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EXECUTI VE SUMMARY

INTRODUCTION

1. The 2010 edition of the ESRDF &iading Rporbon port governance builds on

the radition of the original reportshich find their origin in th£970s. This edition is
based on a new conceptual background which takesaotmnt the evolution of the

port concept and new perspectives on the role of port authorities. It puts the port
authority much more centstage than before and enquires to what extgussible

6renai ssancebd i s e fTHe econtepial ebackgrounda idgmtdiesi n g t o
existential options in a hypothetical typology of port authorities. This typology consists
of three basic types: the O0conseThevat or o,

conceptual basis also identifies four governantmsfaghich will influence the
renaissance of port authorities: the power balance with government, the legal and
statutory framework, financial capability and management culture

2. Contrary to previous reports, this edition is the first to be based brbased

survey that was addressed directly to individual port authorities. 116 port authorities
from the 26 countries represented in ESPO responded. Together, these port authorities
reporedto manage a total of 216 different pdrn2008, hese portshandlel in total

66,2% of theoverall volume of cargo handled by the total pafmn of ports
representedn ESPO, covering th82 maritime Member Stated the EU and 4
neighbouring countries

3. The survey results are presebtati generalland diffeentiated, according to region

and size. The regional differentiation is based on aayeonance typology that
classifies port authorities fime groups:d H a nlsetarid, Norway, Finland, Sweden,
Denmark Germany, Netherlands and Belgjum)é N e w(Edtbaia, katvia, Lithuania

and Polany 0 Amgxl@dK @nd Ireland) 6 L(Fande,nRdrtugal, Spain, Malta,
Italy, Greece, Cyprus and Israelh d 0 N e (loven&at Craafia, Romania and
Bulgaria) The size differentiation is based on the totalshnolume of goods handled

by the ports represented through the port authorities participating in the survey. When
interpreting the size differentiatidnshould be notethat the regional differentiation
influences especially the small and mesizedcategory.

4. The results of the survey are grouped in three main sections: (1) objectives and
functions of the port authority, (2) institutional framework of the port authority and (3)
financial capability of the port authority.

OBJECTIVES AND FUNCTIONS OF THE PORT AUTHORITY

5. Most port authorities have formalised objectives, but these show a great diversity of
economic and neeconomic ones, Wi are often even mixedhd& pure economic
objectivesarevariedas well Maximisation of handled tonnagexmisation of added

value and maximisation of the profit of the port authority stand out as the most
important onesl he first is more commduor port authorities from the New Hanse and

New Latinregions, whereas added valoeurs more often in the Hanaed Latin
regions. Profit maximisati@imore commofor port authoritiesrom the AngleSaxon

region.
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6. The objectives of the port authority influence the functional profile. Looking at the
three traditional functions, i.e. the landlord, regulatoo@ardtor functions, it can be
concluded that,saoperators, port authorities gradualyved away from providing
cargehandling services. These have in most cases been privatised or liberalised.
Operational activities of port authorities focus mainlgeoprovision of those ancillary
services which are to the benefit of the entire port community, such as provision of
public utilities and dredgingome important regional differences however exist, with
notably AngléSaxon port authoritidgseing more indged in the provision of cargo
handling and technieahutical serviceslso smaller port authorities are more frequently
providing these types of services.

7. The landlord function can be considered as the principal function of contemporary
port authotties. It is subject to different forms of pressure, i.e. competitive pressure to
invest in infrastructure, financial pressure to make these investments possible and
competition for landise. Land is indeed a crucial element in this respect, but only about
half of the responding port authorities actually own the port land they manage. Port
authorities are generally not able to sell port land, unless with restrictions. The landlord
function therefore translates itself essentially in the ability to comiatd khird

parties, which most port authi@s$ are able to do and which foithres most important
governance tool they have at their disposal. Most port authorities use public selection
procedures to select service providers although this is ofterooahditig. only for

plots of land that are of strategic interest. Public selection procedures usually take the
form of public tenders whereby all relevant contractual details are specified in advance.
In this way port authorities are ablegtee shape tdheir objectives. Throughput
guarantees and environmental performance clauses rank as the two most frequently
occurring contract clauses. Port authorities are generally free to set durations and
determine contract clausakhough restrictions do exist i®dn some regions than
others.Generally speaking, Hanseatic and A®gkon port authorities relatively enjoy

more autonomy when it comes to land ownership and the contracting out of port land
than their colleagues in other regions. Apart from the regutanercial exploitation

and administration of port land, almost halftte respondingport authorities also
engage in urban real estate management and environmental land management. The
former is especially typical for port authorities in the Latmregi

8. The increased focus on negative externalities of port operations has reinforced the
regulator role of port authorities in the fields of environment, safety and security. The
harbour masterds office pl ayslyimlatniamdpor t ant
New Latinr e gi on s, it does not al ways form part
structure. Many port authorities do have their own safety, security and environmental
departmerg Most port authorities also issue their own regulatighsse three fields,

but there are not many that go beyond mere transposition of legal requirements. This
somehow antrasts with the findintat half of the responding port authorities do claim

to go beyond legal requirements in implementing and pileged@tions to enhance
sustainability.

9. The traditional functions of port authorities have gone through substantial change.
The operator function has made way to landlord and regulatory functions which have
gained a strong community focus and complethe actual community manager
function which is essentially protive in naturel'he latter appears to be wetited in

the functional profile of port authorities. Both the economic dimension, which focuses
on facilitation of the port community ane t%olving of various kinds of bottlenecks,
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and the societal dimension, which focuses on external stakeholders, is very much present
and many port authorities assume a leadership role in both. Latin port authorities are
most preactive in this fieldt is significant that most port authorities that participated in

the survey confirm that, regardless of their ownership or dominant level of control, they
maintain the most intense contacts with local government.

10. Few port authorities transpose their famstibeyond their own borders, whether
this concerns investment in hinterland networks, direct investment in other ports,
providing certain services in other ports, export of regulatory and other expedtise etc.
far, mainlylarger portauthoritis ssem tobe developing initises beyond their own
perimeter. Some aggen setting up specific development companies for this purpose.

11. looking at the port authority typology presented inintineduction it can be
concluded that most port authorities pgr#iting in the survegonverge towards the
6facilitatord type, with only few venturin

INSTITUTIONAL FRAMEWORK OF THE PORT AUTHORITY

12. The number of port authorities managing more than one port is significant but
cowers quite different arrangements, ranging from national port authorities that manage
all ports in a given country to regional authorities managing a cluster of smaller,
neighbouring ports and private or public holdings managing several ports in a country.
The sample includes only one example of a port authority that manages ports in
different countries. Looking at-going portreforms and reorganisatipose notices
however that intensified-operation between (neighbouring) ports is an issue in several
countries. This is either driven bottomby port authorities themselves or stimulated by
national or regional government. The latter seems more characteristic for the Hanse
region where some governments areonaal so di s
interest 0.

13.In approximately two thirds of the cases the port authority is the principal entity with
statutory responsibilities for the port(s) it administers. In the other cases, statutory
responsibilities are mostly split with the harbour rdasterof f i ce or a sim
responsible for nautical safety and security. This phenomenon is especially visible in Latin

and New Latirtountries.

14. The vast majority of port authees participating in the sunarg publicly owned.

The ownership pirn confirms the Hanseatic and Latin traditions of respectively
strong municipal and central government influence. Port authorities irS#@uario
countries are either owned by the State (Ireland), municipalities, private equity or
independent trusts (UKState ownership dominates for port authorities in the new
regions. Looking at ongoing reforms, the ownership situation of port authorities looks
fairly stable with minor changes to be expected in some countries. In tHgaRmglo
region, full privatis@n of port authorities is still at stake however. Privatisation or
liberalisation of operational services is mairfjoimy (orhasjust beencompleted) in

ports in the Latin, New Latin and New Hanse regions.

15. Most port authorities participating the survey have their own legal personality

whi ch generally takes what IS call ed a
Corporatised port authorities have share capital that is owned in part or in full by
government. Regional comparison highligas dbrporatised port authorities occur
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least frequent ithe Latin and Hanse reg®rCorporatisation has been a trend for a few
years however and it looks as if more port authorities may take this form in the near
future. The European Union could havéndirect influence in this process.

16. An important distinction needs to be made between being corporatised in form and
actually following principles of corporate governance that are customary in private
undertakings. The analysis of the organisasimneture of port authorities shows that
political influence varies between tlgeores, but isubstantiaéverywhere, except in the
AngloSaxon regiorfmainly UK) Political influence is especially visible through the
appointment of top management exgestand the comptien of supervisoripodies.
Although the ra of the supervistwody seems mostly to correspond with the usual role

of a boardof directors a more irdepth comparison with general principles of
corporate governance would be useful.dliestion remains whether, given the strong
degree of public ownership of European port authoidisical influence can or
should be absent at alfomplete absence of political control may even be
counterproducte

17. The analysis dftaff composition of port authorities shows that, on average, port
authority stdf are in first place administrative employees, followed by nautical and
engineering staff. Operational staff, such as crane and other equipment drivers and
dockworkers form only a limited category, which confirms that many port authorities in
the sample aressentially landlord ports. This picture however differs regionally. Anglo
Saxon port authorities are more involved in operational services, but also a significant
share of Latin port authorities employ operational staff. The analysis further
demonstrate that in some port authorities administrative staff dominates, whereas in
others nautical staff or engineering staff form the main category. Algwuagh
beyond the scope of this report, it would be interesting to link this to the management
culture ofport authorities.

FINANCIAL CAPABILITY OF THE PORT AUTHORITY

18 The financial capability of a port authority is one of the key governance factors that
determine the extent to which the port authority can achieve its objectives and optimally
perform itsfunctions.

19 The results of the survey show that, in most cases, the port authority bears a very
important, if not the most important, financial responsibility for the capital investment,
administration, operation and maintenance of the capitatregsetsistitute a port. To

confirm this picture in full the monetary value of the different types of capital assets
would need to be assessed. Taking into account regional -aekhtsalifferences,

most port authorities bear financial responsibilitynfritime access (at least partly),
terminalrelated infrastructure and transport infrastructure within the port area. The
private sector mainly assumes financial responsibility for superstructure, which is again
an indicator that most European ports eoge towards the landlord model.
Government bearsh most cases the princidalancial responsibility for transport
infrastructure ouide the port areaoR authorities from Angl8axon and, to a lesser
extent, New Latin regions bear relatively marandial responsibility than their
colleagues in other regions.

20 The average operating cost profile of port authorities shows that personnel costs
rank highest, followed by purchase of services and goods and depreciation of
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investments. The cost profie port authorities from the new regions is different, with a
stronger proportion of services and other goods and, in the case of New Hanse, a
higher percentage of depreciation. ASglkon port authorities have a considerably
higher percentage of persehcosts and significantly lowercentage of depreciation

21 General port dues form the most important source of operating income for port
authorities, next to income from land lease and income from séryoesent at all,

public fundingorms aly a very limited part of the operating income. The revenue from
land lease is relatively lowest in the ABgi@mn and New Latin region. The income
charges that port authorities apply often have a public nature, either in the form of taxes
or retributiors, andheseare mostly based on public tariffs. This is especially the case for
general port dues.

22 The autonomy of port authorities with regard to port charges, especially where it
concerns setting the level of charges, differs according to asgidasespecially low

for port authorities from the Latin region. Port authorities from the -8aglmn region

have relatively the highest autonomy with regard to port charges. The same picture
emerges for the overall financial autonomy of port authofitresdl port authorities
oftenseem to have relatively more financial autonomy than large ones.

23 Finally, as indicators of corporate behaviour, it can be concluded that most port
authorities apply generally used accounting principles and makeattogt ficcounts
public. The taxation picture is more different. Whilst most of the responding port
authorities are subject to VAT, only about half of them are subject to income tax or local
taxes. Port authorities from the An8kxon region are most freqgtly subject to
income tax, whereas port authorities from the Hanse region are least.

24. To draw full conclusions, the financial profile of individual port authorities would
require a much more-depth analysis. The response rate to the survey wasvetto

on the financial questionshich ispartly due to confidentiality reasons. Nevertheless,

the overall picture points at a fundamental weakness. Whilst most port authorities
apparently have to bear heavy financial responsibilities regarding ninvestine
personnel, many do not seem to be full master over their ifdoss. especially the

case for Latin port authorities and, to a lesser extent, port authorities in the new regions,
which are marked by a rigid pubtiature of port chargeend lackof financial
autonomy.

CONCLUDING OBSERVATIONS

25. The survey findings indicate that most
ambitions, but that diversity in governance frameworks indeed either limits or enables
those.

26. These differenceseamainly determined regionally. The survey confirms that the
traditional Hanse, Latin and An§axon frameworks still explain most of the
governance diversity in Europe. Port aut ho
somewhere in between theimé#&aditions, although a strong central government

influence would make many of them more affiliated with the Latin tradition. Taking into
account that, proportionally, most port authorities in Europe belong to either the Hanse

or Latin tradition, the ddrence between both translates itself in a-socithn duality

which not only involves simple ownership differences, but covers many other governance
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elements, especially functional and financial autonomy, which is typically more limited in
the south. Wihst this may prevent Latin port authorities more from achieving their
objectives and investment responsibilities, it somehow paradoxically does not always
appears to be a constraint for functionalgatoveness. Although current reforms do

not immediatelpoint at substantial changes in the Haaia constellation, there may

be developments in the longer term which could make the opposition between the two
traditions more vague.

27. The size of the port authority may to some extent explain goveivensdy ds
well, especially where it comes to corporate governance, the operational profile as well as
functional preactiveness.

28. Finally, one should take into account that European Union law and policy potentially
have an implicit or explicit harmiging influence on port governance. European

competition law in any case implies that port authorities engaged in economic activities
have to be considered as undertakings, regardless what their legal form or ownership is.
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FOREWORD

This ORepoouir pfi mtnho Etnhe Current Governance
fifth in its kindEi nBdeitntgerRekpnoorwnd ,a si tt hwea sd Ffai
by the Community Port Working Group, the predecessor of the Europe@ortSea
Organisation. ESP@as established in 1993 atmbk overthe publication of the

reports since then.

The port landscape has dréicadly changed in theore than thirty yeatbat elapsed
since the first report was issu€his has also very much influenced the role of port
auhorities.In recent yearsewperspectives have emerged on this $aeteeral scholars
have shown a renewed interest in traditional landkgdlatory and operational
functions, advocating 6 r e n a i pers authariges, whereby the latter should
undertake a variety of facilitating and even entrepretask&btudies claim thabp
authoritiesttat undertake a mere conservatba would be threatened with extinction.

| have used theseademic insights make a newonceptual basis for tik&@ctFinding
Report.Thereport is therefordifferent in structure and content than previous eslition
although somelements of the original repdnts/e been kepthe report was prepared
through an elaborate survey which was for the first time addfesstty to individual
port authorities.

First and foremost,wish to thank all th&16port authoties that had the patience to
fill out the lengthysurvey as well aghe national port organisationibat actively
encouragdtheir members to partieife.] am most grateful tihe chairman of ESPO,
Victor Schoenmakers, and tfairman and embers of the ESPO Port Governance
Committeefor providing feedback on the conceptual background and testing out the
survey Sincere thanks also go to Prof. Drdyefan de Voordend his team at the
Department of Transport and Regional Economit¢keatUnivesity of Antwerp for
their ®und academic advice and supgdowant to mention especially Dr. Thomas
Vanoutrive with whom | amcurrentlypreparinga quantitavte analysis of the survey
resultsFinally, | wishto thank thestaff at the ESPO secretarfat their assistance in
preparing the survey and emgyithe administrative follewp of the project.

The nextfull edition of theFactFinding Reports planed for 2015.ESPO however
intends to publish some key governandeatais on a more regular basis from now on.
Also, the actual survey reswoltsthis editioncontaina wealth of information that is
callingfor morein-depthanalysis. This may therefarehe near future ledd further
publication®n speific governance aspects that cauly beaddressed in broad terms
in this overall report.

Brussels26April 2011
Patrick Verhoeven
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1.CONCEPTUAL BACKGROUND

1.1. EVOLUTION OF THE PORT CONCEPT AND
THE ROLE OF PORT AUHORITIES

1.1.1.EVOLUTION OF THE PORTCONCEPT

As gateways, seaports have always been sensitive to clsangeETanomic trendsnl

the early modern age and well beyBatbpean ports and pecities were often trend

setters, both in conercial and societal tern@obalisation gradually moved these

ports to the receiving end of change. From cestaige positions they evolved into,
admittedly still significant, elements in wdiiven logistics chain systems.
Containerisation intensifietthe competitive climate dramatically with larger ports
struggling to keep their magart statusand smaller ports looking for specific niches
Captive hinterlands diminished and port competitiveness became largely dependent on
factors external to the pas such. These are in turfluenced by important shifts in

the bargaining power of market players which underwent processes of horizontal and
vertical integration. On the other hand, jpostlern society does no longer grant
automatic support to portkdopment, nor does it value the vital contribution of ports

to trade and welfare. P@&xpansion needs are influenisgecological concerns, urban
development pressure and individualist NIMBY (Not In My Back Yard) attitudes. These
marketrelated and satal trends are interwoven and in many cases either reinforced or
controlled through public policy, which in Europe often finds its origins at the supra
national level of the European Union. These trends have created a highly uncertain and
complex environent for ports and fundamentally changed the port concept.

1.1.2.EVOLUTION OF THE ROLE OF PORT AUTHORITIES

In its proposals for a Directive on market access to port services, the European
Commi ssion defined a port aut homjundgton as o6t h
with other activities, has as its objective under national law or regulation the
administration and management of the port infrastructures, andotiotinaton and

contr ol of the activities of (Canmissiondof f f er ent
the European Communities 200pst definitions of port authorities underline the

landlord and regulatory function, although other functionsaexisill be elaborated in

this report. The term O6port, fam dfhport i t y 6 i1
management, but it is used in this report as the generic term for the body with statutory
responsibilities that -sida dangire segaallesp afritté 6s wa

ownership or legal for(@e Monie 2004)

The evercchanging enviromentin which pors operatehas put strong pressura ¢he
traditional role oport authoritiesThese pressures are essentially threefold andteelated
three types of stakeholddrse first line of pessureomes frommarket players, such as
carriersterminal oprators and logistics operatoraridt actors see the portharity

at best as an aid @achiee their own objectives, which are essentiallyjraditted, but
often also as a bureaucratic nuisaviagket actors are more and more orgamsedl
global scale and struggle to gain control overopented logistics networks. In
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contrast, prt authorities very t@n seem to remain local spcta with limited
influence on markelriven processelext is pessurerbm government. @&ernment

often hasdevolved the responsibility for port managemaeport authorities, granting

them varying degrees of managerial autonomy whilst retaining control through sole or
majority shareholder positions. At the same time, government values less ibe strateg
significance of seaports for the economy of a country or a region, which for instance
goes hand in hand with reduced government spending irGoedsaments magven

view port authorities as generators of income for the state or city Buddjgthere is
pressure fromogidal interest groups, such as N&© , | ocal communities
citizenswhich see the port authority as the focal point for complaints about negative
externalities generated by the port, even if these are not direictliheitesponsibility

of the port authority. Aradditional problem is that ports have become unknown
territories for most citizens.

1.2. HYPOTHETICAL TYPOLOGY OF PORT
AUTHORITIES

In 1990, Richard Gospiestioned, al be it rhetorically, the need to haveéc(pebtor)

port authoritiegGoss 1990)Since then scholars have demonsteatedewed interest

in the role of port authorities, recommendinge i r Or e n areppssteanmg e d t hr
and the development of new strate@ies.discussion as to hoarpauthorities have to

keep up with the pace of chaonffenfocuse®onthe essential question whether the role

of port management should be restricted to correctly enforcing regulation or whether
port management should more actipelticipate as a markeaysr.In 2000, Trevor

Heaver Hilde Meersman, Francesca Moglia and Eddy Van de \demtiged three
possible optionfor port authoritiesto become fullfledged partners in the logistics
chain, to have a role restricted to supporting activitiey, (kafdtise and concession
policy) or to diappear from the scene entirely (Heaver et al. 2000).

The existential options can be developed further thgnfgpur basic functions that port

authorities have. Theseclude three traditional functions, i.e.o¢ke of landlat,

regul ator and oper at o rfunctiannhkichwashoaly réecerdsynmuni t y
identified as suchrhis function is intrinsically linked to the changing nature of port
communities and stakeholdersroligh tle community managéunction the port

and societal stakeholddrse four basic functions are usually performed at the level of
the port itself, whi c h ¢ opond authdrity.tHewevert he act
the different functions can also be performed at regional atglaral level.

Combining the functional profile and the geographical dimension in a matrix allows to
elaborate the three existential optionshiypathetical fyologyof port authoritiesThis
typologyconsi st s of t hree basi c types: t he
6ent r e (Vermevenu20Ihe basic features of each hypothetical type are
illustrated iMmablel.

(@)
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TYPE Yonservatof PFacilitatorQ Entrepreneu
FUNCTION

Landlord Passive real estate Activereale8 | 1S WoN! OGADBS NBIt Sad
WYl yI 3SNQRY - continuity, maintenance - continuity, maintenance and
- continuity and and improvement improvement
maintenance - development broker and - direct investor
- development mainly co-investor - includes urban and
left to others - includes urban and environmental real estate
(government / private environmental real estate development
sector) brokerage - financial evenue from real

- financial revenue from - financial revenue from real estate on commercial basis
NE | £ Saudul G¢ estate on commercial basis - financial revenue from non

basis core activities
Mediator in commercial B2B Direct commercial B2B
relations between service negotiations with port customers

providers and port customers ¢ active pursuit of market niches

Strategic partnerships with  Direct investments in inland
inland ports, dry ports and ports, dry ports and other
other seaports seaports
Regulator Passive application and  Active application and Idem facilitator
enforcement of rules and enforcement of rules and
regulations mainly set by regulations through co
other agencies operation with local, regional

and national regulatory

agencies + setting of own

rules and regulations

Provide assistance to port Idem facilitator + selling expertist
community to comply with and tools outside the port
rules and regulations

Financiakevenue from Financiakevenue from Financial revenue from regulator
NB 3dzf I 12NJ NI NB3IdzA | 2 NJ baBiE  role on commercial basis
basis with differential charging
options for sustainality
Operator Mechanistic application  Dynamic use of concession Dynamic use of concession polic
of concessin policy policy, in combination with in combination with real estate
(licenseissuingwindow) real estate broker role development role

W[ S RSNJ Ay aRA Shareholder in private port
regards performance of service providers

private port services

providers

Provide services of general  Provide services of general

economic interest and economic interest as well as
specialised commercial commercial services.
services.
Provide services in other ports
Community Not actively developed = E®nomic dimension: Idem facilitator type but
Manager - solve hinterland economic dimension with more
bottlenecks direct commercial involvement
- provide training and
education

- provide T services
- promotionand marketing
- lobbying

GEOGRAPHICAL| Local Local + Rgional Local + Regional + Global
DIMENSION

Tabld.: Hypothetical typology of port aighoociegerhoeven)2010
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A 6conservatord port authority concentrate

sticks to a passive and mecharnisiplementation of the three traditional port authority
functions at local level. Because of thisplofile attitude conservator port authorities
may run the highest risk of being marginalised and even becoming extinct in the future.

A 0 f a cport autharity gnofifles itself as a mediator and matchmaker between
economic and societal interests, hence thdaveloped community manager function.
Facilitator port authorities also look beyond the port perimeter and try to engage in
strategic regi@h partnerships. It is the type of port authority which so far seems to find
most support in literature for the fine balance it represents.

The Oreennteruerpd por t tharmamdeaturésyof the daciliaton veits a
more outspoken commerci#itade as investor, service provider and consultant on all
three geographical levels. Because of this ambitious iprefieso théypewhich runs

the highest risk of running into problems caused by conflicts between the various
functional levels.

1.3. INFLUENTIAL GOVERNAN CE FACTORS

The previousextion has demonstrated tpatt authorities may theoretically takea
multitude of facilitating and entrepreneurial responsibilitiesingedeyond the port
perimeter The main question is now whetties also occurs reality. This question
forms the basis f  t hfiadingdsuaveytof which the results are brought together in
this report Before addressing the survey in the next chaptegribeptual framework
developed so fas completed in thignal section with the exploration @ihumber of
governanceelated factorthat maynfluence the extent to which a port authority will be

a mere conservator or will be able to take on facilitating and entrepreneurial
responsibilities.

It should be reognised that governance factors play an important role in the
performance of ports but these are certainly not the only, and perhaps not even the most
important, elements. Be that as it may, there is no doubt that governance factors
determine to a largatent the performance of the port authority itself. Four essential
factors can be identified; two formal and two informal ones. The two formal factors
consist of the legal and statutory framework on the one hand and the financial capability
on the other. fie informal factors relate to thddpee of power with governmeantd

the management culture that reigns within the port authority. It should be noted that
these four factors are strongly interrelated. The power balance with government will
influence thdegal and statutory framework and the financial capability of the port
authority and determine the room its management has to pursue and stimulate a pro
active culture.

1.3.1.BALANCE OF POWER WI'H GOVERNMENT

Whereas port authorities may have valid baifpmeasns totake on facilitating and
entrepreneurial taskis is often not the objective desired by the entities that usually
own and control them, i.e. government agencies, at whichever level these exercise their
influence. Although public ownership of partthorities does not have to be a
constraint for efficient behaviour, it may generally be an inhibiting factor to pursue
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entrepreneurial strategies given the potential conflict with the regulatory function. The
level of the public ownership (i.e. natimeasus municipal) could furthermore have an
influenceon the interaction with local stakehold@&ise interelation with government

would also influence the extent to which hinteiaiedited strategies beyond the port
perimeter can be devedop On theother hand,timust be recognised that political
influence in policly owned port authorities may be difficult to av@amnplete absence

of political control may even be counterproductive, leading to monopolistic behaviour,
preferential treatment of pargers, white elephants, wasteful overcapacity etc.

1.3.2.LEGAL AND STATUTORY FRAMEWORK

The legal and statutory framework is an important enabling factor which largely results

from the power balance with government. It will address important questionshaich as t
commercial, managerial and financial autonomy of ports, which enables port authorities

to be more than conservatofdie legal framework will further determine the capacity

of the port authority to set local rules with regard to environment, safegcuaurity

and to provide or control technicalutical services, provide or control the harbour
mastersd office and to run a police force
determine whether the port authority owns the land or at least hastyhi abidnage

and exploit it. It also determines the degree in which port authorities can engage in
partnerships with other seaports, inland ports or dry ports.

For ports in Europe, the suprational level of the European Union needs to be taken

into accant. This level has the potential of having a more independent, al be it indirect,
influence on the legislative framework governing port authorities. EU law and EU policy
regarding ports have for instance implicitly favoured laitylberdjovernance syse

Whereas initiatives such as the original :
advocated a rat her strict 2007 aarts Ipaicy d rol e,
communication explicitly supports (financially) autonomous port authorities which take
responsibility for the strategic development of their ports, stimulate dialogue between all
possible stakeholders and-actively intervene in market processes to safeguard the

general interest of the pg@ommission of the European Communities, 20079

very much corresponds with the facilitator type identified .dsddidrto this policy

context, due account should beetakf the fact that recent case decisioply that, if

port authoritiesare engaged imconomic activities, thegssentiallyquaify as
undetakingsyegardless what their legal form or ownershipwsuld makethem fully

subject to principles of EU competition law.

1.3.3.FINANCIAL CAPABILITY

If port authorities are to take on a facilitating and, even more so, an entrepreneurial role,
for instance as real estate developers, active regulators and investors in regional networks,
then financial power comes as a key element. The best possible hinterland connections
do indeed require more than simple facilitation; they require huge ingeptrten
authorities cannot always provide because they lack the necessary financial means.
Closely linked to the statutory framework and, in particular, the degree of autonomy
involved, this factor may in practice make the principal difference between a me
conservator position and the realisation of higher ambitions.

Also here the level of the EU plays an important role, for instance with regard to
application of State aid rules as well as principles of transparency -and non
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discrimination. The latter ynfor instance have an important impact on policies of port
authorities regarding port dues.

1.3.4.MANAGEMENT CULTURE

A final factor is the management celttirat reigns at the corporate l@fethe port
authority itselfand which would enable the intelligerse of port governance tools
within a given structural framewadkkhough this is certainly a factor worth exploring in
further detajlit falls beyond the scope of this report.

1.4. SUMMARYCHAPTER 1

In recent yeanrenewed interest the role of portathoritieshas emerged. Thisle has

come under severacamultiple pressufeom stakeholdergollowing importansocie
economic changes in the port landscape. Scholars have deweldped
recommendations fa@ 06 r e n a ipatsaathoGtiesievisitng traditional landlord,
regulator and operator functions and devising a community manager function and a
dimension beyond the local port perimeter. eXdigtential options for port authorities

can bebrought together in laypothetical typologwherelp port authorities act either
conservators, facilitators or entrepreneurs. A numlggvernanceelated factorsan

be identifiedthat would determine where port authorities position themselves in this
typology The power balance with government stantle® a principal factor which
influences the legal and statutory framework, the financial capability and the room for a
pro-active management culture at the corporate level of the port authority. Special
mention has to be made of the sumtonal levedf the European Union which has

the potential of setting a more independent legal and frahegwork for port
authorities.

EUROPEAN PORT GOVERNANCE 2010 20



22THE 2010-F&6 NAC REGRPORT

2.1. HISTORY OFTHE FACT-FINDING REPORTS

In 1974, the European Commission set up a Port Workingp Goasisting ofport

aut hority represent at Three geard lates, the Fort Waokng 6 s ma
Group produced sec a | | efdi ndadfi ancgtbthe rinstifutionat and administrative
structure of Europeds p o rble sdiversify hire ther e por t
organisation, management, operations, finance and legal obligationsrothgotiten

eight maritime Menber States of the European Commurityevised and updated

edition of the faefinding report followed in 1986, after teelagement of the

European Communityith the maritime nations Greece, Spain and Portugal. The
European Sea Ports Organisation, which succeeded the Port Working Group, published

two further editions, respectively in 1997 and. 20@51997 edition was stilsbd on

the original format, whexe the 2005 edition was a nyoktical report that focused on

the main themes of the European Commi ssio
under discussion.

The factfinding reportshave always been influential. Dedinition of a port that

followed from the first edition was used for several decades and was even included in the
Commi ssionb6s Directive proposals on market
not only used actively policymakers, scholars aoconsultantsthey also proved to be

effective lobbying instruments for the sector. gdwernance complexity and diversity

that emanated from the repowas one of the principal elements thighheld the

European Commission for several decades fronopliexeh specific European policy

for ports.

2.2. ABOUT THE 2010 EDITON

The 2010 edition builds on the tradition of the original reports but is based on the
conceptual backgroundsdebed in the previous chapter. It takés account the

evolution of theport concept and new perspectives on the role of port authorities. It

puts the port authority ush nore centrestagehan beforeandenquires to what extent

its 6renaissanced6, that is advocated by scl

Contrary to preous repos this edition ishe first to beébased on webbasedsurvey

that wasaddressed directly tadividual port authorities, rather than national port
organisationsas was the case with previous editibf&ional organisations were
however instrmental in encouraging their members to respond to the survey. The
elaboratesurveycounted 108 questions Apart from a general section profiling the
port(s) controlled by the port authority, it consisted of threese@ians thadlsoform

the main chaprs of this report

1. Objectives and functions of the port authority
2. Institutional framework of the port authority
3. Financial capability of the port authority
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2.3. RESPONSE RATHO THE 2010 SURVEY

The suvey was made availabletot authorities in the2 matime Member States of
the European Unionand port authorities in foumeighbouring countries that are
represented IBESPO:Iceland, NorwayCroatia and Isradlhe survey was onlifrem 1
April to 15 July 201016 port authorities from the 26 countregsresented in ESPO
responded.dgether,liese 116 port authoritieport tomanage totalof 216different
ports. The total freight volume handled by these ports in 200&8untedto
2.770.803.000 tonnes (Eurostat data completed with national statiktelarfd and
Israel).Figure 1 illustrates the representativeness of the sample, exjnessiad
volume ofcargo handled by tiperts.

Belgium

Bulgaria el | | | | | |
Croatia ----
YOS —
penmark el |
Estonia e | |
Fintand e L
France g |
Germany el | | | | |
Greece -=-
celand ]
retand el |
rael el | | | |
oty el | |
Latvia el 1 |
Lithuania meee | | | |
Matta el | | | | |
Netherlands el | | | |
povel T N I
Poland
Portugal e | | | | | |
Romania gl 1 | | | | | |
Slovenia e
spain el 1 1
sweden gl ||

United Kingdom sl
Total el L |

(0] 10 20 30 40 50 60 70 80 90 100

M % of total volume of cargo handled

Figurd: Representativeness of the survey sangbid pepslatibe, in debdtal volume
of cargo handlbdsed on 2008 Eurostaamthtaational statistics for éreldadhel
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The figure shows that the sample of ports handles in total 66,2% of the total volume of
cargo handled by the total Bpean population of ports in 2008. Expressed in volume,

the representativeness is very high to complel®(@?& in Belgium, Bulgaria, Cyprus,
Estonia, Germany, Israel, Latvia, Lithuania, Malta, the Netherlands, Poland, Portugal,
Romania and Sloveniaidtmedium to high (514%) in France, Iceland, Ireland, Italy,

Spain and the United Kingdom. It is low to mediur#$2b) in Denmark, Finland and
Sweden. The representativeness of Greece and Norway is very low (less than 25%). It
should be noted that in watries where the representativeness is low to medium, the
ports that replied are mostly illustrative for the governance diversity that exists in these
countries.

2.4. PRESENTATIONOF RESULTS

Throughat the report, results apeesented for the overall saenpf responding port
authorities. In principle this concerns all 116 port authorities, but it must be noted that
not every port authority responded to every question. Generally speaking, the number of
responseger questiorvaried between 100 atige full 116 On a limited number of
financial questions, the responsewatelower, e.g. due to confidentiadisonsApart

from the gaeral picture, the results aso be presented in a differentiated way,
according to region and to size. The method osdabth differentiations is explained
below.

2.4.1. REGIONAL DIFFERENTIATION

There are various ways of making regiotetadifiations of European portfie most
commonly used are based lom tharitime coastlines of the contir{8attic, North Sea,
Atlantic, Mediterranean, Black Sea)ranges of neighbouring, competing ports (e.g.
HamburgLe Havre range).

As this reporfocuses on port governance, a geograggjmalbgyis usedthat was

developed bythe late Ferdinand Suykens, former dirgeoeral of thePort of

Antwerp, professor of port economics and founding chairman of. EeRdentified

in Europe three major port governance tra
mostly municipabovernance, which is dominant in ports around the Balticcatid N

Sea, t he 0L atte godernanceawhicht reigneFrarcd ands doumtries

around the Medi terranSaxnondnd,r afdimaloiny,oft h
governance, which is characteristic for ports in the UK and I{Saykens 1988,

uykens and Van de Voorde 1998)

Suy k e ns ddoes ngp @mke antp yaccount the fall of the iron curtain which has

brought a number of new ports around the Baltic Sea, the Mediterranean and the Black

Sea in the competitive arena. These have bdenplanned economy regimis

almostfifty years and underwent differentqasses of liberalisation after the political
changeovefThese ports can be brought together in two additional rqgpatissin the

socal NeewtHang®@ countries madouhd ©&©NewBhatiodaco!l
East Mediterranean and the Black Sea.

In this way, the port authorities participating in the survey can be classified in five
regionafroups:
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1. Hanse port authorities from Iceland, Norway, Denmark, Sweden, Finland,
Germany, Netherlands and Belgium

2. New Hanseport authorities fror&stonia, Latvia, Lithuania and Poland

3. Anglo-Saxonport authorities from the United Kingdom and Ireland

4. Latin: port authorities from France, Portugal, Spain, Malta, Italy, Greece, Cyprus
and krael

5. New Latin: port authorities from Slovenia, Croatia, Bulgaria and Romania

Figure?2 distributes the respondipgrt authorities per regiaingroup It shows that
most port authorities are eithierbe foundin the Hanse or ltim region. Third comes
the AngleSaxon regionTh e t w oregiénseacl dontain a fairly small number of
port authorities

H Hanse

B New Hanse
M Anglo-Saxon
M Latin

B New Latin

Figur@: Differentiationtio® numberresponding port authorities according to region

2.4.2.9ZE DIFFERENTIATION

Addressing the size of a port is always a bit of a problematic question. Is size
determined by the surface of the poraaitee volume of goods handkbe, number of
passengers that pass through the port, the financial tuthevstaff emplyedor a
combination of these and other factors?

For the purpose of this reppéa simplified approach is usgtich focuses on the total
cargo volume handled by the ports under control of the port authority. In thigrivay, p
authorities arelassifiedn three groups:

1. Smallport authority the annual volume of goods handled in all the ports
managed by the port authorgtyess than or equals 10 million tonnes

2. Mediumport authority the annual volume of goods handled in all the ports
managed by theop authorityis higher than 10 million tonnes, up to and
including50 million tonnes
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3. Largeport authority the annual volume of goods handled in all the ports

managed by the port authority is more than 50 million tonnes.

To determine the cargo volun2308 Eurostat data were used, completed with national

statistics for Iceland and Israel.

Figure3 shows that halbf the port authoritiegarticipatingin the sample can be
qgualified as small and that the nembf large port akoritiesis fairly limitedThis
distribution broadly corresponds with the general picture for total population of

European seaports.

B Small (0-10 milliont)
B Medium (+10 - 50 million t)

w Large (+ 50 million t)

2.4.3.COMPARISON OFREGIONAL AND SIZE

DIFFERENTIATION

Figur@: Differentiation of the number of responding port authorities according to size

Table2 shows thamore than half of themall port authoritiegem from thedansatic
region (53,4%), whereas exactly half of the category of memidrport authorities is
from Lath origin. Theseegional characteristiterefore influence the picture for small
and mediunsized port authoritielsarge port authorities are almost equally divided over
Hanse and Latin regiodis should be taken into account when drawing conclusions
related teize as a distinguishing factor.

All Hanse New Hanse AngloSaxon Latin New Latin
Small 58 31 1 12 11 3
Medium 48 9 7 4 24 4
Large 10 5 0 1 4 0
All 116 45 8 17 39 7

Table: Comparison of regional and sitiattbffenamber of responding port authorities
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2.5. FEEDBACK FROM EUROPEAMN PORT
AUTHORITIES

The results of the fatihding survey were presentaéad discussedt an internal
seminar for ESPO members whighs held in Brussels on 10 November 2010. In
additon, port authorities that filled out the survey were given the opportunity to send in
written comments on the draft version of this repdembers of the ESPO Port
Governance Committee furthermore provided updated information -goinon
governance reforsnn their ports and countries. The report was finalised in April 2011
and officiallypresented at the annual ESRDference held in Limassol, Cyprus on 6
May 2011.

2.6. SUMMARYCHAPTER 2

The 2010 editionfothe ESPO faetinding reporton port governanceulids on the

tradition of the original reports but is based on a new conceptual background which

takes into account the evolution of the port concept and new perspectives on the role of

port authorities. It puts the port authority much more cetage tAn before and
enquires to what extent iIits O6renaissance®o

Contrary to previous reports, this edition is the first to be based ofbhaseelsurvey

that was addressed directly to individual port authorities. 116 portiesitihonit the 26
countries represented in ESPO responded. Together, these 116 port authorities report to
manage a total of 216 different ports. The total freight volume handled by these ports in
2008 amounts to 2.770.803.000 tonnas.répresents6,2% ofthe volume of cargo
handled by the total population of European ports in 2008.

Throughout the report, resuéieepresented for the overall sample of responding port
authorities. Apart from the general picture, the reatdtsal® presented in a
differentiated way, according to region and to size. The retiifamahtiation is based

on a geagovernance typology and the size differentiation is based on the total annual
volume of goods handled by the ports represented through the port authorities
partigpating in the survey. When interpreting the size differentiation, it should be taken
into account that the regional differentiation influences especially the small and medium
sized category.
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3.0BJECTIVES AND FUNCT IONS

This chapter analyses the objestrel functional profile of European port authorities.

The diversity in port governance is to a large extent determined by the different
objectives that port authorities pursue. These can range from profit maximisation to
generation of soceconomic vakl There is furthermore a close relation between these
objectives and the way in which the port authority assumes its different functions.
Traditionally, a distinction is made between the landlord, regulator and operator function,
each of which has gonedhgh important process of change. In addition, another
functional roldhasemergedh recent timesvhich ishat of the community manager.

3.1. OBJECTIVES AND MISSDN

81,1%0of the responding poduthorities stated that they heorenal general objectsse

i.e. general objectives that are formally laid down in a legislative act, corporate or
organisational Haws and/or any other official documehhe description of these
objectives shows a considerable diversity of economic aedonomic objectives

which are often even mixe&hen asked specifically about the economic objectives of
the port authorityalmost all responden@3,2%) stated they hasgch objectives, but

the diversityof them remains highHgure 4). Maximisabn of added valuand
maximisation of handled tonnage stand out as the most quoted objectives, followed by
maximisation of the profit of the port authority. Maximisation of the profits of the
companies active in the pbardly occurs as an objective

m Maximisation of handled tonnage

B Maximisation of added value

m Maximisation of the profits of the
companies active in the port

B Maximisation of the profit of the
port authority

 Other

Figurd: Economic objectives of port authorities
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The very signi f icangststfororeothird efr & contbmdtiengoo r y
specification of the pi#ated economic objectivesvoT thirds constitutegenuinely

other objectigs which are however not always economic in nature. Examples include
maximisation of general interest, imprem of the competitie position of the port,
maximisation ofthe profit of shareholders, returning dividend to the city
administration, provan of efficient port services, sustainable development of port
activities, maintenance and development of business activities, maintenance and
development of the port ardeeing a good actor for the city and the customer, supply
ship/shore interface atehlowest cosgeneratanore income than costs, profitability

(but not for profi) maximisation, financial sustainability, cost recoyimization of
economic, social, societal and environmental fallouts of the port Adiinatygh they

t i ¢ k edt htehred , acsaries aparts lgcated in oneountry statedhat they
actuallydo not have economic objectives but just ensure the overall efficiency-and well
functioningof the port.

Generally speaking, it sedimst most port authorities pursue etare of economic
and semeconomic object®s. However, only a limited numlperrsues genuinely
corporate objectives $uas the maximisation of prafit maximisation of shareholder
value.

It is difficult to draw cleaconclusiongrom the differenti@@d r esul t s since t
category remains very significant in most céabe 8). The regional differentiation

shows that maximisation of handled tonnage is relatieedyoutspokenfor port

authorities in the new regiomdiereas maximisation added value is more prominent

for Hanseatic and Latin port authorities. The A8glmn region is the only one where
maximisation of the profit of the port authority stands out as theegmiomic

objective. Finallyt should be oted thathalf oft he 6ot her &6 category i
consists of thport authoritiesnentioned abowhat state that they actually do mie

economic objectives

All Hanse New Anglo Latin New [ Small Medium Large
Hanse Saxon Latin

Max. tonnage 18.3%| 11.6% 62.5% 13.3% 13.9% 42.9%| 11.5% 25.5% 20.0%
Max. added value| 23.9%| 30.2% 12.5% 13.3% 25.0% 14.3%| 25.0% 23.4% 20.0%
Max. profit comp.| 4.6% | 7.0% 125% 0.0% 2.8% 0.0% [ 3.8% 6.4% 0.0%
Max. profit PA 14.7%| 9.3% 12.5% 46.7% 11.1% 0.0% | 19.2% 10.6% 10.0%
Other 38.5%| 41.9% 0.0% 26.7% 47.2% 42.9%| 40.4% 34.0% 50.0%
Total 100% | 100% 100% 100% 100% 100% | 100%  100%  100%

Table: Economic objectives of port @uiftereetiated results

To conclude this sectiothe survey realedthat 67,6% of the responding port
authorities have a mission staterttettismeant for external communioat purposes.

This percentage does not differ much according to the size and region of the port
authority,with exception of port authoriti@s the new regions which demonstrate a
higher availability of mission statements.
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3.2. LANDLORD FUNCTION

Irrespective of whether the port authority actually owns the port land or manages the
land on behalf of national or local government, the landlordofumcinsists of a
number of common elements, i.e. the management, maintenance and development of
the port estate, the provision of infrastructure and facilities as well as the conception and
implementation of policies and development strategies linkedetgtbitation of the

estate The landlord function can be considered as the principal function of
contemporary port authorities. It is a function whicluhdsrgone substantial changes

and is subject tdifferent forms of pressure, i@mmpetitive pregse to invest in
infrastructurefinancial pressure to makese investments and competition for-lased

This section is divided in thgbsections. The firgheaddressethe ownership of the

land and the ability of the port authority to sell ptraot landbut to third parties. The
secondsubsection analgsthecontracting of lanth more detail and a final subsection
looks into more -&ypical landlord aspects, including real estate and environmental land
management and the development of patiips or investments in other ports.

3.2.1.LAND OWNERSHIP AND ABILITY TO SELL AND
CONTRACT LAND

Figure5 shows thaalmost 50% of the responding port authorities do not own the port
land they manag€&hese port authorities then usualigninisterand exploithe port
estateon behalf of national or local governmémssome casesishs arranged through

a form of longterm agreement (concession leasewith governmentin others the
power of administration and exploitation is grantéalbiyr those cases where the port
authority is an administrative department of government obviously no particular
arrangement existSome port authorities specify that port land is public domain and
therefore inalienable. Restricted lanwdership usuglimeans the port authority is co
ownerwith other entities, eithgovernmenor private owners (e.g. industry).

100

90

&0

70

60

50 W Unrestricted

%

40 M Restricted

m Not/ Not applicable
10 pp

20

10 A

O .
Land ownership Ability to sell land Ability to contract land
to third parties

Figur&: Land ownership and ability to sell and contract land to third parties
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Selling port land without restioms is only possible in 20% of the cases whereas most
port authorities have no restrictions to contract land out to third parties, such as terminal
operators, in order to permit these parties to provide port services.

The differentiated results giveiadication of the varying degrees of autonomy that
port authoritiehave(Table4). AngloSaxon, Hanseatic and New Latin port authorities
own port land more frequently thpart authoritiesn the two other regions. Almost

half of the AngleSaxon port authorities are able to sell port land and this is the case for

one third of the Hanseatic port authorities. Adthegability to sell under restrictions,
thisamounts tanore than 85% for the Ang&axon port authorities and ne&f%o for
the Hanseatic group. The abitdaysellis much lespresenin other regions and non
existing for New Latin port authorities. The ability to cdntea out is high
everywhere, Ut most restricted for New Hanseatic port authoridew Hansatic,
Anglo-Saxon and New Latin port authorities are not able to contract out land at all.

All Hanse New Anglo Latin New Small Medium Large
Hanse Saxon Latin

Full ownership 38.7% | 48.8% 25.0% 53.3% 23 42.9% | 43.3% 31.3% 50.0%
Ownership regicted | 11.7% | 14.0% 0.0% 20.0% 10.5% 0.0% 11.3% 12.5% 10.0%
No ownership 49.5% | 37.2% 75.0% 26.% 6586 57.1% | 45.3% 56.3%  40.0%
Able to sell 19.8% | 27.9% 125% 46. 7 5.3% 0.0% 26.% 125 20.0%
Able to sell restricted 24.3% | 27.9% 0.0% 40.00 23.7%% 0.0% 226806 25.00 30.0%
Not able to sell 55.9% | 44.2% 87.82%6 13.3%% 71.1% 100.060 | 50.00%0 62.5%  50.0%
Able to contract 73.0% | 69.8% 62.% 86”6 73 7146 | 792 66.”  70.0%
Able to contratrest. | 22.5% | 23.3% 37.9% 6.7 26.3% 143% | 151% 29.2  30.0%
Not able to contract | 4.5% 7.0% 0.0 6.7% 0.0% 14.3% 5.7% 4.2% 0.0%

Tablel: Land ownership and ability to sell and contract landdalififenc pigated results

3.2.2.CONTRACTING OUT OF FORT LAND

This section goes moredapthinto the contracting oport land to third parties, i.e.
terminal operatordt revisitsa number of questions that were addressedrioader
surveyon the awarding of seaport terminiaégg ESPQcommissionedh 2008rom the
Institute of Transport and Méaime Management Anénp (ESPO and ITMMA 2008

3.2.2.1Type of contractual arrangements

For almost 60%f the responding port authorities port land is generallyeaviard
third parties through either a unilateral or multila¢erastly bilateralfontractual

arrangement governey fublic lawfFigure6).

The public law nature of contractual arrangements is strongest in Latin and, somewhat
surprisingly, Angi8axon countrieggble5). Port authorities were also asked whether
there vas specific legislation that governed contractual arrangements with third parties.
New Latin and Latin countries rank highest in having such legislation.
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W Multilateral under private law

m Other

Figuré: Typesf contractual arrangémengsd port land to thitik

All [ Hanse New Angle Latin New | Small Medium Large
Hanse Saxon Latin

Unilateral public 27.5%| 17.9% 0.0% 50.0% 37.8% 16.7% | 32.7% 22.7% 22.2%
Multilateral public | 29.4%| 28.2% 37.5% 8.3% 37.8% 16.7% |26.5% 36.4% 11.1%
Unilateral private | 10.8%| 15.%0 125% 25.0% 0.0% 16.7% | 16.3% 4.5% 11.1%
Multilateral private | 14.7%)| 28.2% 37.5% 0.0% 2.7% 0.0% | 10.2% 159% 33.2%
Other 17.6%| 10.3% 12.5% 16.7% 21.6% 50.0% | 14.3% 20.5% 22.2%

Specific legislation| 53.8%| 20.0% 50.0% 38.5% 89.2% 100.0%| 36.7% 69.6% 66.7%
Nospec. legislatior| 46.2%| 80.0% 50.0% 61.5% 10.8% 0.0% | 63.3% 30.4% 33.3%

Tablé: Types of contractual arrangements to award port land to third parties and existence of
legislatid@differentiated results

3.2.2.2Selection procede and criteria

Nearlythree quarters of the responding port authoafedy always or conditionally,
public selection procedures to contract out port(Figdre?7). Nearly one third sdyey
always do, whereas 21% appliet s procedure only for plots of land that are of
strategic interest.9% states other conditions. These incthdeuse of public pre
announcements to see whether more than one candidate would be imtexegtezh
plot of land the applicability of Eopean public procurement legislation, the use of
thresholdrelated to the surface of thigeof theplot of landthe use of ahreshold
related tdhe durationof the contractual arrangement, the condition thatst involve

a transfer opublic seviceobligations, the condition that it must congew terminal
sites the public selection procedureas applied to extensions of existing oaadg

link with the investment need&&bme prt authorities said they were going through a
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transitionaprocess and that it was therefore difficult to dptails One port authority
said it could freely choodee procedure it wantdust over a quarter of respondents
states it never uses a public selection procedure.

H Always
H Only for plots of land that are
of strategic interest

H Subject to other conditions

B Never

Figur&: Use of public selection procedure to contract land out

Theuse of public selection procedures differs considerably among the Tabgieés (

New Latin port authoritiedveays use them, whereasaority of Latin port authdies

applies them in all cases as well. More than half of the Hanseatic port authorities never
apply them and close half of the Anglk&Saxon port authoritieso n 6t Inghet her .
Anglo-Saxon region this islated to the fact that the numlbérports whee the port
authority provides cargo handling services itsslhsslerablizigher(seesectior3.4.).

For the Hanseatic region, thigh percentagmayto some extertterelated to the fact

that there are more small pantherities.The size of the poduthorityindeedplays a
role.Mediumsize and large paatithoritis use more often public sél@t procedures

than small onedt seems logical that in the case of largeaptibrities this is more
conditional to stragic interests and other conditions, givenhtgke number and
diversity of plots of land thitey manage

All Hanse New Anglo Latin New | Small Medium Large
Hanse Saxon Latin
Always 3286 | 25% 25.00 23.1% 57.% 100.06 | 26.000 41.3% 22.2%

Strategic iterest | 21.0% | 27.82% 12.8% 23.1% 1848 0.0% |18.06 21.% 33.3%
Other conditions| 19.0% | 17.82% 50.000 7.2 21.1% 0.0% | 12.06 23.% 33.3%
Never 27.66 | 5236 12.5% 46.2% 2.6% 0.0% |44.00 13.0060 11.0%
Total 100% | 100% 100% 100% 100%  100% | 100% 100%  100%

Tablé: Use of public selection procedure to codtchitetantiatet results
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Those port authorities that always or sometimes use a public selection piseedure

public tende(64%),competitive biddin¢21,3%)r other types of poeduregl14,7%.)

A public tendemvolves a call for proposals whereby all relevant contractual details are
specified in advancerhereas with competitive bidding an open call is held whereby
contract details are negotiated in a later. Jlagse port ahiorities that never apply a

public lection procedure use a variety of methods includingsthtmine, first serve

principle andlirect negotiations on the basis of expressions of interest, either by the

port authority or a potential operator. Someorespl e nt s r ef er and O6nor me
commer ci albutgonotspediywhat thése. are

3.2.2.3Durations and clauses

Setting the duration of contractual arrangementmportant from a governance
perspective, asatlowsport authoritieso strikea bahnce between a reasonable payback
period for the investments made by terminal operators, on the one hand, and a maximum
entry to potential newcomers, on the o®5% of the responding port authorities are
freeto set theedurationghemselveélable?). This percentage decreaseth the size

of the portauthorityand shows considerable variety according to the régigrort
authorities in Angl&axon countries report to have the freedehereasnost port
authorities in Haseatic and New Latin countries wdaddree to set durations a well
Latin cantries the situation is fiffity and in New Hanseatic countries few port
authorities have the freeddRestrictions consist ahaximum durationhat areset by
legislabn oraresubject to approval by government.

All Hanse New Anglec Latin New [ Small Medium Large

Hanse Saxon Latin
Freelyset durations| 63.5%| 71.1% 25.0% 100.0% 50.0% 66.7%| 68.0% 62.2% 44.4%
Restricted 36.5%| 28.9% 75.0% 0.0% 50.0% 33.3%| 32.0% 37.8% 55.6%
Total 100% | 100% 100% 100% 100% 100% | 100% 100% 100%

Tabl&: Freedom to set durations of contractual adiédfegentaied results

The survey further revealed that most maximum durations seem to vary a8&und 30
yeas, with very exceptional extremes of 10 and 70 years.

Port authorities were asked to indicate which clauses were generally applied in major
contractual arrangements between 2002@0RIThese clauses reveal to some extent

the actual objectives of poutloritiesFigure8 demonstrates that the tope of most
frequently occurringclauses consists of throughput guarantees, followed by
environmental performance clauses, extension clauses, renewal clauses and clauses that
allow wnilateral ending of the contractual arrangenidnsspicturdargelyconfirmsthe

outcome of the aboveaentionedTMMA surveyManyport authoritiesn Europe are
indeedtrying to optimie the use of scarce land via the inclusion of throughput
specificabns in the contract. They are also increasingly using the terminal awarding
process in view of a broader environmental compliance of port activities and a
sustainable development of thet fBEPO and ITMMA 2().
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Figur®&: Claises generally applied in major contractual arrangements

3.2.3.LANDLORD BEYOND THE TRADITIONAL LANDLORD

3.2.3.1Urban real estate and environmental land management

49,5% of all respondents confirmdétht they are engaged in urban real estate
management projects suclwaserfront development. 45,5% stated they are engaged in
environmental land management such as management of nature conservation sites.

The differentiated pictu€able8) shows thathe vast majority dfatin port authorities

are engaged in urban real testaanagement whichrédated to the fact that many ports

in this region are ciports. More than halbf the port authorities in the Latiagion

howeveralso engage in environmental land managevhah makes them secormd t

New Latinport authorities which are all engaged imatttigity SurprisinglyHanseatic

port authorities, whi ch t r,aackirdlatively kedstl y hav
engagedn environmental land managemdite same applies to urban reshtes
managemenEnvironmental land management also seems to be related to the size of

the port authority.

All Hanse New Anglo Latin New | Small Medium Large
Hanse Saxon Latin

% in urban real estate | 49.5%| 25.6% 62.5% 40.0% 83.3% 28.6% | 43.4% 58.7% 40.0%
% in environmental land 45.5%| 32.6% 50.0% 40.0% 51.4% 100.0%| 32.1% 57.4% 60.0%

Tablé&: Engagement of port authorities in urban real estate and environmental land managen
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3.2.3.2Strategic partmghips and direct investments wither ports

Port authorities were asked to indicate whether they de\&lapegic partnerships or

made direct investments in other ports, be it other seaports, inland ports or dry ports.
Such prtnerships or investments can eaistnational or internianal level. The
distinction between strategic partnerships and direct investments is that the former
include formalised auperations, e.g. in terms of developing joint hinterland
connections, joint promotion efforts, joint IT projects. Such partnegghipsyond

mere PR actions such as memoranda of understanding, symbphbct tagmeements

etc. Direct investments involve direct financial participations in development projects in
other sea, inland or dry ports and/or direct financial participatioothen port
authorities and/or relevant port companies outside the own port.

The results show thab-operation mostly tak place with other seaports tvad this is
mainlyconfined to strategic partnerships at national and internationafFigwel9j.
There is relatively more direct investment in dry ports, mostly at nation&lolevel.
operation withnland ports igenerallynuch les$requentbut thisis no doubt also due
to the fact thainlandports do not exist everywhere.

100%

90%

80%

B Strategic partnerships National

70%
60% B Strategic partnerships
International

0,
50% H Direct investments National
40%

B Direct investments International
30%
20% m Notapplicable
10%
0% T T

Seaports Inland ports Dry ports

Figur®: Strategic partnerships and direct investments dvéh monisr ports

Further analysis shows that the question of partnershigseantchvestmentin other
ports is related to the size of the puthoritiesAll large portauthoritis cooperate
with other seaports, mostly throwgtategic partnershipthough about 13% also has
direct investments in other seaports, but then omiieetational levéFigurel(). Most

of them alsoengage with dry ports and, d@olesser extent, inland ports. Direct
investmentsn both categoriesnly occurat national leveTlhis picture may however
change in the future as several large port authoritiesctaedy expanding their
international sqe and have set gpecific daughter companies for this purpose
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3.3. REGULATORFUNCTION

The regulator function is somehow contained inghem & por t aut horitydé
combines a mixture of duties and responsibilities which can generally be referred to as
controlling, surveillance and policing. These essentially relate to ensuring safety and
security of ship and cargo operations withipdneas well as enforcing applicable laws

and regulations in these and other field$ sas environmental protectidport

authorities maglevelop their own regulations in these fields and employ their own police
force to exert control. The increasedetal focus on negative externalities of port
operations has reinforced the regulator function of port authorities, in particular where it
concerns environmental pollution surveillance, dangerous cargo control and security, a
dimension which gained consalde importance since 9/11. From the three traditional

port authority functions, the regulator function seems the one which is least under
pressure since it is less likely to be assumed by the private sector. However, it should be
noted that in many cadée regulatory role is not only performed by the port authority,

but often in cenperation with government agencies.

This analysis of the regulatanction first addresses some organisational questions
regarding regulatory departments present in thieaptority structure. A second
subsection then looks at thgukatory activities themselves andaaldoessefsinctional
issues that go beyoti traditional regulatorole, both in terms of content and scope.

3.3.1.ORGANISATIONAL ASPEQS

The harbour mastéulfils a number of particular roles within a port which are generally
related to the ship movements, ship operations planning, nautical safety, dangerous cargo
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notifications, security eRort authorities were asked whethér e

harbour

master

forms full part of their organisational structufer 57.3% of the responding port
authoritieghis is indeethe case
direct control of a national or local ministry (transport, but sometimesfalsze} a

maritime administration or the coast guard. There is usually some form of coordination
with the port authority and the harbour master is often also represented within the
governing structure of the poutlority(e.g. as member of the superyismard)

n the

ot her

cases,

the harl

Apart from specifying the position of the harbour master, port authorities were also

aske

d to

identi fy

whet her

di

stinct

from t

safety, security and environmental departments and employ thmticeviorce {able

9). In the northern region@\ngloSaxon, Hansand, to a lessextent New Hanse),
harbour masters amost oftenfull part of the port authoritf'he southern regions
(New Latin and Latin) show the oppositiation. The fact thdtarbour masters
generallyform separate entitiethere may also explaiwhy relatively more port
authoritiesin these regiondiave their own safety, security and environmental
departmentslhe table also illustrates that port axities are not so much outsourcing
regulatory activities, only for security thedightlymore significant. This could beedu

to the provisions of European port security legislation which provides the possibility to
outsource certain tasks tecsdledd Recogni sed

Security

Organi sce

All Hanse New Anglo Latin New Small Medium  Large
Hanse  Saxon Latin

Harbour Master| 57.3% | 81.4% 62.5% 100.0% 23.7% 0.0% 71.7% 39.6%  66.7%
Safety dep 52.7% | 32.6% 625% 53.3% 70.3% 71.4% | 39.6% 70.8%  33.3%
Outsouced 3.6% 4.7% 0.0% 0.0% 27% 14.3% 3.8% 4.2% 0.0%
Security dep 60.6% | 33.3% 625% 60.0% 86.5% 85.7% | 50.0% 74.5%  50.0%
Outsourced 7.3% | 11.9% 12.5% 0.0% 2.7% 14.3% 7.7% 8.5% 0.0%
Environmdept. | 68.8% | 52.4%  75.0% 66.7% 86.8% 66.7% | 51.9% 80.9%  100.0%
Ousourced 2.8% 4.8% 0.0% 0.0% 2.3% 0.0% 3.8% 2.1% 0.0%
Police force 14.8% | 2.4% 0.0% 23.1% 31.6% 0.0% 9.6% 15.2%  40.0%

3.3.2.REGULATORY ACTIVITIES

Tabl®: Organisational aspects of the regulatodiffenecti@ied results

Port authorities were asked whether they issae own regulations in the field of safety,
security and environmeand, if so, whether thegebeyond the mere trgusition of

legal requirementBigurell). The conclusion is thatost port authorities issue their

own regulations, espaty in the field of security asdfety The percentage of port
authorities that go beyond transposition of legal requiremogreserstays fairly low.

This picturethen somehow contrasts with thecf that 49,1% of the responding port
authorities answered positively to the general question whether they go beyond legal
requirements in implementing and developing actions to enhance sustainability.
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Figurd 1 Port authoesiissuing own regulations

The regionally differentiatpttture is quite diverg¢€ablelQ). Relatively less Latin port
authorities issue own safety regulations whemgasSaxon port authorities seem to be
champions in goingelgond legal requirememsthis field For security, it are Anglo

Saxon port authorities that have relatively less own regulations and New Latin port
authorities that go relatively more beyond legal requireAgenggards environment,

New Hanse and Hamgort authorities relatively issue least own regulations but the
highest percentage of port authorities going beyond legal requinertiestéeldcan

be found in the Hanseatic and Latin regions.

All Hanse New Anglo Latin New Srrall Medium Large
Hanse Saxon Latin

Safety transp. 52. ™ 52.%% 75.006 33.3% 5260 71.4% | 50.0%0 56.3% 50.0%
Safety beyond 30.9% 33.3% 123 53.3% 26.3% 14.3% | 34.6% 29.2% 20.0%
Noown regul. 16.4% 14.3% 125% 13.3% 21.1% 14.3% | 15.4% 14.6% 30.0%

Security transp. | 67.0% 62.8% 75.0% 7330 70.3% 50.00 | 67.3% 68.1% 60.0%
Security beyond| 19.3% 23.3% 12.5% 0.0% 21.606 33.3%0 | 15.%% 23.%% 20.0%
Noown regul. 13.8% 14.0% 125% 26.7% 8.1% 16.7% | 17.3% 8.5% 20.0%

Environ.transp. 46.8% 395% 50.00 60.0% 442 71.4% | 47.2% 52.1% 20.0%
Envion.beyond | 22.5% 25.6% 0.0% 13.32% 28.9% 1430 | 22.6% 20.8% 30.0%

Noown regul. 30.6% 349% 50.0% 26.7% 26.3% 14.3% | 30.2% 27.1% 50.0%
Sustainbeyond | 49.1% 42.9% 0.0% 533 6848 28.60 | 43.4% 51.1% 70.0%
No 50.9% 57.1% 100.0% 46.7% 31.6% 71.4% | 56.6%  48.9% 30.0%

Tabld.Q Port authorities issuing own reyditiéoergtiated results
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Also noteworthy are the high percentages of port authorities from the new regions that
claim never to go beyond legal requirements in implemertidg\weloping actions to
enhance sustainability. Large port authorities seem to be generally less involved in the
setting of own regulations but mostly go beyond legal requirements in implementing and
developing actions to enhance sustainability.

Finally, port authorities were asked whether they export their regulatory experience
outside their own port, e.g. through training programmes and application tools. The
general picturghows that less than a third of the responding port authorities does so
(Figurel? but if theydo, it is very rarely done on a profiented basis.

M Export on a profit-oriented basis
B Export on a cost recovery basis
W Export on a non-cost recovery

basis

| No export of regulatory expertise

Figurd2 Export of regulatory expertise

Typical forms of sharing expertise with other ports existopecation at nation&dvel
(involving government and/or sector organisations) and through-ogeration
programmes with ports in developing countries (e.g. former colbhegjcture in
different regions is rather diverse. Port authorities in Latin countries generally export
regulatory knoaow more frequently than their colleagues in other countries. More port
authorities in Angi&axon and New Latin countries do this on a foéibted basis. It

also appeathat exporting regulatory kndwww increases with the size af port.

3.4. OPERATOR FUNCTION

The operator function traditionally covers the provision of port sewitdscan be

broadly grouped as follavike physical transfer of goods and passehgtveen sea

and land, including transport servitashnicahautcal services (pilotage, towage and

mooring) and a range of other, ancillary, services. The biggest change here is no doubt

that privatisation processes have in many ports brought cargo handling services in the
hands of private operators with the portauthi t y acting only as ser\
|l ast resortdé or offering specialised servi
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economic interest nature of technitalticakervices explains why these afen still

be provided by publicrgities, in casu port authorities themselves. Ancillary sareices
mostly provided for the benefit of the wider port communih as waste handling,
provisionof shore power for vessels etc.

Summarised, it can be said that the basic option foreahretapfunction of the port
authority in all service categories is whether or not to provide the servitkeitsaih

guestion addressed in thertpof thesurveythereforeaims to identify th&ind of
operational service@s which port authoritiesedirectly or indirectly involved today.

first section deals with the direct provision of services, subsequent sections address the
indirect involvement in service provision and the provision of services outside the own
port area(s).

3.4.1.DIRECT PROVISION OFSERVICES

Pilotage outside the port area
Pilotageinside the port area
Towage outside the port area
Towage inside the port area
Mooring

Dredging outside the port area
Dredginginside the port area
Provision of water

Provision of electricity (general) B Port authority

. ) - B Government
Provision of shore-side electricity

u Private Operator

Provision of waste reception facilities
B Other

Cargo handling on board ship u Not applicable
Cargo handling ship-shore

Cargo handling shore-inland transport
Warehousing services

Passenger services

Road haulage

Rail operation

Inland barging

0% 20%  40%  60%  80% 100%

Figurd&3 Direct provision of operational services in ports
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Figurel3 indicates which parties are providing which kind of operational services in
ports. From top to bottom one identifies: techtnautical services, ancillary services,
cargo and passenger handling services and transport services. The left (dark blue)
segment of each row in the diagram indicates the extent to which port authorities
provide these servicés.shows that port albrities mainly provide ancillary services

that benefit the wider port communitgnging from dredging (inside the port area) to

the provision of waste reception facilities. Cargo and passenger handling, transportation
and, to a lesser extent, techmaatical services are mainly provided by private
operators, whereas government plays a relatively important role in the provision of
pilotage, dredging (outside the port area) and, to a lesser extent, rail operations.

Figuré&4 Port authorities directly propetatgpnal services idrggitsial comparison

EUROPEAN PORT GOVERNANCE 2010 41









































































































































































































