industry.

Rate increase petitions are presented by the operators

with financial statements that have been audited some time

before or after the petitions are submitted and before the

effects of the increase in cost elements have been felt.

The analysis would then rely on adjustment factors that
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In Philippine maritime history, public participation

is yet to be seen. Public involvement comes in the form

of complains in the level of service and more often than

not these are initiated by rival· shipping companies. The

MARINA has also received petitions from local and regional

governments for additional bottoms and/or improvement in

existing service level but these have been found to be

initiated by interested companies.

Rate increase petitions are presented by the operators

with financial statements that have been audited some time

before or after the petitions are submitted and before the

effects of the increase in cost elements have been felt.

The analysis would then rely on adjustment factors that

would depend on an accurate correlation between predominant

cost element (fuel) and the other cost elements.

The high costs of shipping and the high prices charged

to users result from a number of cost factors and non-cost

elements. For one, the cost of port services (stevedoring

and longshore arrastre) have been incorporated and accounts

f b t 35 t f t t 1 h .. t 7 Th . 1 tor a ou percen 0 0 a s ~pp~ng cos s. ~s resu s

from the PPA's practice of awarding contract to only opera-

tor per port. The awarding of contract was nothing more

than a political exercise. In addition, there are also

licensing fees, taxes and duties that contribute to the

high cost of shipping services. S
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Non-cost elements that contribute to t~e high cost

of shipping services are institutional in nature. Earlier

discussion on domestic shipping operation (Chapter IV)

mentioned about the high prices of shipping services and

the low vessel utilization rates. In essence, users pay

for overtonnaging through the distorted tariff structure.

Policies adopted by the regulatory regime perpetuates this

condition through the proclaimed "rights" of traditional

operators despite the public interest clause. Users are

not organized and are not usually represented when major

policy issues are formulated or reviewed. Most policies

contained in the series of memoranda have been drawn with

the collaboration of the local conference. The same could

be said with the restructured tariff in 1983 commonly

referred to as the CISO rates. Again, this conflicts with

the pronouncement on uniform rates since in reality two

sets of tariff are in use--the CISO rate (adopted by CISO

member companies) and non-CISO rates mostly used by small

ferry operators as specifically contained in the Certifi

cates of Public Convenience (CPC) or Provisional Authority

(PA) issued those vessels.

The separation of cost and non-cost elements should

not be taken as mutually exclusive. A good case is exem

plified by the high cost of port services as a result of

PPA's management practices. Another example is the current

practice of filing for rate increase petitions which are
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presented by the operators with financial statements that

have been audited some time before the effects of the

increase in cost elements have been felt. The analysis

would then rely on adjustment factors that depend on an

accurate correlation between the predominant cost element

(fuel) and the other cost elements.

Understanding of existing implementation and

operational practices is best achieved when the dynamics

of the various institutions is understood. Transportation

is not an isolated phenomenon. Purely commercial and/or

economic criteria are grossly inadequate for decision-

k " T t . 1 . 9 h b 1 drna 1ng. ranspor as a SOC1a serV1ce ave een ana yze

mostly in economic and financial terms but political factors

have been known to play a significant role at the end of the

decision-making process.
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NOTES

1. This is based on a port survey participated in by the
author in 1981.

2. Most market surveys conducted by MARINA on different
routes show that the user is the best judge of his
needs. The varying transport services reflect varying
needs. The varying choices in turn reflect the
different transport services that satisfies best the
user's needs.

3. Rates based on the ad valorem formula rises automati
cally as the price of commodities increase. With
the official increases, the ad valorem percentage
rate gains additional increases.

4. Ad valorem rates have increased sixteen times the
general rate of inflation since 1928.

5. The origin of economic regulation of domestic shipping
in the Philippines is treated in NTPP's (1986) "Inter
island Shipping Regulation Studyll.

6. Refer to the structure of the liner shipping industry
and Appendix F.

7. These charges are incurred even when the company
provides labor and equipment.

8. This includ~s the following:

- Corporate income Tax of 35%;
- Common Carrier Tax equivalent to 3% of gross

revenue;
- Fuel Tax of PO.511 per liter in addition to the

7% ad valorem and 20% import duties on fuel;
- Compensating tax of 20% plus import duties of

20% on vessels 14 years and below; 50% for
older vessels; and

- A schedule of import and other taxes on spare
parts.

-~ -------------_._--



Appendix A

DATA" VERIFICATION

A. Cargo Volume

1. PPA Figure: 32,905 Million Tons = 16.413 M Link
Weight Tons (WT).

2. Total sample traffic flow is 3,056,132 Link WT.

3. Liner sector's share estimated from PPA figure
is 3,283 M WT or about 20 percent.

4. The sample size is within acceptable limit.

B. Liner Fleet Capacity Estimate

206

2.

Size of Liner Fleet

Sample vessels 222,738 DWT
Sample size 89

Maximum Fleet Capcity

Average distance 500 nm
Port days 49 percent of time
Sea days 51 percent of time
Offhire 35 days
Total annual 365 days
No. of voyage 40 per year

(turnaround)
Fleet Capacity 5.2 million DWT
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Appendix B

CLASSIFICATION OF PORTS

Ports are broadly classified as either public or
private. The PPA's inventory of ports and services con
ducted in 1980 covered 588 ports consisting of 302 public
ports and 286 private ports. The public ports are further
subdivided into: (a) Ports of Entry (19); (b) Sub-Ports
of Entry (53); (c) Municipal Ports (218) and (d) Other
National Ports (12). These ports are defined as follows:

Ports of Entry are national ports receiving both
domestic and international traffic. All ports
of entry are centers of customs Collection Disticts
and each is provided with a Customs Collector.

Sub-Ports of Entry are national ports that also receive
domestic and international traffic but no Customs
Collector is assigned in the area.

Municipal Ports are smaller ports for use of local
shipping like fishing boats and small motorboats
plying between municipalities and barrios. Coast
wise vessels may also dock at these ports if
existing facilities warrant.

Other National Ports are ports that receive purely
domestic traffic. International vessels may also
dock at these ports but permits must be secured
from the Customs Collector having jurisdiction
over the area.

In 1981, the PPA covered 396 ports with significant
traffic in its annual statistical report (See Table 47).
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Table. 47

Number of Ports Covered in 1981

Port Base Sub-Ports/ Other Private Total
Management Ports National Public Ports
Units Ports Ports

Batangas 1 5 5 19 30
Cagayan de Oro 1 0 1 27 29
Cebu 1 3 4 32 40
Davao 2 1 1 1 6 20
Dumaguete 1 2 7 1 6 26
Gen. Santos 1 0 0 02 03
Iligan 1 2 1 18 22
Iloilo 1 2 1 34 38
Irene 1 2 0 2 05
Jolo 1 3 0 0 04 .
Legaspi 1 6 0 3 10
Manila 4 1 0 1 2 17
Masao 1 2 1 22 26
Polloc 1 3 0 0 04
Puerto Princes 1 0 5 18 24
San Fernando 1 1 0 11 1 5
Surigao 1 1 20 3 25
Tacloban 1 7 17 15 20
Zamboanga 1 4 0 1 5 20

TOTAL 23 45 63 265 396

Source: Philippine Ports Authority
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Appendix C

COMMODITY CLASSIFICATION

Following is the classification of commodities used
by the PPA in its statistical report. However, a separate
classification is made for major items handled regularly but
which do not fall under any of the above items except under
"General Cargo". Some of the commodity items that consti
tute principal commodities handled at specific ports are:
copra, logs, crude oil, oil products, copper concentrates,
ore, gypsum and clinkers, minerals, bananas, pineapple,
copra meal/cake and dessicated coconut. The principal
commodity groups are:

1. Live Animals. All living and unslaughtered animals
(hog, cattle, chicken, carabao, goats) excluding
pets.

2. Palay and Rice. Palay and rice contained in sacks
and bags.

3. Corn. Milled and unmilled corn contained in sacks or
bags including corn grain, corn meal, binlud, corn
grit. Excludes corn starch, canned corn, corn oil.

4. Other Cereals. All other cereals, not mentioned under
items 2 and 3 above, contained in bags or sacks.

5. Sugar. Refined sugar contained in bags or sacks.
Excludes sugar cane, candies, confectionaries,
glucose, dextrose, starch.

6. Bottled Cargo. Any bottled cargo contained in cases
and not in boxes or cartons. Includes soft drinks
and beer; excludes juice in boxs, wine in boxes,
venigar in boxes, ketchup in boxes, large glass
jars, bottles or jars containing chemicals.

7. Empty Bottles. Empty bottles not packed in boxes or
cartons. Excludes glass jars.

8. Other Consumer Goods. Edible goods contained in cans
or bottles or boxes excluding items classified under
the above headings. Includes canned goods, jars,
cheese, food appetizers, baking ingredients
(excluding flour), canned dog foods, candies,
biscuits, cooking oil. Excludes medicine, fruits
and vegetables contained in bags.
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9. Cement. Cement contained in bags excluding gypsum and
clinker in bulk.

10. Fertilizer. Fertilizer in bags/drums excluding guano.

11. Chemical. All chemical products which are not food
items. Includes dextrose (liquid and powder);
excludes medicine.

12. Lumber. ·Sawn timber excluding plywood and veneer.
Includes all sawn timber excluding plywood, veneer,
furniture and logs.

13. Plywood and Veneer. Includes plywood and veneer only.

14. Animal Feeds. Animal feeds contained in bags,; sacks
or drums. Includes fish meal, fodder, chicken
feeds. Excludes canned dog food.

15. Metal and Metal Products. Unassembled metals and
metal products. Includes window panes, steel bars,
galvanized iron sheets. Excludes vehicle, equip
ment, machinery, machine spare parts, hand tools,
nails.

16. General Cargo. Any cargo that cannot be classified
under any of the above specific headings and is
not regularly shipped in sufficient quantities.
Includes vehicles, equipment, machinery, charcoal,
abaca, foodstuffs, tobacco, salt, vegetables,
fruits, crops, medicine.

It should be noted that for each port, a separate
classification is. made for major items handled regularly
but which do not fall under any of the above items (except
under "General Cargo". Some of these are:

Copra
Logs
Bananas
Pineapple
Copra Mealor Cake
Dessicated Coconut

Gypsum and clinkers
MineralsCrude Oil
Oil Products
Copper Concentrates
Mineral Ores
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Appendix D

Table 48

Route Service Level at Major Ports: 1983

Port No. of
Operators

Fleet
Capacity

(DWT)

Total
Port
Calls

No. of Average FT
Vessels Handled/Call

Manila 14
Cebu 16
Davao 11
Iligan 9
Cagayan de Oro 11
Gen. Santos 9
Butuan 9
Iloilo 6
Zamboanga 8
Ozamis 5
Bacolod 2

197,511
209,144
139,549

72,883
76,076

102,808
20,329
40,833

104,046
24,377
9,253

2,855
5,111

535
663
779
327
726
336
487
497

57

112
127

58
38
48
43
24
27
41
19

6

346
154
398
224
184
268
204
186
149
139
284

SUB-TOTAL

Others

TOTAL

996,807 12,373

517,047 19,913

1,513,854 32,286 152

87

197

Source: Operations reports of shipping companies.

-----------------
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Appendix E

Table 49

Berth Lengths of Base Ports and Sub-Ports

. Port Berth Lengtha Port Berth Lengtha

Manila-Domestic
-International

Cebu
Iloilo
Davao
Cagayan de Oro
zamboanga
Gen. Santos
San Fernando
Batangas
Tacloban
Iligan
Pulupandan
Dumaguete
Ozamis
Surigao
Tagbilaran
Cotabato
Calapan
Tabaco
Bauan
Basilan
Masbate
Butuan
San Jose, Mindoro
Legaspi
Calbayog
Jolo
Ormoc
Culasi
Puerto Princesa
Pulawan

4,960
4,900
4,300
2,445
1 ,11 6

866
1,068*

561
300
695*
841
632*
840*
770*
388*
396
278*
268
104
300
68*
207
189
130
102
329
130
364*
570*
343

92
158*

Pagadian
Catbalogan
Aparri
San CArlos
Malangas
Tagaloan
San Jose

Carangian
Borongan
Maasis
Nasipit
Sta. Cruz
Virae
Mati
Bongao
Balanacan
Plooc
Irene
Siasi
Baybay
Sibonga
Toledo
Jagna
Currimao
Sitangkai
Jose Panganiban
Malalag
Bulan
Jimenez
Larena
Tubod
Pasacao

266*
280*
345
212*

90*
102*

130
152*
332

84
20

270*
60
31
13

400
144

36
256*
290*
304*
200*
400*

30
75
17

138*
160*

60
84
44

TOTAL 33,975

Source: PPA Inventory of Port Facilities and Services, 1980.

a I n meters. Takes into account berthing on both sides of
piers where this is a common practice.

*Denotes berthing on both sides of some or all piers.
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Appendix F

LINER FLEET INVENTORY

The following analysis tables were used to examine
the profile of the liner fleet involved in domestic shipping
based on a total sample of 228 liner vessels of varying
types and sizes. This sample size is at least eighty-five
percent of the registered vessels that are employed in the
liner trade. An overview of the industry is presented
through the analysis of the sample liner vessels in terms
of their sizes, age and capacity. For comparative purposes,
the changing ownership structure and fleet characteristics
were evaluated over a five-year period using the terminal
years of the study period, 1979-1983. Following is a list
of tables used in the study:

Table 50
Table 51
Table 52

Summary of Fleet Data by Company: 1983
Size Structure of the Liner Fleet: 1983
Age Structure of the Liner Fleet: 1983



Table 50

Summary of Fleet Data

Company Owned Lease Purchase Chartered Total Operating
No. GRT DWT No. GRT DWT No. GRT DWT No. GRT DWT

Aboitiz 15 24,703 31,773 1 3,000 5,853 16 27,702 37,626

Gothong 4 1 , 756 1 ,196 6 2,611 2,032 10 4,369 3,227

Escano 11 12,059 15,804 7 8,379 10,304

Lorenzo 15 16,519 29,938 5 5,592 7,399 20 22,211 37,338

Negros 9 18,537 11,387 9 18,537 11,387

Sea
Transport 5 3,607 4,922 5 3,607 4,922

Solid Lines 4 8,307 13,223 1 1 ,004 1,630 5 9,310 14,853

Sulpicio 34 55,924 56,001 6 6,363 4,950 40 62,287 60,951

Sweet
Lines 10 10,954 14,745 3 9,198 3,349 13 20,152 18,094

\Vilines 18 42,142 39,923 18 42,142 39,923

'rOTAL 125 194,508 218,912 15 20,401 18,623 7 7,367 6,580 143 218,696 238,625
tv.....

Source: Vessel Inventory .1::0
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Table 51

Size Structure of Liner Fleet by Company:
1979 and 1984

COMPANY < 500 501-1000 1001-1500 1501-2000 2001-3000 >3000 TOTAL
No. DWT No. DWT No. DWT No. DWT No. DWT No. DWT No. DWT

Sulpicio 0 0 5 3866 4 5054 3 5527 5 11177 2 7128 19 32752
0 0 6 5513 4 4892 3 5659 4 9897 4 19031 21 44992

Wilines 0 0 9 8325 6 7454 1 1990 2 4928 2 6699 20 29396
0 0 3 2775 5 6380 1 1990 3 7754 6 23231 18 42130

Aboiti.z 3 1095 6 4534 4 4717 2 3777 3 6470 2 7951 20 28544
3 1481 3 2098 1 1241 2 3501 4 8504 3 14435 16 31261

Lorenzo 'I 409 0 0 1 1300 5 8325 1 2001 0 0 8 12035
0 0 0 0 7 9383 4 7114 2 4029 2 7977 15 28503

Nenaco '1 118 1 577 3 4080 3 5084 0 0 0 0 8 9859
1 118 3 2577 2 2730 2 3896 1 2070 1 4432 10 15823

Escano 2 552 2 1950 5 6089 0 0 0 0 1 3500 10 12091
0 0 0 0 5 6089 2 3928 0 0 0 0 7 10017

Sweet 2 890 3 1868 0 0 3 4590 4 9663 1 3770 13 20781
Lines 2 850 0 0 4 5182 2 3564 0 0 0 0 8 9598

N.....
U1



Table 51 (Continued)

Size Structure of Liner Fleet by Company:
1979 and 1984

COMPANY < 500 501-1000 1001-1500 1501-2000 2001-3000 >3000 TOTAL
No. DWT No. DWT No. DWT No. DWT No. DWT No. DWT No. DWT

Solid 0 0 0 0 1 1154 0 0 1 2287 0 0 2 03441
0 0 0 0 0 0 1 1880 2 4620 1 4436 4 10936

Gothong 3 1161 5 4078 1 1420 0 0 0 0 0 0 9 06659
3 1030 3 2336 0 0 0 0 0 0 0 0 6 03366

Maritima 1 525 0 0 0 0 0 0 1 2621 7 35234 9 38380

Seatrans 1 476 2 1711 3 4043 1 2000 0 0 1 3541 8 11771

ST 14 5226 33 26909 28 35311 18 31293 17 39147 16 67823 126 205709

others 78189741515850 4 4807 0 0 1 2158 0 0 98 . 41789

GT 92 24200 48 42759 32 40218 18 31293 18 41305 16 67823 224 247498
102 27514 38 32450 32 40855 18 33128 16 36874 17 73542 228 244363

Source: Vessel Inventory

N.....
0'\
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Appendix G

FLEET UTILIZATION ESTIMATE

1.0 Parameters Used

1.1 Vessel Time 48.8% Spent in Port
37.8% Spent at Sea. 13.4% Spent Off-Hire.

1.2 Vessel Speed 10.0 knots per hour

1 .3 Liner Fleet 148.0 vessels with 254,976 bale
capacity*

2.0 Estimated Utilization Rate is 32.77%.

3.0 Changes in the speed assumption gave lower utlization
figures:

3.1 At 12 knots/hr: 27.3%

3.2 At 14 knots/hr: 23.4%

*Bale capacity is underestimated since deck space capacity
available for utilization is excluded. On the average,
the carrying capacity of the fleet is underestimated by
as much as 15 to 20 percent •

. . __ ._.._-------
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Appendix H

OPERATING COST DIFFERENCES FOR CONTAINER,
BREAKBULK and MIXED OPERATIONS

The following tables give the average cost per ton
for three domestic shipping services by route length and
varying load factors.

Table 53

Cost Per Ton for Container Vessel

Route Length/ Fixed and Voyage Annual Capacity Cost/Ton
Load Factor Expenses* in Freight Tons

Short Route «200 nm)
1 .00 9,428 639,040 14.75
0.75 9,609 547,520 17.55
0.50 9,849 426,560 23.08
0.33 10,069 318,400 31 .62
0.25 10,192 256,640 39.71
0.10 10,470 116,800 89.64

Medium Route (200-400 nm)
1.00 9,917 456,960 21.70
0.75 10,094 376,640 26.80
0.50 10,308 278,270 36.98
0.33 10,476 199,040 52.63
0.25 10,568 156,480 67.53
0.10 10,755 67,520 159.28

Long Route (>400 nm)
1 .00 10,371 290,240 35.73
0.75 10,509 231,040 45.48
0.50 10,657 163,840 65.04
0.33 10,775 113,280 95.12
0.25 10,831 87,680 123.53
0.10 10,940 36,480 299.89

Source: Audited financial statements and annual reports
of shipping companies.

*Values are given in thousand Philippine pesos (POOO).



Table 54

Cost Per Ton for Break-Bulk Vessel
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Route Length/ Fixed and Voyage Annual Capacity Cost/Ton
Load Factor Expenses* in Freight Tons

Short Route (<200 run)
1. 00 6,359 120,960 52.57
0.75 6,413 116,640 54.98
0.50 6,528 110,160 59.26
0.33 6,678 101,930 65.51
0.25 6,793 95,500 71 .13
0.10 7,424 74,450 99.72

Medium Route (201-400 nm)
1.00 6,528 113,040 57.75
0.75 6,635 106,920 62.05
0.50 6,811 97,560 69.81
0.33 7,036 86,490 81.35
0.25 7,201 77,400 93.04
0.10 7,921 51,980 152.38

Long Route (>400 nm)
1.00 6,830 100.080 68.24
0.75 6,989 91,800 76.13
0.50 7,237 79,560 90,96
0.33 7,521 66,050 113.87
0.25 7,698 56,700 135.77
0.10 8,355 32,256 239.02

Source: Audited financial statements and annual reports of
shipping companies.

*Values are given in thousand Philippine pesos (POOO).
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Table 55

Cost Per Ton for Mixed Operations

Route Length/
Load Factor

Fixed and Voyage
Expenses*

Annual Capacity Cost/Ton
in Freight Tons

Short Route ( ( 200 run)
1.00 3,941 71,440 38.61
0.75 3,982 68,810 40.50
0.50 4,054 64,670 43.88
0.33 4,170 62,040 47.05
0.25 4,233 54,430 54.44
0.10 4,603 41,360 77.90

Medium Route ( 201 - 400 nm)
1.00 4,503 64,300 44.12
0.75 4,116 60,350 47.74
0.50 4,148 53,770 54.00
0.33 4,374 48,020 63.76
0.25 4,442 40,700 76.40
0.10 4,805 25,300 132.94

Long Route (> 400 nm)
1.00 4,232 54,900 53.96
0.75 4,322 49,630 60.96
0.50 4,460 41,740 74.96
0.33 4,629 34,490 93.95
0.25 4,698 28,290 116.25
0.10 4,992 15,000 232.96

Source: Audited financial statements and annual reports
of shipping companies.

*Values are given in thousand Philippine pesos (POOO).
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Appendix I

PASSENGER RATES

As contained in the 1928 tariff, the passenger rates
also belong to a class tariff which discriminates between
three classes based on the cost of providing accommodation
and voyage length. The tariff stipulates fixed rates that
include: (1) subsistence on voyage of 40. miles or mor.e;
(2) free baggage allowance; and (3) a schedule of legal
discounts for immigrants, students and children. The three
classes were originally priced as follows (rate in peso
per mile):

Table 56

Passenger Rates

Class/Distance (mi)

1st Class
2nd Class
3rd Class

Source: MARINA

o - 100

PO.l0 + 15%
70% of 1st
40% of 1st

101 - 300

PO.09 + 15%
70% of 1st
40% of 1st

> 300

PO.08 + 15%
70% of 1st
40% of 1st

The passenger rates have been increased over time at a
rate much lower than that for freight. Thus, the constant
of the equations for the first class in 1978 were: PO.529,
PO.477 and PO.424, respectively for the distance categories.

-- -----_._--------
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PESO-DOLLAR RATE: 1946-1983

223

End of 1946
1962
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982*

1983

*Two devaluations.

P '2.00
3.90
6.02
6.43
6.68
6.76
6.79
7.25
7.44
7.40
7.37
7.38
7.51
7.90
8.25 (Jan)
9.06 (Dec)
9.29 (Jan)

16.40 (Dec)
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Appendix L

ACROSS-THE BOARD RATE INCREASES*
1946 -1981

Date Passage Freight

September 1946 70 70
January 1950 10 10
May 1961 5 10
December 1965 10 18
November 1969 10 30
June 1970 20 0
November 1971 0 30
April 1974 20 50
January 1976 15 15
September 1977 17 19
August 1979 20 29

1980 10 10
October 1980 12 10
April 1981 8 8

*In percent.
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Appendix M

PRICE CONTROLLED COMMODITIES

Republic Act No. 6361 (An Act Providing for the Fixing
of the Maximum Selling Price of Essential Articles or Com
modities, Creating the price Control Council, and for Other
Purposes) of June 14, 1981 stipulates in Section 1 (Quote):

Section 1. It is hereby declared to be the national policy
to prevent monopoly, hoarding, injurious speculation,
manipulation and profiteering with respect to the supply,
distribution and marketing of the following articles or
commodities, whether imported or locally produced or
manufactured, and to fix the maximum prices, consistent
with the policies of the State to increase production and
productivity, of such of these commodities as are essential
to the public interest:

( 1 )

( 2)

( 3)
( 4)

( 5)

( 6)
( 7)
( 8)

(9)

( 10)

( 11 )

Medicines, drugs, surgical, optical and dental
supplies;
Essential food and foodstuffs including milk,
drinks and other beverages;
Animal and poultry feeds and veterinary supplies;
Clothes, clothing, and sewing and weaving
materials and supplies;
Fuels, lubricants, crude oil and petroleum
products, without prejudice to any action which
the oil Industry Commission may hereafter take
under the provision of R. A. 6173;
Construction materials;
Educational and office supplies and equipment;
Fertilizers, insecticides, pesticides and other
agricultural inputs;
Motor vehicles and spare parts, tires, batteries,
engines and other machineries;
Household utensils, appliances and other household
necessities;
Footwear including all the components thereof.

---------------------
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The price controlled items as of June 3, 1980 were
as follows:

ITEMS IN MANILA

Cereals Rice x
Corn Grits x

Milk Evaporated x
Condensed x
Reconstituted x

Canned Fish Mackerel x
. Sardines x

Meat Pork Cuts x

Poultry and Eggs
Live Chicken x
Dressed Chicken x
Eggs x

Edible Oil Coconut Oil x

Sugar Refined x
Brown x
Washed

OUTSIDE MANILA

x
x
x

x

x
x
x
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York: UN, (TO/B/C.4/62/Rev.1).

Coastal Shipping, Feeder and Ferry
Services, UN (ST/ECA/134).

Unitization of Cargo, New York:
UN, ( TO/ B/ C• 4/75 ) •

Technological Change in Shipping
and Its Effects on Ports, Geneva:
UN (TO/B/C.4/129).

Technological Change in Shipping
and Its Effects on Ports, the
Impact of Unitization on Port
Operations, (TO/B/C.4/129/Supp.1).

Port Problems: Benefits from Port
Improvement, UN, (TO/B/C.4/166).

Port Problems: Causes of Increases
in Port Costs and their Impact,
UN (TO/B/C.4/167).

Review of Martime Transport, New
York: UN, (TO/B/C.4/198/Rev.1).

Impact of Containerization on
the Transport Systems of Developing
Countries in the ESCAP Region:
a Bangladesh Case Study, Study
prepared by the Netherlands
Maritime Institute.

Handbook of International Containe
rization, Translated from the
original Japanese with the permis
sion of the holders of the copy
right: Japan Container Association
and Seizando Shoten K.K., Bangkok.

U.S. National Research Council Port Oevelopment in the
1976 United States Washington, D.C.:

National Academy of Science.
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Filipiniana

This section provides a list of studies, articles,
and documents pertaining to the Philippine maritime
industry.

Aboitiz Shipping
undated

1983

Corpora~ion The Feasibility of Converting
MV "Luis" into a Semi-Containerized
Vessel to Service the Manila
Dadiangas-Manila Route.

"ASC in Profile" in Foghorn,
Issue No. VII-003, January 1983,
pp. 3-43.

Balbon, Paciencio Jr.,
1976

M. The Impact of Shipping on the
National Economy: a Philippine
Experience, paper delivered in
the 3rd UNCTAD Inter-Regional
Training Course in Shipping

Economics and Management, Bangkok.

Bureau of Census and Statistics The Growth of Urban Popu-
1973 lation in the Philippines and

its Perspective, Manila.

Center for Research and
1980

1980

1980

Communication (CRC) "Of Marconomics
and Markenomics (Or How the Visayan
Markets Can Compensate for the
Slump in Mindanao)" by B.M.
Villegas, in Senior Staff Memo,
April 1980.

"The Thirteen Regions at a Glance"
by J.A. Buencamino in Senior Staff
Memo, May 1980.

"Be Prepared for a Temporary Slump
in the Mindanao Market" in Senior
Staff Memo, March 1980.

CONSULTRANS Services, Inc. Inter-Island Route Rationaliza
tion Project Final Report, vols.
I and II, prepared for MARINA
(undated) •

Economic Development
1980

Foundation, Inc. (EDF) Comparative
Cost Analysis of Inter-Island
Vessels, report submitted to
MARINA, October 1980.

-------------------- -
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FGU-Kronberg/SHIPTRACO GMBH The Shipbuilding Industry
1977 of the Philippines: Present Struc

ture and Recommendations for the
Ten-Year Development Porgramme,
Report prepared by FGU-Kronberg
GMHB for the Federal Ministry
for Economic Cooperation, Bonn
by German Agency for Technical
Cooperation, Ltd. (GTZ).

Martitime Industry
1980

1982

1980

1978

1977

1980

Authority (MARINA) Inter-Island Freight
Rates study, interim report of
the Freight Rates Project, vols.
I to III.

"Ports Development in the
Philippines" in Philippine
Maritime Industry 1982-1983,
Manila, pp. 108-126.

Report on Container Operation
of Compania Maritima in Collabora
tion with the German Consultants,
June 1980.

Inter-Island Liner Industry:
Financial Aspects of the Ten-Year
Maritime Industry Development
Program, prepared by SGV and Co.,
April 1978.

Ten-Year Investment Program for
Inter-Island Shipping (Draft
Report), prepared by Dr. James
R. McCaul, Shipping Consultant
and the Planning Division of the
MARINA, April 1977.

Tramp Market Study (Interim
Report), April 1980.

Accomplishment Report: 1975-1980
(undated) •

Annual Statistical Report: 1983
(undated) •

Memorandum Circular No.4: Regis
tration and Licensing of Vessels.
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Memorandum Circular No.7: Regis
tration and licensing of Shipyards
and/or Ship Repair Yards.

Memorandum Circular No.8: Submis
sion of Letter of Intent to Acquire
Vessels, either by Importation
or Local Construction Prior to
Negotiation for the Actual Acquisi
tion of the Same.

Memorandum Circular No.9: Regis
tration of Maritime Enterprise.

Memorandum Circular No. 10: Policy
Guidelines for the Evaluation
of Vessel Acquisition.

Memorandum Circular No. 11: Free
zing of Domestic Shipping Opera
tions.

Memorandum Circular No. 12: Imple
mentation of PO 1059.

Memorandum Circular No. 13: Addenda
to MC No. 12.

Memorandum Circular No. 14: Amend
ment of Rules and Regulation of
PO 666.

Memorandum Circular No. 15: Revised
Schedule of Fees.

Memorandum Circular No. 16: Policy
Guidelines for the Development
of Inter-Island Shipping.

Memorandum Circular No. 17: Age
and Tonnage Limitations and Classi
fication Requirements of Various
Vessel Types.

Memorandum Circular No. 18: Amend
ment of MC No. 15.
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1979

1984
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Development Authority (NEDA) "Schedule
of Freight Charges, Passenger
Rates and Wharfage Dues" in Inte
grated System on Coastwise Shipping
Statistics Project, prepared by
Inter-Agency Committee on Transport
and Communication Statistics,
Manila, December 1979.

Updated Philippine Development
Plan, 1984-1987, Manila, September
1984.

National Transport Planning Project
Final Report, Vol. V: Ports,
prepared by the Inter-Agency Tech
nical Committee on Transport
Planning (Undated).

Philippine Coast Guard
1974

(PCG) A Maritime Industry Study,
Pasay City.

Philippine Ports Authority (PPA) Memorandum Circular No.
1983 14-83: 1983 Port Tariff Rates

1982

1982

1982

1982

1980

Performance Appraisal: July 1981
to June 1982, Manila,

1984 Annual Plan and Priorities,
September 30, 1982.

PPA Appraisal Report: January
December, 1981 (Undated).

Revised Five-Year Development
Plan: 1982-1987 (Undated).

Infrastructure Program 1982-1987,
Manila, January 19, 1982.

Statistical Yearbook, 1979-1981.

Annual Statistical Report, Manila.

Annual Statistical Report, 1983
(Preliminary Report).

1980 Inventory of Port Facilities
and Services, Manila, June 1980.
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1977

Romero, Ricardo O.

1986
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Corporation of the Philippines (PDCP)
"The Interisland Shipping
Industry" in PDCP Newsletter,
vol. 1, no.6 (0115-4419),
November-December, 1977.

Interisalnd Shipping Services
and Rates, unpublished.

Coastal Shipping in the
Philippines, paper delivered in
the Seminar-Cum-Study Tour on
Management of Maritime Public
Enterprise in Moscow, USSR,
September 3-12, 1986.

On the Legalization of Colorum
Operations in the Domestic Shipping
Industry (Unpublished).

stanford Research
1957

Ullman, Edward
1957

Institute An Economic Analysis of
Philippine Domestic Transportation
by Robert o. Shreve, et. al.,
SRI Project NO. IU-1554 for the
'National Economic Council of
the Philippines, Menlo Park:
Stanford University.

"Trade Centers and Tributary Areas
of the Philippines", Geographical
Review, vol. 50, pp. 203-219.

van Deinse, Samuel
1964

Wernstedt, F. L.
1957

1956

The Inter-island Shipping Industry
in the Philippine Archipelago,
report of the Resident Advisory
Mission's Advisor on Shipping,
IBRD to the Chairman, National
Economic Council, Manila,
February 21, 1964.

The Role and Importance of Philip
pine Inter-island Shipping and
Trade, Data Paper No. 26, Southeast
Asian Program, Department of Far
East Studies, Cornell University.

"Cebu: Focus of Philippine Inter
island Trade", Economic Geography,
vol. 32, 1956, pp , 336-346.



world Bank
1976
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Transport Planning in the Philip
pines, Report No. 1017a-PH,
Transport Division, East Asia
and Pacific Region.




