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A Study on Improvements to the
Operational System of International

Passenger Ports in Korea

1. Purpose

» The purpose of this study is to present improvement
measures to enhance the overall operational system of
international passenger ports. To attain this goal, this study
carried out a basic survey on the present status of operations
and facilities targeting major international passenger ports,
as well as a survey on major issues targeting users of

international passenger terminals.

2. Methodology and Feature

1) Methodology

» Major methods utilized in this study include a demand survey



on international passenger ports, domestic and foreign
literature reviews, consultation with experts, statistical

analysis and a general survey.

- The first step of this study was to conduct a demand survey
to understand and identify major issues relevant to the
main topics of this study. To be more specific, this study
reviewed newspaper articles related to international
passenger ports and press release documents from central

and local governments.

- Secondly, preceding studies were reviewed including
domestic and foreign research papers and journals with
keywords highly relevant to the subject of this study, such
as ‘international passenger ports’, ‘international car ferries’

and ‘international passenger terminals’.

- Thirdly, consultations with experts were carried out
centering on major issues identified through the demand

survey and literature review.

- Lastly, the study conducted a survey and defined
‘improvements to the operational system as the key to
major issues faced by international passenger ports based
on ‘the 1%, 2™ round of the demand survey as well as the
‘consultation  with  experts’.  Following this, final
improvement items were selected by estimating the
importance, urgency and feasibility of the needs for

improvement.
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3
3
- Background and necessity of the study 3
Background and purpose + Purpose of the study
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— -
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passenger ports: focusing on passenger ports ge 10 < 54

awing the priority of h o
i[noronv§ng mgior igues + Sub conclusion and implications

_ ¥ A

Conclusion and policy - Conclusion
suggestion + Policy suggestion
2) Feature

» This is the first study to examine problems in the operational
process of major international passenger ports in Korea and
further to draw improvement measures, presenting specific
countermeasures and implementation tasks per each

passenger port.

» Unlike existing studies, this study is written on the
assumption that sea routes and frequency of car-ferries will

increase in earnest. Based on this assumption, the study

Xi



carried out a survey (operators) and consultation with
experts (in-depth interview) with regard to improvement of
operational system targeting those in actual demand. Specific
topics include management, operations, and facilities of
international passenger ports and external and internal

systems.

» Having conducted the ‘Importance-Performance Analysis
(IPA) targeting major issues finally drawn from this study, it
analyzed elements that urgently requires policy support. In
doing so, the study not only materialized policies relevant to
international passenger ports, but also presented empirical
measures on car-ferry passenger ships, cargo facilities and

its operations.

3. Results

1) Summary

» Since the opening of car-ferry sea routes in early 1990,
international passenger ports in Korea has continued its
growth, positioning themselves as major gate ports in the
Yellow Sea, one of the world's largest markets for passenger

and cargo ships.

- Indeed, passenger and cargo transportation of international
car-ferries in international passenger ports for the last two

decades has sharply risen by an annual average rate of 8.6%.

il
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- Since the launching of the ‘Korea-Japan' car-ferry line in

1970, port of call destinations for international car-ferries

AMawwns

have expanded, leading to  ‘Korea-China’ and
‘Korea-Russia’ lines. Additionally, the number of sea routes

has also expanded from 11 to 21.

- The Korean government is planning the construction of a
new international passenger terminal in both Incheon Port
and Pyeongtaek Port in response to an expanding car-ferry
transportation market. To be more specific, the MOF Work
Plan of 2019 includes ‘the establishment of Korea-China
and Korea-Japan car-ferry sea routes in coastal and
offshore waters where the demands of shipping companies

exist as a central strategy.

» Despite the government's efforts, improving the operation of
international passenger ports is faced with certain limitations

due to a relative shortage of investment and attention.

- The demand and market size of car-ferries will continue to
grow hereinafter. However, most international passenger
ports have not improved their operations since the
beginning of car-ferry operations due to operational
inefficiency and aging facilities.

- In contrast with the active expansion of sea routes,
international passenger ports lag behind in terms of
improving passenger convenience at international passenger
ports as well as in terms of efficiency, management and

operation of cargo processing facilities.

xii



» Furthermore, after the ‘Korea-China Maritime Meeting,

plans for increasing the number of sea routes and car-ferry

services calling at international passenger ports will be put

into action. At the same time, there are threats for taking

passengers and cargoes away from international passenger

ports such as the emergence of low-cost carriers (LCC) and

competition with full containerships.

Xiv

In the duration of the 26 years since the first ‘Korea-China
Maritime Meeting was held, international sea routes of
car-ferry services have expanded, while international
passenger ports have gradually been improving facilities

and opening new terminals.

Before 2011, when LCCs on Incheon-China routes were
first launched, the growth rate of car-ferry passengers had
been quite high with an annual average of 12.3% growth.
However, since the launch, the growth rate has declined to
3.6% while the growth rate of LCCs sharply rose to an

annual average of 38.7%.

According to a survey, many small shippers who use freight
forwarders are considering switching to the adoption of full
containerships due to the inefficiency of the current
customs system in international passenger terminals.
Ultimately, it will lead to an intensified competition with

containerships in the cargo sector.
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» Therefore, this study investigated major issues and
improvement measures of operational systems (management,
operations, facilities and internal and external systems)
targeting five international passenger ports in Korea. Based
on this analysis, it carried out the Tmportance-Performance

Analysis (IPA).

- There are 2 elements in operation, 2 elements in facilities
and 3 elements in system commonly selected as most
urgent and highly important tasks highly possible for
improvement in operational systems of international

passenger ports in Korea.

- In terms of operation, Incheon, Pyeongtaek, and Gunsan
ports, major ports in the Yellow Sea, were analyzed to
require more workers in customs office as well as a regular
customs clearance system on weekends. In addition,
improving the convenience of passenger transportation
infrastructure was considered the most urgent task to ports
like Incheon, Pyeongtack, Busan and passenger ports in the
East Sea, excluding Gunsan port.

- According to the analysis of facilities, the most urgent task
for Incheon, Pyeongtack and Busan was ‘setting an
additional space for chassis storage within yards’, while
Pyeongtack, Gunsan and Busan consider ‘improving
passenger-oriented infrastructure (resting, waiting areas,
entrance/departure) as the top priority task for

improvement.

XV
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From a viewpoint of systems, all ports commonly select
issues relevant to financial support and reduction of costs
as most potential and urgent tasks for improvement. In
particular, all experts of five major ports were calling for
‘the implementation of the government's incentive policy to
vitalize passenger ports as the top priority task for

improvement.

2) Policy suggestions and relevant activities

» Based on the results of the analysis, this study presents the

following policy suggestions to improve the operational

systems of international passenger ports in Korea.

» First, increasing the number of workers in customs offices

and operating a regular customs clearance system on

weekends should be carried out immediately.

XVi

Separate discussions are necessary between the car-ferry
industry in Korea and China, principal wusers of
international passenger ports and port authorities and
regional offices of oceans and fisheries, who are in charge
of its management and operation. Through such
discussions, it is necessary to come up with ‘A guideline for
improvement of the operational system of customs service’
which contains ‘increasing the staff of customs offices’,
‘implementing a regular customs clearance system on
weekends' and ‘efficient measures for the operation and

management of customs services.’
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» Second, it is urgent to introduce measures for advancing the
operation of international passenger ports, such as ‘enhancing

the convenience of passenger transportation infrastructure’.

- Enhancing the convenience of passenger transportation
infrastructure  requires  discussion between relevant
organizations for the construction of transportation network

in areas nearby international passenger ports.

» Third, it is essential to secure separate spaces for the safe

storage of chassis within yards.

- Rehandling of containers is frequently taking place during
the operation of container shipping. Taking this feature
into account, terminal operators should take a leading role
in establishing a separate storage space for chassis within

yards, followed by strengthening relevant regulations.

» Fourth, it is urgent to improve infrastructural facilities such

as enhancing rest facilities for passengers.

- Car-ferries are able to transport a larger number of tourists
than airplanes, while relevant value-adding industries
generate a bigger economic impact than that of aviation.
Therefore, it is necessary to take a long-term perspective
to make the investment to improve the facilities of passenger

terminals.

» Fifth, relevant industries such as private shipping companies
should concentrate their efforts on improving the quality of

passenger and cargo transportation services.

XVii
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- In particular, shipping companies, a principal agent of
passenger and cargo transportation, should take a leading
role in preparing strategies such as differentiating methods
for attracting tourists as well as cargo inducement strategies
compare with other competing transportation modes. For
instance, these strategies should include ‘establishing a
comprehensive system for ticket issuance’, ‘developing
Sea&Air tourism products (Korea, China, Japan, Russia)

and ‘Land and Sea multimodal transport.’

3) Expected benefits including policy contribution

» This study discovers priority tasks for improving operations,
facilities and systems in major international passenger ports,
and hence, providing a direction for the government in

budget allocation and policy implementation.

» A general improvement of facilities in international
passenger ports will contribute to the increase of utilization

rates of both passengers and cargoes.

» With a guideline for improving the operations of customs
services in international passenger ports presented in this
study, it will contribute to enhancing the efficiency of

customs clearance.

» This study will lay the foundational for building a regular
monitoring system towards ‘the number of international

maritime passengers and cargo volume'.

xviil
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» It will support to the establishment of safety protection laws

and systems concerning unloading of cargoes and alighting

AMawwns

from passenger ships at berths (Pontoon).

» This study supports the materialization and early
implementation of an expansion policy (Plan) of building
additional berths for car-ferries as part of ‘A Study on the

Establishment of the 4™ Port Development Planon'.

» This study contributes to mutual growth and cooperation
among the government, shipping companies and terminal
operators (terminals) by presenting a direction for solving
conflicts relevant to operational improvements of international

passenger ports.
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