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The ‘Portuguese Range’ as the Westernmost Maritim&egion of Europe
T.A. SANTOS, A.M.P. SANTOS, C. GUEDES SOARES

Centre for Marine Technology and Ocean Enginee(@@BNTEC), Instituto Superior
Técnico, Universidade de Lisboa, Portugal

tiago.santos@centec.tecnico.ulisboa.pt, adriantms@rcentec.tecnico.ulisboa.pt, c.guedes.soares&@deunico.ulisboa.pt

Ports located in the Portuguese west coast have dmkectively defined as the ‘Portuguese
Range’, constituting a multi-port gateway systetegnated within the broader context of an
already well-established traditional maritime regidhe aim of this paper is to identify how
the Portuguese ports have been developing and hew d¢an establish themselves as a
gateway to the Iberian Peninsula and Western Eutadact, Portuguese range ports, located
at the extreme of rail freight corridor n°4, cogckatly benefit from ‘port regionalization’
into bordering regions of Spain, the Madrid Comntyiand Northern Europe, forming in this
way a competitive gateway to foreland regions altimg Atlantic Ocean, such as Latin

America, North America, West Africa and Southermidsd.

The paper first describes the current situatiorPoftuguese ports regarding infrastructure,
superstructure and throughput, aiming at establishis capabilities, level of activity and
potential problems. Regional transport infrastreesucurrent status, such as rail lines, inland
terminals and dry ports are also reviewed, inclggirojects currently foreseen by authorities.
Main problems and bottlenecks in regional connestiare identified. Main shipping lines
calling in Portuguese ports, terminal operatoriwey operators and 3P logistics service
providers operating in Portugal are also identifi@fthe strategies for promoting ‘port
regionalization’ adopted by these different playarsthe supply chain are reviewed and
analyzed, with focus on shipping lines, terminalemgpors, freight forwarders, port
administrations and Governments. Conclusions aagmirand policy suggestions are made
for further improvements in the regionalizationRirtuguese ports, taken as an enhancer of

economic growth.

Keywords: Ports, Regionalization, Intermodalism, Logistitgnsport networks, Competition.



1. INTRODUCTION

Maritime clusters have been discussed extensivetyughout Europe for many years now,
with a significant number of maritime regions clag to have a maritime cluster located
within its borders. In general, the concept of ®usmplies the existence of a set of
companies and organizations focused on a specdanamic activity and engaged in
interactions (cooperation or competition) betwe®mniselves. The concept implies a density
of activity leading to the creation of critical nsais the concerned activity, synergies between

the different companies and specialization of fioms.

It is a controversial subject whether Portuguesgtimee activities represent a fully developed
and active maritime cluster (Salvadaral. 2015, Simdest al. 2015). Notwithstanding this, it

is beyond doubt that Portugal remains the westeshmmaritime region of Europe and that
Portuguese ports are one the most active comporténgs possible maritime cluster in
Portugal (Liberatoet al. 2008). Furthermore, the long west coast of Pottpgavides a
number of good ports, which constitute a valuabkeafor the Portuguese economy and have
been collectively named as the ‘Portuguese Rangesuzh authors as Notteboom (2010,
2013). Their location within the same country ane geographical proximity between them,
while at the same time serving largely overlapgingerlands, means that they constitute a

multi-port gateway system.

The integration in the European Union has now céma stage where the building of a
common market requires Portuguese ports to takanarale within the EU as a competitive
gateway to foreland regions along the Atlantic @¢esaich as Latin America, North America
and West Africa. The first and foremost regionschkh¢ould benefit from this new gateway
role could be the cross-border regions of Spaintaadvladrid community. The development
of rail freight corridor n°4, integrated in the newansport infrastructure policy (TEN-T),
could then make it possible to use the Portuguesgeras a gateway to northern Europe. This
rail corridor, in particular, runs from the Portege ports of Leixdes, Lisbon and Sines

towards Madrid, France and Germany.

The fundamental theoretical concept behind a ssbtdestrategy for developing these ports
into a viable gateway to Spain and beyond is ‘pegionalization’. This concept was
originally developed by Notteboom and Rodrigue &0@nd has been applied to the

Portuguese range by Santos and Guedes Soares )20tl%avolves aspects from the



development of infrastructures (ports, railway,emtodal terminals) to business and

marketing strategies.

This paper presents an empirical study on the athngle that Portuguese ports could take as
the gateway to Spain and Northern Europe for cammuring from the Atlantic Ocean,
establishing this activity as the leading sectdhimia renovated Portuguese maritime cluster.
The overall aim is to assess the current statymudfregionalization in the Portuguese range,
complementing the study of Santos and Guedes S@20&5b) by including relevant data on
connectivity of Portuguese ports and stakeholdgcdicies. The study is focused on
containerized cargo and related infrastructure stateholders, as this is the main type of

cargo for which regionalization is important.

The paper is organized as follows. Section 2 pewié review of literature on port
regionalization. Section 3 describes the situatiegarding infrastructures in container
terminals, railway lines and inland terminals angl pbrts. Section 4 characterizes the level of
utilization of the mentioned infrastructures. Sewti5 reviews the strategies towards
regionalization adopted by the different stakehdd8ection 6 indicates the current status of

regionalization in Portuguese ports. Finally, cos@ns are drawn in section 7.

2. PORT REGIONALIZATION

Different conceptual perspectives have been praptds®ughout the years to describe how
ports evolve in time and space. Especially notewoid the concept of ‘port regionalization’,
introduced by Notteboom and Rodrigue (2005), in oththe hinterland of the port is
expanded through different strategies and policiewder to link it more closely with inland
freight distribution centers and terminals, orgadizn a regional network of load centers
interconnected by transport corridors. This phassmts to answer issues such as congestion
of infrastructure, environmental constraints, ledithandling capacity and the fragmented
production and consumption of goods in modern siesieRegionalization results also from
logistics decisions and subsequent actions of sngpand third party logistics providers, that
is, it is to some extent market-driven. A major ivation of the market is to materialize cost

reductions in the inland distribution.

This phase of port development promotes the foomatf discontinuous hinterlands,
characterized by ‘islands’ in distant regions carted with the port by transport corridors.
The mentioned islands are formed around particuiand terminals with which the port

establishes strong functional links. The size & tblands depends on the inland terminal



function as a gateway, efficiency and price of krinaul for completing the door-to-door
transport. These inland terminals allow ports touitke in the natural hinterland of competing

ports.

Efficient transport corridors, typically consisting rail lines, are a necessary condition for a
successful regionalization strategy. Rodrigee al. (2013) provide an analysis of the
characteristics of different inland terminals inrgpe and Northern America. Preferably,
inland terminals should also be dry ports, withtoos clearance given in these inland
terminals. Roset al. (2006) review the status of dry port terminalsSkweden. Notteboom
and Rodrigue (2012) compare the characteristicaibhetwork, distribution and dry ports in

Europe and North America.

The regionalization process has also been studiedifferent regions, for example around
the port of Antwerp, by Notteboom (2006), or frofmetperspective of inland waterway
transport, see Notteboom (2007). Another approacthe study of regionalization is the work
undertaken by Garcia-Alonso and Sanchez-Sorian®0(28nd Martinez-Pardo and Garcia-

Alonso (2014) on the analysis of port hinterlandSpain.

It is also important to recognize that ports hagedme elements embedded in supply chains,
as pointed out by Robinson (2002) and that thepplgichains compete among themselves.
In fact, some large carriers have extended theesobpheir activities towards the land based
freight distribution side of supply chains, in géhwith similar trend for large container
terminal operators. The value propositions of kath thoroughly discussed in Van den Berg
and de Langen (2014).

This paper reviews the infrastructure status aedpthlicies of stakeholders necessary for the

promotion of regionalization of Portuguese portg® Spanish hinterland.
3. SUPPLY CHAIN INFRASTRUCTURE
3.1 Container Terminal Characteristics

The commercial ports that constitute the ‘Portuguesnge’ are divided in two groups: the
northern group with Leix6es and Aveiro; the southgroup with Lisbon, Setibal and Sines.
Figure 1 shows the location of the Portuguese rangee west coast of the Iberian Peninsula,

centered on the three core European network gagtsdes, Lisbon and Sines.
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Figure 1 — The Portuguese range and its goverreneeture
Table 1 shows the characteristics of the existmgtainer terminals in the Portuguese range.
LeixBes possesses the main container terminalemdtrth (TCL), which serves mainly the
north and center of Portugal and is engaged priynarishort sea shipping. Lisbon possesses
three container terminals (Liscont, Sotagus, TMinich, together with Sadoport container
terminal in Setubal serve the Lisbon metropoliteeaaand the southern part of the country.
Liscont container terminal is called by a few dsep services, although not integrated in the
major East-West trades, while Sotagus terminahgaged in short sea shipping and TML is
dedicated to the domestic trade. Terminal XXI, ineS, engages mainly in transshipment,
integrated in the major East-West trades, but eddled by north-south deep sea services and
a few feeder services. The terminal in Setubal ¢8ad) operates short sea ships. Terminal
XXl is the terminal with the largest handling caipycfollowed by TCL and by two terminals
in Lisbon (Liscont and Sotagus). Sadoport is a cmeprely newer terminal, somewhat
under equipped for the area and quay length aveikatd TML is very small, operating only
with geared feeder vessels in the Portuguese Atlet@nds trade.

Table 1 - Characteristics of container terminalthan Portuguese range

TCL Liscont Sotagut TML Terminal XXI Sadopori Total
Handling capacity (TEU) 650.00 350.000 450.000 .688 1.320.000 ~250.000 3.105.000
Quay length (m) 900 630 750 480 940 725 4425
Quay water depth (m) 12 14 10 6 17.5 12
Area (ha) 22 12 16.5 4.8 36 20 111
Yard capacity (TEU) 13150 8592 10300 2300 -
Maximum size of ships (TEU) 4000 6000 2000 ~70 (0102]0] 5000
Quay gantries 5 3 5 - 9 2 24




3.2 Railway Connections

Railway lines are fundamental in the establishma&nhigh capacity corridors to inland
terminals in distant regions. Their cost strucfupets to economic gains when used for cargo
flows which penetrate deep in the hinterland (Nmitem 2010). ADIF (2013) and REFER
(2014) provide a comprehensive and updated degxgrigtf the Spanish and Portuguese
networks, which are interconnected in one locaiiotihe north and two locations in the east.
The two interconnections in the eastern borderirgegrated in rail freight corridor n°4, see
Atlantic Corridor (2014).

As far as port regionalization is concerned, thestimaportant issue is the number and quality
of the interconnections between the Portuguese $pahish networks. In this respect,
different parameters are of importance: speedggraibe, single or double track, electrified or
not, voltage and type of current, type of catenamgximum slopes, minimum radius of
curves, maximum length of train, maximum load pee,amaximum speed, signaling and

control system.

Table 2 shows some of these parameters for the tkxesting border crossings. Railway
characteristics immediately next to the bordersdr@wn, but in different segments along the
line the characteristics may vary. All lines hake tberian rail gauge and the only electrified
line is in the Portuguese side, connecting to Vikrmoso. Speeds are lower on the
Portuguese side but maximum train length is réstlion the Spanish side, being much lower
than the European standard of 750m. Figure 2 slibats apart from the interconnection
issues shown in Table 2, further issues existatrtench border because the rail gauge and
voltage are different. These technical issues lyréatder the use of rail freight corridor n° 4

as a means to extend the hinterland of Portuguase. p

Table 2 - Characteristics of railway lines in imt@mnections between Portuguese and Spanish networks

’ " Max. Length of
Connection Type Gauge Electrified Speed | train *
Valenca — Conventional | Iberian .
Spanish side Single track 1668 mm No 160 220 Mol
Vilar Formoso — | Conventional | Iberian Ol :
Spanish side Single track 1668 mm No 140 550 e ' A >
Caia — Spanish | Conventional | Iberian i ‘
side Single track 1668 mm No 200 400 A
Valenca — Conventional | Iberian W T
Portuguese side | Single track 1668 mm | NO 85 ) Rl 1 A
Vilar Formoso — | Conventional | Iberian
Portuguese side | Single track 1668 mm 25 kv/50Hz 90 750
Caia — Portuguese Conventional | Iberian No 120
side Single track 1668 mm
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Figure 2 - European rail freight corridor 4, adaptem Atlantic Corridor (2014)

Another important issue relating to railway infrasture is whether the lines are actually
running to the port terminals. According with REFER14) there are railway terminals in all
five main ports and in every case the rail tracksinto the container terminals, but generally

the lines are not electrified in the last mile.

In order to solve the existing shortcomings of fRertuguese railway network and its
connections to Spain, the Portuguese governmenap@a®ved an integrated transport plan,
presented in ME (2014). It has been announcedyn&020 the railway line between Caia

and the three southern ports will be fully upgraded

3.3 Inland terminals and dry ports

As per the definition given by Rosd al. (2008), a dry port requires an intermodal terminal
fitted with gate and customs so that customersleave the containers as if directly in the

seaport, coupled with a high capacity transportmaga the seaport (typically railway).

One type of dry port is the distant dry port, whishtypically close to a major urban area
away from the seaport and is the most common typiyoport. Several examples of these
dry ports and inland terminals exist in Spain atbuMadrid and Zaragoza, with some
characteristics given in Table 3 and its geogragdharation shown in Figure 3. Most of them
have Spanish custom'’s facilities and are fittechwgood rail connections, qualifying as dry
ports. The operators of these terminals are comtéémminals operators (Noatum Valencia) or
port administrations (Barcelona). These terminails ariented to Spanish ports in the

Mediterranean.



Table 3 — Inland terminals and dry ports in Spain

Region Major promoter Year '::ggmg CS;;::%(; Rail tracks
Noatum rail terminal, Zaragoza Noatum Valencia 20183 165.000TEU| 3300TEU 6 rail tracks of 690m-850m
Conterail, Madrid Noatum Valencia| 2000 107.000TEU 70@TEU 7 rail tracks of 420m-475m
Terminal Maritimo de Zaragoza Port of Barcelona 200 ~60.000TEU - 10 tracks of up to 750m
Centro Logistico San Lazaro, Mérida DLEX 2014 40TBU - tracks up to 400m
PLSWE, Badajoz Junta Extremadufa 20167 237.000TEU7O0TEU | oi@ekorison
Expacio Mérida, Mérida Junta Extremadufa 20167  (EBOIEU | 1200TEU 6 tracks of 560-740m
Expacio Navalmoral, Caceres Junta Extremadura 2016332.000TEU| 1400TEU 8 tracks of 750m
Zaldesa, Salamanca CylLog ? - - Yes, but to be improved

Table 3 includes also another five inland terminafsinterest to Portugal, located in
Extremadura and Leon, existing or planned, which loa categorized as mid-range inland
terminals (to be developed to full dry ports). Thdras also been for some years now the
project to develop the Puerta del Atlantico inlaedminal, in Mostoles, west of Madrid,
which is not included, however, in EU-DGMOVE (20)4study. In Badajoz, works are
already underway in the Plataforma Logistica delo8ste Europeo (PLSWE), immediately
next to the Portuguese border, and the works wilcbncluded in 2016. This platform will

include a dry port working in cooperation with tRertuguese ports.

Concerning the north sector of the Portuguese ramgmely the connection between Aveiro

and Spain and associated inland terminals, thes pirt_eix6es and Aveiro have been in

contact mainly with the Salamanca logistics platfpZaldeza. Since 2013, Zaldeza and the
port of Leixdes cross-operate warehouses. The dewednt of an inland terminal and dry

port in Zaldesa is included in the EU-DGMOVE (201Ldtudy but no starting date is public.

El Ferrol |
La Corufia s %

[Terminal Maritima de Zaragoza)

[ Existing - orientated towards Mediterranean
[ xisting - orientated towards Atiantic
I Frojected - orientated towards Atlantic

Figure 3 — Location of inland terminals in Spaiml &ortugal



4. UTILIZATION OF INFRASTRUCTURE
4.1 Container Terminal Utilization

Port throughput in the Portuguese range has knowmegent years some growth, in what
concerns containerized cargo, although some pasts had significant operational set-backs
due to labor unrest. Santos and Guedes Soares)(20@Buated the cargo handled in
Portuguese ports between 2001 and 2007. Significantclusions were that container
throughput was increasing significantly in Leixdasd Sines and container terminals in

Lisbon and SetlUbal were underused.

Since then, Sines has grown to become a signifizansshipment hub in East-West trade
lanes, constituting an example of the “deconceptmatithin a port system” phenomenon
described by Notteboom (2010). Although being myamtransshipment hub, Sines cannot be
seen as decoupled from the Portuguese range fsantending with the port of Lisbon for

different hinterlands.

Figure 4 shows the evolution of the container thigaut (in TEU) in the five concerned ports
(with seven terminals) between 2002 and 2014. Tbetrsignificant terminals are TCL in
Leixdes and Terminal XXI in Sines. At the same tintkese are the terminals where
throughput is growing. Sadoport in Setlbal has aisswn considerably in the last year,
approximately 47%, although throughput remains I8mes handles a substantial number of

TEUSs. In 2014, around 78% of its throughput coesigif transshipped containers.
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Figure 4 — Container terminals throughput in Panasg ports

Figure 5 shows the capacity utilization levels lre wifferent terminals between 2002 and
2014. Note that design capacities used to calculdlization are the ones existing in 2015,

implying an underestimation for earlier years. T@tminals are now operating very close to



design capacity. Terminal XXI in Sines is also megrfull utilization, but works are
underway to upgrade its capacity.

150.0

B Sadoport M Terminal XXl = Sotagus B liscont ®@TML B TCL-North
1350 oo es e b [ b P ST TSR ETES PETEETE T e e e e b ST T e e

Capacity utilization (%)

Year

Figure 5 — Utilization of container terminals inrRmuese ports
The utilization of the container terminals is ditgcrelated with the number and
characteristics of the liner services calling imntBguese ports, shown in Table 4. It is possible
to conclude that Lisbon and Leixdes clearly havearservices than other ports. Sines has a
much larger gross capacity of ships calling eackkyeue to the fact that ships coming to
Terminal XXI are larger than the ones calling itest ports. The maximum size of ships
calling in Sines is currently 13.000TEU, while & only 1.200TEU for Setubal. Lisbon
receives ships more than twice as large as Leixdes.

Table 4 — Number and type of services calling intyuese ports

Number of Gross capacity of Maximum size | Maximum length | Maximum draft Maximum length Maximum Draft
services ships per week (TEU) | of ships (TEU) of ship (m) of ship (m) for port (m) for port (m)
Sines 16 77.100 13.000 350-360 15-15.5 400 17.5
Setubal 6 4.660 .1200 140-160 8-10 WL 9.5-12
Lisbon 32 36.865 5.700 260-280 13-14 240-WL 11-14
Leixbes 27 23.414 2.400 190-210 11-12 220 10-12

Table 5 shows the geographical reach of the lieeviees calling in Portuguese ports. The
world regions directly connected to each port drewsy as shaded. Sines has the widest
reach, connecting the country with every contiremd is fully integrated in the major east-
west trade lanes. Setubal is restricted to sharshgping (Europe and North Africa). Lisbon
and Leixdes are also engaged primarily in short S§@pping and domestic services, but
Leix0es features some deep sea lines to West Afmch Southern Africa, while Lisbon is
additionally connected to the Americas (North amait8), implying some integration in the
major East-West trade lanes. In general, Portugpests provide comprehensive direct
connections with most of the world.



Table 5 — Geographical reach of Portuguese ports

Regior\Port Leixdes Regior\Port Leixdes | Lisbon | Setiba
West Coast US
West Coast South America | [Canarylslands |
East Coast Canada ]
East Coast US
Gulf of Mexico [ ]

East Coast South Americd ]

Northern Europe-UK East Coast AFR
Northern Europe-Contine Middle East
NE-Baltic India

West MED Australia
East MED South East Asia
BlackSea i

Spain-Galicia
Spain-Asturias
Spain-Basque Country
Spain-MED

b

4.2 Railway Utilization

Besides the infrastructure issues which have bescridbed above, it is also important to
examine the operational structure of railways avel current levels of capacity utilization.

Rail freight operation is carried out mainly byyatie companies: 16 in Spain, according with
Fomento (2013), and 3 in Portugal. The followingcdission relates to freight railway traffic

between both countries but not necessarily bouride®ortuguese ports, mainly because it
has been identified that a deficit exists in temfisstatistical information relating to cargo

carried by rail to Portuguese ports. Table 6 shibvwgesults of a survey of public information

released throughout 2014 and 2015, indicating tbiglit railway services between Portugal
and Spain currently in operation.

Table 6 — Rail freight services Portugal-Spain

Promoter Origin/destination Weekly trains Main cargos
Portuguese ports - Madrid, Saragoca, Various
CP Carga Valéncia, Tarragona e Barcelona, 3 (48 TEV)
Takargo Portugal-Barcelona 5 Various
ALB Lisbon (ALB terminal) - Mérida (DLEX) | 4 (46TElnd 1000t) Fresh agriculture products
KLog Alfarelos - Barcelona 2 Dang_erous goods, paper, furniture,
cosmetics and pharmaceutical producis
Alfil Logistics Riachos (TVT terminal) - Barcelona 1 (1000t), 3in 2015 )
ALB Lisbon (ALB terminal) — Badajoz multimod3| 2 Tomato, olives, olive oil, wine
platform

Figure 6 shows the number of daily freight servicethe different lines in Spain, considering
only trains bound for ports, being worth noting tiigh traffic density between Madrid and
Valencia and Zaragoza and Barcelona. The traffiatds the Portuguese border is of little

significance, but taking in consideration geographyg natural conditions, it should be much
more significant.
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Figure 6 — Average number of freight trains per uethe Spanish railway network, ADIF (2014)

Figure 7 shows the net number of tons of cargdezhin containers by rail between different
regions in Spain and between Spain and Portuga.nlimbers include some internal cargo
exchanges. Containerized cargo exchanged by raele® Spain and Portugal (entire
country) is of the same order of magnitude than ¢éxahanged across one of the major rail
routes in Spain, namely Madrid-Valencia or Madriddaya (Bilbao). The flow from
Zaragoza to Barcelona is even larger. This indgdtat rail traffic of containers between
both countries is underdeveloped and points tavarémjionalization.
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Figure 7 — Cargo (net tons) carried in containgrsdlil between different regions in 2011 (INE (2912
Observatorio del Ferrocarril (2012))

5. STAKEHOLDER'S STRATEGIES

Regionalization is not only about developing theassary infrastructure, but also involving
the stakeholders in its utilization. The most ral@vstakeholders are port administrations,
governments, terminal operators, shipping linedyay operators, freight forwarders and 3P
logistic service providers. Port administrationsl @overnments (central or regional), that is
the public sector, are mainly involved in the depehent, management and promotion of

infrastructure, their main goals being the promwotiaf economic development (national



level), regional development and sustainabilityrahsport solutions. The other stakeholders
engaged in supply chains which use the infrastractmainly coming from the private sector,
are concerned primarily with maximization of prodihd development of their commercial
activities at regional level. This section will gtavith the analysis of public sector policies,

followed by an analysis of other stakeholder’s gieb.
5.1. The role of port administrations

The governance model currently followed in Portigguports presents the major features of
the landlord port model, striking a balance betwpehlic (port authority) and private (port
industry) interests. Under this model, the most wmm form of organization for large ports,
the public port authority acts as a promoter ofnecoic growth, aiming at expanding the

port’s hinterland to lower transport costs anddostevelopment.
5.1.1. Concession agreements

A fundamental tool for enhancing the regionalizatiprocess is that of the concession
contract, agreed between the port authority andtéhminal operator. Through a carefully
designed contract, the terminal operator's comraeattitude of profit maximization can be
made to coincide with that of the public authorityhich lies in increased throughput levels,
economic growth and further extension of the pagach to help decrease transport costs in

an enlarged hinterland.

Concession agreements are likely the most important available to landlord port
authorities in dealing with the terminal-operatadustry (Palliset al. 2010). Concession
agreements commonly take the form of performansedaontracts to create incentives for

the terminal operator to act in the public authysitnterest.

Particular care should be taken to properly deBrpected throughput levels and related
penalties and compensations should address faduneatch the projected throughput. Only
by means of a carefully designed concession cantaat the seemingly opposing nature of
the public and private interests be surpassedyipports to become economically efficient

assets and be able to attract private capital.

Taking into account that the public interest liashigh efficiency and increased throughput
levels, while the terminal operator seeks a proptirn on investment, the possibility of the

payment of penalties in case of nonperformance, (iosv efficiency and low throughput



levels) on the part of the operator are generaédpanted for in a concession agreement. This
motivates the operator to seek high throughputiseand not only a given return on
investment (World Bank (2007)).

Despite this, in Portugal nonperformance penaltiese frequently been absent from
concession agreements, with some adverse consegueRor instance, according to the
contract outlining the extension of the concessagmeement for the Alcantara container
terminal in the port of Lisbon, the operating riskaken entirely by the port authority (Court
of Auditors Portugal, 2009). Concerning another anaontainer terminal in Portugal, the
Terminal XXI in the port of Sines, criticisms toetltoncession agreement in place have also
been vented on the following grounds: the lack pkcdfication of minimum cargo
movementsthe absence of provisions regarding the qualityeo¥ices; the inefficiency of the
clauses related to the compliance with the investrgeals; and the difficulty in applying the
penalty system (Court of Auditors Portugal, 201Bpnetheless, and concerning public
interest, the concession contract in place for TreaXX| has some positive aspects when
compared to that of Alcantara Container Terminamaly, the lack of guarantees of
minimum revenue for the concessionaire to be bdipethe awarding authority, or the
flexibility to adapt the investments to the markenditions. Additionally, for Terminal XXI,

the operational risk is taken entirely by the terahioperator.

Another crucial aspect of the concession contriacpdace in Portugal is that port authorities
have commonly sought concession agreements aintingvanue maximization instead of
promoting an increase in throughput levels. Morepoeperational and economic performance
targets and associated nonperformance penaltiestipically been laid down in an unclear
manner or entirely excluded from concession agre¢sne place. Realizing the need to
change some aspects of some of the concessioractnin place in the Portuguese seaport
industry, and which hinder port efficiency, the feguese government has put forward a
series of renegotiation processes of current cemesagreements in order to increase the

efficiency in port operations.



Table 7 — Concession contracts subject to rendgmtiprocesses

Port Terminal c L Start of the Duration of Investn_went_
o] erminal oncessionaire concession concession (concessionaire)
2001-2012
agreement [year] [years] [million euros]
Douro and Terminal de
. Leixdes container termin& Contentores de 2000 25 31
Leixdes .
Leixdes, S.A.
A . . Liscont — Operadores
Alcantara container termin@ de Contentores, S.A. 1985 (b) 33
- . Sotagus — Terminal de
. Santa Apolo_nla Container Contentores de Santa 2001 20 21
Lisbon Terminala) .
Apolbnia, S.A.
Transinsular,
Lisbon Multipurpose Terminal | Transportes Maritimos 1995 15c) -
S.A.
Tersado — Terminais
Multipurpose Terminal Zona® Portuérios do Sado, 2004 20 9
Setdbal S.A.
) . ( Sadoport — Terminal
Multipurpose Terminal Zone 3 Maritimo do Sado, S.A 2004 20 12
. . . . PSA Sines — Terminal
Sines Container Terminal Sines X de Contentores, S.A. 1999 30 123

(@) The concession contracts pertaining to these cwtéerminals were the subject of the negotiati@mtess as determined by the
order 403/2014 of 14 March, of the Finance Ministry

(b) The duration of this concession, originally fixed28 years, was extended until 2042 through theré@elaw 188/2008, of 23
September. This diploma was repealed by the La@0l4Y of 23 July. However, if“March 2014, the Portuguese Constitutional
Court delivered the decision 202/2014, accordinghéh the Law 14/2010 is deemed unconstitutional.

(c) This contract has been extended until a new bidgingess is prepared.

(d) Terminal XXI concession agreement is also showthpabh not subject to renegotiation.

In the Portuguese case, as outlined in ME (2014er&es of reforms in the port sector is
envisaged, with the aim of increasing the secteffiency on one hand, and on the other
hand, decreasing costs associated with the pansind namely, by decreasing the port dues

as a means of increasing the competitiveness ofigregse exports.

In the aftermath of the referred strategic plae, Brortuguese government has launched the
procedure for the re-negotiation of the concessimmtracts for the provision of services to
cargo at port terminals. This negotiation process&s also in the context of the Troika
Memorandum of Understanding. In total 9 concessimmtracts are subject to revision under
the referred plan: two pertaining to the port ofubmand Leixdes; one in the port of Aveiro;
four for the port of Lisbon; and two for the poft®etibal. Given their greater significance,

only the concession contracts concerning contd@rerinals are shown in Table 7.
5.1.2. Port price

One of the main issues for a properly designed ession agreement is the fixing of a
maximum price that the concessionaire can chargea users. This, together with
performance objectives is one of the main toolstf@ public port authority to ensure the

alignment between the private and public interests.



However, in Portugal, some questions have beerdat®ncerning the adequacy of the
imposed maximum port price levels. In particulasrtpprice is frequently considered to be
excessively high, with no adhesion to the realsassociated with the service provision. For
instance, in 2010, in a sample of 29 terminal dpesa 60% showed a return on equity of
over 10%, with container terminal operators showangaverage return on equity of 20% (for
one container terminal operator, tR®Eactually reached 40%) (Sihet al. 2013), which are
considerably high values. This fact suggests arsaalnf monopolistic power, possibly
inadvertently allowed by public port authoritiesedto improperly designed concession
agreements, the consequence of this being an sereaosts associated with port utilization
and an inefficient use of publicly owned resourdsdditionally, this suggests the possibility
of a decrease in the maximum allowed port pricentoease efficiency and decrease costs,

without compromising the financial viability of therminal operator.
5.2. The role of the Governments

Port regionalization would also benefit from thdegrated development of the logistics
infrastructure. The Portuguese government present2d06 a plan namddbgistic Portugal
see MOPTC (2006). As shown in Figure 8, the plasiunied 4 port logistics platforms,
serving Leixdes, Aveiro, Lisbon (in Bobadela/Solmab) and Sines. In addition, 4 logistics
platforms next to the north and eastern borderewanned (Valenca, Chaves, Guarda,
Elvas/Caia), with the stated purpose of expandieghinterland of the Portuguese ports and
attracting Spanish investment. Finally, 2 urbandig platforms were also planned, each one
next to one of the major Portuguese metropolit@as(Lisbon and Porto).
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Figure 8 - Portuguese network of logistics platferfdOPTC (2006)



Table 8 — Status of logistics platforms

Initial cost
Platform Type Status Rail connection (millions
euros)
LeixBes Port logistic platform Infrastructures+sigbeictures built Connection to be built (?) 118
Aveiro Port logistic platform Basic infrastructuresilt Connection built (750m tracks) 80
Lisbon Port logistic platform Basic infrastructutasilt Connection planned but not built 19
. L Infrastructures+superstructures buflt Connection planned but not buil 65
Sines Port logistic platform o
(some companies installed)
Infrastructures+superstructures buflt Connection planned but not buil 71
Valenca Cross border platforn o
(some companies installed)
Infrastructures+superstructures bulit No connection planned 97
Chaves Cross border platform p . P
(some companies installed)
N - .
Guarda Cross border platforrh Infrastructures sup.ers.tructures buijlt Connection planned but not buil 34
(some companies installed)
Caia Cross border platforn Not built Connectiompled but not built 59
Maia/Trofa Urban platform Not built Connection ptead but not built 232
Pogeirdo Urban platform Basic infrastructures built Connection planned but not buil 307
Tunes Regional platform Not built Connection plashbet not built 46

In early 2015, the situation was as shown in T&bl€he logistic platform of Leixdes is under
construction, spreading over two different areasnting already with commitment of
Zaldesa (logistic platform of Salamanca) and lagisperator Luis Simbes. The other ports

have also built their logistic platforms but notmaohan the infrastructure exists at this stage.

Regarding the logistic platforms near the bordee, ones of Valenga, Guarda and Chaves
were indeed built or are under construction, ofesfuced in size with respect to initial plans,
but have failed to develop into significant nodeshe supply chains connecting Portugal and
Spain. Valenca platform has a significant overlaghwhe PLISAN (Platforma Logistica e
Industrial de Salvaterra-as-Neves) located in Spaly 20 km away, aiming at becoming the
dry port of Vigo. This later platform is currently the initial stages of construction and

significant drops in real estate prices have besoanced in order to attract more demand.

The Caia logistic platform has never been built,demall freight rail terminal exists close to
the border, in Elvas. The local town council an@manish freight forwarder (Transitex),
actually part of a larger Portuguese company, heaen cooperating in the development of
this rail terminal. As mentioned before, Extremadis now building a large logistic platform
just across the Portuguese border, Plataforma ticagislel Suroeste Europeo (PLSWE),

which will take the place of Caia platform.



Overall, the conclusion is that a substantial anh@imrmoney has been invested by public
authorities, although most projects have not beeilt br have been downsized, and the
utilization rate of most platforms remains very loRrogress in the south sector of the
Portuguese range is lower than in the north settw.role of the Guarda and Caia platforms
will probably be taken by Zaldesa and PLSWE, battSpain, located closer to population
centres, respectively Salamanca and Badajoz. Valémges significant competition from

PLISAN. Opposingly, logistic platforms associateihwports have been largely completed.
5.3.The role of the terminal operators

In addition to the logistic platform network, mgstleveloped by central governments, local
authorities and port administrations, other impartdrivers for port regionalization are

terminal operators and 3PL services providers. dér@ainer terminal operators in Portugal
are largely absent from engaging in operating itetal terminals in Spain. The exception is
Tertir, the holding company for Liscont containerminal, which also owns the Spanish
freight forwarding company Transitex, which is ogtarg the freight railway intermodal

terminal in Elvas. This terminal also receives gigant amounts of cargo from Spain and
plans to increase the area of the intermodal teainailowing longer trains, and to build a
container freight station allowing for consolidaticand deconsolidation of cargo in

containers.

On the side of the 3PL companies, it is possibiaénmtion that Conteparque logistic operator,
which in turn owns the ALB Area Logistica da Boblad8A, an intermodal terminal operator
operating facilities located close to the four m&ortuguese ports, is also receiving several
trains per week from Extremadura, initially fromr@® Logistico San L4zaro (Mérida) and

now from the multimodal platform of Badajoz.
5.4 The role of the shipping companies

Shipping companies have not shown significant egelin obtaining cargos from Spain,
probably because they also call in Spanish porte &xception has been MSC, which
promotes the most significant port-related railvii@yght traffic in Portugal. This is related to
the container terminal in Sines (Terminal XXI), litains leaving from the region of Lisbon
and Setubal and from Leixdes. In 2012 MSC was sgnidi Sines 11 trains in each direction
per week, while in March 2014 a record total oftéins in one week was recorded. From

these, 86 inbound and outbound trains came fromintermodal terminals in Lisbon-



Bobadela and Riachos, where MSC has an intermedadirtal. Additionally, 10 trains to
Leixdes were also sent and received. In late 20ddorts indicated that an average of 10
freight trains per day was being sent/received enmiinal XXI. Sines is also receiving 2/3
trains per week from an intermodal terminal neddBa. The trains are generally operated by
CP Carga. These developments indicate a regiotializgrocess happening within the
Portuguese range itself, rather than directed tdsvdéine exterior, aiming at setting up a
discontinuous hinterland for the port of Sines. M®C currently a candidate to the

privatization of CP Carga, the Portuguese publievesy operator.
7. CONCLUSIONS

Ports in the ‘Portuguese range’ have now the oppayt to expand their hinterland to Spain
and possibly to Northern Europe, in what conceomgainerized cargo, through the use of rail
freight corridor n°4. However, this paper allows tonclusion that even regionalization into

Spain remains weak.

It has been shown that railway connections betwPertugal and Spain need to be
significantly improved and that even with the catréimitations a renewed interest from
railway operators, logistic service providers amdeimodal terminals has already been
shown. However, handling of cargo by rail remaiaw,| especially when compared with

Spanish lines connecting to major Spanish ports.

A number of inland terminals and dry ports are uncenstruction in Extremadura, most
notably PLSWE in Badajoz, and these are expecte@ntwance the regionalization of
Portuguese ports, whose administrations are agt@moting these infrastructures. In this
respect, completion of related railway infrastruetinvestments has been announced for 2020

and is of the utmost importance.

Regarding port infrastructure, existing containermtinals in Portugal have a handling
capacity of 3.100.000 TEU per year. The Portugggsernment has presented a number of
projects to largely expand this capacity and meeir&é demand. The Portuguese range is well
served by container liner services which connewtadly the country with most regions in the
world. However, the port of Sines is handling thastv majority of the liner services
connecting to regions outside of the Atlantic anddiferranean basins. Lisbon is the only

other port directly connected to the American awettk.



The most active stakeholders in promoting regi@a#bn in Portugal have been the port
authorities, mainly through establishing agreemeuitis Spanish authorities, inland terminals
and logistic platforms on cargo exchange, crossatjms of infrastructures and joint

marketing actions. Terminal operators and shipgiogpanies have shown little interest in

this process, with the notable exception of MSC.
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