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Introduction

The processes of reforming port complexes are extremely complicated1. In most
cases serious reforming activities in ports are undertaken as frequently as once per
generation at most. That, in its turn, shows that the knowledge necessary to manage
this process needs to be developed in most cases practically almost from scratch,
having in mind the generally changed current economic and competitive situation2.

The aim of this article is to examine, systematize and analyse the main means
and methods for reforming port complexes, to substantiate the benefits of a successful
modernization and to put forward a well-grounded scenario for the reorganization of
port Varna-East. The subject of this work are seaports and in particular port Varna.
The object of the study is the reformation of certain aspects of the structure of the
ports and part of the services rendered in them.

While the motives for involvement in the reformation of ports are many and can
be extremely varied, the benefit is real and apparent and it can affect to a greater or
lesser extent importers, exporters, consumers and entrepreneurs. A programme for
successful reform could free governments from unnecessary expenses, thus saving
resources, which can be redirected to social funds of high priority. Also, that will boost
trade and the economic development of the country, it will encourage new regulation
projects protecting the environment and improving security – navigation security as
well as the security of those involved in the port’s activities.

The realization of the set aim is connected with the study and solving of several
more specific tasks.

First: Systematization of the variety of services in the seaports and examination
of the need for improving and modernizing part of the activities performed in them.

Second: Outlining and substantiation of the means and methods for conducting
successful reforms in seaports.

Third: Revealing and argumentation of the actual benefits of reforming and
modernizing the ports.

Fourth: Presenting a conceptual model for the future development and positioning
of port Varna.

1 Hughes, Gordon, Economic Reform and Environmental Reformance in Transition Economies,
Washington: The World Bank, 1999, р. 23-45.

2 Port Reform Toolkit : Effective Decision, Support for Policymakers - T.1-6 - Washington - The World
Bank, 2003, p. 22-28.
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1. Reforming the variety of services in ports

The range of services, which ports offer is extremely wide. However, viewed
more generally, modern ports offer services chiefly in two areas: primary services and
services with added value. The primary services rendered by ports usually include
(but may not be limited to) the following:

• Navigation services
• Terminal services
• Repair services
• Property maintenance services
• Information services.
Some of these services may be delegated to specialized private providers in one

way or another. Therefore a considerable part of the preparation for the institutional
reform of the port should include:

• determining the critical level of public functions and responsibilities, which will
define the role of the state and the local authority as regards their involvement
in port activities;

• specifying the means, which would be needed to maintain each function and
service, as well as specifying the wide range of functions and services which
are to be assigned to private investors or operators.

In addition to the primary port services, ports increasingly offer also untraditional
services to their customers. For example the improvement in logistics is one of the
tools, which gains momentum in the attempts on the part of ports to compete in ways
that are different from price and processing time. In short, ports are trying to improve
the procedure of coordinating all aspects of production and distribution in order to
ensure the provision of the right products on the right markets in the right time. The
key elements for the development of proper logistics strategy3 normally include:

 Rationalization of the price and operational behaviour of the entire supply chain
and using that for determining the location of production and distribution centres.

 Developing strong interrelations between transport companies and sellers,
including also procedures on quality certification.

 Designing a flexible transport system, which would allow fast changes in routes
and a choice of more than one option.

 Development of logistics information system, which is effectively integrated
with production and the trade process.

There exists an important group of activities, which can be classified as logistics
services4. Generally, those fall in two categories:

 General logistics services, including warehousing, storage, loading-unloading
activities, grouping, stowage, pre-packaging, consolidation and distribution;

3 Logistics strategy is perceived as a “system of long-term decisions and actions determining the direction
of the development of company logistics in accordance with its corporate goals and features”. Cited
from Благоев, Бл. и др. Стопанска логистика. Изд. Наука и икономика, ИУ – Варна, 2009, p. 120.

4 Уотерс, Д. Логистика. Управление цепью поставок. М., Изд. ЮНИТИ-ДАНА, 2003, p. 123.
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 Logistics services with added value such as repackaging, standardization, quality
control, testing, adjustment, warehousing, disinfection, internal container
arrangement.

Services with added value gain an ever-increasing significance and popularity,
since producers are trying to satisfy the requirements of their customers, especially
with regard to specialized high-quality products.

2. Means and methods for carrying out a successful port reform

Port reform must be undertaken after a full and comprehensive analysis of the
aims, which the responsible factors on the part of society are trying to achieve. The
institutional reform and the inclusion of the private sector should not be viewed as an
end in itself, but only as a means for the achievement of specific, well-defined and
well-thought out public interests. From among the main aims, which could justify the
reformation of ports, as more significant there can be pointed out for instance the
following: the need to broaden or modernize the capacity for container handling; the
willingness to stimulate the growth of commercial activities, based on distribution
concentrated in the regional port; the need to reduce government expenditure in the
sector, since in this way part of the social funds could be used for other, more pressing
public needs.

From another perspective, the provision of port services is increasingly turning
into a risky undertaking. Increased competition among ports, the long detention of
capital investments, the specialized investments and the sudden rise in the number of
port services increase the probability for these port activities to bring economic losses.
The accounting for this risk and the return on social investment must be the main
concern in the design and fulfilment of the port reform.

The reform in the ports must begin with a clear setting of the goals that are
pursued. After that it is advisable that for each of the points there are noted the
corresponding solutions with the possible options and alternatives. One of the convenient
ways for the visualization of the process of port reformation, as well as the possible
options is the so-called “decision tree”. Its main branches include the following:

 methods for attracting the private sector;
 listing of the key public interests;
 provision of funds for financing the port sector;
 adaptation of the existing frameworks hitherto;
 grouping and restructuring of the services;
 reorganization and adaptation of the human resources;
 assignment of the responsibilities for the actions on the reform;
 ranking of transactions in a well-founded correct manner;
 preparation of the transactions.
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On the first item – methods for attracting the private sector – usually there is
offered a selection of several major variants, which fully cover the entire spectrum of
possibilities for its participation in the port activities. There exist quite a few options,
depending on the particular form of partnership between the private and the public
sector (Fig. 1). These possibilities can seriously affect the responsibilities of the subjects
providing the respective port services, their market orientation and efficiency, as well
as their autonomy for decision-making5.

As regards public interests, two principal questions arise:
• Which ones and what kind of authorities and agencies should be summoned

for the protection and observance of the public interest?
• How should such a structure be constituted and at what government level

should it operate?
As has already been pointed out, the increased participation of the private sector

in the delivery of port services should be regarded as an instrument for achieving well-
defined goals of public interest. Consequently, as a key element in the reformation of
the ports there should be regarded the creation of a mechanism for the protection of
public interests and guarantees for the achievement of the respective goals. During
the creation of such a mechanism it is extremely important to differentiate between
the public regulatory responsibilities and the commercial activities.

Government participation usually takes several forms – strategic planning, technical
regulation and economic regulation. The planning of the future development of ports and
the coordination of these plans with the private entrepreneurs, who can aid their
implementation are among the permanent responsibilities of governments. As has already
been pointed out, the concept of the future of every port must be realistically assessed in
the context of its commercial development and its competitive position in relation to
other ports. There should also be taken into consideration the fact that the projected
growth in the capacity of the regional markets usually evokes a competitive response.
Therefore, regardless of the choice of model for the reform of the respective port,
strategic transport planning must remain one of the essential governmental responsibilities.

The technical regulation of operations is required in order to guarantee the security
and protection of human resources and the environment, in accordance with the
respective standards, as well as to secure the monitoring of the minimum requirements
(particularly under low competition, as is the case of port Varna). Security is one of
the main concerns and tasks with port activities and it is usually based on international
conventions. Yet it must be noted that the need for control and technical regulation
does not change radically in the reforming of ports.

The economic regulation, which is usually expressed in the monitoring of market
quantities and price levels, is needed especially when competition is weak or lacking.
Conversely, under serious competition (whether internal or external), the need for
heavy economic regulation decreases. Therefore the level of competition, which a
particular port faces, plays a significant role for the nature and the extent of regulatory
activities on the part of port operators.
5 Pirrong, S. C. Contracting practices in bulk shipping markets; a transaction cost explanation. Journal of

Law and Economics 36, 1993, p. 950-969.
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Over the past decades ports have been in keen competition with each other and
have made huge steps forward in their development, particularly with respect to an
increase in their productivity. Actually, nowadays ports have turned into the suitable to
control component in improving the efficiency of shipping and transport logistics. In
recent years all this has generated the improved port efficiency, the lower cargo prices
and the integration of new port services. On the other hand, due to the great intensity
in the development of the port’s efficiency, there have grown the interests of the
private sector and the latter takes part in a wide range of port activities. Unfortunately,
we have to admit that port Varna is lagging far behind in this respect, compared to its
principal competitors – the ports of Constanta and Thessaloniki, which have carried
out successful reforms on approximately identical strategies (Fig. 2).

Source: NPDPPT 2010-2020, Sofia, 2010, p. 13.

Fig. 2. Model followed in reforming
 the ports of Constanta and Thessaloniki

3. The benefits of a successful port reform

Extensive research conducted in recent years shows that in broad terms the
benefits of a successful port reform could include the following6:

 From the point of view of the government – at the macroeconomic level,
improved foreign trade competitiveness by means of reduced transportation
costs and more specifically the cost of port services and improved port
efficiency; at the microeconomic level, reduced financial burden on the national
budget by means of transferring part of the port investments and operating
costs to the private sector, and - not infrequently - also increased earnings
from possible divestment of assets and property.

 From the point of view of the operators involved in the transportation and
terminal services – a greater cost efficiency of the port operations and services,
permitting the more effective use of the funds earmarked for transportation
and improving the competitive positions on freight markets; more business
opportunities in the growing sectors (e.g. container operations). 7

6 Port Reform Toolkit: Effective Decision, Support for Policymakers. op. cit., pp. 38-44.
7 Sommer, D. Private participation in port facilities: recent trends. Washington, The World Bank, 1999,

рp. 80-93.
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 From the point of view of shipbrokers, importers and exporters – reduced port
prices and potentially lower levels of the funds allocated to sea transportation.
That, in its turn, results in lower prices of imported goods and intermediate
products, as well as in increased competitiveness with the exports.

 From the point of view of the consumers – lower prices of goods and improved
access to a wider range of products, due to increased competition among
suppliers.

Everything that has been outlined so far would be of interest to both the persons
from the public sector, who are directly connected with and involved in the port reforms,
and to the responsible individuals on the part of governments, the executive directors
of port companies, the port consultants, as well as to all companies and subjects using
port services.

In more general terms, there are three major forces at work, which are generators
of the reforms in the port activities:

 external forces, owing to the competition and technological rivalry between
subjects, involved in the shipping industry;

 the realized financial gains from the participation of the private sector in the
development of the infrastructure and the delivery of various services;

 the diversification and globalization of investors and those employed in the
port industry.

The aforementioned forces at work are discussed in further detail below.
First, there arises the need to restructure the port activities, in order for the latter

to be adequate to the external factors, which affect the port’s viability, such as interstate
rivalry on the global markets, changes in the port and transportation technology as
well as the increasing competition among ports themselves. In planning it is expedient
to determine the allocation of responsibilities for the future port development between
the private and the public sector, as well as to make a decision as to what part of the
funds should be provided by public investors. On the other hand, it must be taken into
consideration by the competitiveness of the respective port, compared with similar
ports in the respective region, as well as the various alternatives, which the users of
the services of the port have. In broadest terms, these alternatives are far more diverse
today, than they were, say, ten years ago. Therefore, the port business becomes more
and more competitive in time and in this era of growing competition new institutional
models are also needed.

Second is the participation of the private sector in the reforming of the
infrastructure. In recent years most governments and agencies have had to report
that the involvement of the private sector can be a powerful stimulus in the improvement
of the activity of ports, as well as in the optimization of their infrastructure. The national
and regional ports arrived at the unequivocal conviction that they could not compete
effectively without the advantages offered by the private operators or, not less
importantly, without the capital provided by private investors. As a result of this, in
recent years stable growth has been achieved in the private participation in port activities
worldwide. Among the countries with a relatively recent port privatization there could
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be pointed out Poland, Germany, Lithuania, Latvia, Estonia, Russia, Japan, Malaysia,
China, Thailand, the Philippines, Indonesia, Argentina, Chile, Brazil, Mexico, Colombia,
Panama, Mozambique, Tanzania, Great Britain and Canada. Also the rates of private
investment in this sector are on the increase.

The third driving force, which affects in a positive way the reform of the port , is
the gaining momentum of late years global market for services assisting port
development. In this area there are established fast growing subjects, the leading four
operators8 being involved in over 40 terminals around the world, the majority of which
are for container operations.

4. Some possibilities for reforming port Varna

The problems facing the various ports around the world hold true to a great
extent also for Bulgaria. Having in mind the aspirations of this country to be fully
included in the European structures and to maintain relations with the entire world,
attention should be paid to the prospects and tendencies in our maritime transport,
specifically to the ports as a door to the world as it is. We should pointed out here the
opinion expressed in the National Programme for the Development of Ports for Public
Transport 2010-2020 (NPDPPT 2010-2020), namely that “the lack of reform in
Bulgarian port relations so far has resulted in the lagging of the entire industry as
regards the technical and technological renovation and thence in further loss of positions
in the competition with the ports of Constanta and Thessaloniki”.

The idea of the relocation, restructuring and full reformation of port Varna is not
new. It was hinted at repeatedly after the end of the previous century, but for some
reason or other its realization till now is at zero level. As one of the main reasons for
the latter there could be pointed out the poor scientific justification of such a move –
something, for which in the next exposition there will be made an attempt at
improvement, without any claims for exhaustiveness. It can definitely be said that the
urgency and the ever more pressing need for such reform are evident, due to the
arguments given below, and also that it would be a huge, but judiciously reasoned
investment in the future.

The present location of port Varna-East has its positive sides, but it also definitely
hides quite a few negative aspects. Among its negative sides there could be pointed
out the problems (to the port and to the town), connected with its “much too central”
position, thence the impossibility for its expansion. Also, we must not forget its limited
capacity, due to insufficient draught, the difficulties in manoeuvring, the old and unreliable
quay walls, etc. That is why there could be substantiated a concrete idea for the
building of a new port, which would take over the activities of the present port Varna-
East. A logical opinion is that perhaps the most suitable place would be the coast of the
lake near railway station Topoli and this is due to the fact that it would neutralize to a
great extent almost all the downsides described above. Research, however, shows
that issues would arise connected with a natural area protected by the law. For that
reason there must be identified another suitable place, having the same positive aspects.
8 PSA, HPH, DPW, APM.



IZVESTIA – Journal of University of Economics – Varna
106

As such location, with certain provisions, there can be regarded the part of the lake
coast under the “Maksuda”. The main arguments are that this region possesses all the
advantages of the present location of Varna-East, and at the same time it will eliminate
or minimize many of the negative points given above. Studies show that there will not
arise any problems, connected with terrains protected by the law, or with terrains,
having unspecified ownership. Separately there must be noted that there would not
arise any difficulties connected with the draught of the sea-going vessels and with the
height of the Asparuhov bridge, since in practice there is used part of the route to
Varna-West.

Here are some of the arguments, owing to which it can be accepted that such a
move would improve the operation of port Varna, in brief:

1. There is preserved (and on certain points also improved) the strategic location
of the port, since:

a) practically there is no change in its proximity to the main waterways;
b) there is improved the depth of the waters (and the possibilities for its

adjustment if necessary);
c) in a natural way there is improved the protection from currents and rough

waters;
d) improved proximity to major centres of production and consumption;
e) there are improved land and air transport capabilities.

2. There is improved the port infrastructure due to the following:
a) lightened manoeuvring in the port;
b) new, more reliable breakwaters, dykes and quay walls;
c) improved and optimized structure (e.g. number and position of quay places);
d) new, more modern and spacious car parks, warehouses and office buildings;
e) more convenient and precise profiling and specialization of quay places.

3. Major change of the currently existing port Varna-East, with a view to the
optimal utilization of the area.

a) as a well-grounded move there can be suggested its transformation into a
passenger port, as this would contribute exclusively to the refinement of
the central area of the town of Varna and would assist its turning into an
ever more attractive tourist destination;

b) also, a sensible and well-grounded action would be the transposition of
Naval Base – Varna to the so-called “old” canal, near the territory of the
military unit;

c) in the vacated site of Naval Base – Varna it would be expedient to build a
modern marina, which would be in unison with the passenger port;

d) with the help also of private investors there should be improved the region
around the passenger port and should be erected a new modern structure
– hotels, catering and leisure facilities, parks, etc.

Naturally, such fundamental reform must be carried out only after a detailed
accounting for all advantages and drawbacks it could lead to. The team engaged in
and authorized for the planning and realization of such a move of enormous public
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importance, must include specialists from almost the entire scientific spectrum -
engineers, economists, architects, statisticians, etc. The present work is a modest part
of the comprehensive analysis, which should be conducted and thoroughly discussed
on a wide public basis.

Conclusion

From the circumstances outlined in the article it becomes clear that ports are
complex and multifaceted structures in which there are provided an extremely wide
range of services. It is precisely for that reason that in the port sector there exists a
much greater circle of models for its reformation than in any other infrastructure of
another intensive sector.

At this point there should be emphasized the principal contribution of the author,
namely the conceptual model for the redeployment of port Varna-East. The usefulness
of such a model is multidirectional and it could definitely be used as a counterpoint in
the discussions for and against the moving of Varna-East.

For a conclusion, from the conducted analysis it can be pointed out that the
process of reformation is not an easy undertaking, and it carries certain risks, the main
ones having been mentioned in the article, and yet it is an activity, which in most cases
brings real benefit and dividends both to society and to the private companies involved
in the process.
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Abstracts

In the article there are considered and analyzed various means and methods for reforming
seaports. The first part of the work is devoted to the possibilities for reorganization and
improvement of the broad and diverse spectrum of port services. Further on in the study there
are discussed the serious benefits and advantages of a successfully conducted port reform.
There is presented and substantiated a conceptual model for the reformation and future
development of port Varna-East.
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