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PORT PLANNING, DESIGN 
AND CONSTRUCTION

The business model is straightforward: Authority to decide and 
administrate matters of port management, safety and security. 
Local laws and regulations dictate the constraints in which the 
Port Authority operates (see Figure 1).

Economic reality is also straightforward: ports provide a wealth 
of opportunities to generate sustainable revenues, employment 
and taxes. The economic ‘multiplier’ is attractive at approximately 
20 times revenues of the Port Authority; in fact it is sufficiently 
attractive to decide on long term investments and create ports 
where they did not exist before.

Economic value of Port Authorities is less transparent. Port 
of Rotterdam generates EUR 455 mln (2006) in revenues 
with net profits before interest and taxes of EUR 174 m; Port 
Authorities are not the biggest generators of revenue in the 
Transportation Value Chain if compared to global stevedoring 
companies or logistic service providers. This is due to limitations 
in (geographical) coverage and the traditional business model of a 
Port Authority.

Port statistics are expressed in terms of TEU and millions of 
tonnes of imports, exports and transhipment, also the number of 
ships inbound and outbound, split between dry and liquid bulk 
and so forth. Total Invested Capital and Total Debt are usually 
provided but financial information and benchmarking is more 
difficult to find. Clearly Port Authorities are not presenting their 
financials like Publicly Quoted companies.

Are Port Authorities benefiting from financial visibility, an 
enlarged business model and strive for bigger revenues? 

Composition of revenues
Revenues can be split in two distinctly different drivers:

1.  Recurring rental income based on real estate lease agreements

2.  Charges to ship owners that make use of the port infrastructure

Main economic driver for Port Authority Management is 
to attract more cargo through their port. Additional cargo will 

provide incremental charges immediately. The revenues derived 
from real estate lease agreements also benefit from additional 
volumes, subject to making economic use of the space.

Real estate lease agreements provide a major component in 
the underlying economic value of the Port Authority, if space 
is leased out on poor terms and condition, this will reduce the 
economic value. Alternatively if space is well managed relative to 
growth forecasts and on sound financial terms, this will boost the 
economic value.

Surprisingly, no additional income drivers in the P&L appear 
to be the result of a targeted business model outside the first two 
categories.

Investment projects and financing
Traditional investment projects are derived from the need to 
provide deep sea access and excellent connectivity, moving the 
business from inner cities with ‘old ports’ to coast line or even 
outside the coastline. Opportunities to convert old ports into 
residential real estate development areas provides for a source of 
funds for new developments.

Port Authorities decide on investments based on (1) the relative 
position amongst its neighbouring ports and (2) forecasted growth 
potential. The economic multiplier (estimated at 20 times gross 
revenues of the Port Authority) supports Government funding 
via loans and or investments. Environmental obstacles are bigger 
worries in Western Europe for port expansion plans.

Connectivity between the different modes is a necessity; 
Port Authorities are primarily responsible for the right balance 
between the capacity at quay side and the infrastructure to and 
from the quay side. The speed at which cargo moves to its final 
destination potentially threatens the port to be dubbed ‘congested.’ 
In economic terms, congestion stands for lower valuation and the 
need for shippers to use another port.

Regrettably the decision power of a Port Authority is limited to 
the space over which it has jurisdiction; the infrastructure outside 
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Figure 1. (1) public service and (2) landlord port authority near consumer markets.
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the port area is an essential part of the Transportation Value Chain, 
but: decisions are diffused over many stakeholders that have no 
economic interest in the port activities.

Also regrettable is the lack of a Transportation Authority for 
decisions related to the Transportation Value Chain from sea 
port to consumer, including all modes. Today the lack of such an 
authority makes the movement of cargo and supply of products to 
the consumer markets inefficient.  

Governance
By design, Port Authorities have become local monopolists 
and adhere to the governance of the city or municipality or 
Government. Regulations and license have embedded the 
governance of Port Authorities. Economic profits are streamed 
up and integrated in local budgets and reporting, meeting also the 
necessary internal guidelines. Port Authorities write sustainable 
profits in most cases; governance and public opinion is focussing 
on regulatory compliance issues such as pollution and noise, or 
more generally, the environment. The European Commission 
presented on 18th October 2007 its new communication on Ports 
Policy, recognising that the governance needs change. 

Potential options for change
Economic profit as driver for change could move the management 
of a Port Authority in the following directions:

1.  Optimise the value of real estate lease agreements

2.  Improve Transportation Value Chain outside of the port area

3.  Extend the business model with related activities

Value of the real estate lease agreements is based on the sum of 
all current and future lease agreements; adjusted for price changes, 
expected renewals and risk components. The outcome of which 
will be used in a discounted cash flow calculation method. The 
Port Authority optimises the land use and negotiates accordingly. 
The end result is being expressed by the Port Authority as: ‘total 
lease/rental income’ and total square km of the port area. The 
commercial portfolio value is not calculated, simply because 
the portfolios are not traded. Benchmarking the value of the 
portfolio can only be done against previous years of the same 
port area. Optimising the value of the lease/rental portfolio is the 
responsibility of the Port Authority.

The Transportation Value Chain, which stretches from 
manufacturer to consumer, is best served with a low cost, reliable 
and if needed flexible and scalable flow of goods. The Port 
Authority is constrained by the area over which it has decision 
making power. Some constraints can be resolved, like dredging, 
safety and security but others can not be resolved. Inland ports, 
mode allocation, road infrastructure and regulations outside the 
port area are examples where the Port Authority is not mandated 

to take decisions. The economic value of a port benefits greatly 
from infrastructure and regulation outside the port area, aligned 
to the capacity of the port itself. Port Authorities have a direct 
interest and would be a valuable contributor to the setting up of a 
Transportation Authority.

Extension of the business model is often directed towards 
stevedoring. Other extensions are in data processing and 
associations amongst ports. Surprisingly, in our research we could 
not find a Port Authority that embarked successfully on new 
business drivers, generating substantial and sustainable revenues. 
Shareholders are apparently satisfied with the dividends they get. 
Extension can also be found in partnerships and co-operation. 
The current governance model for most Port Authorities does not 
encourage diversification, afraid of unwanted and unwarranted 
financial risks and publicity. With recent IPO’s of Port Authorities 
a new trend has started; once publicly traded shareholders will 
benchmark EBITDA and be more demanding financially.

Conclusion
Port Authorities have traditional roots as monopolistic service 
providers, providing nautical infrastructure to inter alia stevedoring 
companies and logistic service providers. Port Authorities are 
licensed to provide these services by their shareholders and have 
to ascertain full regulatory compliance of the operations in the 
port area.

Performance of the Port Author ity is measured and 
benchmarked by tonnes and TEU, financial visibility and 
benchmarking is limited. Revenues are (~ 50 per cent) generated 
from rental lease agreements and (~ 30 per cent) from ship owners 
whose ships are calling on the port. The governance of Port 
Authority is aimed towards regulatory compliance.

Investment decisions are geared towards more and or better 
infrastructure, aimed at improving on the TEU and tons moved 
through the port. Payback from these long term investments is 
coming from sustained and new revenues.

Three options for improvement of cash flow have been 
identified: (1) rental agreements; (2) participate and contribute 
to a Transportation Authority and (3) extension of the business 
model.

Which Port Authority is first to leverage their economic value? 

Dirk Jan van Swaay is Focus Sector Head within 

ING Wholesale Banking and responsible for client 

relationships and business development with 

companies in the Transportation & Logistics sectors 

globally. Starting his banking career in 1980 Dirk Jan 

has worked in several countries in structured finance, 

asset management and risk management functions.

Wholesale Banking Clients manages and builds 

relationships with clients ranging from mid-sized 

companies in our Benelux home markets to large 

corporate, institutions and governments worldwide. 

We are a committed partner to our clients and strive 

constantly to help them overcome the challenges 

they face. Our consistent and uniform client coverage 

model supported by a sector-based client approach 

enables us to offer our clients the financial solutions 

they need for success. And at the same time will 

differentiate us more and more clearly from our 

closest competitors.

ING Bank

AMP HC:01:005

Postbus 1800

1000 BV Amsterdam

The Netherlands

Tel: +31205639967 (office)

Email: dirk.jan.van.swaay@ingbank.com

ABOUT THE AUTHOR ABOUT THE COMPANY ENQUIRIES 

2005, millions EUR Port of Rotterdam Port of Amsterdam

Revenues 455 100

Port dues 256 30

Real estate 187 54

Operational Result 174 29

TABLE 1: FINANCIAL INFORMATION, TWO DUTCH PORTS


