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1. Introduction

Many governments devolved the responsibility for port develop-
ment to a port authority. Port authorities are government owned in
virtually all countries except the UK, Australia and New Zealand. There
is a clear transition towards a more autonomous and commercially
operating port authority (see Brooks, 2004; Verhoeven, 2010; Debrie,
Lavaud-Letilleul, & Parola, 2013, De Langen & Heij, 2014; Van der Lugt,
Langen, & Hagdorn, 2015). Port authorities in the Netherlands,
Germany, France, Portugal, Oman, South Africa, New Zealand, Canada
and Saudi Arabia operate as formally autonomous state-owned corpo-
rate entities. However, much of the literature on port governance
takes the embeddedness of the port authority in the public sector as a
given. For instance, Verhoeven (2010) describes a transition of the ac-
tivities of port authorities, but does not address potential implications
for their institutional position. Likewise, Stevens (2007) analyses the
institutional position of seaports, but with limited attention for the
mismatch between their commercial activities and embeddedness in
government administration. Debrie et al. (2013) describe port authori-
ties as a government actor that shapes ‘public private partnerships’.
Likewise, Parola, Tei, and Ferrari (2012) describe the role of port author-
ities in concession granting process from the same perspective in which
the port authority is taken as a representation of government.

We argue that port development is intrinsically commercial and it is
thus appropriate to regard a port authority as a port development com-
pany. This notion challenges the current set of concepts and thought
ugt).
patterns regarding port authorities and thus can be thought of as a dif-
ferent ‘paradigm’. We acknowledge that the fact that port authorities
engage in commercial activities has been widely observed (for instance
in Suykens, 1985), our paper is novel in its argument that this implies
that port development is appropriately done by a corporate entity and
that this in turn implies that all public interests have to be secured ex-
plicitly, instead of assumed to be taken care of by that same corporate
port development entity. The new paradigm is discussed in the next
section, together with a critique of the term ‘port authority’. Next, we
describe the cases of the Dutch seaports as an illustration of the transi-
tion away from ‘authority’ and towards a model with state owned
port development companies (PDCs). The empirical analysis covers
the changing institutional position of the port development companies,
the legal status of the PDCs, thefinancial performance of theDutch PDCs
and the commercial activities of the PDCs. Finally, we address the
changing approach to small scale port development in the Netherlands.

2. A paradigm shift in port governance

As outlined above, the conventional approach treats port authorities
as government entities. In this approach, increasing private sector in-
volvement is accommodated through port reform towards a ‘landlord
model’ (Brooks, 2004). In the conventional government-centred para-
digm ports are quasi public goods, like other basic infrastructure that
is provided for by the government (Goss, 1990). In addition, the provi-
sion of port infrastructure is important to regional economic develop-
ment. Thus, in the same way that the government provides road
infrastructure, the provision of port infrastructure is in this paradigm a
responsibility of national and/or regional government.

http://crossmark.crossref.org/dialog/?doi=10.1016/j.rtbm.2016.12.007&domain=pdf
http://dx.doi.org/10.1016/j.rtbm.2016.12.007
mailto:vanderlugt@ese.eur.nl
http://dx.doi.org/10.1016/j.rtbm.2016.12.007
http://www.sciencedirect.com/science/journal/


2 As a related ‘semantic’ issue, the term ‘landlord’ has a public sector connotation; i.e.
provide basic port infrastructure and leave operations to private companies. In line with
the arguments above, we argue that the landlord model is not a way to split government
sector and private sector activities, but a potential business model for a port development
company. The PDC has good commercial reasons for attracting third party service pro-
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The paradigm shift lies in the fact that we argue that port develop-
ment is intrinsically a commercial activity. So while there may be a
case for government involvement in ports, the commercial nature of
port development requires a governance structure focused on effective
commercial operations i.e. a company.

Two arguments sustain the commercial nature of port development.
First, ports compete fiercely for attracting ships, cargo volumes and in-
vestments in their complex. Many ports have contestable hinterlands,
meaning that they compete with other ports for attracting vessels and
cargo. And they compete with other industrial and logistical sites for
attracting investments in their ports, for instance in manufacturing
and warehousing and other logistics services. The port managing body
(that we refer to as port development company and that is convention-
ally termed ‘port authority’) provides assets (land) and services
(nautical access) to specific port users and charges fees that are based
on the commercial value of this offer.1

Second, ports can be seen as economic clusters (de Langen &
Haezendonck, 2012) or business ecosystems (Van der Lugt, Dooms, &
Parola, 2013). Port development is more than ‘just’ granting land lease
agreements to tenants. In land lease choices, creating synergies between
companies is crucial for the attractiveness of the port. In addition,
port development includes developing connections in the port cluster,
be it through open access pipelines, port community systems, utility
infrastructures as well as initiatives for the collaborative utilization
of these infrastructures. In that sense, port development is similar to
the development of a shopping mall, a chemical complex, and an
airport complex – all commercial activities carried out by companies
(that may be privately or government owned). Port development, like
the development of airport complexes, chemical complexes and shop-
ping malls is intrinsically commercial. For this reason, the conventional
paradigm of a public sector embedded port authority is problematic.
This does not imply a ‘laissez faire’ approach; governments continue
to influence port development through regulation, and potentially also
through the shareholder policy regarding government owned port de-
velopment companies. The core implication is a regulatory approach
where public interests are secured, either through regulation or through
a shareholder policy, so that the port development company is fully au-
tonomous in achieving its mission.

Notwithstanding the increasingly commercial attitude of port
authorities, the majority continues to use the term ‘port authority’.
However, it is relevant to note that port authorities in their marketing
increasingly leave out the term ‘authority’ and simply refer to them-
selves as, for instance ‘Port of Barcelona’. We argue that the term port
authority is confusing and that ‘port development company’ better de-
scribes the core role of these organisations.

The term authority is often used for an agency or body created by a
government to perform a specific function, such as environment
management, tax collection or monetary policies. Likewise, local gov-
ernments are also often termed ‘local authorities’. However, none of
these authorities provide commercial services in competitive environ-
ments. Some of themmay charge users for services, (think of inspection
authorities) but they all operate based on power that is delegated for-
mally and they do not ‘negotiate’ prices or other agreements. Further-
more, they often operate based on a legal framework in which failure
to adhere to the authority is penalised, for instance through fines or
the loss of a permit.

In contrast most so-called ‘port authorities’ operate in a competitive
environment. Many port authorities have limited or no authority, and
when they do this is often unwarranted. In some countries (such as
Spain and Oman), the port authority establishes maximum tariffs for
port services provided by third parties. In our view, this only makes
sense to prevent abuse of market power, in which case a competition
1 A review of the literature on port competition is beyond the scope of this paper, for a
review of the whole field of port studies, including port competition: see Pallis, Vitsounis,
and De Langen (2010).
agency is much better placed to regulate and monitor pricing than the
port authority, especially given the fact that the port authority generally
has commercial relations with these third parties. For instance, the
value of a concession depends to a large extent on the prices that may
be charged; so there may be a conflict between increasing revenue
through higher prices for concessions and the general interest of secur-
ing competitive prices. Therefore, if it is in the public interest tomonitor
and approve pricing of port services, this activity is best carried out by a
competition authority or by a specific ports regulator (such as in Greece
or South Africa).

The port authority is often mandated to act as competent harbor
master. However, this mandated activity is not a convincing reason for
the term ‘port authority’: in the UK, the authority of the harbor master
is mandated to individual employees of private companies. Another
activity of port authorities with a reference to authority is the control
of access to quays. This in itself is not a basis for claiming ‘authority’
any more than the owner of a publicly accessible shopping mall. Some
‘port authorities’ have police staff on their payroll (e.g. Spanish port
authorities) or engage in ship inspections (e.g. Dutch port authorities).
In our view it is questionable whether this combination of policing/
inspection activities and the port development activities in one
entity does really create synergies. Furthermore, this combination
may be problematic in the sense that commercial objectives and law-
enforcement objectives may not always be aligned. In these cases, the
public interest of law-enforcement may not be effectively secured.

In conclusion, we argue that the conventional perspective of a public
sector port authority that promotes general interests and leaves port op-
erations to third parties does not do justice to the (perhaps increasingly)
commercial nature of port development. We do not argue that this im-
plies port development shouldbe left to private enterprise, but that if gov-
ernments want to retain control over port development, the appropriate
model is a state owned port development company, not a public sector
embedded port authority. In the latter conventional perspective, port
authorities often do regulate tariffs, employ a port police force, carry out
inspection services and employ public sector mechanisms to grant con-
cessions/land lease contracts.2 These practices prevent a focus on the
core challenge in port development: creating value for port users.

In this context, it is relevant to note that in the Dutch language the
term ‘port company’ has always been used. For instance ‘Havenbedrijf
Rotterdam’was established in 1932, the term literallymeans ‘Port Com-
pany Rotterdam’, (see Brolsma, 2009). In English, the company uses the
term ‘port authority’ (see https://www.portofrotterdam.com/en) but,
like other port authorities, increasingly omits the term authority and
presents itself as ‘Port of Rotterdam’ (this is for instance the text on
the logo).3 Omitting the term authority may be a signal that these port
authorities do not position themselves as such. Leaving semantics
aside, we argue that there is a (slow) transition in port governance,
away from the public sector embedded ‘authority’ model, and towards
the commercial and self-sustaining ‘corporation’ model (Verhoeven,
2010 and later Van der Lugt et al., 2015, discuss this transition in
terms of the role of the PDC). The benefits of this transition and implica-
tions for policy makers are further discussed in Section 3.

In the Netherlands, the transition of port governance towards the
‘PDC-model’ has taken shape in the past decade, even though next
steps to complete this transition remain. This transition as well as the
remaining issues is discussed in the next sections.
viders to provide services in the port, but may also provide some services in-house.
3 Simply omitting authority is unsatisfactory because this suggests an operational in-

volvement, whereas many landlord port companies do not operate terminals in the port.
For this reason in this example, the termPort Development Company in our view is amore
precise term.

https://www.portofrotterdam.com/en
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3. The transition of port authorities in the Netherlands; the emer-
gence of government owned port development companies

3.1. Institutional reform of PDCs in the Netherlands

The institutional reform of the port authorities in the Netherlands
has followed a common path towards corporatization. The largest port
in the Netherlands, Port of Rotterdam Authority, was corporatized in
2004. PoR has two shareholders, the municipality of Rotterdam, which
is the majority shareholder with about two thirds of the shares, and
the Dutch state, with about one third of the shares. This structure was
selected related to the development of Maasvlakte II, the large port ex-
pansion,whereby the state provided financial resources in exchange for
shares and associated dividends.

Zeeland Seaportswas transformed to a government owned company
the first of January 2011. The company has four shareholders: the
Province of Zeeland, and the Municipalities of Borsele, Terneuzen and
Vlissingen. These four shareholders participate in a holding organization
that is the sole shareholder of Zeeland Seaports. This governance
structure was selected for a financial reason. As its solvency was rather
weak, Zeeland Seaports could not attract capital under similar condi-
tions as the government shareholders. Therefore, these government
shareholders continue to provide loans to the corporate entity. The
aim is to transform to a fully independent corporate entity with four
government stakeholders, as soon as the solvency allows Zeeland
Seaports to borrow without guarantees by the shareholders.

Port of Amsterdam became a corporate entity on the first of April
2013. All shares are held by the municipality of Amsterdam. After the
corporatization discussions were initiated to assess the value and
feasibility of a minority share of the national government, without an
outcome yet.

Groningen Seaports became a government owned corporate entity as
of 14 June 2013. The sole shareholder is a holding, inwhich the province
of Groningen and the municipalities of Delfzijl and Eemsmond
participate.

3.2. Governance structure

In all four port development companies the division of responsibili-
ties is in line with the (private) corporate governance laws, with some
specific provisions in the articles of association. This is in contrast to
the old governance structure that was subject to public law (developed
for public administrations, for instance on transparency of decisions,
public availability of documents and open purchasing procedures).
The corporate governance is organised as follows:

- There is an Executive Board, a Board of Commissioners and there are
shareholders.

- The Executive Board is responsible for the daily management of the
PDC. The members are appointed by the shareholders, based on a
proposal by the supervisory board. One notable difference between
the port authorities is that in the case of Groningen Seaports, the
shareholders directly appoint the director, instead of formally
appointing a director based on a proposal of the supervisory board.

- For the PDCs of Rotterdam, Amsterdam and Zeeland Seaports, the
Board of Commissioners consists of independent members, in the
sense that they do not represent a specific shareholder or are board
member because of their job position with one of the shareholders.
This is different for Groningen Seaports where three of the five
board members represent the province and the two municipalities
involved.4 The responsibility of the Board of Commissioners is to
4 In our view, the fact that in Groningen Seaports Board members do represent the
shareholders reduces the effectiveness of the corporatisation. Ideally, the board members
are fully focused on the interests and decisions of the company, representing a specific
shareholder is not in line with that approach.
monitor and supervise the activities undertaken by the Executive
Board and to assess whether strategic goals are met and performance
is up to expectations.

- Important decisions of the Executive Board, such as investments
above a certain minimum, for Rotterdam €10 million, need to be ap-
proved by the board of Commissioners.

- Major strategic decisions that deeply affect the PDC and the port, for
instance regarding equity stakes and major investments require ap-
proval of the shareholders.

- The remuneration policy (use of bonuses for instance) is decided by
the shareholders, the specific remuneration levels (the level of the
bonus) by the supervisory board.

The division of responsibilities between the shareholders and the su-
pervisory board is similar in all four ports, and is to a large extent deter-
mined by corporate governance regulations in the Netherlands.
3.3. The legal status of the port development company

The PDCs in the Netherlands are subject to private law. Thus implies
that the PDCs are subject to competition law. The dominant market po-
sition of Rotterdam's PDCwas taken into account in the corporatisation
process. After consultation with the port users and the competition
agency, an approach was agreed whereby Port of Rotterdam (PoR)
needs to negotiate tariff agreements5 with the port user association
(called Deltalinqs). If both manage to reach an agreement, this agree-
ment is accepted, in case no agreement is reached, the competition
agency would have to make a decision to either accept or decline the
PoR tariff proposal. However, since corporatisation in 2004, agreement
has always been reached and the port tariff increases have been below
inflation for all years.

One hotly contested area is corporate tax. The general approach is
that all companies, government owned or privately owned, have to
pay a ‘corporate tax’ of 25% of their net revenues. The majority of
Dutch state-owned companies pay such tax. However the Dutch port
authorities have been exempted from this tax. The argument for this
approach was to secure a ‘level playing field’; the port authorities in
Belgium, Germany and France also do not pay corporate tax. However,
there are institutional differences between the Dutch PDCs under pri-
vate law and the autonomous government entities in Belgium and
France. In any case, the European Commission has launched an inquiry
into the tax treatment in these countries. For the Dutch case, the
European Commission re-iterated the approach that regards port
development as a commercial activity:

‘The concept of an undertaking encompasses every entity engaged in
an economic activity, regardless of the legal status of the entity and
the way in which it is financed. The fact that an entity does not seek
to make profit is not decisive to establish if it is an undertaking or
not. An economic activity is any activity consisting in offering goods
and services on amarket. Also non-profit entities can offer goods and
services on a market’ (European Commission, 2016, p. 12).

This view is coherent with our argument for regarding and
governing PDCs as companies. However, while the Commission does
take the view that the Dutch PDC needs to pay corporate tax, it does
not go as far as arguing this principle applies to all organisations in Eu-
rope involved in port development, even if they are embedded in the
public sector.
5 Note that these tariff agreements only relate to the port dues. The land lease agree-
ments are customer specific and not subject to a collective agreement. The argument is
that for new customers, PoRwould not have a dominantmarket position, as they could in-
vest in another site. Regarding increases of land rents in case of lease extensions, there
have been court cases.



Table 1
The financial performance of the four Dutch PDCs, data for 2015.
Source: annual reports of the PDCs.

Port Rotterdam Amsterdam Zeeland Seaports Groningen Seaports

Total revenues (million €) 677 147 61 36
Nett profits (million €) 212 53 8 4
Total assets (million €) 3967 518 600 504
Dividends (million €) 70a 50 0 0

a This concerns the regular dividend, an additional dividendwaspaid as part of an agreement to adjust the dividendpolicy of PoR. The principle remains that the yearly dividend is about
4% of equity.
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A second contested topic is the commercial freedom of the PDC/port
authority regarding granting land lease agreements or concessions. The
two perspectives (authority vs. company) lead to different policy
positions. In the ‘authority’ perspective port authorities are government
agencies and therefore need to use fair, open and transparent proce-
dures to grant land lease agreements or concessions. In the ‘company
perspective’ PDC should have the same commercial freedom as other
(government owned) developers in selecting tenants and co-investors.
Based on the previous discussion, we adhere the second view.6

3.4. Increased commercial focus of Dutch port authorities

The institutional transition of port authorities in theNetherlands has
led to the establishment of port development companies. Although at
different paces, all four large port authorities developed into govern-
ment owned but autonomous organisations, without direct political
influence. All four port development companies develop - on a regular
basis - port vision documents. The documents are the result of a process
with a deep stakeholder involvement, including regional and national
government.

In addition, all large Dutch PDCs develop a business plan, focused on
the company's role and commercial objectives for port development. An
analysis of these plans, with specific attention for the strategic scope of
the PDCs, shows that the Dutch PDCs are much more than just ‘pure
landlords’ (Van der Lugt et al., 2015). The business plans underline the
commercial character. Their plans state explicitly:

- that there should be more focus on commercial activities (Zeeland
Seaports, 2015; Port of Rotterdam, 2015a; Port of Rotterdam,
2015b; Groningen Seaports, 2016)

- that the PDC aims to increase customer orientation in order to be a
profitable port development company (Port of Amsterdam, 2015)

- that the PDCs aim to explore new revenue models (Zeeland
Seaports, 2015, Groningen Seaports, 2015)

- both Port of Rotterdam as Port of Amsterdam have developed an in-
ternationalization strategy in which they look for equity stakes in
overseas ports.

3.5. Financial performance PDCs

Except for PoR, where a positive post corporatisation financial per-
formance was demonstrated in De Langen and Heij (2014), the period
since corporatisation is too short to be able to assess whether the
performance of the Dutch PDCs has improved following privatisation.
However, as context information, the profits of Port of Amsterdam,
that already was quite profitable (the highest return on capital
employed of all PDCs) remains stable at around €50–53million. Zeeland
6 It is interesting to note that the European Commission seems to have a contradictory
view; while they argue that the Dutch PDCs are undertakings and subject to corporate tax
(the ‘company view’), they also adhere the view that fair, open and transparent to land
lease agreements are appropriate (the ‘authority view’, Council of the EU, 2016). This is po-
tentially contradictory as itwould seem legitimate to argue that all undertakings, privately
or government owned, should have commercial freedom in striking land lease deals with
customers.
Seaports, recorded significant losses in the first years after privatisation
(€15million loss in both 2012 and 2013); recorded a breakeven year in
2014 and made €8 million of profits in 2015. Groningen Seaports re-
corded a profit of €1.0 million in 2013, the year of corporatization;
profits grew to 2.6 million in 2014 and to 3.2 million in 2015. This
solid financial performance was achieved in a period of weak economic
growth and thus also a weak growth of the throughput volumes in the
ports. The financial performance data provide some preliminary evi-
dence for a positive effect of corporatisation on financial performance.
Table 1 shows the financial performance of the four large Dutch PDCs.

Table 2 allows for the following conclusions. First, all four PDCs are
profitable. Second, the profits are substantial when related to total rev-
enues (the profit margin). PoR and PoA have profits of N30% of their
total revenues.

Third, when expressed as return over capital employed (ROCE)which
is themost relevant indicator - as this indicator expresses the profit in re-
lation the invested capital - the return is moderate.7 For Amsterdam this
indicator is the most positive: N10%. For Rotterdam this ratio is about
6%, for the two smaller ports (Groningen and Zeeland) this ratio is
much lower. For Rotterdam, the huge value of total assets is noteworthy.
Asset value is partly so high because of the huge investments in the port
expansion project (Maasvlakte II). When compared to 2008, prior to the
investment inMaasvlakte II, the value of total assets has increased almost
50% (from €2.678 million). Even though there is no conclusive evidence
on this, it seems clear that the business case for Maasvlakte II would not
be attractive for a private for-profit investor. The first phase ofMaasvlakte
II was completed in 2013. However, the total revenue of PoR in 2014 and
2015 grewwith 3.1% and 2.6%, roughly in linewith the growth rate in the
years prior to the opening of Maasvlakte II. Thus, the huge investment in
Maasvlakte II did not result in an immediate revenue growth and it seems
likely that the business case for the Maasvlakte II project has a return
below the 6% ROCE of PoR as a whole.

Fourth, the two largest ports pay dividends; the two smaller ones do
not. For both smaller ones this is because they are not yet financially
fully autonomous: their shareholders have issued guarantees for the
loans of the corporatised PDCs. Both aim for full financial autonomy,
which requires a higher solvency. The issue of whether or not the
PDCs should pay dividends to their shareholders is debated in the
ports industry. Port users argue for re-investing the dividends in the
port. The port authorities in the surrounding countries do not pay divi-
dends to their shareholders. In our view, the issue of dividends can only
be addressed in relation to a broader shareholder policy (see below).

3.6. Shareholder policies

In all four ports there is government ownership of the PDC. Thus, one
would expect a specific shareholder policy, thatmakes explicit the goals
government aims to achieve through its ownership. The OECD (2015)
guidelines on the governance of state-owned enterprises in available
documents, both from the PDCs and from the government bodies that
are the shareholders of the PDCs shows that there are formal sharehold-
er policies for Rotterdam, Amsterdam and Zeeland Seaports. However,
7 In all ports, the valuation of the port assets has been done at ‘fair value’ in line with
established accounting principles.



8 For instance, in Belgium the autonomous port authorities receive subsidies for port ex-
pansion projects; the autonomous port authorities are profitable.

Table 2
Overview of reform in small scale Dutch seaports.

Port Governance model Reform in past 5 years Reform issues

Moerdijk Corporatised From administrative unit to corporate entity with
an independent supervisory board

Is Moerdijk open for a new shareholder, besides the current
shareholders? (municipality and province)

Den Helder Corporatised In 2014 transformed from municipal into
corporatised port

Too quick process, legal and contractual aspects not very
well arranged for, limited solvency rate is hurdle.

Harlingen Municipal port, in reform towards
corporatisation

In 2014 ambition expressed by municipal Board to
corporatise the port management organization. A
decision is expected to be taken Fall 2016.

Inert decisional process, issues are taking precise decisions
about exploitation, determining value of assets, transfer of
employees from municipality to new organization.

Scheveningen Municipal port In 2016 change towards a model with more
autonomous position for the port and its
management

No positive business case, reluctance towards
corporatisation by various stakeholders within
municipality

Oudeschild Municipal port In 2012 serious assessment for transforming into a
more autonomous body. In 2016 proposal by
municipal board for internal privatisation

Internal discussion on internal versus external
privatisation, main issues: scale of port, business case,
rights of existing users, speed of decision making

Zeehaven Ijmuiden Privatised already in 1989 No recent reform No recent issues
Lauwersoog Since 1995 Port operating company

Lauwersoog (port development
company – service agreement with
Visafslag Lauwersoog BV)

No recent reform No recent issues
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these policies are not fully explicit regarding the objectives the govern-
ment aims to achieve through ownership. An in-depth analysis of the
public interests at stake in port development and how these translate
into objectives for the PDC is missing. As a consequence, in the absence
of clear direction from the shareholders, issues such as the trade-off be-
tween profits and environmental effects are made by the supervisory
board. The owners of Groningen Seaports have not developed such a
shareholder policy (yet).

Regarding profit levels and dividend policies, the shareholder poli-
cies have the same approach. The owners have invested equity in the
PDC, and are faced with a cost of capital. Therefore, profitability is re-
quired for sustained operations without implicit subsidies. The level of
profits can be related to the cost of capital. The higher the cost of capital,
the higher the required return. The cost of capital associated with risks;
it is relatively low in low risk industries and high in high risk industries
(see the Queensland Treasury, 2006, for a useful overview of calculating
the costs of capital for state owned enterprises). For the Dutch PDCs,
cost of capital considerations led to profitability targets of around 7 to
8.5% return on capital employed. Such targets are common for SOEs in
other countries (World Bank, 2014).

Given profitability targets, the shareholders have to make a
choice on what to do with profits, with two alternatives: re-invest
the profits to secure future growth, or payment as a dividend to
shareholders. In line with these arguments, we claim that dividends
are sensible if the PDC can secure the long-term vitality of the port
complex through investment projects with a sufficiently high rate
of return. However, in case of disruptive developments that threaten
this vitality and call for investments with a low rate of return, the
public interest of a strong regional economy justifies acceptance of
lower levels of profit and thus no or limited dividend payments to
the government shareholders.

For Port of Rotterdam, it was explicitly considered that dividends
would be relatively low in the first years after corporatization, around
30% of profits, and increase to over 50% of profits after 2021. However,
this arrangement was modified as PoR's solid financial performance
allowed for higher dividend payments prior to 2021, whereas in the
face of new challenges, such as the energy transition, more PoR invest-
ments after 2021 were deemed necessary than initially foreseen. Thus,
an agreement to advance dividend payments was made.

In addition to the shareholder policies for the PDC, governments face
a broader issue of whether or not to finance port infrastructure. While,
in line with the arguments provided in Baird (2004), in our view such
subsidies are hard to justify based on economic arguments, this issue
is not discussed in this paper. Likewise, the port pricing literature,
which often treats ports as public infrastructure is also not discussed
in this paper. In line with the central claim of this paper, we argue
there is no inconsistency in a model of PDCs aiming to generate profits
combined with partial government funding of port infrastructure.8

However, in such a model the risk of politically motivated decisions
on investments in port infrastructure remains.

4. Port governance in small Dutch ports

Besides the four larger ports there are smaller ports in the Nether-
lands, often with very specific segments like short sea (Moerdijk), the
fishing industry (Scheveningen, Lauwersoog, IJmuiden, Harlingen),
off-shore industry (Den Helder, Harlingen, Schiedam), shipbuilding
and repair (Harlingen, Schiedam) and tourism (Oudeschild, Scheve-
ningen). The ‘governance’ of port development in these ports also has
changed (see Verhoeven & Vanoutrive, 2012who show governance dif-
ferences between large and small ports). In all cases reform is driven by
the aim to strengthen local and regional economic development. More
professional organisations were deemed necessary to achieve this. In
all cases, reform leads to more autonomy and more attention for reve-
nue models and financial performance. However there are differences
in institutional models chosen.

Zeehaven IJmuiden is a private PDC- the only one in the Netherlands
–with the Fish Auction being one of the main shareholders. Den Helder
NV was corporatized in 2014, Moerdijk was corporatised in 2016.
Lauwersoog has been transformed into an autonomous organization
in 2014. Harlingen is a municipal port with ongoing discussions about
transforming into an autonomous organization and the same holds for
Oudeschild and Scheveningen. Below an overview of the small ports,
their reform process and issues involved.

An assessment of the different processes of the transformation of
these smaller ports in 2015 shows the conditions for a successful pro-
cess towards independent PDCs:

- Presence of a positive business case, build upon sufficient develop-
ment space with the possibility to develop and attract profitable
businesses.

- A good solvability. Cases of Zeeland Seaports and Den Helder have
shown that with too low solvency rates, management still has to get
back to the municipality for financing for investments. This then cre-
ates the risk of an undesirable retention of political influence.

- Possibility for a relative quick and smooth transformation process,
with as conditions the political support within the government to
transform into an autonomous body.

- Ability to safeguard the public interests.
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Depending on the urgency for increasing the autonomy and
decisiveness of the port development organization in combination
with the prevalence of the above mentioned conditions, different
forms of organization were chosen.

5. Conclusions

In this paper we have argued that port development is intrinsically
commercial and it is thus appropriate to regard a port authority as a
port development company. With this perspective, we have described
port governance in the Netherlands with the following conclusions.
First, the port authorities in the large ports in Netherlands (Rotterdam,
Amsterdam, Zeeland Seaports and Groningen Seaports) have been
corporatised andnow function as port development companies. Second,
these PDCs are government owned, their shareholders are municipali-
ties, provinces and the Dutch state. The shareholders do not directly
monitor the PDCs, independent supervisory boards have been installed
in three of the four large Dutch ports. Third, the public shareholders of
the Dutch PDCs have developed shareholder policies, in order to set ex-
plicit goals for the PDCs. However, we argue that some of these goals are
too general to provide sufficient direction for the supervisory board and
the management of the PDC. Fourth, all Dutch PDCs are profitable and
generally their financial performance has been improved following
corporatisation. The two largest PDCs pay dividends, the two smaller
ones focus on improving solvency so that the current financial guaran-
tees of the shareholders are no longer needed. Fifth, even in small
Dutch ports, there is a shift towards a more autonomous and commer-
cial structure for port development. Although different contexts lead
to different models, sufficient autonomy for capability development
and smooth decision making are characteristics of all models.

This paper has detailed port governance reform in the Netherlands.
The relevance of the paper lies in the theoretical generalisation that
we propose: the PDC model is the most appropriate governance
model for port development. Further research is clearly required to
scrutinize this claim and assess the detailed policy choices on how to
best secure public interests.
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