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LogdoMmmM39w ML BogPmo farow®mo beob GHgddo 2008-2020 Fargdol 3gGom@do
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3b®oero N5 - dsgo bezol Gggombols bs 30269906902 (3g680bsamg80l dogek
@507985539029¢70 (33060960 TEU-8o (2008-2020 f)

CAGR | CAGR
0030 TEU-8n ('000) | 2008 = 2009 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2008- | 2008-

2019 | 2020
Lagsfemzgenm 210 179 226 299 358 403 447 380 329 395 454 645 490 11% 7%
dygamymo | 198 135 143 | 152 170 180 196 200 205 | 3gBmdos | ygbmdos 261 254 3% 2%
Mydnbyonn 408 340 418 506 483 554 581 611 632 | apbmdas | anbmdas 641 615 4% 3%
n3Manbs 1,254 517 660 760 724 781 662 519 680 | BeBmdas | ypbmdas 996 | 1,018 -2% -2%
mybyonn (azo bw3zs) 485 318 448 663 674 740 734 584 613 | apbemdns | agbmdas 770 787 4% 4%

%80 2,555 | 1,488 | 1,894 | 2,381 2,408 | 2,658 | 2,619 | 2,295 | 2,460 | - [- [ 3312] 364  2%]
Pgo6m: 3bGoo gygbowos s3@m®mols doge ,Black Sea Container Summit*-bg bsobgm®mdsgom o
3bseo@03m®mo 396¢®o ,,BlackSeaTrans“-ol (2008-2016 fcngdo), Logs®m3zgEml 93mbmdogols s
9003500 25630050900L LodobobBHm™Us (2017-2018 {ergdo) s Informall Business Group-ol
90b53999000L (2019-2020 fiangdo) godmygbgdoo.
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365060, GMdobgool, HMLgmols s dEWASMImOl dogo  Bm3oL
Lo3mbGHJobgmm  BHMBobogrgdds 2021 gl  Fo0sbmdsdo  @osdmdsggl
3,099,168 TEU, 356090 3M6@& 90696900l Boogom Qo
39005H03900L/,GMsblT03963HIOOL*  godm3wgdom.  Jggdmom  dm390wgem
©05aMsds  N1-do foMdmygbowos bwmomo  d399bol  dmboizgdgdo  baglg
3M6390bgMH93056 80BsMmrgdsd0 s 89aMmgdmeos 2021 §gero 2020 Hgwomsb.
5060360 39MH0MmEOL 496353¢Md5d0 FE0sbMdST0 BMHs Fgoygbs 2,59%

Q05 Y39 939906590 0gm BMs LogoMmzgerml 4oMs.

0380305 N1 — 8330 bmgol (Gggombol 3306086635 TEU-8o ®s J3996960b
pogemo 2020-2021 [emgdols FGHoendo

8530 DE30b GHgaembol BzoGmdEnbgs 2021 Bo30 Be3z0b Hyanmbol 43996000l Foero %
©52020 §emgdo (bsgly TEV)
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1365308 rmBolinon L
Bug)
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= 363060 = Agligono (Bogo Do) * EjBabyo0

m32021, TEU bagly 2020, TEU Lagly bagetoggen = DURRAGImO

J30ysbs 2021, TEU bagbg 2020, TEU bsgby|  6s, % J3959B9B0b Fowmo %
¥3000bo 829,725 819,958 1.19% 34.2%
erligoro (3530 Bogs) 660,581 589,961 11.97% 97 2%
Gmdobgmo 481,210 469,664 2.46% 19.8%
Lads®oggenm 247,415 283,404 -12.70% 10.2%
B S GHgmo 206,742| 201,346 2.68% 8.5%
x500 2,425,673 2,364,333 2.59%

99602 05535 900396005 53EMMOL doge Container News dcmbs3gdgdbg @oymbmdoo (Black
Sea Container Market Review 2021: 2M Alliance partners remain the leaders of the region - Container

News (container-news.com,))

2021 ool MHgaombol  Logmb@gobg®mm  GHg®mdobsergdol  dmfobsgg

bmgmedo H8©9gb0dg (330 gds 2oBbMME09Ms, 39MIM© BvYds390wEo
0000560 dm3Emdol dobgz00m o Mmds 8gobsmBmbs Hdobgmol 3mm@

3MBLEBET0 OGO Ds LogzmbEgobgdm GHgMmdobswnds ,DP World Constanta“-
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9, bomm bmgm®mboolizol 3nm@do sMlgdmo Lo3mbEgobghm GgMhdobswo
LNUTEP“-0 5By 3gmtg sy0wdg. APM Terminals gmmo (Logjs®omggerm)
239053005 Igmmbyg syowbg s Fgbsdg sYowo smmdm ,CONTAINER
TERMINAL ODESSA - CTO“-b (m@qls, ©3600060). ,Brooklyn-Kiev Port» (BKP)“
(mqbs, M36506s) dgbmomy 50w bg oMBs (0b. Osa®Msds N2).

0530305 N2 — 8530 bmgol (g30m60b bs 302609906900 Hg6H80bsangdols 2021
pemols foemgdo B30km0dGrb3980L dobgcozoo TEU-Jo

& DPW TIS 3mb&La63s, 8%

BKP mogbs, 9%

e o i NLE 6m3mfmmUboolzo, 7%
gmon, 10%

dmBsliq 4%

CTO meogLys, 13%

Nutep 6m3zmMmmboolzo,

18% B BICT 050010, 3%

B NCSP 6m3mfMmmUboobsn, 2%
DPW CND 3mB® U635, N ‘
18% SOCEP 3mbb@s6(39, 2%

$go@e: (Black Sea Container Market Review 2021: 2M Alliance partners remain the leaders of the

region - Container News (container-news.com))

M3 dggbgds dmfobs Lobegzom gosdboog bobgdl Tsgo  bwzoL
69a0mbd0, ,2M* 5¢056LOL 35O EHBOMMJd0 HBYd0D MYaoMbol WoEIMIds© ©s
30M39wo brmgmedo dgosh ,Maersk®, ,MSC*, ,COSCO%, ,CMA CGM*“ s
HLIMY, 6m0gdg3 3000005650 8530 Br30L Hga0mbol B300HmdGWbzol 73,77%
9mob, bmwem dbmEm ,2M“se0sbLob §930gdbg - 46,79%, Mg 2020 Fawwmsb
9900569000 0,65%-000 653gd0s (0b.0saMsds N3).
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perols bs 369906962 (H3060086G963980L foengdo TEU-980l dobgcogoo

989bgbo/MSS0.2%

0900360/MEDKON).2%

&1®3m60/TURKO
0.3%

99gbLo/MS(21.3%

0596b30/MAERSKRS5.5% bbggdo/OTHERS.3%

5@8065¢mo/ADMIRA
1.4%

3L 3m/COSCO10.9%

anenlbogwo/O0G]
1.8%

3560/ONE2.3%

0569 806y sobo/YM|

2.4%
7.7% 09960/EME2.9%

bogdgeliox 09gdo/CMA 35353 mmoo/HAPA

CGM, 8.4% b@3-’>l§0/ARKA.$-5% LLOYD 6.5%

$go®e: (Black Sea Container Market Review 2021: 2M Alliance partners remain the leaders of the

region - Container News (container-news.com))

s0bobodbsgos,  MMI  JoMsdo@o  vgbmydo  0b3gbGoEogdo
AOBL3MOEHOL bydBm®do 2007 Ferosbh 2021 Farol Bsmzgwoom Fgoagbl
d00sbo 3063000  EbmmEmo  0b39LGH0E0gBOL bW gMBdom  11%-1
(0b.05a®M50s N4), G55 09bbMmdM0350 99000996L 1,94 J00sM© MEsMl, M3
dmi399o  BgdGmOobomzgol 14 faol  FGMowdo osOE 09 LoboMdogem
0539690905 @5 LOELYHZg0s, HMP MBOHM dgEHo 0b3gLEHMMOL s0bEHIMGLgdS
9mbgl GHMsbl3mMEH0MIdOL bydEm@mTo 0639LEH0E30gd0L sd6EIdOM.
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30b0dbmwo Lsdwsgm ferowm®mo BHEOL G930 MO ssbamgdom 7%,

MHoabmd®og  9sh3969dqddo 30  s0bodbmero  dmbsEgdgdo  2sdmoymMHgds

3990093650050 (0b.0saMsds N5).
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93996900L 500 PO MdsDHY, LavgdM0s 00 §39969dDY, HMIWGOLOE M35
oM 2598605 obdlIzEgo BM3sBY, 306506 TbMEME LodsH Mz m Mmsgolo
93069 9mbobegmdom s gobomgdol d3BMom 396 MbOMblgwymal 0d
0563969000 qdL, MMdgeos dgbsdwgdgEros, H™A dofigrye 0dbsl bozmbEgobymm
23905H0@3900L bafoedo. sdolomzol 30 YIMHIMGdS SMOL AsLEdsbgzowgdgwwo
obg® BoJBHMOHGOVY, HMIWGdoi3 byl 9gmfigmdl dos 0bxg®mILEMVIEMMOL
39630006905L,  ©oFoGHJOoMO  0639LEOE0gd0L  BMBoEasL  sMbodbywo
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dm3Egbol O™ ©s ©M39996@EJOoL  FMIBIEIBILMD 393806 gdMO
00MMMIO GO LMY IJdO.
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#9930 990009965 2%-U, 3590b HMEgLsg Logdo@mzgwmb bsgPmo faromemo
b0l Ggd3do 03539 39Hom©do - 7%-b.
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I General description of the paper

Relevance of the paper. Globalization processes in the world economy lead
to changes in the requirements for the qualitative and quantitative characteristics of
goods and cargo distribution, which contribute to changes in the types and methods
of competition in different sectors of the transport market, including the container
shipping market, which holds an important place in both global and domestic
integrated processes of transport logistics systems. Container shipping, in recent
decades, has become one of the main factors in increasing the efficiency of the
transportation process, as evidenced by the ever-increasing trend and pace of cargo
transportation by containers.

Nowadays, the sea container transshipment market is actively developing, the
basis of which is the container terminal operators. Although there are many
container terminals around the world, the increase in capacity and modernization
of which is carried out periodically, in separate cases, this is not enough to prevent
container terminals from being overloaded, which in many cases leads to congestion
and paralyzation of operational activities, and as a result, it causes major problems
in the supply chain.

Goals and objectives of the research. The purpose of the research is the
determination of competitive strategies in Georgian container shipping and
integration prospects in the global transport market. To achieve the mentioned goal,

the following tasks of the research were set:

- An analysis of the current situation of the service market related to container
shipping in Georgia and abroad;

- Identify the factors affecting the competitiveness of container shipping;

- Determine and Analise the indicators of competitiveness of services related to
container shipments;

- Develop a complex evaluation method of the competitiveness of container
terminals;

- Evaluate the level of competitiveness in the domestic and foreign markets.

The theoretical and methodological basis of the research is the research used
by local and foreign authors in the field of marketing, evaluation, and
competitiveness, logistics. The research is based on the application of different

theories, namely competition, economic analysis, and complex systems. Different
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methodological tools were also used, such as system-structural analysis, expert
evaluations, and information-gathering methods.

The information presented in the study includes the data published by
statistics services, various publications, and container terminal operators.

The theoretical and practical significance of the work. This study has both
theoretical and practical value. Including of it in bachelor's and master's programs
will improve the quality of teaching, and give students the opportunity to realize
the existence of a local and foreign experience, its potential, and its effective use.

The analysis, evaluations, and conclusions presented in the paper will be
important information for relevant state bodies and industry leaders at the regional
level, as well as for business companies and entrepreneurs in determining strategies
for the optimal use of the potential of container shipping.

The practical significance of the paper is as follows:

- Development of competitive strategies can be used by companies involved in the
container shipping service chain, allowing them to analyze and determine their
competitiveness and develop marketing and production management strategies.

- The methodology for determining the competitiveness of external factors in the
activities of transport and logistics enterprises in the Georgian and global
transport market will allow state bodies to identify the impact of external factors
that have a negative impact on container shipping and integration prospects,
allow them to make appropriate decisions that will improve work processes,

operations, and capacity throughput.

The subject of the research. Evaluation of competitive strategies of container
shipping in domestic and foreign competitive markets.

The object of the research. Container shipments of Georgia and the prospects
of integration into the international transport market.

State of the problem study. The competitive strategies of Georgia in such an
important transportation field such as container shipping and the prospects of
integration of these shipments in the global transport market have been deficiently
studied by Georgian researchers. At the country level, the logistics capabilities are
insufficiently studied, there is a lack of statistical data on container shipping, and
there are few publications that will create a clear picture of the state of container

shipping in the country and provide comprehensive information on each link of this
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transportation and related services. It is also important that there is no appropriate
methodology for identifying the factors that will contribute to the development of
competitive strategies for the development of a given direction.

It is the analysis of current and problematic issues of container shipping and
the development of optimal options for its development strategies that determined
the goals and objectives of the research topic.

Theoretical and methodological foundations of research. Empirical and
theoretical research methods were used to complete the work. In order to study
container shipping, we were able to study the current situation and dynamics of
container shipping in Georgia, as well as to study and investigate the problems in
this field, based on data processed and published in Georgian and foreign
publications and scientific works. Analyzing the data provided by many information
sources - the National Statistical Service of the countries, shipping companies,
terminal operators, and state bodies, helped us to see the increase in the importance
of container shipping in recent years; Using the recommendations developed as a
result of historical experience and practical research (regarding transport costs,
customs regimes and geopolitical situation), we were able to analyze all possible and
already implemented approaches that will allow companies to develop competitive
strategies in Georgian container shipping and at the same time plan the future
development of integration perspectives in the global transport market.

Scientific news. The innovations presented in this paper are in the
development of existing container shipping strategies in Georgia and their
harmonization and integration with the global transport market. The following are

noteworthy:

- Stages of development of container shipping in Georgia and their main features
are established;

- Advantages of container shipping as one of most growing modes of
transportation in the world are highlighted;

- internal and external factors affecting container shipments are represented;

- competitive environment in container shipping is characterized;

- Optimistic and pessimistic scenarios of the development of existing container
shipping in Georgia are presented;

- Factors hindering the full use of Georgia's capabilities as a container

transportation country are represented;
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The role of the state in container shipping and opportunities to fully use the
existing potential;
Prospects of container shipping for the integration of Georgia in the global

transport market are represented.
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Based on the aim and objectives of the research, the research has the

following structure:

Chapter I. Theoretical-methodological approaches and models of research on

competitive strategies

1.1

1.2
1.3
1.4

Analysis of the development of competitive strategies and evaluation of
studies

Current containerization trends and competitive strategic models worldwide
Georgia's potential as a transit region in container shipping

Methodology and models for the development of competitive strategies in

container shipping

Chapter II. The importance of container shipping in the development of the

Georgian economy and the growth of the competitiveness of the Caucasus Corridor

2.1

2.2

2.3

Advantages of container shipping and its role in developing modern
competitive strategies

Factors affecting container shipping and the potential of Georgia's economy
development

Competition in container shipping and strategies for increasing shipping

competitiveness

Chapter III. Models of competitive strategies in container shipping and the

effectiveness of intermodal services

3.1
3.2
3.3

Strategic determinants of competitive behavior in container shipping
Intermodal services and strategic directions for container shipping
Prospects of container shipping for the integration of Georgia in the global

transport market

Conclusions and Recommendations

Used Literature

Annexes
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II.  The main content of the paper

In the introduction of the paper, the urgency of the research topic is
established, goals and objectives are set, the subject and object of the research are
defined, the theoretical-methodological bases of the research are given, the state of
the problem is studied, scientific news of the paper, theoretical and practical
significance of the paper is presented.

In the first chapter “Theoretical-methodological approaches and models of
research on competitive strategies” the first subchapter “Analysis of methodology
for the development of competitive strategies and evaluation of studies” it is
represented what competitive strategy analysis is based on, what is its main goal,
what are its important targets and what features can be present when studying the
basics of the methodology. as well as theoretical and practical issues of
competitiveness of seaports and container terminals as an important part of the
supply chain.

Competitive strategy analysis is based on the general methodology of
management analysis and marketing research techniques, and its most important

methodological issues can be attributed to:

- determination of goals and methodological principles of analysis;

- Identifying the subject and object of competitive analysis study;

- search for forms, methods and sources of obtaining primary information;
- determination of the complex of analysis methods;

- Development of analytical system of indicators;

- Determining directions for using analytical results.

The main goal of competitive strategy analysis is to swiftly and effectively use
and define one's advantages. All efforts in production, sales, and management should
be directed toward the development of those features and qualities that significantly
differentiate it from potential or actual competitors.

The important targets for developing a competitive strategy are as follows:

- Determination of future strategies and plans of competitors;

- Foresee the likelihood of actions of competitors on strategic initiatives;

- determination of the extent to which competitors' strategies correspond to their
capabilities and resources;
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- Using one's real capabilities and revealing the weaknesses of competitors.

In a time of determining the foundations of the methodology of competitive
strategy analysis, there may be certain peculiarities. Methodological bases of similar

type can be attributed to:

- objectivity, which ensures high reliability of competitive analysis results;

- Targeting, which will make it possible accurately define and evaluate advantages
in changed competitive conditions;

- Consistency, which ensures the implementation of a competitive strategy in a
competitive environment with the established unified system and the latter's
component subsystems, which are closely interconnected;

- Hierarchy, which implies a multi-level consideration of the changes and state of
the competitive environment in the conditions of a changing economy;

- dynamics, which consists in rapidly developing changes between competitive
forces in the field, region, or globally, the interaction between which is
determined by constant movement, interdependence, and mutual subordination.

- Uncertainty, during which it is impossible to determine the risk that may occur
as a result of conducting competitive strategy analysis and conducting

management actions.

To increase the competitiveness of seaports, as one of the important
components of the supply chain, it is important to analyze the issues of the formation
of the system of port fees, which will contribute to the competitiveness of the
country's ports, since the issue of port fees is one of the levers through which one or
another seaport can significantly impact on competitors, as competitive port charges
allow shippers to lower their costs per unit.

Non-less important to analyze the statistical data related to the waiting time
of ships to be unloaded and the dwell time of wagons. The dwell time factor and
indicator is one of the most important for the field of logistics, especially for the
proper functioning of the container terminal, since it is the dwell time of the
containers that determines the capacity of the container terminal, smooth operation,
congestion, and paralysis. Ignoring the mentioned indicator may lead to several
times reductions in the established capacity and throughput of the terminal, which

has a negative impact on both the financial and reputational results of the company.
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In the second subchapter “Current containerization trends and competitive
strategic models worldwide” it is discussed what trends are observed in container
shipping, what challenges are faced by shipping lines and container terminals, and
what criteria are used to select a seaport by carriers.

Due to the fact that international trade tends to grow and supply chains
become more global, this trend has contributed to the rapid development of
maritime transport, including container shipping.

World globalization has led to a trend of rapid growth in container shipping.
The constantly growing trend and pace of containerized cargo transportation is also
indicated by the fact that the volume of cargo transported by containers increased
by 1794% from 1980 to 2017, namely from 102 million metric tons to 1.83 billion
tons. Increased handling volumes in many major seaports, which is largely due to
the increase in the size of container ships and by preferring to use the “hub-and-
spoke” system of shipping. The above-mentioned type of system determines and is
an important factor for these ports to maintain competitiveness in the global
shipping market.

Transshipment operations have significantly increased, the share of which in
total container shipments has increased from 18% to 31% from 1990 to 2011. This
type of shipping is largely focused on ship-to-ship delivery services. Along with the
significant growth of transshipment, the development of the global container
shipping chain will significantly depend on the leading container terminals. To
develop the business and activities of these and other newly established container
terminals, various KPIs (Key Performance Indicators)have been developed and used
to evaluate and measure the effectiveness of their activities, which are largely related
to port activities on the berth, land-side, and storage operations.

There are various trends observed in container shipping, however, the mainl

are as follows:

1. Increase in the size of ships - when shipping lines try to reduce costs per unit,
the so-called economy scale. This trend has been observed in recent decades,
from 1970 to the present, the volume of container ships has increased from 2,500
TEU (Twenty Foot Equivalent) to 21,000 TEU. In the near future, more and more
containers will be transported by large ships, and this trend will continue, which
forces seaports to carry out the continuous development and improvement of

their port and terminal infrastructure since the handling of such types of ships
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requires the equipping of ports and terminals with modern transport equipment
and techniques. The increase in the size of container ships, on the one hand,
increases the pressure on seaports and container terminals, and on the other
hand, motivates them to develop, otherwise, they cannot ensure the handling of
similar types of ships, maintaining operational indicators and efficiency, and
maintaining and increasing the share in the competitive market.

2. Increasing transshipment/shipping activities - The efficiency of port operations
serves to determine the economic development of a country and globally, more
than 85% of international trade is transported through seaports. The total
capacity of leading container terminals has increased significantly over the past
few decades. With the growth of transshipment operations, more attention
should be paid to the efficient and optimal management of the terminal related
to storage. To achieve this, many leading container terminals are already fully
automated.

3. Intense competition between ports - As already mentioned above, the operation
of larger and larger vessels by shipping lines significantly increases the pressure
on seaports and container terminals. Competition between major container ports
is becoming more and more intense, especially in the Asian region. To be able to
increase or at least maintain the efficiency and productivity of their activities in
such a tense and competitive environment, container terminals must determine

their strengths and weaknesses, potential threats, and opportunities.

It is also interesting to determine the factors that determine the choice of a
seaport. Many of the studies that have been conducted (Slack, B., Chou, C., Chang,
Y., Lirn, T. at al.) to investigate these issues have aimed to identify the main factors
that influence the decision to choose a seaport, however before these factors can be
determined it must be clarified who is the decision maker, the shippers or the
shipping lines. A summary of seaport selection criteria cited in various literature and
studies can be made from the chart in Scheme N1, where the main factors in making

a given choice, which has been identified in the studies, are more clearly visible.
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Scheme N1 — The identified factors that determine the decision to choose a seaport

according to research conducted by various authors
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In the third subchapter, “Georgia's potential as a transit region in container
shipping” transport and competing corridors passing through Georgia are discussed,
and a general overview of the strengths and weaknesses of these corridors are
presented. Been analyzed the existing capacity of Georgian Railways, capabilities,
the capacity of container cargoes, their correlation with container shipments carried
out by sea freight, and SWOT analysis.

Georgia's geographical and economic opportunities are considered in
consideration of the changing dynamics of the Eurasian region, where major players
such as the European Union, Russia, and the United States have had a significant
impact on the post-Soviet area. The growing influence of China and Iran (after the
lifting of sanctions on the latter) on the region is taken into consideration when
assessing this dynamic.

Today, there are many international transport corridors, economic
associations, and routes on the Eurasian continent, which aim to promote transport
corridors and economic development at the same time, however, from the above-
mentioned associations and routes, below are listed following major ones:

- The BRI ("Belt and Road Initiative") is a global development strategy initiated by
China, previously known as OBOR — One Belt One Road;
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- EAUE - Eurasian Economic Union;

- INSTC - The International North-South Transport Corridor;

- TRACECA - Transport Corridor Europe-Caucasus-Asia, a component of which
is the "Trans-Caspian International Transport Route" (TITR), also known as the
"Middle Corridor" and which is a continuation of TRACECA, which Refers to an
attempt to mutually agree on tariffs, within the framework of TITR, between the
railway and port representatives of Georgia, Azerbaijan and Kazakhstan.

“Belt and Road Initiative” (BRI) - The global development strategy initiated
by China initially included several economic corridors, in particular six routes: New
Eurasian land bridge, China-Mongolia-Russia, China-Central-West Asia, China-
Indochina Peninsula, China-Pakistan and Bangladesh-China-India-Myanmar
economic corridors. None of the initially presented economic corridors and routes
cross the Caucasus route, which did not hinder the future economic cooperation
between Georgia and China.

“Eurasian Economic Union” (EAUE) — As a counterweight to the “Belt and
Road Initiative”, in 2016, Russia put the “Greater Eurasian Cooperation” initiative
on the agenda, which represented a larger and larger connection of the Russian-
Kazakh project — “Eurasian Economic Union” that has been operating since 2015,
which today unites Eastern Europe, Central Asia and Five countries of West Asia,
namely Belarus, Armenia, Kazakhstan, Kyrgyzstan, and Russia. Among the
international transport corridors passing through the territory of the “Eurasian
Economic Union”, there is the “International North-South Transport Corridor”
(INSTC), which envisages the connection of cargo coming from India to the EU
countries via Iran, Azerbaijan, Russia, and the “East-West Corridor”, which includes
“Trans-Siberian Railway” (which stretches 11,000 km from St. Petersburg to
Vladivostok). The railway has access to the railways of Kazakhstan, China,
Mongolia, and the Democratic People's Republic of Korea in the east.

“International North-South Transport Corridor” (INSTC), the foundation of
which was laid in 2002 based on a tripartite agreement signed between the Russian
Federation, India, and Iran. Turkey, Azerbaijan, Armenia, Kazakhstan, Kyrgyzstan,
Tajikistan, Belarus, Ukraine, Oman, and Syria also joined in later periods. The length
of this corridor reaches about 7,000 km and stretches from St. Petersburg to the
Indian port of Mumbai and will connect Russia, Azerbaijan, Iran, and India. The

corridor allows cargo to move across the Indian Ocean to the Iranian seaport of
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Bandar Abbas in the Persian Gulf (which accounts for 85% of Iran's maritime
traffic), then transshipped by various modes of transport to the Baltic Sea port of St.
Petersburg, from where cargo can finally be sent by sea to EU countries. However,
this transport corridor has faced a significant problem since the US imposed a near-
total economic embargo on Iran, which also includes sanctions on companies that
do business in Iran. This significantly hindered the development of the transport
corridor.

“Transport Corridor Europe-Caucasus-Asia” (TRACECA) - this program was
founded back in 1993 and aimed to establish a transport corridor using EU resources.
The project meant supporting the political and economic independence of the
countries of Central Asia and the Caucasus, bypassing Russia by allowing them
access to Furopean and world markets and using alternative routes. Currently,
TRACECA member countries are Georgia, Azerbaijan, Ukraine, Turkey, Armenia,
Kazakhstan, Kyrgyzstan, Uzbekistan, Tajikistan, Turkmenistan, Iran, Moldova, and
27 EU countries. Unfortunately, this corridor does not operate at full capacity due

to a number of reasons, namely:

- the unstable political regime of some member countries;

- alarge number of multimodal operations (including the most problematic, ferry
ships used for transshipment in the Caspian Sea section);

- Crossing the borders of up to 12 member countries, which have different

transport infrastructure, customs, and transportation regulations;

In order for Georgia, as a country through which TRACECA passes, the
corridors of the “Middle Corridor” and the “Trans-Caspian International Transport
Route” to become attractive for the participating countries, within the framework
of this program, it is necessary to reach an agreement between the member countries
regarding the harmonization of customs legislation, which significantly will reduce
the delays related to customs inspection as well as document inspection and control
procedures. It is also important to modernize the aging infrastructure, especially the
railways, which are of the Soviet standard, which is reflected in the gauges of 1520
mm (only found in post-Soviet countries and Finland), which is not compatible with
the Chinese and European standards, where the gauge is determined by 1435 mm.
Due to the mentioned differences between the gauges until now, within the

framework of the Baku-Tbilisi-Kars project, loads are being transferred from one
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train to another in Akhalkalaki, in order to further transport the cargo to Turkey,
which also significantly reduces the efficiency of transportation and at the same time
increases costs and dwell time.

Within the framework of this study, we also tried to determine the volume
of containerized cargo turnover, which was carried out by the Georgian railways in
2019-2022, in order to determine the correlation between seaports and railways in
terms of transportation of containerized cargo. Based on the data provided by JSC
“Georgian Railways” and the data published by the Ministry of Economy and
Sustainable Development of Georgia, it was possible to determine the correlation
index (Table N1).

Table NI - Determining the correlation index between the number of

containers handled by Georgian seaports and railways in TEU units

Number of containers Number of containers
Period processed in seaports of processed by Georgian Correlaction
Georgia Railways Index
(in TEU/units) (in TEU/units)
2020 490,370 81,047
2021 401,255 73,395 0.30
2022 424765 87,456

Source: The table was compiled by the author based on the data provided by the Ministry of Economy
and the Georgian Railways

As can be seen from the table above, the correlation between sea and rail
freights is quite low. Also, based on the reasoning given in the study, we came to the
conclusion that the development of railways is associated with many challenges,
such as difficult terrain, the unstable political situation in some of the regions, and
that the development of railway is more to be discussed in terms of intermodal cargo
and less in terms of competition against sea freight. In order to make more visible
the strengths and weaknesses of sea and rail transportation, as well as the
opportunities and threats of these types of transportation, a SWOT analysis was

conducted between these two types of transportation (Scheme N2).
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Scheme N2 - SWOT analysis of shipping containers by sea and rail
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The above SWOT analysis has shown that sea shipping has a stronger position
in terms of shipping volume, cost, throughput and delivery area than railway
shipping.

The fourth subchapter “Merhodology and models for the development of
competitive strategies in container shipping in Georgia” is dedicated to practical
aspects of competition: competitive strategies, types, and methods of competition.

From the generally recognized classic market models, let's consider the
features of competition in transport markets. Perfect and imperfect competition are
distinguished according to the degree of market monopolization.

Perfect competition is a type of unlimited competition. It is used in a market
where there are many sellers and buyers of similar transportation services. In
maritime shipping, this type of market can be conventionally attributed to the
domestic port market of agencies and transport-forwarding services. There is no
such competition in the seaport and container terminal services market.

Perfect competition is counterbalanced by imperfect competition. In
imperfect competition, the following types are distinguished: monopoly, oligopoly,

and pure monopoly. Unlike perfectly competitive markets, in imperfectly
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competitive markets, individual sellers can influence the price of their products. The
main differentiator between these markets is their degree of monopolization.

The monopoly is not typical for the market of seaports and container terminal
services since usually more than one seaport operates in maritime countries, and
more than one container terminal can operate in the port itself.

Oligopoly takes place in conditions where a relatively small number of sellers
(but not one) operate in the sector market, who have the opportunity to coordinate
their market policies. It should be noted that oligopoly is the most common form of
competition in the transport market, due to the large number of consumers and the
limited number of transport organizations. Oligopoly is the main form of
competition for the port terminal services market.

Based on the level of development and distribution, they distinguish intra-
industry, inter-industry, internal (local), and international competition. Intra-
industry competition is most developed in countries with a high level of production
and in developing countries that have reached a significant industrial level. Despite
the existence of several modes of transport, intra-industry competition arises among
them, since all modes of transport satisfy the same need for movement.

The assessment of the competitiveness of operators of marine container
terminals is carried out in the international segment of this market, where the
external environment is different for companies located in different regions and
countries. Based on the analysis of the characteristics of the sea container shipping
market, a set of external factors affecting the competitiveness of container terminal

operators was identified, which are:

1. Geographical location. The influence of the geographical location on the
competitiveness of the terminal is determined by its proximity to the main
transport routes of the world, which makes it convenient and appropriate to use
the terminal complexes of this country.

2. Political and economic system stability. This factor is characterized, first of all,
by the regulations and normative acts adopted by state bodies, and the level of
control exercised by the state over the protection of the latter, as well as by
various types of public organizations and associations.

3. customs system. The impact of the customs system on the competitiveness of the
transport sector is determined by the amount of customs fees, the regulation of

customs procedures, the level of transparency, and simplicity.
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4. Tax policy and quality of legislation. These factors directly determine the pricing
component of competitiveness. The economic activity of companies takes place
in a legal context, the “rules of the game” are created by the state and by which
rules all participants of the local market must “play”.

5. The level of information technology development in the country. The
development of telecommunications and information technologies makes it
possible to quickly obtain information about the current situation in the local
and foreign markets, and to analyze the given information in order to make
appropriate decisions.

6. Level of integration into the global transport network. The level of integration
into the global transport network is determined by the availability of national
transport systems for international shipments.

7. General development of the country's transport infrastructure. In the
competitive struggle for sustainable cargo flows, only the high quality of service
of port container complexes and terminals is not enough, because the seaport is
only a separate link in the transport chain.

8. Amount of port fees. Port fees are one of the essential indicators of the
competitiveness of seaports. Cargo owners and shipping lines, given alternative
options, choose a port where they can get the high-quality service they need at

the lowest cost.

In the second chapter “The importance of container shipping in the
development of the Georgian economy and the growth of the competitiveness of the
Caucasus Corridor” the first subchapter “Advantages of container shipping and its
role in developing modern competitive strategies”a brief historical overview of how
this type of shipping was established is given. Also are discussed today's most
common container types and their advantages, dangerous container cargo classifiers,
and container terminal insurance issues.

The beginning of cargo transportation by containers gave a significant
impetus to the development of intermodal transshipment and also gradually to the
development of special vehicles, equipment, and infrastructure that would allow
carriers to handle sea containers.

The popularity of container shipping, which practically revolutionized the

transportation industry, was and still is due to many factors, namely:
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- it became possible to move cargo quickly and reliably at any distance;

- it became possible to standardize the production of containers and their spare
parts necessary for cargo transportation;

- Shipments have become safer since losses that are no longer related to the volume
of shipments have been reduced.

- Transportation of containers, thanks to its unified and standardized structure and
fasteners, is easily possible both by ship and by trucks and railways.

- The reduction of costs and time related to shipping has led to the popularity of
this type of shipping and the growing interest in it.

Container shipping is still actively developing. This is evidenced by the fact
that after the original container box, many other types of containers were created
for different types of cargo. Today, the most common types of containers are the

following:

- Dry storage container

- Flat rack container

- Open top container

- Open-side storage container
- Refrigerated ISO containers
- Half height containers

- Rotainer

When transporting cargo with containers, it is no less important to provide
information about the transported cargo to the cargo carrier and handlers, especially
for dangerous and hazardous cargo. Dangerous goods (so-called "DG cargo"), are
those types of cargo that can pose a threat to human health, safety, property, and the
environment if handled incorrectly.

There are 9 types of dangerous goods which are grouped according to the
level of danger and hazardous materials involved and these classifications are as

follows:

Explosives
Gases

Flammable liquids

Ll N

Flammable solids
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Oxidising substances & organic peroxides
Toxins and infectious substances
Radioactive material

Corrosives

W e N ow

Miscellaneous dangerous goods

Regulations and rules for the handling of dangerous goods are defined for the
safe and efficient transportation of goods based on different modes of transport. They
are issued by international associations and local authorities on the basis of UN
recommendations.

The obligation to insure the handling and related risks of the above-
mentioned container cargoes, including dangerous cargoes, rests with the container
terminal. This obligation to container terminals was determined by the UN
Convention relating to the liability of transport terminal operators in international
trade and this type of insurance is called "Terminal Operator's Liability" (TOL). It
should be noted that this insurance is not limited to cargo insurance and is possible
and in some cases, it is even mandatory to include container terminal berth,
infrastructure, port equipment, building construction, liability to third parties,
professional liability, and other types of insurances.

In the second subchapter “Factors affecting container shipping and the
potential of Georgia's economy development” the factors that have an impact on
shipping and perspectives that can positively affect the development of the economy
of Georgia are reviewed.

Shipping in general, including container shipping, can be affected by many
different factors, although it is possible to divide these factors into external and
internal impacting factors.

External factors can be attributed to factors that can be caused by reasons
independent of the subjects involved in shipping, such as local or global economic
crises, pandemics, local or world political situations, regulations, war, and others.

The internal factors can be attributed to the factors existing within the units
of the shipping entities themselves, such as: investments, infrastructure,
organizational management, modern enterprises and information technologies, and
others.

The economic crisis of 2007-2010 significantly affected the global economy.

The recession also affected global trade, with trade volume in 2009 down 25%
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compared to 2008, which in turn also affected the container shipping industry.
However, the mentioned drop was soon recovered and the annual throughput was
already increased in 2011.

The Covid pandemic has changed not only the lives of many people but also
the situation in global and local markets. The long-established and experienced
connections and routes between producers and consumers were broken, which led
to significant changes in the sphere of logistics. It should be noted that the sphere of
maritime transport also withstood this challenge, and although the volume of
shipments did not fall as sharply as expected at the beginning of 2020, towards the
end of the same year it started to grow again, which laid the foundation for the
transformation of global production and sales chains and the emergence of new
models of maritime transport.

In the last few years, the world has witnessed significant challenges, however,
starting from February 2022, another one, particularly, the Russian-Ukrainian war
added on top of that, which causes great uncertainty among importers and exporters,
since no one knows how the war in Ukraine will affect international cargo
shipments. It is clear that under the current war, the economy of Ukraine will be
significantly reduced. Exports of goods will also decrease significantly due to
reduced demand for luxury goods. Due to the invasion of Ukraine and the
implementation of large-scale military operations, the countries of the world have
imposed unprecedented sanctions against Russia. Also, many large international
companies, in terms of solidarity and on the basis of a personal decision, stopped
their activities in Russia. The continuation of trade relations with Russia is associated
with significant economic risks.

The factors affecting container shipping described above were included in
this paper in order to determine how resilient container shipping is to such
challenges, how quickly it can adapt to new circumstances, and how long it takes to
recover lost capacity. In all of the examples described above, container shipping
quickly recovered to pre-crisis levels.

In addition to the above, as international shipping has already been
significantly strained by the problems caused by the Covid pandemic and has not
had enough time to fully regain its flexibility, the said war may further exacerbate
the issues related to international shipping, as any changes in transport routes and

further pressure on transport logistics will affect prices. We can assume that the
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transport routes changed as a result of the Russia-Ukraine war are the reason why
the transit indicators of the Georgian railways have significantly increased in 2022,

compared to previous years, while the import and export indicators have

unfortunately been decreasing over the last three years (Table N2).

Table N2 - Statistics of container shipments by JSC “Georgian Railways”

i number of containers in TEUs
Transportation Type
2020 2021 % 2022 %
Export 8,582 7413 |-14% ¥ 6,768 | -9% ¥
Import 7,429 7011 | 6% ¥ 5,891 |-16% ¥
Transit 65,036 58971 9% V¥ 74,797 | 27% A
TOTAL 81,047 73,395 [ -9% V¥ 87,456 | 19% A

Source: The table was compiled by the author based on the data provided by the Georgian Railways

The above paragraphs described the external factors that affect the
transportation sector, including container shipping, and below we will review the
internal factors that affect the given sector.

The challenges facing shipping/transshipment seaports and container
terminals are many, but three main ones can be distinguished: 1) pressure on
operational activities in the seaport/container terminal area due to ship arrivals and
berth clearances, 2) existing congested operations in the terminal area, and 3)
Scarcity of territory.

Pressure on operational activities in the seaport/container terminal area -
performance of berth operations can be assessed by berth availability during ship
arrivals (assuming minimum delay). This includes the ability for ships to dock within
2 hours of entering the seaport.

Congested Terminal Area Operations - Typically, shipping hub ports handle
large volumes of containers, many of which have been unloaded from a ship to be
loaded onto another ship.

Scarcity of territory - With the growing trend of container shipping, it
becomes necessary to store and stack more and more containers in seaports and
container terminals. The expansion of seaports and container terminals is often faced
with the simple problem and reason of lack of space and available free land,

especially in seaports located in or near populated areas.
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Taking into account the factors described above and the challenges faced by
the world, including Georgia, it is possible to draw conclusions that will have a
positive impact on Georgia as a transit country in the future. Georgia, as a country
with seaports, which connects landlocked countries with world sea shipping, has a
great potential to significantly increase its economic potential in the direction of
transportation and, in particular, container shipping, since the latter is the most
optimal form of the complex intermodal on the section that Georgia has with the
above-mentioned countries, in particular with the countries of Central Asia,
Azerbaijan, and Armenia.

In the third subchapter “Competition in container shipping and strategies for
Increasing shipping competitiveness”, the types of inter-port competition, the
development of shipping lines, and alliances that increase their trading power and
thereby influence seaports and container terminals are discussed.

Since the 60s of the 20th century, after the active containerization of cargo
and the activation of intermodal shipments, this trend has been growing until now,
and in these conditions, container ports and terminals have a particularly important
role, since they have become key function performers in the supply chain. Recently,
shipping lines often resort to consolidation, through vertical and horizontal
integration, which is manifested in the merger of companies, the acquisition of
shares of other shipping lines and the formation of joint alliances, which allow them
to reduce competition, strengthen their existing positions in the market through
mutual support and avoid bankruptcy danger.

In addition to the above, the growing trend observed in alliances between
shipping lines, mergers, and other such activities that significantly increase the
shipping line, leads to an increase in the concentration of shipping, which helps
them to increase their trading power, which manifested in the setting of favorable
terms for them, during negotiations related to services at seaports and container
terminals.

Competition between seaports can be divided into three main categories:
inter-port competition, intra-port competition and inter-port competition at the
port administration level.

Inter-port competition can be defined as competition between different
ports. In turn, inter-port competition can be divided into three subcategories. The

first is the competition between the entire port area and the coastline; the second
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type - is competition between seaports of different countries; The third type is
competition at the national level when the competition takes place between ports
within a single country since the seaports serve the same hinterland that overlaps;

The second type of seaport competition, Intra-port competition, is mainly
related to container terminal operators, owners, and port administrations. This type
of competition can have two forms: first - direct competition between terminals
operating in one port; Second - when operators operating inside one terminal
compete with each other. The level of competition is directly determined by the
flexibility of terminal operators - the lower the level of competition within the port,
the higher the flexibility of the port, especially in relation to pricing policy.

The third type of competition between seaports - is inter-port competition at
the level of port administration. This type of competition exists between port
administrations at the national, local, regional, or international levels. It is possible
to clearly identify when competing ports share the same market and handle the same
type of cargo.

In recent times, the competition between shipping lines and the desire to
increase supply to the market has led to the creation of giant mega-ships, which has
led most of them to a negative balance. Because of this, they began to rapidly form
alliances and acquisitions in order to survive and also strengthen their position in
port operations to reduce costs and gain control.

The policy of horizontal integration of shipping lines and their support
through the creation of alliances is not groundbreaking, however, the recent pace of
consolidation may be due not only to overcoming their financial difficulties but also
to geopolitical reasons. Scheme N3 shows the consolidations and partnerships that
have taken place from the late 90s to the present. In 2014, the market share of
alliances alone reached 50%. In the same context, in 2017, only 3 alliances controlled

almost three-quarters of the entire market.
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Scheme N3 — Evolution of Shipping Line Alliances
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Source: The Asian Journal of Shipping and Logistics, Vol 33. Issue 1, March 2017,
pp- 27-32.

The importance of current alliances lies in changing the policies of market
leaders, such as Maersk and MSC, from just acting to engaging in alliances and
forming the 2M alliance, which controls almost a third of the market share. Even
this example alone significantly increases market concentration and strengthens the
bargaining power of shipping lines when negotiating with container ports.

In the third chapter “Models of competitive strategies in container shipping
and the effectiveness of intermodal services” the first subchapter ‘Straregic
determinants of competitive behavior in container shipping” the results of the
conducted research aimed at revealing the determinants that determine the
efficiency and competitiveness of seaports and container terminals are discussed.
The research was conducted by sending questionnaires to the 86 enterprises
registered and operating in Georgia participating in shipping were defined as the
target group, of which 20 answered (23% of respondents). We tried to include in the

research companies that are involved in different types of cargo transportation in
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order to better see which type of transportation they used most often, to find out
their opinion about how well developed container transportation and related
infrastructure are in Georgia, what they considering as a strong and weak parts in
local container transportation, how much has containerized shipments increased or
decreased over the last 3 years, what problems and challenges do they see in
container shipments today, how has the covid-pandemic affected their activities,
what types of goods do they import, what criteria do they prefer when choosing a
container terminal, how important is Offering them a non-fixed tariff scheme,
which shipping company’s service they use and which container terminal operating
in Georgia they prefer.

The most studied determinant of shipping costs is the geographic location of
seaports and container terminals. Also an important determinant is the level of land
infrastructure development, which largely determines transportation costs. We
decided to investigate the determinants that determine the efficiency and
competitiveness of seaports and container terminals, and to achieve this goal, a study
based on empirical data collection with the help of a semi-structured questionnaire
was used. The purpose of the research was to determine the determinants that
determine the competitiveness of a container terminal and determine the choice of
consumers and carriers. During the research, the respondents were asked to evaluate
which of the following five indicators they preferred when choosing a container
terminal, which would ultimately become decisive for handling cargo at a particular

container terminal. These indicators are:

- Tariffs for loading and unloading containers

- Terminal location, seaport connectivity, and accessibility
- Wide range and quality of terminal services

- Berth availability for fast processing of incoming ships

- Efficiency of the container terminal

The table below presents the results, showing the weighted average and

standard deviation of the survey results (Table N3)
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Table N3 — Determinants of choosing a container terminal based on a

survey

. Weighted Standard
Criteria L.

Average Deviation
Tariffs for loading and unloading containers 4.95 0.22
Terminal location, seaport connectivity, and accessibility 3.65 0.75
Wide range and quality of terminal services 2.35 0.93
Berth availability for fast processing of incoming ships 1.95 1.19
Efficiency of the container terminal 2.10 0.85

Source: The data was compiled by the author based on a survey of respondents

From the indicators presented in the table above, it is clear that the main and
prominent determinants in choosing a container terminal are the tariffs, i.e. the cost
savings related to transportation and the location of the container terminal.

Also, as a result of the survey, it was revealed that the majority of carriers,
namely 65%, use sea transportation. It was also revealed that out of the various
shipping methods implemented by companies, marine shipping is leading again with
62% and it is followed by road transportation with 24%. Respondents' assessment of
the development of container shipping and related infrastructure was split evenly
between "average" and "good". The majority of respondents 45% stated that cargo
turnover has increased over the last 3 years, while 20% said that it increased
significantly and 20% said that it decreased. Companies' assessments of the need for
intermodal shipments were evenly split between "less important" and "important” at
40-40% and between "not important" and "very important" at 10-10%. 55% of
respondents do not use intermediate service providers in logistics. For 40% of the
respondents, the offered non-fixed/flexible tariff can be interesting, and for 30% - it
is acceptable. As a result of the survey of the respondents, the top three shipping
companies that they prefer and use their services were identified as "MSC",
"MAERSK" and "COSCOQO". About 40% of the respondents prefer the container
terminal of "APM Terminals Poti", 35% the "Batumi International Container
Terminal", and 25% do not have special preferences in which terminal their cargo

will be processed. More details regarding the above results are given in Scheme N4
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Scheme N4 — Survey results in percentages

: Aut bil Rail Ai Mariti
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How important is intermodal shipping service Not Important | Less Important Important ery Important
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providers in logistics 20% 550 25% 0%
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services instead of fixed tariffs 25% 40% | 30% 5%
Batumi International
The container terminal in which you prefer to be a le.l n 'e?na 1lona Not Essential APM Terminals Poti
d Container Terminal
serve 35% 25% 40%

Source: compiled by the author based on a survey of respondents

Noteworthy that the emergence of new determinants, which determine the
priority of increasing the competitiveness of any activity, including container
shipping, is a feature of the formation of the modern technical-economic paradigm,
which historically is the basis of the stability of the national economy. The 21st
century is a century of rapid industrialization, in which one of the powerful factors
in developing competition and raising the reputation of container shipping
companies is its Corporate Social Responsibility (CSR). The activities of companies
involved in container shipping are often associated with a number of social and
environmental risks, the overcoming of which will allow them to take a higher
competitive position, both in the local and international markets. Therefore, more
and more attention is paid to the issues of social responsibility, since the mentioned
issue appears more frequently as one of the tools of the competitive struggle in the
new economic conditions, and it is corporate social responsibility that has become a
new determinant in container shipping and the competitive environment in it,
since, as is known, the determinant is the reason, an antecedent condition that leads
to a certain outcome.

Corporate social responsibility, as an element of strategic management,
involves obtaining economic, social, and environmental results as part of corporate
sustainability, which ensures compliance with ethical standards of corporate

behavior and involves business participation in the development of the company,
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industry, sector, and society. Today, the tools for financing socially responsible
activities are already well known, however, obtaining a quantitatively measurable
socially significant result, which expands the factors of ensuring the company's
competitiveness in the existing nomenclature, remains an insufficiently studied and
unprocessed aspect.

Today, economic efficiency within the framework of competitiveness growth
is not limited to high profits and the potential for innovative and technological
growth. The company's reputation is of particular importance, which in turn
depends on the policy of corporate social responsibility.

It is possible to make a reasonable conclusion that the effective activity of the
company in the field of social responsibility activities contributes to the growth of
the company's value, expands the possibilities of fundraising, and makes it possible
to increase the financial indicators by concluding a more profitable contract.
Accordingly, the competitiveness of the company's products and services in the
capital raising market increases, as does the competitiveness of both the employer
and the counterparty.

In the second subchapter ,/ntermodal services and strategic directions for
container shipping “the issue of intermodality in seaports and container terminals is
discussed.

In the global supply chain, seaports and container terminals play an
important role in integrating countries into global trade. Accordingly, seaports and
container terminals combine and involve many actors in the sphere of logistics, such
as seaports, stevedoring companies, container terminals, carriers (using different
modes of transport), shipping lines, customs brokers, surveyors, and freight
forwarders. Meeting the growing demands of these latter causes more and more
frequent mergers of logistics companies in alliances in order to provide complex
services to the clients who send cargo. The logistics services industry is a broad
structure characterized by the modal fragmentation of road, rail, sea, and air routes.
In order to denote similar multimodal service companies engaged in different types
of transportation services, we will use “IMS companies” (Inter-Modal Service
Companies), which combine and include different types of complex transportation
services.

The intermodality of seaports is becoming one of the important parameters

in terms of expanding the range of services in order to create additional value for
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cargo shippers. The intermodality of seaports and container terminals makes it easier
for cargo to transit by building optimal routes to gain time and cost advantages.
However, in order to improve intermodality, it is often necessary for several “IMS
companies” to create supply chain services in order to be able to offer a complex
service to shippers. The mentioned underlines the fact that in order to provide
additional new services in the supply chain, it is necessary to manage materials,
resources, and processes through inter-company management. In this sense, the
supply chain services in seaport logistics can be managed under the leadership of a
larger unit that will unite several “IMS companies” and that will ensure cooperation
and coordination among several “IMS companies” in order to enable the creation
and offering of additional new services to shippers.

Achieving intermodality in seaport logistics is a prerequisite for competitive
advantage, whereby “IMS companies” can reduce costs and deliver value to
customers in terms of the variety and quality of service offerings.

Intermodality has the potential to redefine the schedule of value creation
between “IMS companies”, where it is important that any “IMS company” be able to
offer a shipper direct or indirect intermodal transport services.

Intermodal transportation services play a key role in forming the overall
value proposition for shippers. With intermodality in mind, “IMS companies” can
offer better-added value to shippers by offering diversified transport modes and
routes. This further implies that all the attention paid to service and put in
intermodality can help “IMS companies” better develop their service capabilities to
meet customer specifications. In addition, the expansion of intermodal services can
help the "IMS companies" in their turn to develop the capabilities of transporting
different types of cargo.

In the third subchapter “Prospects of container shipping for the integration
of Georgia in the global transport market” The geographical features of the Black
Sea, the terminals operating in the Black Sea basin, the capabilities of existing and
future container terminals of Georgia, and cargo turnover data by terminals and
countries are discussed.

In terms to consider what prospects Georgia has in terms of integration of
container shipping into the global transport market, we must review which

countries operate in the Black Sea and what are the characteristics of the Black Sea.
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The Black Sea is accessed by ships through the Bosphorus Strait, with an
increasing number of ships passing through it, making it one of the busiest sea
passages in the world. The Bosphorus Strait is crossed by 3 suspension bridges and
two underground tunnels that pass under the Bosphorus Strait, one of which is a
highway and the other is the railway. These bridges and tunnels connect the two
continents. In addition to the aforementioned complexities, due to the congestion
and intense traffic of the Bosphorus, the traffic jams at the entrance to the strait are
high, as a kind of funnel effect is created when ships are piled up at the entrance to
the strait waiting for their turn to cross the strait.

Based on the geographical features of the Bosphorus strait and the technical
features of the infrastructure developed on it, certain restrictions have been imposed
on the types of sea transport that do not meet certain requirements. These
restrictions are detailed in the Montreux Convention and there is a separate list of
requirements that a seagoing vessel must meet in order to cross the Bosphorus Strait,
which is mainly related to the size of the vessel and the type of cargo to be carried.

Taking into account the features and limitations of the Bosphorus Strait
described above, it can be said that the development of seaports and container
terminals in the Black Sea is also limited, which comes out in the fact that none of
them can handle the new class of mega-ships, such as New-Panamax, VLCS (Very
Large Container Ship) and ULCS (Ultra Large Container Ship) type ships in their
ports, for the simple reason that all the listed above ships cannot cross the Bosphorus
Strait. A separate class of container ships known as “Bosphorus-Max” was created
for the Black Sea, and they are close in their technical characteristics to the “Post-

>

Panamax” class of container ships. The “Bosphorus-Max” class container ship is the
largest ship that can enter the Black Sea from the Mediterranean Sea. From the
above, we can assume that the maximum upper limit of infrastructure development
of seaports and container terminals in the Black Sea can be determined by the
possibility of receiving ships of a given class. It should be noted that none of the
seaports and container terminals operating in Georgia meet the requirements that
would make it possible to receive and handle ships of a similar class, although the
seaport of Poti already applied and has a port development plan ready, as a result of
which the berth depth will be 13.5 meters and will be able to receive container ships
of up to 9,000 TEU, this will still not be enough for the port to be able to receive and

handle Bosphorus-Max class container vessels. The latter type of vessel will be able
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to be handled by the deep-water port of Anaklia, according to the announced project
of which the berth of the port will have a depth of 16 meters, which will allow it to
receive “Bosphorus-Max” and “Post-Panamax” type container vessels. The Anaklia
deep-water port construction project was postponed several times due to certain
reasons related to the duration of the project preparation and research and surveys,
the complaint filed by the “Anaklia Development Consortium” and the private
investor against the Georgian state in international arbitration, which stopped the
construction of the given port for several years, although in 2022 In December, the
Prime Minister of Georgia announced at the government meeting that Anaklia port
will be built with the participation of the state, where the state will own 51%. There
is no doubt that the appearance of a new seaport and an additional container
terminal on the market will have a positive impact on the Georgian market, which
will be expressed in the increase of throughput and competitive prices for
consumers, however, the fact that after the completion of the Anaklia port, 3
seaports and their existing container terminals will operate on the market, one of
which will be under state management and control, while the others will be
represented as legal entities under private law, creating unequal conditions among
market participants. It should also be taken into account that the above-mentioned
legal entities of private law are usually represented as international companies and
operators, which may file a lawsuit against the State of Georgia, as did the “Anaklia
Development Consortium”, due to the fact that they find themselves in unequal
competitive conditions.

Seven countries are involved in container shipping on the Black Sea, namely,
Georgia, Romania, Ukraine, Bulgaria, Russia, Moldova, and Turkey. It should be
noted that out of these seven countries, significant container cargo traffic is carried
out only in 5 of them since Moldova is practically unable to handle container ships
due to its difficult geographical location, while Turkey has its sea container ports
and terminals significantly developed and located on the side of the Marmara and
Aegean seas. Russia, Ukraine, and Romania are in the top three by the volumes of
container cargo turnover, however, it should be noted that the container cargo
turnover of Georgia with the compound annual growth rate (CAGR) in the period
2008-2020 is the highest among the given countries (see Table N5). As can be seen
from the table, the compound annual growth rate of Georgia in the period of 2008-
2020 was 7%, and the total growth rate of the Black Sea was 2%. As a note, we would
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like to point out that Georgia volume increase in 2019 was due to the "Armenia"

factor, and in this regard, the given year was anomalous in terms of cargo turnover,

and therefore the compound annual growth rate in the case of 2008-2019 was at a

double-digit 11% mark. The "Armenia" factor refers to Armenia's membership to

the Eurasian Economic Union (EAEU), which required Armenia to increase customs

duties and taxes on used cars, which led to a sharp increase in container traffic, as

used cars were imported to Georgian ports in order for consumers to transport these

cars to Armenia until 2020. From January 1 of the year, new customs clearance rates

for used cars would come into force.

Table N5 - Cargo handled by container terminals of the Black Sea region in TEUs

(2008-2020)

CAGR|CAGR
in Thousand TEUs | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2008- | 2008-
_ [ 2019 | 2020
Georgia 210 179 226 299| 358[ 403 | 447| 380 329 395 | 454 645| 490 | 11%| 7%
Bulgaria 198 135| 143 152| 170| 180| 196| 200 205 nodain |modaa | 261 | 254 |  3%| 2%
Romania 408 340 418] s06| 483] 554| S581[ 611 632 nodama [modam | 641 [ 615 | 4% 3%
Ukraine 1254 | 517| 660 | 760 724 | 781| 662| 519 680 | modata |nodata | 996 | 1018 | 2% 2%
Russia (Black Sea) 485 | 318 | a48| 663 | 67| 740| 734| 584 613 nodaa [nodan | 770 [ 787 | 4% 4%
Total 2555 1488 ] 1.894 [ 2.381 [ 2408 | 2,658 [ 2,619 ] 2295 | 2.460 | - [ - [ 3312] 3164 | 2%

Source: The table was compiled by the author based on "Black Sea Container Summit" using the data
from the Information and Analytical Center "BlackSeaTrans" (2008-2016), the Ministry of Economy
and Sustainable Development of Georgia (2017-2018) and Informal Business Group (2019-2020 years)

Black Sea container terminals in Ukraine, Romania, Russia and Bulgaria
handled a total of 3,099,168 TEUs in 2021, including empty containers and excluding
shipments/transshipments. Figure N1 below presents the data for five countries in
relation to full containers and compares 2021 to 2020. During the mentioned period,
the overall increase was 2.59% and there was an increase in all countries except

Georgia.
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Figure N1 — Cargo turnover of the Black Sea region in TEUs and share of countries
in 2020-2021
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Source: compiled by author based on data from Container News (Black Sea Container Market Review

2021: 2M Alliance partners remain the leaders of the region - Container News (container-news.com))

In 2021, several changes happened in the top five container terminals in the
region, in particular, the DP World Constanta container terminal in Port Constanta,
Romania, retained its leadership in terms of the total volume handled, while the
container terminal NUTEP in the port of Novorossiysk remained in second place.
APM Terminals Poti (Georgia) moved to fourth place and gave third place to
"CONTAINER TERMINAL ODESSA - CTO" (Odessa, Ukraine). "Brooklyn-Kiev
Port" (BKP)" (Odessa, Ukraine) remained in fifth place (see Figure N2).

As for the leading shipping lines in the Black Sea region, the partners of the
"2M" alliance remain the leaders of the region and the first five are "Maersk", "MSC",
"COSCO", "CMA CGM" and "ZIM", on which comes 73,77% of the cargo turnover
of the entire Black Sea region, and 46,79% only on members of the "2M" alliance,
which is 0,65% less than in 2020 (see Figure N3).
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Figure N2 — Shares of container terminals in the Black Sea region in 2021 by cargo
turnover in TEUs
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Figure N3—- 2021 Container Traffic Shares of Black Sea Shipping Lines by TEUs
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It should be noted that direct foreign investments in the transport sector from
2007 to 2021 made up approximately 11% of total foreign direct investments (see
Figure N4), which amounts to 1.94 billion dollars, which is not a favorable indicator
for this sector in 14 years and is desirable, to attract more investors to invest in the

transportation sector.

Figure N4 - Foreign Direct Investments in Georgia by economic sectors
(2007-2021)
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Source: Chart compiled by the author based on the National Statistics Office of Georgia
The growth rate of container shipping in Georgia is generally high, and as

mentioned above, the average annual growth rate is about 7%, and in terms of TEUs,

the mentioned data looks as follows (see Figure N5).
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Figure N5 - Cargo turnover of Georgian container shipments
(full/empty/import/export) in ‘000 TEUs
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Source: compiled by the author based on the data of the Ministry of Economy and Sustainable

Development of Georgia

Despite the positive dynamics, the future development and growth of cargo
turnover will largely depend on the high involvement of neighboring countries, we
are talking about those countries that do not have access to the sea, since only
Georgia with its small population and distribution market cannot provide the
indicators that can be achieved in the container shipping segment. For this, attention
should be focused on factors that will contribute to the development of internal
infrastructure, attracting additional investments for the development of said
infrastructure, and simplifying the components of intermodal shipments as much as
possible, which includes and implies the harmonization of customs procedures
between the given countries and the introduction of interactive systems
communications and connections to simplify border crossings as much as possible,
clearance of goods and cargo at the time of crossing and to minimize the dwell time

and bureaucratic difficulties related to the preparation of documents.
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III.  Conclusions and suggestions
Similar to the growing trend of world container shipping, the growth rates of the
Black Sea region and especially the Georgian market in container shipping are
increasing respectively, in particular, the compound annual growth rate of the
Black Sea region was 2%, while the compound annual growth rate of Georgia in
the same period - 7%.
The study presents the calculation of the correlation index between sea and rail
shipments of Georgia, based on the low index of 0.3, it was determined that the
correlation between these two types of shipping is very low and can be concluded
that there is no relationship between these two modes of transportation.
Based on the analysis and calculations of the results of the survey carried out in
the framework of the study, the two main determinants, namely “container
unloading and loading rates” and “terminal location, seaport connectivity, and
accessibility” were determined. Those two determinants had the highest
weighted average and the lowest standard deviation.
The study also shows the resilience of container shipping in relation to various
impacting factors, in particular, the industry was able to successfully deal with
the shocks caused by the world economic crisis in 2007-2010 and the Covid
pandemic in 2020-2021, and quickly returned to pre-pandemic and pre-crisis
indicators.
The development of the port infrastructure of Georgia lags behind the modern
requirements of world shipping, which is largely related to the reception and
handling of large container vessels.
Despite the underdevelopment of the port and container infrastructure of
Georgia, should be mentioned that it is pointless to develop the mentioned
infrastructure and make investments in order to receive “ULCV” type container
carriers since it is physically impossible for such type of ships to enter the Black
Sea, which is due to the characteristics of the Bosphorus Strait. Based on the
mentioned features of the Black Sea and Bosphorus Strait, the upper limit of the
infrastructure development of port and container terminals of Georgia can be
determined by the “Bosphorus-Max” type of ships, which is close to the “Post-
Panamax Plus” type of container carrier and for which Anaklia Deepwater has
applied The port project, which implies the presence of a berth depth of 16

meters.

92



The study presents the main factors identified by various researchers,
considering which customers and shipping lines make their choice in favor of a
particular seaport or container terminal. Several key factors have been identified
from these studies, such as port fees, terminal service charges, seaport and
container terminal efficiency and productivity, seaport congestion, and berth(s)
availability. Taking into account the above-mentioned factors and the fact that,
as a rule, shipping lines have significant trade power in container shipping
services and the workload of seaports and container terminals largely depends
on them, the seaports and container terminals of Georgia have the potential to
become important key facilities in the Black Sea area if this will become
financially attractive for shipping lines. The latter has been trying to reduce costs
per unit for the last decades, as a result of which the construction of mega-vessels
in container shipbuilding continues to this day. Based on the above, if the
government of Georgia subsidizes the arrival of “Bosphorus-Max” type ships in
Georgian seaports and the shipping lines will not have to pay port fees for the
arrival of the mentioned type of ships, this will significantly increase the interest
of shipping lines to bring the largest possible size ship into Georgian ports, since
within the framework of the mentioned initiative and in addition to the fact that
the costs per unit will be reduced (taking into account the economy of scale) in
the conditions of the entry of larger vessels, they will additionally reduce the
cost by not paying port fees. As noted in the study, shipping lines are the ones
who will exert pressure on landside service providers, in our case seaports and
container terminals. Within the framework of the government initiative, liner
shipping lines are interested in large-sized ship arrivals in Georgian ports, which
in itself means increased cargo turnover and additional revenues for terminal
operators, the latter will consider making additional investments in the
development of their own infrastructure, which in turn will increase direct
foreign investments in Georgia. With the mentioned initiative, shipping lines
can also turn Georgian ports into transshipment ports since they will no longer
have a financial interest in entering the port of Georgia with two medium-sized
ships, while they can ensure the full delivery of cargo with one large-sized ship
call, for which they will no longer have to pay port fees, and also they will not
be interested in making additional calls to other Black Sea ports with this large

ship.
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As a result of the above-mentioned initiatives, the Liner shipping connectivity
index, which reflects how well countries are connected to global shipping
networks, will be significantly improved.

In terms of attracting investments, it is important to have information about the
container market of Georgia available, for which it is necessary to ensure the
posting and constant updating of relevant information on the official websites of
local and international statistics databases.

Most of the world's container terminals, as well as in Georgia, usually offer a
fixed type of tariff scheme to shipping lines, consignees and shippers. In order to
make the parties interested in a more flexible tariff scheme, the operators of
container terminals operating in Georgia can offer their clients variable tariffs,
for example in the case of THC (Terminal Handling Charges, which combines
several components of the service), shipping lines can set a variable tariff based
on the size of the entered vessel, depending on the time of arrival within the day
or night time, the types of containers on board, and the timely and correct
delivery of the discharging plan.

Since shipping lines are dictating the “rules of the game” in the container
shipping market, it is important for the Government of Georgia, in particular the
Ministry of Economy and Sustainable Development of Georgia, to engage and
communicate with shipping lines to take into account their expectations and
interests as much as possible to offer them more attractive terms and conditions
to operate in Georgian seaports and container terminals.

Substantiated that the issue of the favorable circumstances for Georgia, which
are related to the sanctions imposed on the Russian Federation and the Islamic
Republic of Iran, which are Georgia's main competitors in the container shipping
sector, since both of them have access to the sea and also have deep-water
seaports. Based on the fact that most probably the said sanctions will not be lifted
in the short term, Georgia has favorable conditions and circumstances in order
to develop its internal land infrastructure as quickly as possible so that by the
time the sanctions on the said countries are lifted, Georgia will already have the
most modern and developed internal infrastructure.

Presented a proposal regarding the regulation of the railway infrastructure, in
particular, the outdated Soviet standard railway, which is one of the obstacles in

the intermodal transportation segment and is not compatible with the Chinese
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and European standard railways due to the differences between the gauges. Due
to the fact that the modernization of railways and bringing them in line with
European standards, especially in the section of the Caucasus and Central Asian
countries, will be a rather expensive and time-consuming process, as a solution
to quickly resolve the mentioned issue, We believe that the participating
countries of the “Middle Corridor” should purchase by direct purchase or under
the lease several railway trains automatically adjusting to different gauges (the
Spanish electric railway construction company “Talgo” has a big experience in
the production of such types of railway trains), which will minimize the delay of
container shipments, time and at the same time will significantly reduce the
transportation costs associated with the rearrangement of railway trains and
wagons of different standards and gauges.

e Presented an argued proposals, which will concern the customs system, tax
policy and legislation, the level of development of information technology and
the level of integration into the global transport network. It should be noted that
Georgia, as a potential transit country, has carried out several successful
intermodal shipments under the conditions of the Covid pandemic, as well as the
renewed interest of the countries participating in the “Middle Corridor” in the
given route, has made it clear that the mentioned direction has not lost its
potential and that with new forces, It is possible to make it an attractive route.
Parties should continuously develop and deepen cooperation in the direction of
simplifying and harmonizing legislation and customs procedures as much as
possible, and should also create a single information technology platform that
will help the participants' interchange information in a timely and fast manner,
which will ensure the reduction of the delay time associated with document
formalities.

e It is desirable to introduce a new professional direction in educational
institutions, where training and retraining of young people will be done by
providing them with qualified knowledge about the entire processes of container
terminal activity, which in turn will promote employment and also prevent

population outflow from port cities to other regions and cities.

It can be said with confidence that nothing threatens container
transportation and its development in the next few decades, since nowadays there is

no other similar type of transportation that could be offered as an alternative to the
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mentioned type of delivery and shipping. In addition, the existing system and supply
chains, standardized and unified technologies, methods, and infrastructure used in
container transportation cannot be replaced by another alternative mode of
transportation in the near future (not in the short-term and even long-term), which
indicates that the development of container transportation has a great future for the
country and investments in this area and the promotion of the industry have a

positive effect on the economic stability and development of the country.
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