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The Political Economy of Ports
in the United States and Great

Britain

Alfred G. Cuzan

Department of Political Science
Coastal Zone Studies

The University of West Florida
Pensacola, Florida

Abstract This is an exploration of the political economy
of ports in the United States and Great Britain. A number of
technical, economic, and political issues concerning ports are ex-
amined. Particular attention is paid to the institutional evolution
of ports from private to public ownership, and its consequences
for port efficiency. The paper concludes with a set of recom-
mendations designed to reverse the trend toward port nation-
alization in both countries.

I. Introduction: An Exploratory
Inquiry into Ports and Harbors in
the United States and Great Britain

This paper is an exploration into American and British port pol-
icy. It examines the technology, economics, and politics of ports
in the United States and Great Britain in light of the larger polit-
ical economy of these two maritime nations. The inquiry raises
several fundamental but complex questions about private and
public institutions for owning and managing harbors, ports, ter-
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minals, and the greater transportation and economic systems to
which they belong. Basically, the questions are about what type
of politico-economic system performs more efficiently in this in-
dustry: private or public property.

My principal criterion for evaluating public policy is efficiency.
Thls may disturb some readers who might regard efficiency as less
1mportant than some other objective. But before downplaying ef-
ficiency as a criterion of evaluation, however, they should be aware
qf .the difficulties involved. For example, if they wanted to sac-
rifice some efficiency for some other goal, that would itself in-
volve a question of efficiency, i.e., how much efficiency are they
pre.pared to give up in return for how much of the other goal?
Thls demonstrates that the efficiency criterion is difficult, if not
impossible, to escape.

Qne last caveat. As an anonymous referee wisely pointed out,
this paper ‘‘falls between the two stools of providing a well-doc-
urr}ented general survey and exploring relevant topics in depth.”’
‘It is neither. Rather, the paper takes a ‘‘birds-eye’’ view of ports
in the larger theoretical context of political economy, with fre-
quent swoops to examine particular policy issues in greater detail.

.Thf: paper questions what appears to be an established ‘‘way of
thinking’’ about ports which sees public ownership, management
or regulation as natural or inevitable. It is written in a style de:
signed .to provoke a reaction from the reader, who will quickly
recognize ““public choice’’ theory in my analysis and classical eco-
nomic and political liberalism in my philosophy. My conclusions
reflect a minority point of view; I entertain no illusions about their
acceptance, at least in the short run. But, if their publication gen-
erates a response, even if only in the minds of the readers, my
purpose will have been served. ’

II. The Economics and Technology
of Ports, Harbors, and Ships

Port.s and harpors Fonstitute heterogeneous bundles of goods and
se}rlylces used in s}.nppmg. A harbor provides safety from the sea
while a port supplies the means for transporting goods and people
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from ship to land and vice versa. A port serves as a gateway be-
tween water and land with its connections with other modes of a
nation’s transportation network like railways, roads, and airports.
In earlier days, only nature provided harbors in estuaries and bays.
But today harbors are partly if not mostly the result of capital.
Even the best natural sites are usually improved upon with light-
houses, other aids to navigation, channels, jetties, breakwaters,
locks, and related works of engineering.

In the nineteenth century, much of shipping took place in the
traditional or ‘‘general cargo’’ port. This type of port served a
large assortment of ships and cargo along its berths. It was a la-
bor-intensive operation. There was a high concentration of ship-
ping facilities and services near or within the port city’s central
district or ““downtown.”’ These included stevedores, cranes, war-
chouses, sheds, shipping companies, ship refueling and repairing
facilities, insurance agencies, passenger facilities, stores, factories,
and many other types of industry and commerce dependent on
water transport.

During the twentieth century, but particularly since World War
II, a “‘revolution’” has taken place in shipping. Technological
progress, economic forces, and demographic changes have com-
bined to promote specialization, concentration, and decentrali-
zation of the port industry.

Over 75 percent of the world’s freight tonnage consists of bulk
cargo transported in specialized ships. Ore, petroleum, coal, fer-
tilizers, sugar, and grains are handled by special facilities equipped
with pipelines, tanks, elevators, conveyors, or suction devices. In
the United States, most of these terminals are privately owned,
integrated into longer processes of production and trade. General
cargo is increasingly prepackaged in containers. Upon arrival at
port, these are transferred directly to trucks or railroad cars. In
addition, mother ships unload barges which continue the journey
to their ultimate destination. Ships have grown in size, and this
trend is expected to continue. The largest tankers exceed half a
million deadweight tons and require depths of 75 to 100 feet.

According to several scholars and experts, these trends militate
against the survival of many of today’s small and medium-sized
ports. They foresee a reduction in their number and importance,
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with some surviving as feeders to regional superports, others Spe-
cializing in particular commodities, and still others becoming in-
creasingly dependent on trade with less developed countries until
they, too, adopt more modern methods. These writers conclude
that economics and technology do not favor the continued exist-
ence of many of today’s ports.!

However, it is easy to make the mistake of equating technolog-
ical progress with bigness. Economic forces do not unequivocably
favor larger and fewer production units. The processes of spe-
cialization are unlikely to result in all or most cargoes being han-
dled exclusively by superports catering to giant ships. In any
industry, one usually observes a wide range in the size of firms,
with a great deal of contracting and subcontracting among them.
There is no a priori reason to expect the port industry to be any
different. Thus, one should not underestimate the ability of mini-
ports and small ships to survive alongside the giants of the in-
dustry.

However, the structure of an industry in a relatively free market
is not necessarily the same as in a system of government controls
and regulation. In the former case, the most efficient combination
of small, intermediate, and large ports is determined exclusively
by economic forces to cut costs of production and seek greater or
more specialized markets. But in government, such pressures are
weakened by political incentives to extend the life of obsolete fa-
cilities or subsidize inefficient operations for reasons I will explain
later in the paper. The resulting mix of firms is likely to include
too many units of production, big and small. It is to this insti-
tutional problem that I now turn. I begin with a brief review of

the recent history of ports and shipping in both the United States
and Great Britain.

III. The Rise and Fall of Capitalism
in Railroads and Ports

The nineteenth century was a period of laissez-faire capitalism in
the United States and Great Britain. This was reflected in the port
industry as individuals, dock and trading companies, and the rail-
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roads developed many of the most important ports of both coun-
m;:: an earlier day, the city of Boston offer.ed bounties to enter-
prising individuals for enlarging the sho.relme. -In 1894, Bost:lg)n
had over 200 private wharves each catering to its own chc;nte e.
At the turn of the century, the ports of Boston, Philadelphia, Sa-
vannah, Charleston, Newport News, quveston, and Portland
were privately owned. At about the same time th_e port of Londor;
was owned by three dock companies. In addition, the ports o
New York, Baltimore, Norfolk, and New Orleans were .owned
partly by private interests. The first ship chgnnels connecting tl}le
inland cities of Houston and Manchester with the sea were built
by private companies although in Manchester the local govern-
sidized the project.

m(?ll"l}tlesﬁgilroads wercl:) particularly suited for t.he tas.k of port fie-
velopment and ports became another linlf in their natlonvs'ndce1
transportation systems. Most of the Atlantic .ports of the Unite
States were developed at least partly by the rallrgads. Ip England,
the ports of Southhampton, Cardiff, Hull, Harwick, Gr.lmsby, and
many others were developed by the railroads. ?n thf: Umte‘d Sta}es,
the railroads incorporated the cost of port services into their freight
rates while in England they charged separate port dues.‘

So promising did the system of British ports'under railroad on-
wership appear at the beginning of the twentieth century that a
contemporary writer was led to observe:

The tendency in British port ownership seems to be toward prlvste
ownership and in the form of railway termini. . . . The greater nu;g er
of changes within the past thirty years have be'er.l towa}rd the building
of railway ports in the smaller cities. The British r.all.ways are con];
solidated into a few strong companies and the bu11dm.g of. a docl
as a port and feeder of a great system is a natural step in this devel-

opment. . . .2

But this prediction did not come to pass. Durir'lg the twentl.eth
century, ports came under partial or total ow.nersh1p or r.egulatlon
by some level of government in both countries. Why this procescs1
took place, what specific actions were taken by whom, where, an
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for what purposes, are fruitful questions for historical research.
I found few definitive answers in the works listed in the bibliog-
raphy. In fact, there were few references to these questions.

My own hypothesis is that since the phenomenon was nation-
wide and spread to both countries, one needs to look for general
or systemic causes. National regulation of railroads, relative de-
cline of the railroads, and transfer of ports from the private to
the public sectors appear to have happened in historical sequence,
the last two going hand in hand. In the United States, the railroads
were the first nationwide industry to come under national regu-
lation after a boom/bust period of extraordinary expansion par-
tially fueled by federal land grants. The ‘‘populist’> movement
which battled American capitalist institutions during the last
quarter of the nineteenth century had its first success vis-a-vis the
railroads. In fact, the defeat of the railroads in the political arena
marks the twilight of laissez-faire capitalism in the United States.
In Great Britain, capitalism was also on the decline at the same
time, but in response to other political events (Spencer, 1981).

World War I dealt capitalism another nearly mortal blow. In
both countries the railroads were enlisted in the military effort,
subject to national transportation controls. The process was re-
peated in World War II. Since then, the railroads have become
increasingly nationalized.

In both countries government-abetted labor unions gained tre-
mendous power over railroad property during the twentieth cen-
tury. The many regulations governing the tasks of railroad traffic
and freight handling are almost medieval in their restrictions on
labor. In addition, the pensions of union members, which in the
United States are partially subsidized by federal taxpayers, con-
stitute still another burden on railroad capital and management.

In short, it appears that capitalism lost its first major battle in
the railroad industry. The same public that bought railway ser-
vices in the market voted for candidates who enacted national con-
trols over them in the ““public interest.”” Today the railroads are
one of the most regulated industries in the United States. In Great
Britain, they are owned by the government.

The nationalization process apparently was not conducive to the
economic or financial well-being of the railroads. They have ex-
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i relative decline in the transportation system and tt%e
E:sr':eonfc :geaeconomy for decades. And,'historically3 the economlcti
decline of the railroads is associated with the public ta}(e-over o
ports. Although market changes and new transportation m.odesi
are partially responsible for this declinfe, it appears that natlon;t
regulation crippled the railroads, making therr} re.treat from t ;
port industry. These investments were oft.en liquidated throug
sale or gift to local governments. In the United States, the process
was hastened by bureaucratic pressures from the .Army. Corps of
Engineers, whose head declared in 1?24 that public policy should
compel the railroads to transfer their port assets to the govern-

3

me’lr“lltlére were still other political reasons for the government t-ake-
over of ports. It appears that, in some cases, a temporary private
monopoly or tendency toward less competition within a harbor
offended segments of the public. This led to gover.nment assgmp—
tion of the monopoly power, directly under public ownership or
indirectly through regulation. This is apparently what happened
in the Port of London early in the twentieth century. _

At that time three private companies owned 'the docks. With
the increase in traffic and the larger size of ships, needed port
improvements made it uneconomical for all th.ree of.them. to com-

pete for business. At least one of them fell into fmanc1’a:1 dlf:fl-
culties. A contributing factor was the ““free water clause’’ which
prohibited the companies from charging lighters for the.use of
their facilities. They appealed to the government to pe.rr.mt them
to levy charges on goods as well as on ships but opposition from
wharf, lighter, and warehouse interests as well as the Londf)n
Chamber of Commerce could not be overcome. In§tead, Parlia-
ment established a public body to levy rates on shipping and goods
without, however, altering the «free water clause.”” The act was
bitterly opposed by Sir Henry Le Marchant, a director of th.e Lon-
don and India Docks Company who complained that Pa.lrhament
had discredited his company without really debating the issue aqd
had ignored the fact that the port of London was the cheapest in
the United Kingdom.* N

A similar case took place in the United States. The original
Houston Ship Channel was dredged by a private entrepreneur and
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railroad developer, Commodore Charles Morgan. It was 9 feet
deep and 120 feet wide and connected the City of Houston with
Ga.tlveston Bay. He financed his project by charging a toll for every
sh'xp that used it. Local interests in Houston, however, opposed
this scheme and eventually persuaded the federal gove;nment to

subsidize public acquisition and development of
t
local body.* p he channel by a

IV. The Relative Inefficiency of
Public Ports and Terminals

In bpth countries, government is presently an important if not
dominant agent in most ports. The process has gone further in
GreaF Britain than in the United States. The majority of American
{ermmals are privately owned and operated; government is less
involved in port production except in the area of general cargo
In Poth Great Britain and the United States, it is a local, state, or.
Zf,ilgg?,l body of government which exercises most of the public
Today the study of ports emphasizes management, financing
and regulation by public bodies. Practically all the ’works con:
sultefi assume, implicitly or explicitly, that ports belong in the
pubh.c sector, like police or fire departments, or public utilities
Few in thf? field appear to have reexamined this assumption (ar;
exception Is Bruun, 1976). So universal is this attitude that when
;omeone l'1ke.myself raises the issue he invariably meets disbelief,
: ;a;:da ;)Eggc.:tlons, or simply silence, as if the question had no right
‘ Yet the question is not trivial. Society has an interest in the ef-
flClenF use of its resources. Ports and harbors are resources unique
in their own ways, yet subject to economic analyses like all others
If they are not being managed efficiently, society needs to knovx;
why and whether there is something inevitable about it that does
not permit correction.
Iq thc? following paragraphs I argue that there is evidence sug-
gesting inefficient employment of resources in the public sector of
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the port industry. My remarks are general. While there are many
differences among ports here and in Great Britain, my reading of
the works cited in the bibliography reveals a number of inefficient
characteristics that appear to be common to all or nearly all public
facilities, although in varying degree.

Public ownership or control rescued many port facilities from
ruin, prolonged the life of still others, and has resulted in vast
new investments in storage and terminals, particularly for con-
tainers. A number of policies have promoted this development.
In the United States, these include the authority of port institu-
tions to issue tax exempt bonds; they are also exempt from other
taxation, exercise eminent domain, and have access to public trea-
suries at several levels of government. A few of the largest Amer-
ican ports are under the jurisdiction of multipurpose authorities
which subsidize port operations with revenues from highway and
bridge tolls. In some ports, like Houston, industry located within
the port premises is exempt from municipal and county taxes. In
addition, the federal government contributes toward the mainte-
nance and development of public ports through its dredging ac-
tivities. Similarly, British taxpayers subsidize port operations
heavily.

Despite—or, perhaps, because of—all these inducements, pub-
lic ports tend to be relatively inefficient. In the United States, the
average return on their investment is about zero, which indicates
that too much capital has been invested.® Much of the older phys-
ical plant is in poor shape. In the case of new terminals, they tend
to be underutilized.

In some cases, the port is heavily congested. For example, the
Houston Ship Channel is so congested that the neighboring port
of Galveston derives considerable revenues from ships waiting to
enter the channel. Houston also allocates scarce space to bulky
commodities like cotton where other goods of greater value by
weight would make more efficient use of the facilities. Small ports
are idle much of the time.

Many public ports constitute a drain on the public treasuries.
Yet the interests which use these ports for income or power are
well organized and highly vocal. They justify the financial cost to
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thg taxpayers of the local, state, or national governments by ar-
‘g‘umg that a port is a ‘“‘public utility’” which generates a ho}s,t f
secondary benefits’’ to the localities, region, or nation °
‘ .The'se are pseudoeconomic arguments. The only econc;mic jus-
tlflcatloq for an investment, whether by a public body or a pri\]late
corporatl_on, is that the income generated from it exceeds the in
come which those resources would yield elsewhere in the econom )
No.bgdy has yet come up with a better indicator for measuring tgé
ielfgfle?hcy of. capital than the market rate of interest and, accord-
o this criterion, eve ic p
e ety o de:1311'0ne can agree that most public ports are,
. An al_ternative justification for public ownership might be a
. collective good’’ argument. According to this theory, a public
mvestmegt is justified if there is something about wh’at is pro-
duceq \yhlf:h makes it physically or economically difficult to charge
beneficiaries directly. National defense, local police protecti .
and education, are usually given as examples. o
But clearly ports do not fall under the category of collective
goods. The benefits which they confer on users are highly divisi-
blc?. Access to a harbor, the use of a channel, the berthing of a
ship, the .loading and unloading of cargo, and all the other service
a port.mlg.ht provide can easily be financed—if they are econ i
ically justified—with tolls and charges on ships and cargo ?Frerl_
fa.ct that many ports in the United States and Great Brita;gin.w 5
privately developed and administered during the nineteenth c:rrle
tury and part of the twentieth demonstrates that taxes are unn i
essary to support a port that is economically feasible. -

V. At the Threshold of Port
Nationalization

In both Great Britain and the United States, financing, regulatio
and contrpl of public ports have become increasingl); centraliz nci
at ‘thc? nathnal level. The process has proceeded further in Gr et
Britain, which is characterized by a more socialistic econom i
ented toward ‘‘central planning.’’ In the United States ch ?rﬁ-
lpeetiuls thas come ‘from a variety. of sources including labor
gislation, subsidies for the American merchant marine, control

Political Economy of U.S. and U.K. Ports 159

over railroad and trucking rates, environmental regulations, and
the pork-barreling of federal dredging of channels and harbors.

In both countries, a threshold has been reached calling for a
much stronger direct intervention by the national government into
port administration. However, one should not overlook the fact
that there has been pressure in the opposite direction, t00. For
example, the Reagan Administration is less willing to aid port ex-
pansion, particularly more dredging, without greater local cost-
sharing. The «conservative’’ nature of the Thatcher and Reagan
governments shuld result in some ideological resistance to greater
government port intervention. Whether this is a temporary or more
persistent phenomenon is yet to be observed.

During the last two or three decades, the British government
has been implementing plans that give it increasing control over
the country’s ports. National transportation officials have at var-
ious times expressed the view that the number of ports is excessive
and in need of central coordination in their administration and
development. The Ministry of Transportation has persuaded Par-
liament to create boards or councils for exercising greater control
over the ports. Local resistance has prevented complete nation-
alization but current trends may make this inevitable in the long
run.

In the United States, a large number of agencies and bureaus
exercise some control over ports. Among these are the U.S. Army
Corps of Engineers, the Coast Guard, the Environmental Protec-
tion Agency, the Department of Transportation, the Maritime
Administration, and many others. Federal controls over ports have
often been imposed indirectly as a result of legislation, regulation,
or judicial decisions not specifically aimed at ports. Through its
control of railroad and trucking rates, the Interstate Commerce
Commission has considerable influence over ports. Favorable
union legislation made it possible for the International Long-
shoremen’s Association to become on¢ of the strongest labor or-
ganizations in the country. The union has consistently resisted port
modernization, mechanization, and technological innovation in
general. Similarly, federal subsidies for the merchant marine, as
well as laws that prohibit foreign ships from participating in the
U.S. coastal trade, have contributed to port inefficiency. There

are so many bureaus with jurisdiction over maritime affairs that
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an industry leader describes federal controls over the industry as
‘‘chaotic’’ with little or no coordination between the various de-
cision-makers.’

The Rivers and Harbors Act of 1889, along with related legis-
lation concerning navigation, grants the U.S. Army Corps of En-
gineers practically unlimited veto power over port construction and
development outside of ‘‘harbor lines’’ designated by the agency
itself. The Corps also must approve private projects on navigable
waterways. The Corps subsidizes the maintenance of channel and
harbor depths at most ports and has constructed dozens of small
boat facilities. In cooperation with local bodies which share part
of the cost, the Corps yearly spends billions of dollars on dredg-
ing. Without this aid many ports would be hard-pressed to survive
financially.

In 1947, the U.S. Supreme Court declared that the submerged
land below the low-water mark belongs to the federal government
and only the area between the high and low-water marks belongs
to the states. This gives the federal government control over deep-
water ports and similar offshore facilities. The Department of
Transportation must license all such projects.

In the last ten years the Environmental Protection Agency as
well as bureaus within the Department of the Interior have im-
posed a large number of regulations concerning the ‘‘environ-
mental”’ impact of ports. These regulations have raised the cost
of carrying out routine operations, particularly dredging. Disposal

of spoils is not severely restricted even though according to several
studies the environmental impact of dredging in most (though not
all) ports is less than what is caused by natural forces of tides and
winds.®

The Federal Maritime Commission exercises some jurisdiction
over shipping rates. The Interstate Commerce Commission regu-
lates the rates charged by railroads and trucks. Conflicts between
the two agencies has prevented the integration of freight rates be-
tween land and sea. The ICC also uses its rate-making power to
‘“‘equalize’’ rates between competing ports over their presumed
“natural’’ hinterlands. Port officials lobby against rate changes
that may cause them to lose traffic to competition. This artificially
protects inefficient ports from competition by more distant rivals,

161
Political Economy of U.S. and U.K. Ports
forces ships to make more port calls, and results in underutiliza-

:on of port facilities. N . . _
tlO/I;s ianreat Britain, national officials in the United States re

gard the number of ports as excessive. They h:iive .calleddtfoii;\iid(:is
i t policy designed to -
lans 10 carry out a national por : .
a?i:el’)’ the industry. These efforts have been v1gorously re.51s.ted t;;;
?ocal officials, particularly through the American Asgomat;;;e o
Port Authorities. Until 1972, the AAPA oppoigd _dlrec:l foderd
idi that this would give u -
dies to ports on the grounds . .
il;?lstlage to some ports and be only the first step tow;rgd centralized
i scinded.
1 control. That year the policy was re - o
fec”ll?trxz fiscal burden of many ports has reached the poh}lc;al 3?::;
i Moreover, the cost ot dredgl
£ their local or state sponsors. ne
(l;elow the 30-40 feet maximum depth o? m;)st U.S.tgoci;:é vv:;fh
i i d bringing facilities up
ening channels and basins, an : O e
ippi logy is not economically
the most modern shipping techno ' AN
i tly underway m the Cong
in many ports. So efforts are presently | ‘ e Conerens
i i tions in a few selected po
to authorize large-scale dredging opera d por
on the Atlantic and Gulf coasts. Congre‘:ssme;n frqm V1rglr¥§é
Louisiana, and Texas are lobbying for projects 1n thelr. areasl.) .
politics of the pork barrel are such that the Congress will prc;~ ‘a}ov}j
authorize several projects on each coast. Thx_xs, a new erha 0f o
erbuilding >’ of ports, this time financed directly by the fede

government, may be underway.

V1. Why Port Nationalizz}ti.on will
Not Result in Greater Efficiency

Since Plato’s time a school of thought’in.pohtlcal eccl)pzanzvcg;
social philosophy has extolled the supenorlt'y of centraliz d over
decentralized and public over private planning rpanagemel’11 i
society’s resources, natural or man—r.nade.'ln tl;ls‘paper,
this paradigm the socialist or centralist point oI VIiEW. N
According to this view, control over ports by minis ,efﬁ_
partments, Or agencies at the national'level woulq be mor(;: e
cient than the present decentralized mixture of' prlvatT anl oy
organizations. Greater centralization w‘ould rals.e.the eveldoeval_
tionality in the port industry, since national officials wou
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uate each and every port in light of an integrated plan for ports,
the transportation sector, and the economy as a whole. Wasteful
duplication, destructive competition, and lack of coordination in
the port industry would be reduced by reorganizing ports into a
hierarchy of local, regional, and national centers managed at the
top. Due consideration would be given to public participation from
below. But the interests of the entire nation in the port sector
would take precedence over parochial plans of purely local ad-
vantage. Moreover, ports would then become more closely inte-
grated into the larger transportation network already under greater
central direction—trucking, railroads, and air routes—and the en-
vironmental effects of ports would be adequately taken into ac-
count.

It should come as no surprise that in both Great Britain and the
United States ambitious people who control or influence trans-
portation-related bureaus of the national government tend to ar-
gue along these lines. On the other hand, the view is far from
popular among port and local government officials.

The socialist paradigm has serious theoretical flaws. The prob-
lems are summarized in the following questions:

(1) What economic criterion for allocating resources among
competing ends would natonal officials employ? This cri-
terion has to be measurable, as is the rate of return on
capital, in order to perform the necessary economic cal-
culations arithmetically (Von Mises, 1981).

(2) What common denominator is available to compare al-
ternative choices for the use of resources? In the market,
money serves that function. What is the common cur-
rency of socialist decisions? (Von Mises, 1981).

(3) How would interest-group pressures be avoided at the na-
tional level? National officials are just as responsive to
interest-group pressures as local ones, and are just as
likely to sacrifice economic efficiency for political advan-
tage. While in some cases they might use their power to

close down small or inefficient ports, nothing guarantees
that remaining ports will be managed efficiently. Exces-
sive capacity from too many small ports would simply

163
Political Economy of U.S. and U.K. Ports

give way to excessive capacity in a very few large ports,
and there would bottlenecks everywhere else.

In both cases the relative political s.trength of ex1st1ng ;i:rré;
legislators, party leaders, bureaucratic entrepre?eurs, 11201156_
groups, and population centers as we'll as the e ;ctf)ra; conse:
quences of port decisions would dominate port ¢ mfe t.he  (he
United States, this selection woul;i 1;36 mac.isiizci)vri?}l‘rilf tﬁe o e

ssional pork barrel. bDargai in
erléliiecrg;ggfity partypwould determine? British_ decmops. In bﬁt
countries, inefficient “‘show cases’’ dc=;51gned w1thhmax1rr(1)1r1tr;1 ::‘ o
licity in mind would waste taxpayers: money. Those pstS mos,
successful at gathering support for their bud_getary reque oue
prosper regardless of their actual 'ecopomlc performa(rilc::(; e
very inefficient ports would 1sufrvwe1 1Sf'1 ;;:zegzr;ajlel 1o e
osition to proposals for clo : .

Z?Ol?fgd%ipreceived national subsidies long af.ter 1t].0had ;fe?de:oi
nomically displaced by market forc.es. dowr_lrlv?r. In orltan,t .
have found state transportation officials rejecting a .co?lsu an
conclusions that not all of Florida’s ports ar¢ economica yt\1/1a er._
They fear the strength of the port lobby. Th1§ grf)up‘recenh y It)ate
suaded the legislature to kill a private fuel plpellqe 1.nto the s e
because it would take business away from tt}em. S.1m11ar‘ e>‘<a’mp o
of inefficient interest-group policies are V}51ble in Britain’s tn :
tionalized industries and American irrigation and flood conmr:o-
projects. The inability of the British govef‘nmem to 1turn r;l:)’ ’ gf
losing state enterprises around and the overdevelopme o
water and power in the American West 'by t.he_federa gover nent
are indicative of what port nationalization is likely to bring abou
in either country.

VII. Greater Efficiency through

Privatization of Ports and

Submerged Lands

In order to promote port efficiency, the United States and Great

Britain would have to reverse the policies which they h‘ave pursued
during the last century and to return ports to the private sector.
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Whether such a change must wait for the larger politico-economic
systems of these two countries to undergo large-scale capitalistic
transformations, such as those experienced during the cighteenth
and nineteenth centuries, remains to be seen. But it might be pos-
sible for port policy to run counter to the more general central-
izing trends which presently characterize the public finances and
policies of these two countries. After all, a return to capitalism,
if and when it occurs, is likely to be incremental, and all evolution
begins with some change somewhere in the system.

The following reforms might be considered as part of a program
designed to bring about partial or total privatization of American
and British ports in the next two decades.

(1) Ending national or state subsidies to local ports.

(2) Charging local ports, ships, or cargo for the costs of
dredging, aids to navigation, and other services provided
by higher levels of government. Only the efficient ports
would be able to bear these costs. Marginal facilities
would not.

(3) Selling publicly owned terminals and related assets to
stevedoring companies and other private firms interested
in buying them. The firms would be free to reallocate port
assets to other uses, such as housing, tourism, commerce,
office space, or industry.

(4) Reforming ‘‘environmental’’ regulations so that the ef-
fects of port activities on water quality, fishing, etc., are
evaluated economically. The current approach is to set
arbitrary limits on what ports may or may not do to water
quality, bay bottoms, etc. What is needed is an attempt
to measure, with market prices, whether the costs of lost
income from fishing, recreation, etc., exceed the benefits
from additional port revenues or cost savings. Without
hard proof that marginal costs in fact exceed the marginal
benefits, port activities should not be inhibited.

(5) Selling submerged lands by state or national govern-
ments. Since World War Il the oceans have been
undergoing a process of ‘‘enclosure’ by nation-states.!
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jurisdiction over a 200-mile ‘‘exclusive
adjacent to their coasts. T'hese.sub-
1d be sold to private corporations n}ter-
mineral and fish production, tourlsr_n,
and marine terminals. The appropria-
s would integrate them into the mar-
ket economy, attracting additional capital 1n;estfmg}:\n;;
Artificial islands would proba}bly be construf:te 0 Shore
for the purpose of minin%, }llnduslt?l,éshv(\)/gillriig,b :nfree °
ion. Private owners ot these 1a .
YS:Z;U;;I; infringement of thei.r rights which re;ultedt hf;(i:l.
dredging or polluting activitl.es. They yvogld .ave he I
centive to safeguard the quaht‘y of their fisheries (11(11 wre
or artificial) and recreational sites; hence they wou

3 bR
as protectors of the ‘‘environment.

They now exercise
economic zone”’
merged lands cou
ested in energy,

recreation, ports,
tion of these resource

if these policies were adopted, particula.rly those calling foretr};;:
sale of public ports and submerged lands, industry and comm

iti i ts would expe-
d the British and American coas
o o e e ¢ boom. Revenues from land sales and

m the more intensive use of coastal
al plight of government at all levels
hat reason, such reforms ought to

rience a large-scale economi
taxes on income generated fro
resources would relieve the fisc
in both countries. If only for t
receive serious consideration.
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Notes

1. Bruun (1976) and Oram and Baker (1971).
2. Smith (1904), p. 524.
3. Cunningham (1930), p. 40.
4. Ibid., p. 52. See also Smith (1904).
5. Sibley (1968).
6. National Academy of Sciences (1976), p. 38, and U.S. Department
of Commerce (1974), p. 16, and Hedden (1967).
7. Traffic World (1980), p. 35.
8. Bruun (1976), p. 447, and Herbick (1975), pp. 520-526.
U.S. Department of Commerce (1974), p. 60.
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