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Abstract: This study delves into the pivotal role Shanghai plays as both a river and ocean port
city in driving economic development. By functioning as a dual port, Shanghai enhances
regional and global trade efficiency, reduces logistical costs, and optimizes supply chain
management. The research focuses on the strategic advantages of Shanghai’s location at the
confluence of the Yangtze River and the East China Sea, exploring how this unique
positioning bolsters regional economic integration and increases global trade competitiveness.
The analysis highlights the critical role that Shanghai’s port infrastructure plays in both
regional and global economies. However, it also identifies significant challenges, including
issues related to regulatory compliance and economic dependency, which could hinder the
city’s long-term growth. To address these challenges, the study offers several
recommendations aimed at strengthening Shanghai’s economic position and ensuring its
continued success as a dual-role port city. Ultimately, the study underscores the importance
of strategic planning and policy-making in fully leveraging the potential of dual-role port
cities like Shanghai. By addressing existing challenges and capitalizing on its strategic
advantages, Shanghai can continue to play a leading role in global trade and economic
development.
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1. Introduction
1.1. Research Background

Port cities play a critical role in the global economy, facilitating a significant portion of international
trade. They act as critical nodes in the global supply chain, handling vast amounts of cargo and
container traffic. For instance, Shanghai, as one of the world’s best-connected ports, plays a crucial
role in international trade, with a connectivity score of 134 points, surpassing other major ports like
Singapore and Busan [1].

River port’s role is to handle inland transportation, while ocean ports’ role is to facilitate
international trade. Cities like Shanghai, with the functions of both river ports and ocean ports, are
critical embedded parts of the global supply chain. Those cities with dual roles can enhance trade
efficiency by integrating different transportation, reducing costs, and optimizing logistics
management.
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According to the United Nations Conference on Trade and Development (UNCTAD), Shanghai
consistently ranks among the top ports in the world, which shows its importance in maritime logistics
and trade. Similarly, ports like Rotterdam and Antwerp, which also serve both river and ocean port
functions, are key players in European and global trade as well [1].

The dual-role cities, with the function of both river and ocean ports, show significant economic
advantages. So, studying this topic will allow us to understand the mechanisms behind their critical
role in economic development. By studying how they enhance trade efficiency, reduce costs, and
optimize logistics management, this study can show a better understanding of why they can play such
a pivotal role in regional and global economies. Specifically, analyzing Shanghai’s dual role will
provide insights into how to enhance the commercial and social value of such cities, ensuring they
can more effectively contribute to regional and international economic growth.

1.2. Literature Review

A report from the Organization for Economic Co-operation and Development (OECD) found that
dual-role ports contribute to higher economic growth rates by attracting investment, generating
employment, and facilitating international trade. The report emphasizes the importance of integrating
port activities with regional economic strategies to maximize their benefits [2].

Pallis, Kladaki & Notteboom proposed that dual-role ports are pivotal in enhancing supply chain
efficiency and economic competitiveness. The integration of river and ocean transport systems in
these ports leads to significant cost savings and improved logistical performance [3].

Merk & Notteboom analyzed the port of Amsterdam, evaluating its performance and economic
impact. They highlighted the dual-role functions of the port city, which significantly contribute to
regional economic growth by improving logistics efficiency and attracting investment [4].

The reviewed literature highlights the importance of dual-role ports in regional and global
economic development. However, there remains a gap in detailed studies focused specifically on the
mechanisms that enable these ports to achieve such impacts. Most scholars and articles have primarily
researched the general economic contributions of port cities or focused on single-role ports, either
river or ocean. In contrast, very few studies have investigated the comprehensive advantages of ports
that function in both capacities.

This research aims to fill this gap by providing a comprehensive analysis of Shanghai’s dual role
as a river and ocean port. By analyzing the specific mechanisms and factors that contribute to its trade
efficiency and economic impact, this study will clarify the potential factors that contribute to the
strategic importance of dual-role port cities in the global economy. The outcomes of this article may
provide some valuable insights for policymakers in enhancing the trade efficiency and economic
impact of port cities worldwide.

1.3. Research Framework

This study analyzes the benefits brought by Shanghai’s unique dual role as both a river and ocean
port city. By examining the mechanisms that drive the economic prosperity of such a dual-role city,
this research also identifies the underlying shortcomings and challenges that may restrain its growth
in the economy.

2. Case Description
2.1. Shanghai as a River Port City

Shanghai is strategically located at the mouth of the Yangtze River, which is the foundation for it
becoming an important port city. The Yangtze River is the longest river in Asia, connecting a number

170



Proceedings of ICFTBA 2024 Workshop: Finance's Role in the Just Transition
DOI: 10.54254/2754-1169/140/2024.GA 18547

of big cities in China, such as Chengdu, Wuhan, and Nanjing. The Yangtze River is navigable for
large ocean-going vessels up to Wuhan, approximately 1,000 kilometers (621 miles) inland from the
sea, facilitating domestic trade. The Yangtze River is also known for its relatively stable water levels,
particularly in its middle and lower reaches, which support stable shipping and transportation. Hence,
the Yangtze River serves as a crucial artery, facilitating the constant movement of goods and people
between China’s vast inland regions and the global market. This river connectivity enables Shanghai
to act as a gateway for trade and commerce, linking inland cities such as Wuhan, Chongqing, and
Nanjing to international markets.

2.2. Shanghai as an Ocean Port City

Shanghai is home to the Port of Shanghai, one of the largest and busiest seaports in the world. Located
on the East China Sea, the port handles a significant portion of China’s international trade, connecting
the country with major global markets in North America, Europe, and Asia. The port’s facilities
include multiple container terminals, bulk cargo terminals, and specialized terminals for automobiles
and liquid chemicals.

The Port of Shanghai is equipped with state-of-the-art infrastructure, including deep-water berths
capable of accommodating the world’s largest container ships. The port’s extensive network of
international shipping routes enhances its connectivity, making it a critical node in the global supply
chain. The advanced container handling systems and the smart port solutions significantly improve
the port’s efficiency and global competitiveness.

2.3. Dual Role of Shanghai

Shanghai’s unique position as both a river and ocean port city allow for smooth intermodal transport
by integrating river and sea transport systems. This integration makes transshipment more efficient,
which potentially reduces the transit times and the logistics costs. The city’s infrastructure ensures
that goods can easily and swiftly move from river barges to ocean-going vessels, optimizing the
supply chain and enhancing trade efficiency. This dual connectivity is crucial for industries that rely
on both domestic and international logistics networks.

In conclusion, with the advantage of its strategic location and advanced infrastructure, Shanghai
efficiently transships cargo between inland China and the rest of the world, positioning itself as a
critical hub in global and regional trade networks.

3.  Analysis on the Problem
3.1. Influence Identified of Shanghai as a Dual-Role Port
3.1.1.Influence on Regional Economic Development

Shanghai, like New York City, is a highly developed port city located at the mouth of an important
river, connecting directly to the sea. Due to its strategic location, Shanghai serves as the gateway for
many inland cities in central China to the global market. For instance, Shanghai’s port infrastructure
is integral to the Yangtze River Delta’s economic activities. The Yangtze River Delta (YRD),
centered around Shanghai, is one of the greatest economic zones in China and serves as a major driver
of China’s economic development. The region includes cities in Jiangsu, Zhejiang, and Anhui
provinces. Among that, Shanghai plays a pivotal role in hinterland connectivity, economic impact,
and logistics efficiency, which significantly contribute to the economic development of the YRD.
Hinterland Connectivity: Shanghai’s port infrastructure is integral to the Yangtze River Delta’s
economic activities. The port connects with lots of inland river port cities like Chongqing and Wuhan,
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enhancing the flow of goods from the interior regions to the global market by intermodal
transportation. This connectivity reduces transportation costs and ensures timely delivery, which is
crucial for maintaining its competitiveness in the global trade market.

Economic Impact: The Yangtze River Delta (YRD), centered around Shanghai, is a major driver
of China’s economic development. The YRD generated approximately 25% of China’s total GDP
and accounted for more than a third of the country’s exports [5]. Shanghai, serving as the central hub
in the YRD, effectively pulls together the economic capabilities of surrounding cities such as Nanjing,
Hangzhou, and Suzhou. By fostering seamless regional economic integration, Shanghai enhances the
region’s entire economic output. This significant economic output demonstrates Shanghai’s
economic leadership within the region.

Logistics Efficiency: The integration of river and sea transport, known as intermodality at
Shanghai port, leads to effective cost savings and improved logistical performance. Additionally, the
port is capable of handling various kinds of cargo, from bulk goods to containers, ensuring that
various industries can efficiently transport their goods globally. Thus, Shanghai’s port drives regional
economic growth across multiple sectors.

Therefore, it’s plain to see that Shanghai, serving as a special river port with an outlet to the East
China Sea, has injected vitality into regional economic development, radiating the Yangtze River
Delta region and even most of inland China along the Yangtze River.

3.1.2.Influence on Global Trade

Unlike other coastal port cities, Shanghai’s unique position as both a river and ocean port city provide
significant advantages in global trade. Situated at the mouth of the Yangtze River, one of the world’s
most economically valuable rivers, Shanghai connects vast inland regions with international markets
through the East China Sea, a part of the Western Pacific Ocean. Shanghai’s dual connectivity offers
this city several distinctive benefits over other major ocean port cities in terms of global trade.

On the one hand, Shanghai expands its global trade based on its enhanced market reach and export
capacity. The Yangtze River connects Shanghai with a vast economic hinterland, including
economically significant cities such as Chongqing, Wuhan, and Nanjing. These cities produce diverse
categories of goods, such as heavy machinery, electronics, and automobiles. By serving as the exit
point for these inland goods, Shanghai port leverages a significant export capacity, making it a crucial
gateway for Chinese products reaching international markets. Given the significant economic
activities and diverse goods produced in these regions, Shanghai’s port handles an immense volume
of trade, enhancing its competitiveness in the global market. Therefore, the extensive market reach
and export capacity reinforce Shanghai’s position in global trade, providing a steady flow of exports
that enhance its trade volumes.

On the other hand, Shanghai serves as a critical node in international trade by acting as a major
conduit for global commerce. Shanghai’s port, one of the busiest in the world, facilitates a vast
volume of international trade, handling millions of TEUs (twenty-foot equivalent units) annually. The
consistent flow of goods furnishes the city’s economic stability and creates a reliable environment for
financial activities. For instance, trade financing, such as letters of credit and supply chain financing,
is vital for facilitating international transactions. The steady stream of trade through Shanghai ensures
that these financial instruments are in high demand and can be offered at scale.

Hence, by leveraging its stable and high-volume physical trade, Shanghai’s financial sector gains
significant competitive advantages, driving economic growth and reinforcing its role as a central
player in global trade networks.
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3.2. Problem-Identified Analysis
3.2.1.Regulatory and Compliance Challenges

Navigating the regulatory landscape presents significant challenges for Shanghai as a dual-role port.
Due to its dual functions, it must comply with both domestic regulations for inland waterway transport
and international maritime laws. The dual regulatory framework can lead to several significant
challenges, as shown below. The need to meet both sets of regulations can lead to legal uncertainty
and operational confusion, requiring expert legal advice and more administrative work.

1. Conflicting Regulations:

Shanghai must simultaneously comply with China’s inland waterway regulations and international
maritime laws, which can have different or even conflicting requirements.

For example, Domestic regulations in Shanghai mandate strict environmental protections for river
ecosystems, including controls on emissions, waste disposal, and the use of clean fuels. These
regulations aim to protect the Yangtze River by reducing pollutants from vessels operating inland. In
contrast, international maritime laws, such as the International Maritime Organization’s (IMO)
Ballast Water Management (BWM) Convention, require ships in international traffic to manage their
ballast water to prevent the spread of invasive species. This involves specific, often resource-intensive,
treatments and management plans.

2. Increased Operational Costs:

Compliance with both domestic and international regulations often requires significant
investments in infrastructure, technology, and workforce training.

For example, upgrading port facilities and vessels to meet stringent environmental and safety
standards involves considerable capital expenditure.

These investments drive up operational costs, which can affect the competitiveness of Shanghai
as a port, potentially leading to higher shipping fees and reduced attractiveness to international
shippers.

3.2.2.Economic Dependency and Vulnerability

Shanghai’s dual role as both a regional economic hub and a critical node in international trade also
comes with unique challenges. One significant issue is the economic dependency on its vast
hinterland for raw materials and manufactured goods, which are the traded goods exported through
international trade. This economic model, while highly efficient in times of global economic stability,
also introduces some vulnerabilities.

1. Issue of Dependency on International Trade

Shanghai’s economic growth is heavily reliant on its ability to facilitate large volumes of
international trade. The city acts as a conduit through which a wide array of goods produced in inland
cities are exported to global markets. However, this dependency also causes potential risks. Any
disruption in international trade dynamics, such as economic sanctions, trade wars, or global
recessions, can severely impact Shanghai’s economic stability and growth. The heavy reliance on
international markets makes the region susceptible to external economic pressures and geopolitical
risks.

2. Economic Model Constraints

The current economic model of Shanghai and its surrounding regions is largely export-oriented,
attempting to leverage its advanced port facilities to maximize trade volumes. Although this has
driven significant economic growth, it also limits the diversity of the local economy. The region’s
industries are primarily geared towards producing export goods, which may shape an imbalanced
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local economic structure. In cases of reduced global demand or increased international competition,
this model may not be sustainable.

4.  Suggestions

4.1. Addressing Regulatory and Compliance Challenges Through Special Economic Zones
(SEZs)

The regulatory and compliance challenges faced by Shanghai as a dual-role port are significant since
it needs to comply with both domestic regulations and international maritime laws. The challenges
are that two-tier regulation can cause problems, including conflicting regulations and increased
operational costs, which may substantially make Shanghai less attractive to global trade markets.

To achieve an effective solution, multiple factors should be taken into consideration. Unlike
federal systems such as that of the United States, where states have significant autonomy to create
and enforce their own laws, China operates under a unitary system of governance. In this system, all
legal authority is centralized, and local governments do not have the right to establish their own laws.
This system maintains its legal consistency while limiting the flexibility of local governments, such
as that of Shanghai, which constrains Shanghai’s ability to formulate customized regulations to meet
the specific needs of its dual-role identity.

Therefore, establishing Special Economic Zones (SEZs) in Shanghai may become the most
effective solution. SEZs provide a framework that allows for regulatory flexibility, which enables the
Shanghai government to implement policies specific to its unique dual-role identity while still
adhering to China’s centralized legal system. SEZs have been successfully trialed in China in the past,
especially in places like Shenzhen, where they have facilitated legal and economic experimentation
under the supervision of the central government [6]. Furthermore, the SEZ model has proven effective
in integrating local economies with global markets, thereby enhancing competitiveness on the
international stage [7]. Additionally, China’s legal system is characterized by significant flexibility,
which allows the government to maintain control while adapting to changing circumstances. This
flexibility is key to the success of SEZs, as it permits the Shanghai government to navigate the
complexities of international trade and compliance more effectively [8].

As aresult, SEZs enable Shanghai to effectively address the challenges of conflicting regulations
by allowing these zones to implement business-friendly policies in order to reduce operational costs
and enhance its attractiveness to global trade markets. This approach provides a compromise solution,
allowing Shanghai to maintain its attractiveness in the global trade market while adhering to national
legal restrictions and leveraging its dual-role functions as well.

4.2. Diversification of Economic Structure

For the past few years, Shanghai’s stature as an international economic center has grown steadily. Its
annual economic output has exceeded the thresholds of 3 trillion yuan ($414.54 billion) and 4 trillion
yuan, reaching 4.72 trillion yuan in 2023, thus maintaining its leading position among China’s
economic centers [9]. Despite Shanghai’s temporary economic success, the issues that cannot be
ignored are its economic dependency and vulnerability. To reduce dependency on international trade
and reduce economic vulnerability, Shanghai should diversify its economic structure by shifting focus
from solely export-oriented industries to developing a more balanced economic model that includes
increasing the share of the tertiary industry (services sector), especially the financial industry.

In recent years, Shanghai has seen significant growth in its tertiary industry, which accounted for
73.1% of the city’s GDP in 2023, reflecting a clear shift towards a more service-oriented economy
[10]. This growth trend aligns with Shanghai’s strategic goal of becoming an international financial
center, which makes itself less vulnerable to economic fluctuations in global trade. By leveraging its

174



Proceedings of ICFTBA 2024 Workshop: Finance's Role in the Just Transition
DOI: 10.54254/2754-1169/140/2024.GA 18547

position as a global trade hub, Shanghai can develop into a leading international financial center,
providing stability by offering services that are not as directly bound to physical goods trading, such
as banking, insurance, and financial markets.

Moreover, while financial services are vital, they are inherently linked to the real economy. For
Shanghai to establish itself as a true international financial center, it must ensure that its financial
growth is underpinned by robust physical trade. Therefore, Shanghai should maintain and enhance its
role in global trade while expanding its financial services at the same time in order to create a more
healthy and diversified economy. With this approach, even if one sector faces challenges, the overall
economic impact is mitigated by strength in other areas.

5. Conclusion
5.1. Key Findings

This study has explored the dual role of Shanghai as both a river and ocean port city and its influence
on both regional economic development and global trade. In this study, several potential challenges
for Shanghai as a dual-role port city have been proposed, including regulatory and compliance issues
as well as economic dependency and vulnerability. To address these challenges, the research proposed
establishing Special Economic Zones (SEZs) to cope with challenges arising from conflicting
regulations. On the other hand, diversification of Shanghai’s economic structure was suggested. The
study highlights the development of the tertiary sector, particularly financial services so that Shanghai
can reduce dependency on international trade and enhance economic resilience.

5.2. Research Value

The significance of this research lies in its contribution to understanding how dual-role port cities like
Shanghai can strategically leverage their unique positions to improve regional and global economic
growth. By identifying and addressing the challenges faced by Shanghai, the study provides valuable
insights for policymakers and industry leaders. The suggestions about establishing SEZs and
diversifying the economic structure not only enhance Shanghai’s competitiveness in the global
market but also offer a universal model for other port cities facing challenges similar to those in
Shanghai.

5.3. Limitations

Although this study provides a comprehensive analysis of Shanghai’s dual role as a port city, it is
primarily based on secondary data, which may limit the depth of firsthand insights into the immediate
impacts of regulatory and economic strategies on local businesses and the community. Future studies
could address this limitation by conducting more surveys and interviews to gather firsthand
information and insights from major players in Shanghai’s economic landscape. Additionally, further
research could make a deeper exploration of the long-term impact of SEZs on Shanghai’s economic
structure and assess the effectiveness of diversification strategies in reducing economic vulnerability.
By doing so, future research can offer more effective suggestions to strengthen the economic
resilience of dual-role port cities.
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