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Turning a Geographic Advantage into a Competitive Advantage

Bunkering operations at the Fujairah port were precipitated in part by the events of the Iran-Iraq crises. 
In the early 1980s, during the Iran-Iraq war tankers6 had long wait times to clear the Strait of Hormuz, 
controlled by Iran. These extended delays of tankers created congestion of vessels close to the borders of 
Fujairah. The restrictions on transiting the Straits of Hormuz during this period meant that long convoys 
were created. The deep and safe waters off Fujairah proved to be the ideal location for gathering vessels, 
prior to entering the Gulf. Fujairah’s location on major shipping routes and about 70 nautical miles from 
one of the key international shipping routes for tankers, meant that it could provide ships with fuel for 
their onward journeys as well as oil storage services, effectively enabling tankers to load without necessarily 
entering the strategically sensitive strait.7 Tanker operators loading at Fujairah would also save their vessels 
sailing hours by avoiding the strait.

6

7

8

9

A tanker is a vessel designed to transport liquids or gases in bulk, including oil and gas.
Its position outside the strait is strategic because the Strait of Hormuz constitutes a physical bottleneck for ship traffic. At only 37km wide the strait allows for 
only two lanes for oil tankers entering and exiting the Gulf ports. This translates to an average of 30 vessels an hour that transit the straits.
Manaadiar, Hariesh. “What is Bunker and Bunkering”. Shipping and Freight Resource. Puthan House. Retrieved 27 June 2016.
International Energy Agency, 2014

The term ‘bunkering’ generally refers to the storage of petroleum product in tanks as well as the act of and the 
business of refueling ships and tankers. Etymologically, the word stems from the past when ships ran on steam 
produced by coal that was stored in containers called ‘bunkers’. Bunkering operations are located at seaports, 
and include a) the storage of (bunker) fuels for ships and b) the provision of the fuel to vessels. Bunkering also 
refers to the logistics of loading fuel and distributing it among the bunkers (on-board fuel tanks) on the ship.8 
Storage of bunker fuel can be both onshore as well as floating - provided through vessels (“supply boats”).

All ships require bunkering, and it constitutes a significant cost for ships. Ports that offer competitive prices for 
bunkering are attractive for vessels. According to the International Energy Agency, the global bunker market is 
distributed as follows: Europe 34%, Asia 31%, America 22%, Middle East 8% and Africa 5%.9

1: What is Bunkering?

Though not a bunkering port at the time of the conflict, the leadership was fast to recognize the competitive 
advantage that Fujairah offered. They embraced the opportunity to develop an industry around providing 
bunkering services - for tankers to refuel and store oil. Service companies, including bunkering companies 
also saw opportunity and found an enabling commercial environment in the emirate, conducive to the 
setting up of businesses, introducing supply boats, and providing services. From a situation created by 
adversity, a commercial opportunity presented itself was developed, outliving the international problems 
that caused them.
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With a long-term view, Fujairah’s government 
invested in developing the emirate as a globally 
competitive bunkering hub. Initial investments in 
the creation of the bunkering facilities immediately 
distinguished Fujairah as a regional benchmark. 
This public sector support was crucial, given the 
capital intensity of port development. In keeping 
with the national approach to invest in world-class 
infrastructure-led development, Fujairah set about 
developing a state-of-the-art bunkering facility to 
establish itself as a premier location for oil storage. 
This meant upgrading the port’s infrastructure to 
include berths for more and larger vessels to dock 

at the port, and a significant increase in storage 
capacity for fuel. 

The model for the port operations selected was a 
“common-user” port model. (See Box 2). To ensure 
that the emirate maintained an edge and operated 
as an industry, an oil industrial zone was set up in 
Fujairah. In March 2011, the Fujairah Oil Industry 
Zone (FOIZ) was established by an Emiri decree 
to strengthen the role of the private sector and 
provide support to companies, research centers and 
technological development in the field of petroleum 
industry.

The Fujairah Oil Tanker Terminals (FOTT) in the Port of Fujairah has a globally competitive edge as it operates 
what is referred to as a ‘common user model’ based on the concept of a matrix manifold. All 14 oil companies 
in the Fujairah terminal are interconnected via the matrix manifold. There are 12 tank terminal operators that 
provide sea front facilities for import and export of their cargoes through nine operational berths. This means 
that common matrix model is that vessels can easily load or discharge cargo to any terminal while alongside any 
berth, with no shifting of the vessel required. Additionally, the berth accommodates a range of oil products. This 
results in cargo transfers from one terminal to another at nominal transfer charges. This communal matrix model 
stands in contrast to many other ports in the world where vessels need to move to different berths depending 
on the service they required. This well networked communal-based facility offers oil traders significant flexibility, 
and is an important competitive feature of the Fujairah port.

2: The Common-User Port Model
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Competition between ports was minimal and 
port-related costs were relatively insignificant in 
comparison to the high cost of ocean transport and 
inland transport. As a result, ports had little incentive 
to improve their efficiency.10

Ports competitiveness was increasingly being 
determined based on complex factors including 
pricing, efficiency, services offered, and accessibility to 
markets, in addition to connectivity and integration 
in the global distribution network. Moreover, the 
ports needed to not only be efficient in themselves, 
but efficient and cost-effective in the context of the 
overall logistics chain of shipping lines, in order to 
be more attractive than alternative chains.11 Other 
factors important for shipping lines are port tariffs, 

supply waiting time service quality, prices and port 
security.12 To be competitive, Fujairah had to out-
compete other service providers.

In addition to the physical infrastructure, a robust 
commercial policy framework (soft infrastructure) 
had to be put in place to facilitate the port’s business 
operations. This included regulations, legislation, 
policies and procedures related to port dues, tariffs 
licenses to service ships and concessions to allow for 
foreign investment in shipping in the port sector.13 
The port continues to work on reforms, eliminate 
barriers, and increase the overall efficiency of its 
processes and its business-operating environment.

Fujairah’s focus on the business environment is commensurate with the national-level drive to make the UAE 
one of the world’s most business-friendly environment. This is reflected in relevant rankings and indicators of 
the World Bank’s Doing Business Report 2015-2016:14

Overall the UAE ranks 31st for Ease of Doing Business out of 189 countries. It ranks 2nd globally in Dealing With 
Construction Permits, and 4th internationally for Getting Electricity, both out of 189 countries.

4: UAE’s Business Enabling Environment
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Port Reform Tool Kit, Evolution of Ports in a Competitive World,
http://www.ppiaf.org/sites/ppiaf.org/files/documents/toolkits/Portoolkit/Toolkit/module2/index.html
Manuel Acosta, Daniel Coronado, M Del Mar Cerban, Bunkering competition and competitiveness at the ports of Gibraltar
Strait, Journal of Transport Geography, 19 (2011) 911-916
Manuel Acosta, Daniel Coronado, M Del Mar Cerban, Bunkering competition and competitiveness at the ports of Gibraltar
Strait, Journal of Transport Geography, 19 (2011) 911-916
Manuel Acosta, Daniel Coronado, M Del Mar Cerban, Bunkering competition and competitiveness at the ports of Gibraltar
Strait, Journal of Transport Geography, 19 (2011) 911-916
”World Bank Doing Business Report 2015-2016”











10

Figure 4: The Growing Storage Capacity at the Fujairah Port 30
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Petroleum products are materials derived from crude oil and are complex mixtures. The majority of petroleum is converted to petroleum products, which 
includes several classes of fuels including gasoline, jet fuel, diesel fuel, heating oil, as well as asphalt, tar, paraffin wax, lubricating and other heavy oils. Refineries 
also produce other chemicals, some of which are used in chemical processes to produce plastics and other useful materials.
Ashley Bhan, Fujairah Stands Firm, Bunkerworld (2015) 
Fujairah Oil Tanker Terminals (FOTT), Endress+Hauser
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Added to the uncertainty of the global context is 
the fact of the rising regional competition that is fast 
becoming an important reality of the Middle East 
and is transforming maritime landscape. The ports 
of Sohar and Duqm in neighboring Oman have 
significant port development projects underway.

With a long-term view, Fujairah is continuing to build 
its capacity and investing in its future growth. The 
port plans to strengthen its bunkering operations 
and to develop Fujairah as a global hub for both oil 
and oil product.28 Alongside plans to develop the 
port as an oil export point, the Fujairah bunkering 

hub is expanding its overall land-based bunker 
storage capacity, in partnership privately owned 
terminals. The additional storage facilities scheduled 
will include capacity for 12 million oil barrels and 
three single point mooring buoys for deep-water 
tank loading. (See fig 4 below). According to the 
Port Authority, between 2011-2018 it will have 
added close to 11.6 million m3 of new privately 
owned storage space. Storage additions will come 
from companies including: Vopak Horizon, Gulf 
Petrochem FZC and GPS-Chemoil and others29 (See 
Box 7).



Vopak Horizon Fujairah is currently the hub’s largest bulk liquid storage provider. Since it began operations ten 
years ago, the Vopak Horizon Fujairah terminal has seen its capacity grew from 500,000 m3 to around 1.5 million 
m3 today. Chemoil and its joint venture partners Gulf Petrol Supplies (GPS) provide another 86,000 m3 of land-
based storage. The first phase of the GPS-Chemoil terminal began operations in February 2008 with Chemoil 
projecting a capacity of at least 326,000 m3. A new entrant to the market, the United Arab Emirates- based 
Gulf Petrochem FZC is thought to have a lease of 200,000 m2 of land near Fujairah port as a site for a new oil 
storage terminal. Gulf Petrochem, founded in 1998, is headquartered in the neighboring emirate of Sharjah. It 
has a range of interests that include petroleum product trading and oil storage. It already operates a 42,000 m3 
storage facility in Sharjah port.

7: Growth in Storage Capacity

The expansion includes augmenting the capacity 
to its berths - completing a further 1,500 meters of 
oil berth, to complement the 840 meters already 
in operation, with more berths being considered. 
Additionally, a Very Large Crude Carrier (VLCC) 
berth (approximately 27 meters) has been added to 
allow the servicing of oversize vessels. Also part of 
the Master Plan for expansion is the Fujairah Refinery 
- a grassroots refinery complex is currently underway 

and anticipated for completion in 2018. The refinery 
located close to ADCOP, will be designed to process 
a mixture of UAE and regional crude oils. With a 
processing capacity of about 200,000 barrel per day 
(bpd), it will produce a range of distillates (which 
may include gasoline, fuel oil, gas and diesel oils, jet 
fuel as well as marine bunker fuels), primarily for the 
northern emirates of the UAE, for export and for 
bunker fuel to meet the high demand in Fujairah.
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