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Africa free trade agreement could provide necessary
momentum for improving SA's port infrastructure

As the world hopefully heads out of the Covid-19 lockdowns, trade and the shipping of more
goods should continue to increase, as logistics bottlenecks start to ease and fiscal stimuli from
major trading nations in the developed world continue to spur demand.

South Africa, long one of the strongest markets on the continent and a gateway for other
countries to trade with others throughout sub-Saharan Africa needs to urgently improve its port
infrastructure. Countries with inefficient ports will not be able to fully benefit from the Africa
Continental Free Trade Area (AfCFTA) as trade starts to liberalise in Africa.
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In May 2021, the World Bank and IHS Markit released their global Container Port Performance Index
(CPPI). The Index is based on total port hours per ship call, which is defined as the elapsed time betweer
when a ship reaches a port to its departure from the berth having completed its cargo exchange. South
African ports performed exceedingly poorly. Out of 351 facilities, the Index ranked Cape Town at 347th;
Port Elizabeth at 348th; Durban at 349th; and Ngqura at 315st.
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According to the Index, "More than four-fifths of global merchandise trade by volume are carried by sea, a
approximately 35% of total volumes and over 60% of commercial value is shipped in containers."

Port Technology reports that research conducted by the terminal operating system provider Navis, found {
following to be the biggest areas of concern: Optimisation, cost reduction, and improving yard operations.
Improved digitisation and connectivity can aid ports in how they go about improving efficiency and monitor
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progress. Paper-based documentation alone can add to port operations unnecessarily — and most
importantly, add yet more costs in terms of time lost.

The top of the CPPI is dominated by East Asian ports, with Yokohama, Japan ahead of King Abdullah Por
Saudi Arabia, and Qingdao, China. When one dives into the data provided by the Index, key metrics such
minutes per container move show large discrepancies in global port efficiency. Yokohama and other ports
near the top take "just 1.1 minutes on average to load or unload a container in a standard port call, while th
average for equivalent workloads in African ports is more than three times that at 3.6 minutes."

Port inefficiency can be considered a non-tariff trade barrier, and it is within the power of governments to
eliminate all manner of such barriers if they want to encourage more trade both into and out of ports.

The development of high-quality and efficient container port infrastructure is a key contributor to successful, export-lea

growth strategies both in developing and developed countries.

Perhaps the most critical wider policy shift that is needed in South Africa, is to break up Transnet, the
state-enforced monopoly of the management of the country’s ports. With ever-present government
financing and bailouts at the ready when it fails — and no pressure from market forces and competition t
improve services — Transnet’s lack of capability (and the inevitable millions lost to corruption, as always
happens when a government takes on the 'management' of an entire sector of the economy) hobbles tt
urgent improvements that are needed in the country’s ports and rail infrastructure.

History has clearly illustrated that government-enforced monopolies cannot respond to changes in the
market as nimbly as substantively private organisations and businesses can.

Every day that the potential improvement of the country’s ports is hobbled, is yet another day that
businesses and corporations will be less internationally competitive. The cost of shipping containers — anc
shipping — has been increasing markedly since the outbreak of the pandemic as global supply chains wer¢
interrupted.

It appears likely that costs will remain high for the foreseeable future. Henry Ren of Bloomberg writes that,
"Stubbornly high shipping expenses for businesses are getting sealed into contracts for the next 12 montt
forcing companies to pass the extra costs on to consumers."

Efficient ports also ensure business continuity and improve the resilience of the maritime gateways as crucial nodes ir

the global logistical system.

How can a country like South Africa counterbalance this worldwide problem? By acting to reduce costs
that are within our control, such as the time ships spend loading and unloading at our ports. Every cost
is diminished helps unlock increasing trade to head South Africa’s way and results in lower costs of goc
for consumers in the long run.

In April, President Cyril Ramaphosa visited the Port of Durban. The occasion served as both a site
inspection and an opportunity to announce a new infrastructure investment drive of up to R100bn.

Depending on how that money is allocated — and more crucially, whether those stakeholders who use the
port on a daily basis are consulted in the process — this could be a step in the right direction for improving
Durban’s performance, along with its rating on the Index. Simply throwing money at the country’s ports alol
will not necessarily improve their efficiency, though.



To increase trade with the rest of Africa — and the world — the South African government should understan
just how vital an efficient the rails and port networks are. Martin Humphreys of the World Bank explains tha
"The development of high-quality and efficient container port infrastructure is a key contributor to successt
export-led growth strategies both in developing and developed countries."

Furthermore, "Efficient ports also ensure business continuity and improve the resilience of the maritime
gateways as crucial nodes in the global logistical system."
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