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7183 The World Bank and port development

A. J. CARMICHAEL, Bsc, MICE*

A brief description is given of the membership, financial structure and organization
of the World Bank Group (the International Bank for Reconstruction and Develop-
ment, the International Development Association and the International Finance
Corporation). The internal workings of the Bank are then described and, in parti-
cular, the operations of the Projects Department in the field of transportation. The
work of the Port Section of the Transportation Division is described; also given are
some of the considerations and criteria borne in mind by Bank staff working on port
feasibility studies and project appraisals. An example is given of the processing of
a typical port project from the time of request for a loan to final loan signing. The
Paper concludes with some observations as to how consultants should set about
obtaining new business and of their important and expanding role in Bank-financed
projects in the less developed countries of the world.

Introduction

The World Bank is one of the beneficiaries of what is popularly known as the
‘brain drain’: that is, it empl®ys a large staff of engineers and specialists in
other professions outside their home countries. One purpose of this Paper is
to show that this drain should not be sealed off, because it benefits not only the
developed nations, which are the main suppliers of the Bank’s technical
personnel, but also the less developed nations which need the technical and
financial assistance provided by the Bank.

2. The World Bank Group consists of the International Bank for Re-
construction and Development (World Bank), the International Development
Association (IDA), and the International Finance Corporation (IFC). This
group is one of the specialized agencies of the United Nations. It is an
important and independent member of the growing community of govern-
mental and private organizations engaged in international aid and lending.

3. The World Bank, the senior institution of the group, opened for
business in 1946, having been established at the Bretton Woods Conference
of 44 nations in 1944. After making initial loans to assist in the post-war,
pre-Marshall-Plan reconstruction of Europe, the Bank has tended to con-
centrate on lending for high-priority projects in the developing world. Loans
are usually direct to governments or organizations such as port authorities
or railways, with a government guarantee. A typical port loan may have a
life of 25 years, including a grace period of five years, and interest at 61%;
(interest rates were increased to 619, on 1 August, 1968): this is termed a
‘hard’ loan.

4. The IFC came into being in 1956. It furthers economic development
by providing equity and loan capital for private enterprises, in association
with private investors, without government guarantee. Since, from the nature

Ordinary meeting: 5.30 p.m. 22 April, 1969, Written discussion closes 30 April, 1969 for
publication after July, 1969.

* Chief, Port Section, Transportation Division, International Bank for Reconstruction and
Development (World Bank).
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of their organizations, most port authorities are unlikely to require the services
of the IFC no further description is given in this Paper,

5. The IDA was formed in 1960 to meet the

The financing terms, however,
lance of Payments. A typical

Test, and with amortization as
follows: first, a grace period of 10 years, then 1% per year for the next 10 years,

then 3% per year for 30 years. The borrower pays a service charge of 3-4%
Per year on the principal amount of the credit withdrawn, Such terms are
rightly called ‘soft’. The IDA’s staff are Bank personnel wearing different
hats,

6. To co-ordinate the activities of the various governmental and private

organizations of the capital-exporting countries involved in international
lending, the Bank has organi

cular economies, their development plans, and capital requirements, Such
groups have been formed for Ceylon, Colombia, East Africa, India, Korea,
Malaysia, Morocco, Nigeria, Pakistan, Peru, Sudan, Thailand and Tunisia,
and others are under discussion,

Bankand IDA : membership, financial structureand organization

7. By June 1968 membership of the Bank had grown to 109 out of a total
UN membership of 125 countries: that of the IDA to 100 countries. The
Bank is truly a World Ban k—its member-share-holder governments are spread
throughout the non-communist world, and it finances projects and mobilizes
funds on all continents,

8. The Bank is in effect a corporation in which its members hold shares
and voting rights in proportion to the size of their contributions; for example,
among the industrialized nations: USA (24-8%), UK (10-25%), Germany
(5:09%,), France (4-20%), and among the non-industrialized small nations:
Burundi (0-16%), Cyprus (0-16%), Guatemala (0:14%;), and Lebanon (0:13%).
Voting power of IDA members is approximately similar to that in the Bank.

9. Both the Bank and IDA have their own assets: each
The Bank has three primary sources of funds: the
governments, borrowings, and net income,

is financially distinct,
paid-in capital of member
The IDA’s resources come

its consent, By 30 June, 1968, subscribed capital had risen to over $22 900
millionf—rcinforcing the security offered to investors and enhancing the Bank's

however, made a loan of

* Switzerland, which is not a member of the Bank or the UN, has,
Swiss Francs 50 million to IDA.

t Sums quoted are in US dollars.
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Financial and operating data thj:ough the ﬁn.’imcial year
nd the preliminary forecast for 1969 are given in gp;;egdlicerr.lors e

o Ultimate power in the Bank is vested in a Board o OC e ,Bank

s's:iln.g usually of the Minister of Finance or Governor of the Cen

1

borrowing power.

i f
i t of the authority of the Board o
ber country. In practice, mos _ ol
g}foiaeigor:: r:'; delegated to Executive Dll‘t‘:CQOIS. Tl-:;tJ lPl::clp?;::;L lgf f:)!:-e 1Eans
i Executive Directors. ¢ ns,
A R the‘ tions and other matters involving
i j hnical assistance operations : ‘ i
crelqé;?’is;?uzjsozréescubmitted to the Executive Directors £or thglc') I:l?lrilis:tic;ra&in
i first reviewed by a Loan 3 -
ision. Such proposals are fir : g
apgnlec(:? lgt?nior Banllz staff, which makes recommendations to the President
sis . taff, :
i mits them to the Board. y M 0
Whﬁ, m”;ﬁ;nia;ﬁ; currently has a staff numbermgdlsmh (:}bcﬁut fr? g,{,deE:;;g
: i loyed in the follow -
i m 75 countries, who are emplc ¢ :
prdes?tﬁﬁ?‘?\?}ii:l?ation Area, De,ve[opment Services, EFonomncs, Ir:forl:r;at:l(;nd
Ele:atls‘ Programme Evaluation and Control, Projects, Secretary
egal, .
st i internal operational co-ordination is
incipal mechanism for inter) t
k 13‘:;“ :shtel'lepéounﬁry Working Party which is heac_ied by the T\ree:j [.)re;;;z;tuT:rqs
101?1 officer and has representatives from the Projects, Legal an
Dcllz‘larm'l?l::;i‘ are five Area Departments in the Bank: Africa,_ Aﬁ;&:; Eu;?llz?;
h Middle East and North Africa, and the W@stern. Hem:ispo_or;ﬁnalion
;’ Ection includes the planning, negotiation, admlmstrat:onla;n a(;'trnent ok
l'tl']ending operations in their respective areas. _Each Arezti .:;;cs B,
i rrent information on the countries in its area and i p i
tEcl:!c?rfocr:":::ic studies and missions, appraisal of development péog::drﬁm‘:;,nhiness
. ici ic performance an -
evelopment policies, economic p ; e
“;'egtt)r‘:g\\cf[ers all:d the identification of projects for possible Bgnk{i;ztlll:: ugua]
. 15. The f.ega! and Treasurer’s Departments are concerned wi
' ofessions. _ vy
taslkﬁs Ofl.t:;sebﬂlt- by no means least, is the Pro_lect§ Department \;I}ose a:::t::::li
e n-nore f u]iy described in §§ 18 and 19. T@e primary task qf tt Il-lseiregonr,truc-
?srto identify, help prepare and appr.::lise prc;,]ects;_l::lnf(ti: :;E?ﬁr;sztudies ey
i ation. It also supervises sector a .
5 l?nc];;rﬂfras part of its Technical Assastapce Programme or “l;hen :;:1;112
. tIE‘.‘3 cuting Agency for the United Nations Developmentl Iogrre e
aaN E;?’) It approves consultants selected b){ borrowers apc! l:e fso no g : ;?ar:-
(h i (ert"ns of reference. In conjunction with the Admm:; ra kl b
:n::'lrt it selects consultants who are dirgc:ly erslgﬁigel(l ;agstgzd a::] 'contractual
’ ations on the amounts and term : o
::i:]:;?;régts- and it ensures that the procurement og g::edswai]:f? Si?;vgsdgﬂnes
whi is in accorda
j which the Bank finances is in a ¢ i
thf ﬁ:?ﬂ:ﬁtsror this purpose. In short, the Projects Dgpai:'tmegtfzzfzrt)’ha :
ef‘:’ect is technically sound and financially and BCOnOm]C% yI:.a S :
iI; i-:1 effect, the technical arm of the management of the Bank.
’ ¢ ]

nd credits made ;
Lola':'ns ”?o :ive some measure of the Bank’s operations and the ;vork pn;]o‘;:els]ssei
in thle Projects Department, the cumulative total of the Bank loans a
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credits made to 30 June, 1968, is given in Appendix 2. Transportation tops
the list, with the largest total. Of 545 Bank loans and 124 IDA credits total-
ling $12 935 million made for projects, some 218 were transportation projects,
totalling $4270 million. These were divided as follows: railways 429, roads
44°%,, ports and inland waterways 107, airlines, airports, shipping and pipe-
lines 4%4. Bank loans and IDA credits usually provide the foreign exchange
component of projects financed, and amount on average to less than 50%; of
the total costs of projects. The aggregate investment undertaken to date is
therefore in excess of $26 000 million.

Projects Department

18. Each project financed by the Bank or IDA is subjected to searching
scrutiny. Investigations are made of the economic, technical, managerial,
organizational, commercial and financial aspects of the project before a loan
or credit is negotiated. During the construction and procurement stage of a
project supervisory visits are made and, after completion, the Bank continues
to be interested in the borrower’s progress. Most of these activities are
carried out by the Projects Department.

19. The Projects Department, employing a total of over 200 professional
staff, is divided into four divisions: Agriculture, Education, Public Utilities
and Transportation. The Department has also recently assigned respon-
sibility for following developments in the field of tourism to the Transportation
Division. This division deals with airlines, airports, canals, highways, pipe-
lines, ports, railways, fishing harbours, sea defences, shipping and waterways,
and has made loans for most of these categories. It is grouped into three
operating sections: Highway, Port and Railway, which employ a total of 28
professional staff (mainly engineers). An additional 30 professional staff are
employed as transportation economists, financial analysts, and in the technical
assistance activities of the division. Consultant firms and individual experts
are retained if and when needed.

Transportation Division: Port Section

20. The Port Section’s responsibility is for canals, ports, shipping, water-
ways and pipelines. In the categories of ports and waterways, a total of 37
loans or credits, aggregating $439 million, has been made (see Appendix 3).

21. To illustrate the activities of the Port Section and give some indication
of the procedures and criteria involved in evaluating projects, the progress of
an imaginary, normal-to-optimistic example of a port project is given.

22. A Bank economic mission has recently visited and reported favourably
on the member country. Its government is stable and its planning organiza-
tion has evolved, from sectorial surveys and careful project selection, a realistic
national development plan embodying well-conceived ideas as to how best to
apply the country’s limited resources to give the maximum possible sustained
development. The development plan incorporates the result of feasibility
studies on which consultants have been employed. In this plan, the transport
sector is, as is often the case, the largest (15-25%7) in the total public invest-
ment, of which port development may form a relatively small but crucial part.

23. The Area Department has indicated to the Government the Bank’s
willingness to consider the port project for financing and has passed on any
relevant papers to the Projects Department for consideration and possible
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appraisal. The data submitted to the Bank are reasonably complete and an

appraisal mission is scheduled. Sometimes a questionnaire is sent to the

appropriate ministry and/or the port authority asking for additional

information. :
24. Information required includes:

(a) the location of the port in relation to the transportation network of
the country and other ports:

(h) a physical description, giving number of berths, etc., cargo-handling
equipment, ship-loading/unloading installations, floating craft, etc.;

(¢) past traffic statistics, showing the number and types of vessels and the
annual tonnage of cargo for each of the last five years, separating
bul}c from brepk-bulk and liquid and dry cargoes, and indicating
main commodity groups;

(d) future traffic projections, annually for the next five years broken down
by commodities, and for about ten years thereafter on a more
general trend basis;

(e) operational information, such as berthing procedures, ship turn-
around time, productivity of port labour, etc.;

(f) port dues and charges, including storage, stevedoring, lighterage,
equipment hire, etc.;

(g) financial information, balance sheets, income and expense statements
for the past five years, projections for the next five years, and the
trend thereafter for five additional years;

(h) an estimate of the project cost, broken down to give local currency
and foreign exchange requirements and the basis of the estimate;

(i) economic information, statement of main benefits to be derived from
the works and equipment.

25. The above information is expected to be prepared prior to the departure
of an appraisal mission. This wish is not always realized, however. The
mission normally consists of an engineer from the Port Section, a financial
analyst, and a transport economist. The appraisal mission takes about 3-4
weeks in the field and some 4-6 weeks for discussion and report writing in the
Bank. Should the commodity forecast need additional study, this may
involve the Bank's Economics Department carrying out a detailed investigation
of the world market prospects of that particular commodity.

26. On the economic side of the appraisal, increasing use is being made of
sensitivity analysis to determine the effect on the rate of return of variations
in certain components of the project’s cost, fluctuations in traffic growth, and
differences in the estimates of unit benefits. Also, should the Bank staff be not
sufficiently expert on a particular aspect of the project, a consultant may be
engaged to advise on, for instance, the amount of ore reserves of a mine
supplying the minerals for export, berthing requirements of hovercraft, the
hydraulic characteristics of a half-constructed breakwater, or the effectiveness
of a radio-location fixing system. Such additional investigations, of course,
take time, but if they are not required, a first draft appraisal report can reason-
ably be expected some 8-10 weeks after the mission’s arrival in the field. A
further month or so may be required before the draft is cleared through the
section and division, and a modified report is sent for Working Party con-
sideration. The Working Party modifications are usually limited to legal and
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financial matters so that, within a further 2-3 weeks, the report can be sub-
mitted to the Loan Committee for consideration,

27. If approved by the Loan Committee, representatives of the member
government and the port authority are invited for negotiations. These
arrangements may take a further 2 weeks, so that some 4-5 months may elapse,
in the case of a smooth operation, from the arrival of the appraisal mission

of Transport, a government lawyer and the Chairman and Chief Engineer of

likely to be encountered during negotiations. These might range from changes
in the administration, tariff revisions, accounting Improvements, modifications
to the scope of the project, etc.

28. On completion of successful negotiations, the report is again modified

and is presented to the Executive Directors for their consideration and decision.

Port projects: some considerations

29. The Bank takes considerable care, and so far has been remarkably
successful, in ensuring that the projects it finances will be financially viable and
yield a good economic return, It is not only interested in the prospects of
loan repayment but also in financing projects that will best contribute to the
development of its member countries,

30. Each port project is considered on its merits and in its own particular

context, but the following general considerations are likely to be in the minds
of the members of a Bank appraisal team.

Port organization and management

31. The Bank does not consider any particular type of organization as the
“be all and end all’ of port administration and operations. However, over
the years its experience has been that a full or quasi-autonomous type of port
authority, with representatives of port users on the board, subject to govern-
ment budgetary, planning and policy control but with the maximum degree
of freedom in day-to-day operations, gives the best results. The Bank has
assisted in the setting up of the Port Authority of Thailand, the Callao Port
Authority, the Israel Ports Authority, the East Pakistan Inland Water Trans-
port Authority, and the Tunisian National Port Authority, among others.

Bank has found, for example, that customs departments, from the nature of
their main function (assessing and collecting duties), are not suitable vehicles
for operating a port. However, port authorities should clearly co-operate
actively with customs authorities both to facilitate the latter’s task and to
evolve methods of cargo clearance suitable for the container age. The Bank

been working with the Government of Iran in transferring the function of
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handling and storage from the authority of the customs to a port and.
ke tion organization specially set up for this purpose. e
na;;ga When the Bank is in doubt about the ability of a port aut m'ﬂwing
X i i it insi dition of financing, on engi
i neering, it insists, as a con
5 g:l'?a:tzglbeing employed. Consultants are also frequently employed to
":r?::)rove management, operational and accounting procedures.

Po;;ﬁm_}_f;f: sBank considers ports as revenue-earning entities and expects

fixed assets employed. A
reasonable return on the net < loy
thm:mt;bl?:fu; may ba 6%, or more, after deductions for deprec:at:?n ang
ll.::eaf:sc:n‘t: service of debt. Port charges should pay the cost of services p‘i hi(::li-;m‘:n
o as to discourage an inefficient allocation of national resources blex;ess
furn would prevent a maximization of nati?il;al bf.x:eﬁts.d x Tpfhzegz?_lna e
< i ined by the financial needs o .
of the return is generally detern_une he fir o .08 the ROk wr S ivne
i ate working capital, contnbutnqns to rese , inte
lal:;lt;lr‘f;:t?gguof debt, and a material contribution to calpltal_ mvest::::{t;.
iti ¥ business of port planning, con B
thorities should concentrate on the 1 _
:::Zrtrzgintaining and operating, and shou_ld not become too heavily engaged in
ﬁnz;nces and real estate not connected with the port.

ic considerations ) wger. 2 Sl 3
Er;);romln all Bank appraisals considerable attention is given to the economic

aspects. The estimated future economic benefits are tf:iial{:ulz:ted.goT:m ]rir:_lagy
i ' i ing larger ships, more efficient car » har 2,
include the economies of using | < e
i i d productivity of labour, re
reduction of labour force, increased pre A by
i i terage, uce
i turnround time, elimmatlc‘m‘o lig
walt:)ngr:;t:]ced insurance premiums, elimination of surcharges placeg on i
gzl;lgge‘sted port, reduced pilferage, faster movement c:)f{'j gqodtshlhl;ou]%;lp:) r:alt’i(:) 4
i ing i ital tied up in goods in the tra ort
with a resulting reduction of capi B the pciation
is i the benefits listed are a
‘pipeline’, etc. This is not to suggest that !
al\)rla[;f:l;: fn all cases. The calculated benefits are summedfan;i con}sp(a’r;(;i\:é;h
' j i te of return i :
i of the project and a dlscountcc_l ra urn
}It:ises;r;yatg fxc;:td as a II:asis for comparison with alternative investments,
perhaps outside the transport sector.

i s - - -
Po;g opeTrl‘::(:)ﬂperations of no two ports are alike. It is difficult, therefore, to

lay down general yardsticks for product]il:'ity. Pllowi;zr.isir; 4&? 5‘:{1)‘3;3:)0?:5
i k-bulk general ca
world, a good rate of handling breal . e
i 1d only be considered as a roug ule "
o e s kability of ships’ hatches, the
i iables; for example, the workability D _
:u:i:gg:'l gi' ;)l-?iftvsaf)perated per day, the availability i{')f app_rtop:z:jte m;c?:)n;acga‘:
i i sheds an

i ipment, the congestion or o(herw_nse of transi
hacr:ih:fa:g;:lapeaks of vessels and cargo, tallying o_f cargo, bonus;f’s t{t) lal:::ut:;;
?;e r;te of customs clearance, etc. Never(helm, it is a reasonable targ
expect port authorities in the developing world to aim for.

ineerin, . -
PO;; en‘?;'l-:z ;ee{:l for accurate cost estimates based on sound technical studies,

including borings, hydraulic and meteorological observations where required,
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and up-to-date rates for labour and materials is self-evident. It is worth
emphasizing, however, that since a loan or credit is limited to a fixed amount
and the borrower has an obligation to finish the project, the government is
entering into an open-ended commitment, For this reason, among others, a
realistic provision should be made for engineering contingencies and variations
in the cost of labour and materials, even though consultants or port engineers
are sometimes hesitant to do so. Again, while it may be thought trite to say
that port layouts should suit the present and forecast traffic flow and be as
flexible as possible to cater for unforeseen variations in volume and changes
in the pattern of the traffic and in its mode of handling, much more emphasis
needs to be given to the technological revolution taking place in all modes of
transport which affect ports either directly, or indirectly by competition.

38. The Bank is at present engaged in studies to determine the optimum
number of berths of a port and the optimum depth of water that should be
provided. Unless a positive case can be made for something smaller, a length
of 600 ft and a depth of at least 32 ft at mean low water would seem appropriate
for present day, break-bulk general cargo berths. For containerized general
cargo berths the possibility of ‘in line’ construction, combining, say, three
standard 600 ft berths to accommodate two large container vessels, should be
borne in mind and such berths should be designed so that future deepening
to at least 35 ft is possible. For modern bulk, dry-cargo vessels depths of at
least 45 ft are expected. While the limits for bulk oil tankers seem to be only
that of designers’ visions, the monsters now afloat or scheduled for service

can normally be expected to load or unload in deep water at the end of a long
causeway or submarine pipeline.

Development plans and sector studies

39.  An important consideration borne in mind during the Bank’s rigorous
vetting of a project is how the project fits into the overall development goals
of the member country. Many countries have development plans which
reflect their aspirations and intentions, and these are frequently broken down
into medium-term plans for a period such as five years. One advantage is
that a more manageable, comprehensive package then results, which can be
financed by annual appropriations from the national budget. Unfortunately
the data on which development plans are based are often insufficient, incorrect
or even non-existent; the technical investigation may be inadequate and the
cost estimates unrealistic, and inhospitable political and administrative
environments sometimes make long-range planning impossible, and even short-
term execution doubtful. The difficulties and perplexities which planners,
macro and micro alike, have to face are many, e.g. the failure of the East
African ground nuts scheme, the topping of cofferdams during the construction
of the Kariba Dam, the 1966-67 droughts in India, the current Southern
Rhodesian political situation, the Arab-Israeli conflicts and consequent closing
of the Suez Canal, the separation of Singapore from Malaysia, the difficulties
in Nigeria, to mention but a few. Truly, ‘the best laid schemes o’ mice an’
men gang aft a-gley”’ !

40. A good overall development plan will identify suitable major sector
developments. However, it is often the case that further study of the transport
sector is required before a particular port project can be prepared with assurance
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ded with in reasonable certainty. While a cynic has remarked ‘the
?(?:dplt-gc?f\ertia is paved with studies’, the Bank' has found’ well-prepared
sectorial studies in transportation to b_e c_Jf great importance in determining
economic justification and orders of priority. ; 5
41. Although the Bank has no set ru_les for carrying out sector s:tu ies or
any particular format for their presentation, a cor_’npre_l'lens_we exammait_u;lr} 1!_5l
expected to determine whether or not the project is viable and 0 1%
priority.®*2 Remarkably, this is the n_ecommelndatlon in many smd:es_. b[n
some cases the Bank may provide assistance in the Preparatlol:l of suita ?
terms of reference for the studies, in !ocatmg f.in_ancmg frorq internationa
agencies, in selecting consultants and‘ in supervising the studies. In. a few
cases the Bank has finanted port studies from its own resources, e.g. in East
i ran and Somalia. g g
Paﬂf-ta?& It),'pic:al feasibility study leading to a port project is likely to be
regional in nature if the country is largc,_ or national in nature if the:- countt.'y
is small. International planning is desirable (especially for c_:onlamer ship
facilities) but is often not practicable. Preferably _the study is done bylan
independent agency (National Ports Council, Ministry of '_Tra_n_sport, Plan
Organization, etc.) or its consultant_s, remov_ed from the_ individual pg_lgs
involved, but of necessity working with them in t.he planr.ung process. The
study should not be deferred until an emergency arises and it becomes obvious
that something must be done. One of t!w most difficult problems t_h:cu the
study team has to solve is that of estimating the volume. and composition of
the future traffic of the project port, based on commo.dlty movements in its
service area. The team’s task is often ma.d‘e more difficult by the lack of
reliable statistics in the field but is often facilitated in the: office, at .the report
writing stage, by the employment of modern analytical techniques and
ili alyses. .
prgl; .abl']]E:'l):: z;';lasiybility study should always clearly state the assumptions made
—after all, we are planning in an envirqnment of uncertalnty—_and should
adequately describe the alternative solutions tl'!at have been rejected. _Th_e
recommended solution should be the one that gwes.the lqwest total of distri-
bution and transport costs. Any worthwhilt:: solution will depend on many
factors, including the relationship of the project port to the country’s trans-
portation system, the ability of any existing ports to handle the traffic or to be
modified to do so, the suitability of the propos_ed_ site for low-cost _construcnog
and future expansion, the advisability of bu:ldmg_ to full capacity now an
benefiting from the economies of scale or of adopting construction by s_tagis,
the possibility of technological changes in cargo-handling and changes in t ;:.
pattern of trade (e.g. containerization of ‘genera] cargo, fewer vessels 0
increased draught and cargo-carrying capa}c:ty), the interest rate used to dis-
count the estimated capital and future maintenance costs and tl'lle‘quannﬁab]e
benefits to a present value, the operating costs of the_new f'aC]]Itlt:’,S (e.g. an
alongside operation compared to lighterage, mechamcglly mfensn:e versus
labour intensive), and so on. A well-balanced presentation, gv:dencmg com-
mon sense and good judgement, combining the theoretical with the practical
should be the objective.
apzf)acll:; the past many ﬁn; ports were built §uccessf glly and loc_ated correctly
without the benefit of modern analysis. This may give the engineers a sense
of pride but also a smugness. New tools are available for our use and we
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should use them. We should be more receptive to our economist friends and
their *with’ and ‘without’ approach to solutions, their ‘cost-effectiveness’,
discounted cash flows and other techniques. We must not take too limited a
view of things. The rigorous questioning of old established and proven ways
of port engineering, although at times frustrating to those anxious to ‘get on
with the job’, may ultimately be the way in which there are jobs to get on with,

Role of the consultant in Bank projects

45. It may well be that the ‘average engineer’, having read the many facets
of project appraisal described above, will exclaim *This is not for me !’, or for
the senior partners of the ‘average engineering consultant firm’ to reiterate * We
are engineers, and have been since 18- let's stick to what we know.” I have
heard both phrases used in London. Engineers should not be dismayed that
the changing approach to studies is not ‘pure’ engineering, or be deterred by
the frustrations of language, culture, and, perhaps, religious differences likely
to be encountered overseas, Iam happy to note that in recent years engineers
have been widening their horizons and consulting firms have been hiring
economists and other specialists directly or have been making joint venture
arrangements with firms employing such experts. For its part, the Bank tries
to ensure that more and more consultants are employed. This has often
meant competition for old-established consultants, While it is understandable
that they have not appreciated it, it has been on balance a successful stimulus
to change and innovation,

46. How is a firm of consultants retained by the Bank or by a Bank member
country for a port study or port project? In the case of direct employment by
the member country (or one of its port managing entities) it is simple: the
consultant goes after the business. Again, while the idea of selling may be
anathema to some traditionalists, the world has become competitive. In such
cases, the Bank is not directly involved in the selection of the consultant but
has the right of approval of the borrower’s choice, and only approves if it
considers the consultant selected as likely to perform satisfactorily.

47. Where the Bank acts as executing agency for the UNDP or pays for
the work from its own technical assistance f unds, the consultant is selected by
the Bank in agreement with the member country. From its comprehensive
files* the Bank selects some four or five firms from different member countries
known to have experience, skill and proficiency in the type of project being
considered, and invites proposals from them. The proposals are carefully
and impartially evaluated, with attention paid to the scope of the work; the
proposed plan of execution: the time senior partners will devote to the work;
the experience and qualifications (including languages) of those to be employed
in the field and in the office, particularly the project manager: the ability of the
firm to carry out the work promptly; other current commitments; and also
whether the work is to be done using the firm’s own staff. The initial proposals
are not expected to give a cost estimate of the services sought, as cost is not
considered the most important yardstick.

48. The best-qualified firm, chosen tentatively, is asked to submit its
financial proposal and is then invited to discussions in Washington. If the

* Details of about 1800 firms of consultants are presently on record.
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overall proposal is satisfactory after these dixussions, and thg costs are :'_e?]soir;-
able in relation to the services to be provided, a contract is signed wit the
Bank after clearance by the member country \_vhtch is represented at the dlsd- g
cussions. There are often advantages in asl_un_g the same ﬁl:m that carrie
out the feasibility study, which includes preliminary engineering, to_prepare
the detailed designs, contract documents, etf:., for the final engineering, anc}
also to supervise the execution of the project. The aggregate amount o
contracts awarded to engineering consultants in connexion _wn_th projects
financed by the Bank and IDA ranges between $50 and $100 million/year.

49, British consulting engineers have a wealth of experience and com-
petence in port engineering. Their ability and |nlegrlt): are well known.
However, they are less agggessive and more sensitive .about drumming up ne\\;
business’ than the consultants of some other countries. lln the past, chh o
the world has beaten a path to Victoria Street. Today, in order to mamtau}
its position of eminence, ‘ Victoria Stree}' h;s to go to the worlgl, shed a lot o
its conservative ideas, become more active in contacting new clients and more
competitive in obtaining new business. T.he' Bank is one ol: the greag&s':
friends of the engineering profession. It is mt.erested in seeing that hl_g
standards of professional competence are maintained, that m;mber counme;
get good value for their money and that consultants are fairly trealed_ an
suitably rewarded for their services. Consultapts must be prepared to give a
client unwelcome advice—to recommend rejection of a non-r.nentorlous
project, even when such advice means the end of the consultant’s contract.
The Bank is also interested in seeing that contractors get a fair deal.

Conclusion .. sl b
50. The activities of the World Bank Group and in particular hose
Transportation Division in the realm of ports havg becq c'iescrlbed. Thf:
Bank has been referred to as a beneficiary of the *brain drain but the flow is
not all one way. The skills of the Bank’s staff of many nauonal!ues are
employed to the benefit of all members of t_he Bank group; the services and
manufactured products of the ‘haves’ are directed tp the urgent needs of t_he
‘have-nots’, to the mutual betterment of all. As an |_nlemat|qqal co-operative
organization, the Bank group is freque_mly ip a unique position to act as a
catalyst in helping member coumrics—us_ voice is often heeded when others
are ignored. Transportation, be it by _rall, road or water, forms the p‘lodern
sinews of any nation’s economy and is in great need of improvement in most
cog;'.meé;rgineers have an important role to play.and .tljere isan ever-increasing
need for their services, their ingenuity, and their ability. The hopes, aspira-
tions and intentions of millions in the less developed nations of the world
high-light the magnitude and urgency of the lask_. T_he World Bank gro;:p
can, with plain common sense leavened by some l_deallsm. also pl.ay a useful
and important part in this great endeavour. I? is hoped that, in the final
analysis, it may be said of the World Bank that it truly was _the.frlenc{ of the
civil engineer in that it greatly helped him in achieving his ob_}cc.twe of dlrect_-
ing the great sources of power in nature for the use and convenience of man’.
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Appendix 1. IBRD: Financial and operating data by fiscal year (1) (actual through fiscal year 1968 and preliminary =~
forecast for fiscal year 1969, in $ millions) =
(@]
T
Through | 1962 1963 1964 1965 1966 1967 1968 1969 >
1961 (2) w
Balance sheet ¥
Cash it AeuTIHERY. G2 BEE meie TN o B 1407 1797 1738 1589 1595 1417 1305 1167 1550
Receivable fromilonns. . o0 o s o b o el “203Y 2979 3185 3472 3831 4226 4751 5215 5667
Receivable from subscribed capital . . . . . 468 449 436 437 465 509 502 479 449
Land and buwildinga’, Lo o e 12 18 21 21 21 23 24 29 36
Accruals, prepayments and other assets . . . 61 71 79 79 95 103 118 125 139
Totaliasgets: T AN EREEE R S L I e 5314 5459 5598 6007 6278 6700 7015 ;841
DUeo R Aell Pl S S g o e 2l 50 115 154 102 116 125
Fundedidebl-ors ialee i ia e WS L ] e 2521 2519 2492 2724 2806 3075 3290 4005
Miscellaneous liabilities . . . . . . | | 34 43 46 42 43 49 53 59 73
Capital and reserves: (a) Special reserve . . . 194 224 255 288 289 290 290 291 291
(b) Retained earnings (3) . 408 476 558 606 668 732 892 965 1053
(¢) Paid-in capital (4) . . | 2015 2050 2081 2120 2168 2247 2288 2294 2294
3 e ] 3 A RS e (B ¥ 2750 2894 3014 3125 3269 3470 3550 3638
Total liabilities and capital . . . . . . .| 4879 5314 5459 5598 6007 6278 6700 7015 7841
Income and expenditure X I 4 e
Income from (@) securities . . . . . . . 207 54 59 62 62 63 72 66 75
) B IGRHR TR AR i v 936 163 175 189 205 227 256 284 325
(6107 1T O SRR R R - e 6 1 1 1 1 2 4 0l 8
DO & 7 o et 7 o | U8 | 208 | e | oee f 295 | 553 | HsT-l 406
? ! | 31 34 40
Admin. exp..and development services . . . . 98 13 16 19 22 30
MNEIPITONDOITOWINES " 0 5 o & o G woew 432 97 102 lﬂg 10c23 llg 123 lg; 19;
Financial expenses (5) . . . . . . . . 17 10 4 b el e I
G OBN EXDONREENE Tl e b A 1y o 0 547 120 122 121 130 152 E ﬂ E
MetaRe oS (AL s B Bl b v, R L 602 98. _!_13 131 Eg ﬂ _1'_4‘9 ﬂ _E_S'
Memo items 44 71
Numberof commitments: . 5 Lo wlow 292 29 28 37 38 37 47
Amount of commitments to (g; ni?:tgnries ks 5791 882 449 810 1023 839 ?(’a;; 847 1200
( .
Undisbursed loans held by IBRD (7) . . . . 1096 1470 1245 148g 11152-3’ Z?gg 2%3; zggé 233;
%ep: . ed IBPID on(};oans T U S a8t 615 55 606 665 783 765 820
isburged onilodns (8): & . 0 v owaah i
Borrowing by IBRD: new issues I 8892l am 121 ol O ) R T
Less debt retirement . e 4 _IE‘? 18 . S —— —_— - —
NeLBOIIOWINGS & 0 d o cm B e [ 52424 104 -5 -32 250 64 504 | 215 | 558
Increase or decrease in ‘cash’ +390 -59 | —149 +6 | —178 | —112 | —138 | +383

Notes
(1) Balance sheet data are as of the end of each fiscal year. - : | e W e
ies, includi lated memo items, are as 30 June, 1961; other entries are totals up to that date fro k %
8} 'Il;‘?:ll?l];?cer: r:geisrxrﬁ?\'ve'%i:: lc:nhsll::cd to retained earnings in the year in which such transfers were ‘earned’. Data for end of fiscal years 1968 and
Cant assunt:e trgnzfebrs i 50%"05 -4 inscﬁlmﬁe'biliion at 30 June, 1968 '
4) Capital subscribed but not called was $20: i : o . g dovaliation o nitie ot
1 i ization of bond issuance costs, discounts on sales of loans, and net losses from dev [
E.SJ P;ggnnﬁz?llioe; fne rt‘issf:';nllgec;.lll'dl%f:asr;ror!l‘helaudilors recommend that devaluation losses be charged to retained earnings rather than treated as a deduction
St foco income.l lated befi llocations to special reserve
i i cfore allo PR e
5?} S:h%?gﬁwdl:;aoi:; do not include commitments not yet effective. These amounted to $371 million at 30 June, 1968.
(8) Disbursements are net of exchange adjustments.
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CARMICHAEL
3. World Bank loans and IDA credits: ports and waterways

o
E § Appendix : ; ;
T | de< v |50 % 2% projects. Totals by countries cumulative to 30 June, 1968)
2 Eﬁﬁ @ |NN"'° ik IEE*;:} Il § Country Amount ;
E = E Africa US $ million equiv.
w e Congo (Belgian) 5:58*
c & Congo (Brazzaville) 11-60*
oy L0 - Y T East Africa 5:00*
§ 28 | F|Bg 9| F8ERS o Mauritania 2:50*
@ §'§ AR A k- Nigeria 13-50
s = Ruanda Burundi 2:10*
c =& | Senegal 4:00
o o S —— l South Africa 1-18*
L it
] -3 i | eI eI @3«, Total: Africa (excluding N. Africa) 4546
g | B |RIRESST 187887 178 |5 : e
- w o Asia
b Thailand 7:66
Lo =5 : : o A China (Taiwan) 2:18
o it g India 7519
2| 2 Pakistan 3§-gi
5| F = |G b o @ Burma 13-
= g - |h“ ITHIZ ISR || ]| a Philippines 7:38
g z Singapore 15:00
B e Total: Asia 160-29
© ch
[}
-] o = ) O el =l Europe
m e — ol ! i
T < E ‘ §~o | g ”B"-’.E;EW¢ [ ] g lsigfgi:_lum ig%
o Turkey 16:30
b 4 LT, £l ! Yugoslavia 0-60*
§' 8Z%7 o Total: Europe 86-90
ey =1 v 0100 = =l | e e
S| g3 | |88 1% 1308879 (718 Middle East and N. Africa
> =
a &< - Israel 2741
8 Sudan 3:20
?g e R o = = Tunisia 699
= r United Arab Republic (Suez Canal) 56:50
| = = ; il
“H A |RE=QRRITESEURE" |8 Total: Middle East and N. Africa 9410
- A & U Western Hemisphere
s S SRS it LS & Ecuador 13:00
T S — <l 2B Honduras 4-80
c g & = & Nicaragua 3:20
§| v anEenEEaa s §= Paraguay 319
o S *8 Peru 21-19
TR R g e ilier
:‘E - g g_ ........ = E Total: Western Hemisphere 45-38
o B'E g E.E A lasi
© e s i 1 -1 B ustralasia
o o gy §3%¢ ga New Zealand 711
2 g wE Sy @t HES v P e
: 5 545388, 88 - 888 | 37 Grand total 43925
% 2 E3B888EE. B B8 % | £8 _ B
5 £ ERLERIERE E Spaag 8 e * Part of a multipurpose loan.
g G SSSSeSEgZgsfii 2 | 8%
o 8 37)'&.3 2 E E é‘a g § § References
< b~ HeE<S20oms O . 2 1. KinG J. A. Economic development projects and their appraisal. Johns Hopkins
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2. ApLer H. A. Sector and project planning in transportation. Johns Hopkins Press,
Baltimore, 1967.




3
[+
g
g
8
&
w
. &
g
.
3
g
3
2
3
L17]
g
7

nted in Great Britain by William Clowes and Sons, Limited

London and Beccles

7183 DISCUSSION

- The World Bank and port development

A. J. CARMICHAEL

Mr Carmichael

The period between writing the Paper and presenting it saw considerable changes in
the Bank, reflecting the influence of the new President, Mr Robert McNamara. The
number of projects under consideration doubled over the past year, and we have had
to expand our staff to handle this increased workload. Gross borrowing during the
first nine months of 1969 was $1100 million. We have a five-year projection for our
lending operations. The five area departments referred to in the Paper have been
increased to six; the port section has been upgraded to the Ports and Pipelines Division.
During the fiscal year ending 30 June, 1969, we hope to make nine loans amounting
to $144 million. This would make a grand total of 46 loans aggregating $584 million
for the Division.

53. During two recent project appraisals we developed a mathematical model to
simulate operations of ports and assist in determining the best project under given
conditions. The Bank has prepared a paper entitled ‘ The optimum number of berths
of a port’, and is presently working on one dealing with the optimum depth.

54. 1 should like to draw attention to the Pearson Commission established in
August 1968, when Mr Lester B. Pearson, the former Prime Minister of Canada,
accepted Mr McNamara's invitation to head an independent international commis-
sion to examine the progress and problems experienced in the field of international
aid and development assistance. This commission hopes to complete its report in
September 1969.

55. Bank membership now totals 110 member nations and IDA 102. Our total
loans and credits to 31 December, 1968, were about $14 000 million; during 1969
lending will be about $2000 million and in 1970 about $3000 million.

Mr D. C. Coode, Coode and Partners

In § 17 of Mr Carmichael’s interesting Paper it is stated that the foreign exchange
component averages less than 50%; of the total cost. Is this the average for all trans-
portation projects and has the Author a separate figure for port projects? My
experience on three recent port projects is that the percentage is between 60 and 70.

57. He has stated that in developing territories the rate of handling general cargo
is between 140 000 and 150 000 ton/year per berth, and I assume he is referring to a
berth length of 600 ft. While I cannot draw on as many examples as Mr Carmichael
has available in the Bank, I would have expected the figure to be nearer 180 000 ton/
year per berth, and I would be interested in his comments on this figure.

58. At the end of § 37 the Author states that more emphasis needs to be given to
the technological revolution taking place in all modes of transport which affect ports
by competition. This is true, but who 30 years ago would have anticipated hover-
craft, jumbo jets, 200 000 ton oil tankers or even container ships? With such rapid
changes and developments it becomes increasingly difficult to prepare in more than
generalities, port development plans for more than a few years ahead.

59. It is, of course, right and proper to indicate where berths can or should be
built to cover the anticipated increase in traffic, although I would question the accuracy
of any figures purporting to forecast traffic beyond the next 10-20 years, but how can
anyone forecast what will be needed and what it will cost in 50 years’ time? Some
startling and as yet unknown design may be devised, the cost of construction of which
is anybody’s guess. Even the way in which import cargo may be removed from the

Paper published: Proc. Instn civ. Engrs, 1969, 42 (March) 331-345.
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port or export cargo brought to it in 50 years' time cannot be forecast now. Does
Mr Carmichael agree with these views, and if not in what way does he differ?

60. The figures in § 38 of 600 fi berth lengths and 32 fi depth at low water have, of
course, been the yardstick for a number of years, but I am somewhat surprised at
Mr Carmichael’s suggestion for a design depth of at least 35 ft for future container
ships. When considering the design and cost of a berth, especially if dredging is
necessary both alongside and in the approach channel, there is quite a difference
between a depth of *at least 35 ft” and one of 40 ft, The first of the two container
ships for the Europe-Australia service draws 35 ft, and allowing for clearance under
the keel, some periodical silting at the berths and exceptional tides, I would have
thought that a depth of 38-40 ft alongside seemed advisable, My firm are currently
engaged on the design of some container berths for two ports and the World Bank
have asked us to design for a future dredged depth of 40 ft,

61. In§ 47 the Author has explained the system adopted by the Bank in evaluating
proposals. It requires such firms to name the individuals who will be engaged on the
project both in the office and in the field; it is, to say the least, difficult to state that
Mr X or Mr Y will be employed on this work when it is not known when the assign-
ment will start, whether other assignments have been obtained meantime on which
the proposed persons will be employed, or whether in fact Mr X or Mr Y will still be
with the firm. | suggest that since it is the firm that is being selected to undertake the
assignment, and since no doubt all firms organize their work in different ways, to
give the names of individuals and the time to be spent by senior partners cannot be of
any great value to the Bank. The partner handling the assignment can call on the
expertise of his fellow partners and the senior staff, and any report submitted is the
collective responsibility of the partners,

62. With regard to the remarks in §49 on drumming up new business, I presume
Mr Carmichael is not suggesting that as Corporate Members of this Institution we
should ignore the rules of professional conduct laid down in By-law 29,

63. The Bank may well be a good friend of the engineering profession but, if I

tion received from the Client,

64. Finally, Mr Carmichael has made a categorical statement that the Bank is
interested in seeing that the consultants are suitably rewarded for their services, |
would be interested to know how the Bank tackles this problem, bearing in mind that
neither the consultants nor, in fact, the contractors, get paid until the borrower has
certified the account for payment by the Bank, It is of little comfort to a consultant
to be told that he will eventually get paid but it may take a long time. Consultants do
not have unlimited working capital and under the existing tax regulations their profits
are assessed on accounts submitted, whether paid or not, and they would hope for
reasonably prompt payment.

Mr V. H. Gritton, Sir William Halcrow and Partners

I congratulate the Author on submitting a Paper which has, I am sure, been of great
interest to engineers who are at present dealing with World Bank matters, and also
to those who are hopeful of doing so in the future.

66. 1In§ 10 of the Paper it is stated that ‘by 30 June, 1968, subscribed capital had
risen to over $22 900 million’. In Note (4) of Appendix 1 it is stated that ‘capital
subscribed but not called was $20:6 billion at 30 June, 1968°, However, in the final
column, for 1969, the figure of $5667 million is shown as being receivable from loans,
This seems a small proportion of the capital subscribed. In § 18 it is said that the
Bank only makes a loan after it has satisfied itself thoroughly that the project is a
sound one technically and an cconomically viable proposition within its own rights,

266

7183

i j by the Bank have proved to be
is stated in § 29 that all projects _ﬁnanced
:L;:ciil.?::l I would suggest that it is possible ]t‘hal_l?g:_l_liankr Ta&(ﬁ;ﬁn;ﬁg!:mm?ﬁ
ious tl i ini sessment of the viability o 3 )
cautious than it neegi be in its assessme itk b
i on some of its requirements a grca[er use o s
f-::g‘cc?han approximately 25%;, which the figures in tl'ltehl’:ipn:;'1 :::3; rtop;];;:;\gl.e .
i i i ing to ensure that w
67. The Bank is clearly right in trying l ke poete
i iti hich can make a reasonable return on :
should be revenue-earning entities W o oo
dering whether too much emphasi ; g ‘
employed. However, | am wonde A . ich i ¥ ki
is criteri mentioned in § 29, that is, p
this criterion compared with the wider aim Tnetin NEh (It e Frompen
jects that will best contribute to the overall develop v
::;-ficpsmje;;:'thermore, some consideration should also be given to the advantages to
" rld pattern of transportation links. .
theﬁg emi;:;r\i\;c; ic:apmind that even in the more deveiopfd countries sombi ]t:’c?:: r:‘igld
' " more may ’
i iffic fit, a target of a return of 6% or I ; )
e e rr}ake o ey on ible economic benefits are listed in § 35,
tious for a developing country. Many possi ‘ . ol 0 822
speci sts of transporting goods to a 2
but these are all specifically related to cos : o aufiane
j i t can often stimulate the economic exp
the port, A major port improvemen 1 : i e A
i I should like to know if any num
the whole country in many ways, and g ph i
i he discounted rates of return are calc .
available for such benefits when t e P il i e Ve
t on the whole of a country as a result of building seapo
:atilf;;rtesﬂz‘::cld be given a great deal of attention when considering the viability of the
SCI;“:)m':'ln § 37 it is stated that *a realistic provision should be t_‘nad'e for en_gin;e:;]ngl
conti.ngcncics and variations in the cost of ]ail:;)ur and_ ?ate:':;a[gscé ntr::’:ll?:f'obleﬁ-l
i ite i igati have been carried out 1 ¢
satisfactory site investigations and surveys ha : ol g
i isti isi tingencies but when i
i a realistic provision for engineering con genci ; .
::rtl)nTi?]]::lr?gg variations in the cost of labour and :nater!als. in oit;i:; :t?{ﬂz’ :?ni:::;fét
e i i he Author has given an
there is a very different problem, T S 8 ol o
i i i k financed project. He has admi
involved in preparing a World Ban o e
i nd many of us have had experien q r
periods can be much longer a _ . : e g s
s whi try is making up its min ¢ Ly
years while the borrower coun : e s
j t sometimes occur whic
the project. Changes of governmen S ! Wit
it i i i an economist to put fo g
and it is almost impossible for an engineer or : Ay iy
i te forecast of the total cost of the p !
which he would be confident are an accura ( KR O 40 D west.
t puts forward his estimates e
70. I suggest that when a consultan oL et
i ing conti ies included he should add a statement to say
engineering contingencies include sho : e 0y
- thin a specifically stated pe 1
are based on the works proceeding wi y whir e
te should be increased per ye
should also state by how much the estima ; bieian il
i i i leting them. The Bank shou p
either getting the works started or in Eompr ! ol s pal
i - theincrease. Inthis way nei
to increase its loan to cover a proportion o . i vy engrsa;
ntry applying for the loan would have a comp y 1 i
:3{1 12:: 'I:I?: vezy II::.::u?’t they would know the cost of delays. This might produce
somewhat sooner, ;
dc;llslon;;‘?:n or five consultants may be askcddto prcparellprt:tr):;(:s:l:r; s{:: stxdtl_:?l:
] i Is and one consultan A
The Bank has to consider all lhcsc.propnsa 'idipheny e doy
i by the consultant to prepare his study, \
amount of money will have been paid s s U
i ible for the Bank to have a fund so that tl'!e unsuccessfi .
“e\t:'it?do:glll?(]:f‘ I?;ving done a job which may contribute something to t.l’ic final project
l\-.\v!'lcr'l the Bank is considering the scheme of the successful consultant ?

ter University
Professor D. M. McDowell, Manches ; , y
Several years ago 1 was privileged to work on a projcct_wnh wl;n.h ?c&?:;?‘f;?:
were closely associated. I worked first of all f‘orflhe Umlf’:l ]Nan:);:; ere; oL
anc ization and later as an employee of a potential customer e Wor
:;:r:-lf otlglfilllzzl\: me an opportunity of seeing both sides of the preliminary inquiries

267

'

—

»




DISCUSSION

into a port project carried out by the World Bank, and it was a fascinating and

valuable experience.

73. In his Paper Mr Carmichael has outlined the stages of the investigation of a
project and made it look remarkably easy. This might be the case when there is an
application for an entirely new project, in virgin territory, where large decisions can
be taken without too many interested parties, but when the case involved is that of
a well-established port, many factors come into it—politics inevitably and the person-
alities of the people concerned, their ingrained habits of working, etc. All these
come under the close scrutiny of the Bank. The effect of this on the customer is
considerable and very beneficial, even though he may not get the money in the end.

74. Mr Carmichael made out a case for engineers to take a wider view of their
responsibilities. In the past, port developments could be based on quite simple
considerations and engineers could play a major role in planning. With modern
technology it is becoming more important and more advantageous to carry out com-
parative studies of alternative schemes. Not only are technical improvements very
considerable but the whole situation of ports has changed. Methods of transit,
communications generally, methods of cargo handling, have all altered so much that
the hinterland of a port and its interaction with the community have to be taken into
account in a much broader manner than hitherto.

75. This raises a matter which is in the minds of many people at the present time,
that is, the role of the engineer and how he should be trained to meet that role.
Fifty years ago an engineer could initiate a scheme, design it, cost it, supervise its
construction. Now he has to work much more closely with politicians, administra-
tors, and economists, in evaluating a scheme, and his share in the final job may be a
very much smaller proportion than we would like it to be.

76. 1If an engineer has the traditional training of three years at a university and
three years' post-university experience as a minimum, he will be forced to rely in-
creasingly on the advice of professionals in other fields—economists and such people.
His role has degenerated already in many cases, to that of a high grade analyst and
supervisor of engineering construction.

77. It is increasingly hard to get good students, for somehow the image of the
engineer has been lost. If the engineer is to regain the initiative in planning and
executing major works, he will have to acquire special skills or employ people who
have had a training in these special skills—economics, management, administration,
etc. If we are to train engineers in these skills so that they can talk at a professional
level with specialists, we have to alter our educational system beyond its present
straitjacket of a three-year undergraduate course. One way is to make the course a
four-year undergraduate course, but I think the profession will have to look more
and more for people who have taken additional courses, for example, in maritime civil
engineering, in management, in economics, and it will have to reward people who have
done these courses suitably for the extra time spent in training. We would then
attract people into the profession who know that they will be rewarded for special

skills.

78. At the moment there is a real lack of good university postgraduate courses.
Those that are put on do not attract enough people. If the profession makes it clear
that it will reward people and will co-operate with universities in deciding on useful
objectives, then the universities will respond and produce useful courses.

79. In drawing attention to the need for professional engineers to become much

more widely involved in planning operations, I think Mr Carmichael has done us a
very great service.

Mr M. E. Gibb, Sir Alexander Gibb & Partners

I will concentrate, perhaps not surprisingly, on the section which deals with the role
of the consultant in Bank projects.

81. To the consulting engineer the Bank represents stability, respect for integrity
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i i A int’ i iticism but merely
: i cial security. ‘Up to a point 1s not a criticism |
- w:hg?";:‘rﬁg:ﬁde has po{nted out. There is one thing we pgruc'u:.larh;.
ﬂpmﬁe in the Bank's method of selecting consult_ing_engmeery;: they do it wit o:n
apr::mec to price-competitive bidding. This practice is becolm:]qgka:lhto;a f:l):n:.jel:s 2
- i i i in Britain. I think the
i ing attempted in the public sector In . ] 1
:ll:i‘z\ilnsge:i:nt:;lcgby refraining from its use. British consulting engineers object most
.l- - - -
Strgznglyutsf:srtunately in the international field we are competing aga.ligitiwnt';zt;ys
oun'lries which do not belong to FIDIC. _Are we to decline over:;:eiag i
fo quote terms and leave our prospective chentz lohgo to sornet :l;)f;) b e
i f us conclude that we mus :
Box e Chrv ik M_any i We have the choice at least
i ompetitors with their own weapons.
8 ‘:s‘;;:-irae:lg:if is apfery critical choice—of liberalizing to some extent our apg;?‘::_:lt:
:,:ihe ethics of price competitive biddinghor of rum;m;gw itllineg ;1::: nc:: : :;r::g; o
rseas work. 1 hope that these remarxs y :
r;{iné‘ggr?u?:h?:;‘s challenge in § 49, where he advocates a more ageressive attitude to

getting new work.

London Authority

Mr N. N. B. Ordman, Port of } ‘

1 have a particular pleasure in commenting on the excellence of Mr Carmichael’s
i tulating him. K .

Pag:r a?‘:'ul::l ‘:acl'?gi Paper extremely interesting and very welcome. (It flst hceasypag:
me t;:a say this because I am not a consulting en.gmeerm ) h]'hllzl :tjt:lﬁ:?];l (?evelopmcnt
i losely engaged my attention is that whic als wi pme
wlmChaE?issecm?;;;t?die: (8§ 39-44). There have been many discussions 1n lt}h::;:;;u:::;
pl:;]jt the nature of port planning, and there has been broaq agreement t ad s rl:k ixs
2:3 now so comprehensive in their character dtha; por;;nggﬁr?ngzﬁl ::.2 Aok o0

i inistrators, operating managers, an other s < 1 occa
;';z::n";ﬁf order lge ensure that all aspects of the plan are examined and properly
imggmt'fedl';ere is one particular aspect of this process w!-nich I would Ijkl-:ct':a d;s::;s;
b 'eli and on which I would welcome Mr Carmlchge! s comments. s re:uiring
p{.'lmsyor feasibility studies should n?t behdeferll;eac: a:tlilsa:l e;?;e;gde‘?ocga :!inng B
panic meas| d from this I infer that wha )

lan;ing prl:;gsas%ou{d be continuous.  If this is correct I am very fully in agreement,
an I think this particular point needs to be stressed .
86. All port development plans must be based on some asses e O e
level;; of traffic, of the nature of future traffic and of the (:pera;t;li:; ; ?ar:e Bk
1 i ments cO ment 0
in the port. By their very nature these assess -
Eﬁu:ltaimyl,) and this element increases as the time span of t:lle ré)l?n ler:ugntﬁ?follows
therefore essential that forecasts be constantly rev!ewed'an la\nsed_ 5 e i
that the plans for physical development, the p_lamswegor tdhe l\l:l;?&l “"[)';?s W i
i lopment, must be constantly revie and revised. s seem: t
t;:Jer::nlusur‘lliae,s‘lrs‘:ljIa‘a)ble demonstration of the n.eed for qontmmty in phn\.‘;remré.long s
we have suffered from a lack of continuity in planning, sO thalu there e .
of inactivity followed by desperate bursts of l_feve;::h, hasty planning
i is situation i ter now than it has been. s -
: tg‘lfnk ;ltn:ss sé::ﬁ‘paramn tlig\.r:a:'ley1 easy in developed countries fo.r port guﬂ;orltles, lﬁ?\?e?o
ment' departments, etc., 10 provide within their organizations smtal:i:u?:: e nrzl -

oduce this continuous review of development and to develop coll: i
e ments. It must be very much more ddﬁcul_t to mak{_e sucl arran_go:.‘mnw:ee{i ke
?i'::ezllg;ing cc-aunlries simply because of the paucity of ls;ul!ablzo 3};;:;1; g
b s . probabls;_ l!er l%ﬂch?;:fy is not available we
i tries, and if some sort of continuous !

:r‘igﬁmc:eﬁhe sort of situation which Mr Carmichael says we should seek to
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avoid. This, it seems to me
1 S , goes to the heart of i i i
it me, g ! of technical aid. o
pcriOdif: ;T;ig?;‘;;d countries should assist developing countries by ;ttr{;?) “i?ll sll:'lmuem
PRl Shgll:il;gb:hgroni&cq?}ona]ly spasmodic injections of ﬁnar]?ci:fl orcg:huc?
Wh; is fostering the develo i i
s b ! pment of d -
anf[crc:‘: in these countries, S0 that in due course, by building up theimlnwic ECLhm?al
& tl urces, thcﬁ can achieve true independence e
. Limagine that the sort of encoura d ai
: : gement and aid which 1 ibi
is mor i i . ;
o i(t) : g::&p::l; lPe funcllon.of international agencies other lhl;:l!vfhl;e&l;?;cg:mg
s o me that, if only as a means of securing their investment, this irsl;ka.

matter which should engage th i
B gage the attention of the World Bank, and I should be glad to

Mr J. D. Mettam, Bertlin and Partners

Mr ic 7 : ¥
s dce?«;?;:htﬁ :,ndth:s colleagues in the World Bank have done an enormous a
Sufficient altentig: igagle:?thi of _Z()_rtsh particularly in developing COu[:ﬂiiJet;l
develo . paid In ritain to the sort o A .
approaiwemclah: t1\'11\/[r(:c armichael has outlined. We cannot aﬂ‘gr:pf;a:eallg rt ﬁﬁ{l
prt sl .slron % lt' ]arm!chae] confirm that Britain is the only COumE cwh‘ -Ils
e AL ong ntra national Fonlro] over the planning of ports and bY ich
et e dcv:la:;i?:rlue;(i’l?‘;ﬁ:g benefits l;iut on the very narrow asses:rs::nzhg}
i uce a profit to the i &
most im port itself? Th
i r;;rta?t benefits from port development and also assumes th : ;’:08|e(:ts e
o p; %0 working out their own finances. S S DORE R
o e A B, nD UL MO I RN for e
SO BE Rt BT e an have an apprz_usal by a World Bank study team -?}?-n
Ui p ercise even though in the end we would not, of ' is
y money from the World Bank for development R

Mr A, C. Carpenter, Sir Bruce White, Wolfe Barry and Partners

In § 34 it is sai
mei l: t (trsos:lal:;! ll\:?t (,E:: r;?;g;:lsg’)[uld co}:verha material contribution to capital invest
ments. us whether that is t i .
e L o set aside reserves
o l|:| vestments o_f a major nature or whether this is merel ey ‘for el i
;;esl &n amortization of debt? fA SRR L ths
: hat i 4 i i
et s :;,et\]r:;OWg:I:t ';lank s pol:cg wqh regard to the economic viability of this
et S 1-|:lm ? Isit that it will cover its own cost and merely set asid
R i‘cin:::z,c:’n?:;tte:!t?ncc. ruéming replacements, small deveiopmckl:
lant, ete,, ¢ port dues should
it 2 i ¢ not only fin
ject but also be sufficient to build up a capital fund for futu:!e m:?oc:;?:jgggssm

Mr R. B. Hill, Cementation Construction Ltd

The title of the Paper is *The W
orld Bank and P ¢

an;i4t he ]\sdpcakers have con_sidcred only ccm\mntim'l.‘::l:it p]gtr::'selopment o
& :;lthozg;olmkp:;i\z lh:n‘l. just completed the first international hoverport in Britai
i b l'lld e about hovegport operation, I do know that hoverport i
i momcntphove ui rt:c::nn'q:bared with conventional port installations A?lth;uar;
e v e reraft are not able to carry anything like the trafﬁc'lransportgd
B tl;c :sgpmg., when we extrapolate beyond the early hovercraft and t:

e a;' ituation may well be very different in not so many years’ ti 4
B st ¢ we to plan for port facilities and installations, etc., if we d o

N %Q;;c;qu;(pment and new ideas are going to be avails;ble ? s
deve[opcd couz?rie :h\:ll:ld study this aspect of transportation, 'because in under
b oAl havin’g regrr ér?(?ifc :f: :]L;c(}: that extensive conventional port instal]alion;
ki return on investment, with a conse i i

evelopment of these countries, it is conceivable that a system g&)ﬁrc‘ltb]::"éiiglgﬁg
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d to act as ‘mother” ships with hovercraft
d with semi-navigable
rivers, there might be surprising developments. The voyage of the SRN6 Hovercraft
up the Amazon under the most extraordinary conditions is a good example. Bearing
these points in mind, it seems to me that we may be on the verge of an entirely different
and probably viable transportation system in advance of any with which we are at

present familiar.

whereby normal cargo ships may be modifie
pperating from them carrying containers. By this means, an

Mr A. H. Beckett, Sir Bruce White, Wolfe Barry and Partners

Mr Carmichael’s Paper is of great help to British consultants and engineers, but 1
think he would help us still more if he explained how the Bank ensures that its projects
are viable and yield a goodseconomic return. He has revealed that a high proportion
of the investments of the Bank are in railways, presumably in countries where
population density is low and industrial development small.  The Bank's railway
investment is about half that of Britain’s in modernizing her railways. Can he
explain how the Bank is able to ensure a good economic return whilst British Railways
seem to have difficulty in this respect despite a very high level of utilization ?

98, He has given some very helpful advice to British consulting engineers to be
more competitive in overseas markets. However, a Malayan newspaper has men-
tioned that there were 50 invitations to consulting engineers to tender for a particular
job. Those are pretty high odds against any one of them getting the job.

99. Readers must have been very interested to see the scope of the information
required by the Bank before it is prepared to enter into loan negotiations, and this
information has to be prepared by the intending borrower, perhaps with the aid of
a consulting engineer. Such information really can only be produced following a
fairly comprehensive economic and engineering study which has to be financed by the
intending borrower from his own resources. 1f these resources were ample he would
not be going to the Bank for a loan, so it is quite obvious that consulting engineers
secure such assignments in a very competitive field, 1 hope Mr Carmichael and his
advisory officers will recognize that in these cases a consulting engineer has an

investment in the project.
100. There must be many consulting engineers whose experiences in working

overseas leave them making a comparison of the Bank’s interest rate of 6% with
their own fees which they get for the responsibility of providing economic advice,
preparing design drawings and contract documents, and taking full responsibility for
the success of a major project. A consulting engineer may get a fee of this order,
but the Bank is getting 64% every year of the 25%, loan! Should we wonder that
some of our best engineers turn their efforts to the banking side of engineering?

Mr J. B. Dalman, Sir William Halcrow and Partners

In §8 the relative contributions to the Bank's finances of some of the member
countries are given. The United Kingdom contributes over 10% of the total, which
is more than France and Germany combined. Can Mr Carmichael explain how the
ratios have been fixed and whether the proportions of work assigned to consulting
engineers in the member countries bear any relation to the size of the financial
contributions made?

102. As an engineer does the Author consider that engineers are represented in
adequate proportion in the Bank’s total strength ?

103. The number of berths to be provided in a port must be a prime concern of
the Bank appraisal team. It seems to me that one of the most important factors
affecting the rate of handling break-bulk cargo and the need for berths is the number
and length of ships operated per day. Has the Bank been successful in persuading
any existing port authority to change its system of working, or to institute double

shift working at a new port?
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su;]:gi‘rt g;?ozzf:}grtr:hiﬂ, it is gratbigying to have confirmation that the Bank will
1 ¢ necessary boring, hydraulic and meteorologi
tions.  Such investigations will not o e i i i e Foit
nly make it possible to estim t
more accurately but, much more im i ili A,
el portant, they will facilitate the right sort of choice
for] ?géir I: :annﬂe;:;ﬁge trI;atloin ger;(era_t] I:hc 'pzimk prefers that consultants should arrange
1 Work either full-time, or at least f. i i
on Bank projects, overseas and i 3 i i
: s n head office, Furthermore, I beli it i "
considered desirable that the consultant’s re ! A v
ant's report should be written in th
country. The Author has mentioned ticularl i o
o e da 2 particularly that when evaluating proposals
y n is paid to the time senior partners d
¢ evote to the work,
S“é?!]i.ltl)g ;;ime;o()?: ]l.:;llkt;fy that, T;cggt for a project of really major import;rl:ce ]a:
partn ge firm wou engaged on a study ab ioc
Am I right in assuming that th et i
; e Bank welcomes proposals, includi i
1 1 h udin
c]?mnbutlons_ from partners and senior head office staff, some of Whgmrcla:vely‘sg‘la[l
the opportunity to visit the country concerned ? 3 s

Mr P. W. E, Holloway, Holloway Brothers

From the contractors’ point of view I would like to say t
I y ; hat we i
;gge;g:trztli‘ im thfe E‘se of the International Form of Contract): which is ig::ega&lg:l['atﬁi
P P o [I_)IC and the International Federation of Buildi d Publi
?Sl;s, the international contractors’ organization. e
group:s. I?;z?:!i); ;g: fg?nézicggs;gfga?lﬁion’h‘aslsp[it into three international
j ¢ 3 1s the original one founded in
fr;%\:r::;es, on; hm Asia and We:stem Pacific areas, and the other an inlt?:?ztk?:n:‘e?'it':::
on. rough the auspices of our European federation we are endeavouring

greater use of it in the future,

kni:?fl fScp far ?s payment for tende;ing is concerned, this is by no means new, I

e f?) several overseas contracts in which in the past arrangements have I;een
I contractors to be refunded the cost of tenders, which are very high indeed

Mr J. E. G. Palmer, Consultant, Rendel, Palmer and Tritton
The Paper is a unique contribution to the Proceedings of the Institution giving to

:ﬁ?ﬁg?nm a'rIl‘:l1 I;Pancial criteria of th@s great world-wide international lending
R go e eex :Ecetl; gotr;cenatiates specifically on port projects, and lays down that
LK s make a reasonable return on the net fixed
r:i{;dofon;g?: 1,_ éﬁs/gard;dh_as reasonable when the Paper was drafted, h:sss:;s;’ bri-:l:
% e Is *commercial outlook’ is no doubt the ri i
IBRD to adopt, but it should not be fi el akEthe
_ y orgotten that many of the highly d
countries of the West subsidize th i b o o e
e sl 12€ the capital costs of their major port constructions up

110. _The Paper refer_s repeatedly to the ‘feasibility study’ and highlights the
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any large-scale construction works are undertaken. The Author has mentioned a
figure of about $10 000 as the average cost of a feasibility study, but he explains in
§ 47, where the factors used in comparing the merits of one consulting engineer wit
another are listed, that ‘cost is not considered the most important yardstick’. This
is very true and it has frequently been proved that an extra $10 000 spent at the study
stage can lead to $100 000 or more being saved in the final capital cost of the works.

111. It is a very remarkable fact of the second half of the twentieth century that
the World Bank of Washington should have been from its inception such a staunch
supporter of the time-honoured practice: ‘call in a real expert for your difficult
problem’. The consulting engineer came into being out of the great upsurge of
major capital developments in the last century, for in those days there was no other
organization with the ‘know-how’ to turn investment dreams into revenue-earning
assets. Now that enginedring knowledge has become widespread it is possible, if
one is prepared to carry the risk, to hire draughtsmen and try to get out one’s own
contract designs, but these cannot possibly compare with those obtained, for a few
thousand dollars, from an existing team of experts. The designs of specialists who
are well versed in overcoming the particular local difficulties that will for certain have
to be faced in the many different countries of the world, are bound to be better.

112. The Author, in §§ 45-49, goes out of his way to stress the advantages of the
feasibility study system and the use of consulting engineers, and gives a fair measure
of praise to the British consultants. But he seems worried that we tend to be old
fashioned, and too *sensitive’ about professional etiquette, and suggests that we must
learn to be more aggressive in order to compete with the consultants of other coun-
tries. Yet quite a number of British firms of consulting engineers today have branch
offices in several capitals overseas, and it seems to me that nearly always when you
meet one of the partners from one of the larger firms he is either ‘just off to
Timbuctoo® or (often) ‘just back from Washington’. Mr Carmichael can rest
assured—probably he is well aware of this already—that a telegram to Victoria Street
from anywhere in the world will produce a British consulting engineer on the doorstep
a few days later ! Civil engineers will be grateful to him for his clear enunciation of
the sound principles of the feasibility study and for his unshakable conviction that
the wise ‘borrowers’ employ an approved consulting engineer to further their loan

projects.

Mr A. C. D. Malcolm, Crown Agents for Oversea Governments and Administrations

The Author is to be congratulated on the lucid manner in which he has set out the
procedure in connexion with World Bank loans, and particularly the processes which
are implemented before placing an order.

114. For a number of years I have been particularly concerned with the inspection
of some of these engineering contracts once they have been awarded and I would
suggest that, having given close attention to the costing of a project and the finances
involved, just as much attention should also be given to obtaining the best quality
product in relation to the price paid—in other words, ‘value for money’ from the
various contractors. This is undoubtedly best done by correct and adequate
inspection.

115. It is most important to insist that the governing factor in deciding whether
a contract should be placed should not alone be the price quoted in the tender or even
the desire to place it in a developing country thirsting for orders to employ its popula-
tion, but rather the efficiency and competence of the firm tendering. Low prices and
inefficient manufacture can prove very costly indeed. Especially is this necessary
where a contract is placed on behalf of the government of what is itself one of the
developing nations and the cash is found in whole, or in part, from a World Bank
loan.

116. Moreover, where after full consideration of all these factors, it is decided to
so place a contract, the greatest care should be exercised in the selection of adequate
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supervision, On all contracts, be they civil or mechanical, T am of the opinion that

one of the most important p
should be put to inspection at the source of actual manufacture by a competent
authority,

Mr G. A. Wilson, Port of London Authority

I would like to inquire if the World Bank has developed or is contemplating the
development of a new philosophy to deal with the financing of ports.

118. It is currently accepted that a port, like a commercial concern, should pay
its way, and that the profit earned should pay for the replacement of assets in use at

government not infrequently dictates the charging policy of its ports to influence the
trade of the country in exports and in imports, This suggests that a port is a much
too complicated piece of the national economy to be regarded as a straightforward
commercial concern which should make a profit.

119. Apart from profitability (but related to it) is the question of the allocation
of the cost of resources used by ships, inland transport and goods. The proper
allocation of these would be necessary if the port is regarded as a commercial concern
in order not to distort the economy, and it seems likely that this information would
be useful even if the charges are subsequently adjusted to act as trade controls,

120. If the World Bank is beginning to have views on these matters they would
be of great interest and importance to all port operators,

Mr F. A. 0. Oseni, Federal Ministry of Works and Housing, Lagos, Nigeria

There is one aspect of Mr Carmichael’s description of the organization and
activities of the World Bank that T wish to comment on; this is the aspect expressed
in § 33 of his excellent Paper on the processing of applications for loans from the
World Bank.

122, The relevant section states that *when the Bank is in doubt about the ability
of a port authority to do its own engineering, it insists, as a condition of financing,
on engineering consultants being employed.” My observation shows that in practice,
this condition is imposed by the Bank in all cases where finance is sought by a
developing country for an engineering project. In such cases, the engineering con-
sultant is usually appointed from the developed countries. At least this has always
been the case in Nigeria, which has sought and received loans from the World Bank
for various engineering projects connected with the provision of public utilities,

123, However, it appears that all relevant facts are not always taken into con-
sideration by officials of the World Bank, before the i
there is doubt about the competence of the local engineers who are available in the
country seeking financial assistance from the Bank. In the case of Nigeria, for
instance, there is already a good crop of practising engineers who have between 10 and
20 years’ post-graduate experience in the administration and execution of engineering
projects in many fields of public utilities (transportation systems, public buildings,
water supply and power supply schemes, etc.).

124.  There also can be no doubt about the quality of either the standard of their
academic training or post-graduate experience, as can be assessed from the typical
form their training takes, Many of them studied for their first degree in engineering
at various universities overseas, mostly in the United Kingdom and the United States
of America, after which they had to undergo apprenticeship training for two years
before returning home. Within a few years after returning home, they have to

274

~ shoulder the responsibilities of controlling projects of greater magnitude, in both
rerequisites of a satisfactory supply is that the material

7183

complexity and cost, than would have been the case if they had been prmw:::i!ﬁ‘ Itno?]n:
of the developed countries. It is common to see one of these ;‘nmn%ers g
project from the stage of preliminary investigations a|_1d studies, t rg:l e
construction. After a few years in this sort of practice, they goAa toa“a fna:i o
such countries as the United Kingdom, Canada, India, USSR, Aus ;aale b
USA, either for attachment toM an e'ngll':;l:er;:g_nﬁg‘ngi:;e :?::gposTtl-ﬂ-sa r:ost o 1hen;
usually leading to a university Master’s Degr ir h“ acro’s it
i han ten years have post-graduate experience, stretching ]
g;:?;e:ns. whileysome have experience across three‘ or even four comll:leon\::-cdgc 2
125, When it is considered that these local engineers have :!norcI pikioeg
local ;:onditions than, their foreign counterparts, who incidentally only ittt
stay of a few months (see § 25) to canyl out lli'cgsnblht}; r;!;dpfglgll:l?;i I‘:I 1:‘ ol lo.nw
iority of the local engineers in planning their coun ¢ uld no |
;:p;?ggﬁif tFurtl:mrrm‘:'le. the local :111;ineer pos:es;z aﬂsl:in:lttlh?)nsg }11251]:::;‘;'; :g
create in his own country facililies equal to, or even surp: Clote 10 d e
the developed countries, as quickly as possible. . This is one naj o0 i
i have nearly always neglected to take into consideration,
;(:roetl’ggl;xg:: ?oalt’lf:i‘:rl;?nk?ng that : recommendation to use local talents may be
interpreted as an admission of the incompleteness of their CX]_:F:I.;: ise. o
126. I should, therefore, be grateful to Mr Carmichael, if he w::d y bengomni-
RS
scient to be an expert, and that whenever ‘ Sepprimgoimd el
countries which are just beginning to dc\re‘lop their potential, they i
istic raisal of the most important of all of the resources, namely,
:gaimt&:iﬁcr:azs;npzarzr. The proportion of an external loan which is b:r ;due::;
benefit to a developing nation is greatly affected by the way the loall1 can be u
effect maximum utilization of its trained man-power at various levels,

Mr Carmichael ‘
g i i foreign exchange com-
' Mr Coode’s first question, there is no real average ! )
Iioncnth mf':;:oa l;pical port project. If a large amount of lmpor_(ed equipment is
t&;u.lmd. such as cranes, forklift trucks and ﬂoalil:ig cqu1pmel:|t. i'n:irell‘::na rt:)hantnﬁscbul:‘i:i
a %, as many developing countries do not make any
mprodm It?giona:f sucﬁ equipment. A relatively _sophxstncated country s;um]:1 a?
Spain, where the Bank has some $40 million invested in ports, can produce mu;seo
its own equipment and the foreign exchange comp/oncn;s :o:::;;u a::;r:::; :: f;f, :;i vy
] i t the general average was about 50%,, and tha : dered._
repmenl <l sa::t;::: H::'ever, in certain countries, as for example Gume_a, even the l‘:r&
ture must be imported and the foreign component must :;If nmule-ol;);hlzfm‘:?m:md
. With regard to the second question, concerning the rule-of-
to;szzfgen;ral cai‘rago per berth per year, this Ta;': bficonm:'?riegd}) c&n}g:ml.is s?:l;eml:
in mind was about 550 ft long. I think the figure !
::i]:l:d mC?lz::tta and Karachi ports work around the f:lock and achleve‘ over 200 00.[;
tons at some berths but often to the detriment of maintenance. Occaszﬂn:ellyl wvmom
must be double-banked to obtain figures of that magnitude. _On the wi oI 9
tons is considered a reasonable performance, although remaining empirical. ;
129. Mr Coode has raised the extremely valid question of long-tgrm planning.
Nudl.eas to say, the Bank does not expect anyone to come forth with valid cost
estimates for So;ea.ri hence. However, the Bank does consider long-term opemnongl
eventualities and, given the numerous variables in modern technology, encourages
the use of sophisticated methods of forecasting trends. g St
130. In traffic projections we attempt to project five years ahead and end
for the following ten years. In regard to financial information, if a realistic projection
can be obtained for five years ahead it may be considered sufficient.
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131. When establishing a master plan which attempts to project 25 or 50 years
hence, it must always be considered a controlled experiment. It should not be costed
out, but rather taken as a device based on present knowledge, to indicate what might
be expected to happen at the time of implementation. An example may be derived
from the case of Singapore. In that situation we proceeded, with the agreement of
the Port Authority, with four general cargo berths, However, before the loan was
finalized we had to change the contract to two container berths because of technical

132. What is the correct design depth for water in ports? 32ft? 35ft? 452
Anticipating such a question I prefaced each of the depths mentioned by the words
‘at least’. We are familiar with the present generation of container carriers; we can-

Is it economic to invest in great depth when there is only a slight chance of it ever being
used? Of course, each particular situation must be considered according to its
requirements,

133.  With regard to staff allocation, when a consultant makes a proposal we like
to know who is actually dealing with the work. The firm may have been in business
for 150 years and have a good name, but it is of considerable help to know that the
men on the project are their top-notch people. Consultants may overextend them-
selves and subsequently pad out the staff with people who are not as good as the ones
we would anticipate having. This is not particularly a British characteristic—the
British are very good at putting on top-flight people. However, situations are found
where a consultant will obtain a contract and only then attempt to find the staff; he

hires people hastily to compose his team and the results are often not what one would
like them to be.

financial means to deal with projects but do not make a concerted effort. In other
countries, such as Holland, an inquiry may be made to a consultant and he will say,
‘I cannot do it but my countrymen will be able to do it for you. Do not go abroad
we can handle the business’, | seldom have seen any of that sort of willingness to
help each other from British Government representatives abroad or from British
consultants and contractors, Personally, I think it would be to the advantage of the
British to be aware of the sources of funds, including Britain, which does a fair
amount of foreign aid, so that British consultants and contractors know what their
government, and others, are doing.

135. In answer to the question regarding the Bank’s ensuring fair treatment to all
concerned, we attempt to provide impartial treatment to all parties. It is evident
that in order to do so we must listen to all sides in any argument,

136. How does the World Bank see that engineers are suitably rewarded for their
services? It must be borne in mind that the Bank has considerable influence and
leverage in terms of future business. In the case of people wishing to borrow money,
this is a very great threat, and in the final analysis the strongest possible,

137. Some members will know of the Bank’s past efforts where a particular
authority did not suitably terminate a consultant’s services. Subsequently, through
a different international agency, they were trying to obtain some assistance and the

the second agency did not grant them the money.

138, In answer to Mr Gritton’s first question I should like to clarify the figure of
$5667 million : this is the amount of money the Bank has lent; it bears no relationship
to the Bank’s capital, The subscribed capital is composed of paid-in capital,
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DISCUSSION

I welcome Professor McDowell's statement that if the profession indicates that well-
qualified, broadly-based engineers will be suitably rewarded, the universities will pro-
duce useful courses to this end. The Bank, in order to attract well-qualified young
people has been employing a Young Professional system for the past three years,
Young people of high academic standing are invited to join the Bank. Selected
candidates are brought to Washington and shown, over a period of two years, how the
Bank operates. They are given six months’ training in four of the Bank’s operating
departments during which time they go on missions and participate in the everyday
work of the Bank, After this period they are made an offer of permanent employ-
ment and are given every chance of advancement in the department of their choice.

147. As I stated earlier, there appears to be a communications, and therefore
co-operation gap within the British consulting profession. Mr Gibb is entirely cor-
rect in assuming that the consultant is not taken for granted at the Bank. He forms
the mainstay of our modus operandi. Most developing countries do not know how to
proceed with a project and require professional help. We try to encourage them to
take an active part but not to the detriment of consultants. Many years will elapse
before consultants can be dispensed with.

148. Mr Gibb seems to appreciate the point of ‘going after business’ that 1 have
tried to make clear, when he indicates that *we must to some extent take on our
foreign competitors with their own weapons’.

149, 1 appreciate Mr Ordman’s work in planning the Port of London, which is a
most essential part of capital investment. Britain particularly cannot afford to make
what the Indians call an *infructious’ investment, but must certainly husband her
resources at this time and put the money where it will do the most good. 1 agree
with him absolutely that the planning process should be a continuing progressive
system; it cannot be done in fits and starts.

150. The collection of statistics is frequently bad all over the world. There has
been talk in international circles of having a sort of basic statistics collection for
developing countries. This would help many planners and might help people in port
planning to come up with the right answers.

151. The United Nations Development Program (UNDP) is probably the most
active agency in the field of encouragement and aid referred to by Mr Ordman.
UNDP-financed studies invariably provide grants for fellowships under which
nationals of the recipient country are sent abroad for training. The Bank also fre-
quently provides funds for management, operational and accounting consultants to
train borrowers' staff in improved and modern methods,

152. Mr Mettam asked il I could confirm that the UK is the only country with
national control over port planning limited to financial profit to the port itself. |
hope the answer is ves! Port planning on a national scale exists in Israel, Tunisia and
Singapore. In America it is more or less a free-for-all. Each port wants to grab all
the business it can see and foresee and there is no central planning organization. But
as Mr Mettam well knows the profitability of a port should never be the only criterion
for its development ; economic and national planning factors must also be considered.

153. Why should not the World Bank make a loan to a UK port? Well, we have
never been asked but we are normally the lender of last resort and if the money can be
raised locally through the ordinary loan process we would keep away from it and let
the British help themselves. The appraisal of a British port project would be a
‘valuable exercise’ indeed!

154. In answer to Mr Carpenter, as I have said, the reasonableness of the return
is generally determined by the financial needs of the port. However, the financial
needs include a material contribution to capital investments, The financial needs are
met partly by cash generated by the port and partly by borrowing, with the former
largely composed of the profits (the returns) and depreciation. The Bank’s view is
that a public port should accumulate reserves to finance a reasonable part of future
investments. In practice this would mean that it would be expected to cover at least

278

—

7183

osts of such an investment. This has no bearing on amortization
g}eelxﬁ{.iL?;;ﬁc\{:ich musfCl atl)soﬂl:e govcret_i lb(); cash :r-zseourccs. The replacement of
t be covered by the depreciation reserve. ; .
ﬁx?gsa.‘ss?sa:::: with Mr Hill that we must keep our ideas ﬂexllﬂc gr}dhg;cl;iﬂg
developments and the applications of new technical advances in the ; b
portation. We have financed two hovercraft so far and I think thetl"c wi it
this type of vessel, especially as technical advances make them cheaper to op
their capacity increases. g .
amli56. erpBeI:k);tt's question is far-ranging and has wide implications. c:nlmencfi
the criteria for any project must be a soux}d project a;:pr;;:ﬂisifod methodology an
to accept political rationale for a project appraisal.
% 1'Ie;"‘;‘.:lml\!\":‘iath regarg tg his reference to 50 consultants being invited for proposalsé
we would definitely be against it. When the Bank has to select a consultant no :-no‘;-
than four or five firms are asked for proposals and we encourage our borrt;wers odo
likewise, 1 sympathize with Mr Beckett's statement that cansulfa}nts .o ten‘ﬁc:ﬁ:
assignments in a very competitive field and consequently have an 1nvcatr;1en e
project’. It would appear that when this is ‘thc case the consultant .cag no (.:1151 bg in
the impartial advice expected of him and his pocket rather than his brain will beg
S .
pr?.’:lﬁd.wmwght;‘ zl:oinzlsconsultants only get about 6% for fees when we can charge 6‘}{;
interest over the life of aloan? Let us compare like with like. The consultant is n?
working all the time as our capital is and the fee for services need have no ll";lguon_::
the cost of financing a project. 1f we could make loans cheaper we would be qui
ha[lagg. tol\gl? g;lmsn has asked about the ratio of contributions apd how it is ﬁ:;;:i.
It is based on the economic strength of the country as determined _by .the lTh'
Capital subscriptions to the Bank are related to this IMF determination. Thc
British contribution is presently greater than that of Germany or an:: e
proportion of work assigned to consultants or contractors of a country la::ls no
relation to that country’s contribution to the Bank. We do not keep a Il:rea ro“l;n
of figures but I believe that the United Kingdom gets at least its fair share of the

bu?%c:ss‘me there sufficient engineers in the Bank? I think not and am trying to

i ir numbers compare with those of ﬁn_ancial analysts and
;?:f:r:(;lnums?: :: \l\-’l: ;ed;e::; squeezed out, | consider greater engineer rcpre;igtfatio:;
would be an improvement, especially if they had the skills referred to by ess0
McDowell. .

nk ever helped to determine the number of shifts ? _Yes. we have.

In l‘ile. ca:a;t‘t gein];:pore, wherl:ethe single shift was ingreascd toa mod:lﬂed ‘;wo-sl‘:elf;
system plus overtime, and also elsewhere l!:e mgpt shift was mtrotjuceh an ‘:m'rhe
better than the day shift as there were few distractions available during the nigh 'mnd
management and operationsd cc;?sulm;‘ts that we finance frequently recom

nges in the current methods of working, ;
Ch?ﬁg. With regard to the amount of time spent by senior pannlers. \tv:ﬂ’ doordyi&::
expect them to give 1009 of their time to a Bank project. We cm.{1 d not affc S5
Of course a small contribution is accep:_able. ‘But we do try to get the top peop
the job. We like to have the best bram_s available for as long a 'tll.ll:lc as lll!abmiﬁtyoi’
It is up to the consultants to figure this time out for t}_wmselvcs. _ The avqa i
a ‘brains trust’ of senior partners and engineers to guide the project tea.r:l ppears t
have much merit. Lack of local knowledge must always be a disadvantage.

163. In answer to Mr Holloway, the B.ank_is strongly concerned tl'l;te i:ﬁmm" :
be treated equitably, We have actually said, ‘it has become known in t ¥ tra.ctins__
world that you did not give the ABC Company a fair degl. C?“sme?uyimwm-‘mfm
go to the contractors in future you will find them charging a higher pr you

had dealt with them fairly and equitably.’ :

11

——T




DISCUSSION

164. With regard to FIDIC, the Bank does not underwrite or sponsor any parti-
cular form or any particular standards of specification. Global conformity to inter-
national conditions and standards would certainly be desirable. Nevertheless, there
have been cases of a particular country practically rewriting the FIDIC form and
claiming it as their own; however, it was so modified in their favour, that the benefit
of having a reasonably equitable document, such as the FIDIC form, was completely
lost. We would certainly like to see greater use of such a type of form.

165. With regard to refunding the tendering costs, I am not aware of any World
Bank financed project where the unsuccessful bidders were refunded such costs. 1
sympathize with those who spend much time, effort and money and then do not win
the award but the difficulties of assessing the cost of preparing a tender are con-
siderable.

166. I thank Mr Palmer for his most interesting remarks but must point out that
the average figure of $10 000 mentioned in my reply to Mr Gritton refers to the cost
of preparing the proposal. The average cost of a feasibility study may be about
$200 000. I concur with Mr Palmer that additional money spent on study frequently
proves an excellent investment.

167. In answer to Mr Wilson’s questions, as far as I know, the Bank has not
developed and is not contemplating the development of a new philosophy to deal with
the financing of ports. That ports should pay their way is a sound concept which
enjoyed considerable prominence long before the Rochdale Report, but I must agree
that there are many cases where they do not. Without such a concept, distorted
rates, subsidies and loss of autonomy result. There is no real reason why ‘a compli-
cated piece of the national economy’ such as a major port should not be regarded as
a straightforward commercial concern.

168. In recent port project appraisals we have been taking a closer look at the
total intermodal picture as suggested by Mr Wilson. This is the only true measure
of the allocation of resources required to move goods from their origin to destination.
It is laborious and time-consuming, but as data become more readily available the
task will be lightened and our way made clearer to a more perfect decision-making
process.

169. In answer to Mr Oseni’s question, I should like to stress that it has always
been Bank policy to encourage self-reliance and autonomy in member countries.
When we consider a project we also consider the technical staff available to the
borrower for undertaking the economic and financial analysis required, executing the
project, and operating it. Loans have been made for projects where no consultants
were employed.

170. Inmost developing countries there are excellent engineers but they are usually
very few in number. Should the available technologists be taken off some other high
priority work to concentrate their talents on one specific project or should they con-
tinue to disseminate their knowledge in a broader scope of action and utilize their
talents for operational planning? Often, the benefits of using outside consultants
may include supplementing local manpower and giving younger, less experienced
engineers the possibility of working as counterparts and observing at first hand some
problem-solving processes which it might otherwise take them years to know. One
might consider this as an inexpensive training scheme.

171. Bringing in outsiders has often been fruitful for borrowing countries as they
can take advantage of experience acquired by that firm in an entirely different country
but one to which the borrowing country might not have access.

172. Consultants may be used for pre-feasibility or feasibility studies, design,
review, or simply project supervision—any or all of these. Sometimes, although
engineering skills are available, economic skills and techniques are not. Often,
mutually beneficial relationships have been achieved by local firms in association
with a foreign firm. In fact, several countries have legislation, which we do not
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encourage, requiring that foreign firms asso_ciate with local enterprises in forming a
joint venture to undertake consultants services. ) ,

173. Review and feedback with local authorities always exists. Sometimes, local
authorities, although fully aware of the competence of local talents nonetheless prefer .
to bring in outsiders because of the range of the experience and the fresh approach

they may bring to the project.

Corrigendum
§ 5, line 8, of Paper for *3-4%," read ‘375 .
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Shorter Articles and Comment:

The World Bank and Port Development*

ARTHUR J. CARMICHAEL, B.Sc., MI.C.E.**

INTRODUCTION

The World Bank Group consists of the International Bank for Recon-
struction and Development (World Bank), the International Develop-
ment Association (IDA), and the International Finance Corporation
(IFC). This group is one of the specialized agencies of the United
Nations. It is an important and independent member of the growing
community of governmental and private organizations engaged in inter-
national aid and lending.

The World Bank, the senior institution of the group, opened for
business in 1946, having been established at the Bretton Woods Con-
ference of 44 nations in 1944. After making initial loans to assist in the
postwar, pre-Marshall-Plan reconstruction of Europe, the Bank has
tended to concentrate on lending for high-priority projects in the
developing world. Loans are usually direct to governments or organiza-
tions such as port authorities or railways, with a government guarantee.
A typical port loan may have a life of 25 years, including a grace period
of five years, and interest of 7%: this is termed a ‘hard’ loan.

The IFC came into being in 1956. It furthers economic development
by providing equity and loan capital for private enterprises, in associa-
tion with private investors, without government guarantee. Since, from
the nature of their organizations, most port authorities are unlikely to
require the services of the IFC no further description is given here.

The IDA was formed in 1960 to meet the needs of those countries
for which external capital is essential to their development but which
cannot be serviced on conventional terms. IDA finances the same type

* Updated and revised text of a paper read before the Institution of Civil Engineers, London,

April 1969.
** Chief, Port Division, Transportation Department, International Bank for Reconstruction

and Development (World Bank).
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of project, after the same evaluation process, as the Bank. The financing
terms, however, place a much lighter burden on the country’s balance of
payments. A typical IDA credit extends over 50 years, without interest,
and with amortization as follows: first, a grace period of 10 years, then
1% per year for the next 10 years, then 3% per year for 30 years. The
borrower pays a service charge of 3/4% per year on the principal
amount of the credit withdrawn. Such terms are rightly called ‘soft’.

BANK AND IDA: MEMBERSHIP, FINANCIAL STRUCTURE
AND ORGANIZATION

By July 1970 Bank membership rose to 114 out of a total UN
membership of 125 countries: that of IDA to 105 countries. The Bank
is truly a World BanK—its member-share-holder governments are spread
throughout the non-communist world, and it finances projects and
mobilizes funds on all continents.

The Bank is in effect a corporation in which its members hold voting
rights in proportion to the size of their contributions; for example,
among the industrialized nations: USA (24.8%), UK (10.25%),
Germany (5.09%), France (4.20%), and among the non-industrialized
small nations: Botswana (0.11%), The Gambia (0.12%), Lebanon
(0.13%), and Cyprus (0.16%). Voting power of IDA members is approx-
imately similar. The organizational structure for policy formulations
and executive supervision is essentially the same in both institutions.

Both the Bank and IDA have their own assets: each is financially
distinct. The Bank has three primary sources of funds: the paid-in
capital of member governments, borrowings, and net income. IDA’s
resources come principally from budgetary allocations of the 16 richest
member governments' ; in addition, the Bank has made transfers from
its profits to IDA.

The capitalization of the Bank was changed in 1959 so that, in
practice, 1% of each member’s total subscription is payable in gold or
US dollars and 9% payable in the subscribing country’s currency to be
lent only with its consent. By June 30, 1970, subscribed capital had
risen to over $23,000 million—reinforcing the security offered to in-
vestors and enhancing the Bank’s borrowing power.

Ultimate power in the Bank is vested in a Board of Governors, con-
sisting usually of the Minister of Finance or Governor of the Central

! Switzerland, which is not a member of the Bank or the UN, has, however, made a loan of
Swiss Francs 50 million to IDA.
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Bank of each member country. In practice, most of the authority of the
Board of Governors is delegated to the Board of Executive Directors.
The President of the Bank serves as Chairman of the Executive Direc-
tors. All proposals for loans, credits, major technical assistance opera-
tions and other matters involving policy issues are submitted to the
Executive Directors for their consideration and decision. Such pro-
posals are first reviewed by a Loan Committee, consisting of senior
Bank staff, which makes recommendations to the President who, in
turn, submits them to the Board.

The Bank currently has a staff of over 2,000 (about 50% being pro-
fessionals) from 81 countries, who are employed in some 20 depart-
ments.

Of these, the Projects Departments require particular mention in the
present context. The primary task of these departments is to identify,
help prepare and appraise projects, and supervise their construction and
operation. They also supervise sector and feasibility studies financed by
the Bank as part of its Technical Assistance Program or when acting as
Executing Agency for the United Nations Development Programme
(UNDP). They approve consultants selected by borrowers and help to
prepare their terms of reference. In conjunction with the Administra-
tion Department, they select consultants who are directly engaged by
the Bank. They make recommendations on the amounts and terms of
loans and on contractual arrangements, and they ensure that the pro-
curement of goods and services under the projects which the Bank
finances is in accordance with its guidelines established for this purpose.
In short, the Projects Departments see that a project is technically
sound and financially and economically satisfactory. They are, in
effect, the technical arm of the management of the Bank.

LOANS AND CREDITS MADE

To give some measure of the Bank’s operations and the work pro-
cessed in the Projects Departments, the cumulative total of the Bank
loans and IDA credits made to March 31, 1970, is given in Appendix 1.
Transportation tops the list, with the largest total. Of 669 Bank loans
and 189 IDA credits, totalling $15,659 million, some 267 were for
transportation projects, totaling $4,801 million. Bank loans and IDA
credits usually provide the foreign exchange component of projects
financed, and amount on average to less than 50% of the total costs of
projects. The aggregate investment undertaken to date is therefore in
excess of $31,000 million.
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PROJECTS DEPARTMENTS

Every project financed by the Bank or IDA is subjected to searching
scrutiny. Investigations are made of the economic, technical, managerial,
organizational, commercial and financial aspects of the project before a
loan or credit is negotiated. During the construction and procurement
stage of a project supervisory visits are made and, after completion, the
Bank continues to be interested in the borrower’s progress. Most of
these activities are carried out by the Projects Department.

The Projects Departments are comprised of eight departments:
Agriculture, Education, Industrial Projects, Population, Public Utilities,
Special Projects, Tourism and Transportation. The Transportation
Department deals with airlines, airports, canals, highways, pipelines,
ports, railways, fishing harbors, sea defenses, shipping and waterways,
and loans for most of these categories have been made.

Transportation Department: Port Division

The Port Division’s responsibility is for canals, ports, shipping and
waterways. In the categories of ports and waterways, a total of 42 loans
or credits, aggregating $520 million, has been made (see Appendix 2).

To illustrate the activities of the Port Division and give some indica-
tion of the procedures and criteria involved in evaluating projects, the
progress of an imaginary, normal-to-optimistic example of a port
project is given.

A Bank economic mission has recently visited and reported favorably
on the member country. Its government is stable and its planning
organization has evolved, from sector surveys and careful project
selection, a realistic national development plan embodying well-conceived
ideas as to how best to apply the country’s limited resources to give the
maximum possible sustained development. The development plan in-
corporates the result of feasibility studies on which consultants have
been employed. In this plan, the transport sector is often the largest
(15-25%) in the total public investment, of which port development
may form a relatively small but crucial part.

The relevant Area Department has indicated to the Government the
Bank’s willingness to consider the port project for financing, and has
passed on any relevant papers to the Transportion Projects Department
for consideration and possible appraisal. The data submitted to the
Bank are reasonably complete and an appraisal mission is scheduled.

-
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Sometimes a questionnaire is sent to the appropriate ministry and/or
the port authority asking for additional information. Information re-
quired includes:

(a) the legal status and constitution of the port;

(b) the location of the port in relation to the transportation network of the
country and other ports;

(c) a physical description, giving number of berths, cargo-handling equip-
ment, ship-loading/unloading installations, floating craft, etc.;

(d) past traffic statistics, showing the number and types of vessels and the
annual tonnage of cargo for each of the last five years, separating bulk from
break-bulk and liquid and dry cargoes, and indicating main commodity
groups;

(e) future traffic projections, annually for the next five years broken down
by commodities, and for about 10 years thereafter on a more general trend
basis; -

(f) operational information, such as berthing procedures, ship turnaround
time, productivity of port labor, etc.;

(g) port dues and charges, including storage, stevedoring, lighterage, equip-
ment hire, etc.;

(h) financial information, balance sheets, income and expense statements
for the past five years, projections for the next five years, and the trend
thereafter for five additional years;

(i) an estimate of the project cost, broken down to give local currency and
foreign exchange requirements and the basis of the estimate; and

(j) economic information, statement of main benefits to be derived from
the works and equipment.

The above information is expected to be prepared prior to the
departure of an appraisal mission. This wish is not always realized,
however. The mission normally consists of an engineer, a financial
analyst, and a transport economist. The appraisal mission takes about
three to four weeks in the field and some four to six weeks for discus-
sion and report writing in the Bank. Should the commodity forecast
need additional study, this may involve the Bank’s Economics Depart-
ment carrying out a detailed investigation of the world market pros-
pects of that particular commodity.

On the economic side of the appraisal, increasing use is being made of
sensitivity analysis to determine the effect on the rate of return of
variations in certain components of the project’s cost, fluctuations in
traffic growth, and differences in the estimates of unit benefits. Also,
should the Bank staff not be sufficiently expert on a particular aspect
of the project, a consultant may be engaged to advise on, for instance,
the amount of ore reserves of a mine supplying the minerals for export,

[
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berthing requirements of hovercraft, the hydraulic characteristics of a
half-constructed breakwater, or the effectiveness of a radio-location
fixing system. Such additional investigations, of course, take time, but
if they are not required, a first draft appraisal report can reasonably be
expected some 8-10 weeks after the mission’s arrival in the field. A
further month or so may be required before the draft is cleared through
the Division and Department, and a modified report is sent for con-
sideration of the Departments involved. Modifications are usually
limited to legal and financial matters so that, within a further two to
three weeks, the report can be submitted to the Loan Committee for
consideration.

If approved by the Loan Committee, representatives of the member
government and the port authority are invited for negotiations. These
arrangements may taRe a further two weeks, so that some four to five
months may elapse, in the case of a smooth operation, from the arrival
of the appraisal mission in the field to the arrival of the borrower’s
negotiating team in Washington. A typical team may consist of a repre-
sentative of the Ministry of Finance and/or of Transport, a government
lawyer and the Chairman and Chief Engineer of the port authority, but
the actual composition may vary with the problems likely to be en-
countered during negotiations. These might range from changes in the
administration, tariff revisions, accounting improvements on the one
hand, to modifications in the scope of the project on the other.

On completion of successful negotiations, the report is again modi-
fied accordingly and is presented to the Executive Directors for their
consideration and decision. Upon approval by the Executive Directors,
the port authority as borrower and the Government as guarantor are
invited to sign the loan documents and complete the necessary require-
ments to make the loan effective. Copies of the documents are then
registered with the UN as is required for all “international agree-
ments”.?

PORT PROJECTS: SOME CONSIDERATIONS

The Bank takes considerable care, and so far has been remarkably
successful, in ensuring that the projects it finances will be financially
viable and yield a good economic return. It is not only interested in the
prospects of loan repayment but also in financing projects that will
contribute to the development of its member countries.

?See art. 102 of the United Nations Charter.
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Each port project is considered on its merit and in its own particular
context, but the following general considerations are likely to be in the
minds of the members of a Bank appraisal team.

Port Organization and Management

The Bank does not consider any particular type of organization as
the ‘be all and end all’ of port administration and operations. However,
over the years its experience has been that a full or quasi-autonomous
type of port authority, with representatives of port users on the board,
subject to government budgetary, planning and policy control but
with the maximum degree of freedom in day-to-day operations, gives
the best results. The Bank has assisted in the setting up of the Port
Authority of Thadand, the Callao Port Authority, the Israel Ports
Authority, the East Pakistan Inland Water Transport Authority, the
Liberian National Port Authority, and the Tunisian National Port
Authority, among others.

A good manager can make something out of a poor organization but
bad management will soon be reflected in an impaired port operation.
The Bank has found, for example, that customs departments, from the-
nature of their main function (assessing and collecting duties), are not
suitable vehicles for operating a port. However, port authorities should
clearly cooperate actively with customs authorities both to facilitate
the latter’s task and to evolve methods of cargo clearance suitable for
the container age. The Bank worked with the Government of Iran in
transferring the function of cargo-handling and storage from the author-
ity of the customs to the port and navigation organization specially set
up for this purpose.

When the Bank is in doubt about the ability of a port authority to do
its own engineering, it insists, as a condition of financing, on
engineering consultants being employed. Consultants are also
frequently employed to improve management, operational and
accounting procedures.

Port Finances

The Bank considers ports as revenue-earning entities and expects
them to make a reasonable return on the net fixed assets employed. A
reasonable return may be 7% or more, after deductions for depreciation
and before service of debt. Port charges should pay the cost of services
provided so as to discourage an inefficient allocation of national re-
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sources which, in turn, would prevent a maximization of national
benefits. The reasonableness of the return is generally determined by
the financial needs of the port. These include adequate working capital,
contributions to reserves, interest on and amortization of debt, and a
material contribution to capital investments. Port authorities should
concentrate on the business of port planning, constructing, maintaining
and operating, and should not become too heavily engaged in finances
and real estate not connected with the port.

Economic Considerations

In all Bank appraisals considerable attention is given to the economic
aspects. The estimated future economic benefits are calculated. These
may include the economies of using larger ships, more efficient cargo-
handling (including the containerization of general cargo), a reduction
of labor force, increased productivity of labor, reduction in ship waiting
and turnaround time, elimination of lighterage, reduced damage to
cargo, reduced insurance premiums, elimination of surcharges placed on
a congested port, reduced pilferage, faster movement of goods through
the port with a resulting reduction of capital tied up in goods in the
transportation ‘pipeline’, etc. This is not to suggest that the benefits
listed are additive or available in all cases. The calculated benefits are
summed and compared with the estimated cost of the project and a dis-
counted rate of return is obtained. This may be used as a basis for
comparison with alternative investments, perhaps outside the transport
sector. A sensitivity analysis is frequently applied to assess the effect of
different values or variables on the end result.

Port Operations

The operations of no two ports are alike. It is difficult, therefore, to
lay down general yardsticks for productivity. However, in the develop-
ing world, a good rate of handling break-bulk general cargo is
140-150,000 ton/year per berth. This should only be considered as a
rough rule of thumb, as it depends on variables; for example, the work-
ability of ships’ hatches, the number of shifts operated per day, the
availability of appropriate mechanical-handling equipment, the conges-
tion or otherwise of transit sheds and storage areas, seasonal peaks of
vessels and cargo, tallying of cargo, bonuses to labor, the rate of
customs clearance, etc. Nevertheless, it is a reasonable target for port
authorities in the developing world.
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Port Engineering

The need for accurate cost estimates based on sound technical
studies, including borings, hydraulic and meteorological observations
where required, and up-to-date rates for labor and materials is
self-evident. It is worth emphasizing, however, that since a loan or
credit is limited to a fixed amount and the borrower has an obligation
to finish the project, the government is entering into an open-ended
commitment. For this reason, among others, a realistic provision should
be made for engineering contingencies and variations in the cost of
labor and materials, even though consultants or port engineers are
sometimes hesitant to do so. Again, while it may be thought trite to say
that port layouts should suit the present and forecast traffic flow and
be as flexible as pwssible to cater for unforeseen variations in volume
and changes in the pattern of the traffic and in its mode of handling,
much more emphasis needs to be given to the technological revolution
taking place in all modes of transport which affects ports either
directly, or indirectly by competition.

The Bank has completed studies to determine the optimum number
of berths of a port and the optimum depth of water that should be
provided. Unless a positive case can be made for something smaller, a
length of 600 ft and a depth of at least 32 ft at mean low water would
seem appropriate for present day, break-bulk general cargo berths. For
containerized general cargo berths the possibility of ‘in line’
construction, combining say, three standard 600 ft berths to
accomodate two larger container vessels, should be borne in mind and
such berths should be designed so that future deepening to at least 35 ft
is possible. For modern bulk, dry-cargo vessels depths of at least 45 ft
are expected. While the limits for bulk oil tankers seem to be only that
of designers’ visions, the monsters now afloat or scheduled for service
can normally be expected to load or unload in deep water at the end of
a long causeway or submarine pipeline.

The formulation of port projects has been made more complicated in
recent years by the magnitude and rapidity of technological changes.
General cargo can no longer be considered as a mixture of various
shapes and sizes that will be loaded or unloaded over the side of a ship.
Today it is likely as not to be unitized, on pallets or in containers
shipped by vessels employing side or end loading, roll-on roll-off
techniques or wells for holding containers. Bulk cargoes are now
moving in ships of sizes not considered practical a few years ago and
requiring structures or anchorage facilities in depths of water never
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previously considered a practical possibility. LASH vessels, hovercraft,
hydrofoils all add new concepts to the handling of cargo and passengers
and new dimensions to the complications of port layout, design and
capacity.

In the light of the above major trends, the Bank advocates a policy
of flexibility and advises borrowers to provide layouts that can be readily
adapted to new methods of cargo-handling as the pattern of trade
changes. Structures should be so designed as to support future loads
and provide depth of water alongside for future generations of vessels.

Vessel Financing

Bank lending for merchant or commercial shipping has been both
direct and indirect. Direct lending for shipping most frequently arises
where tugs, fishing vessels, dredgers and other vessels have been in-
cluded in port projects. Indirect lending has arisen through the activities
of Development Finance Companies (DFC).* Recently, the Bank has
given specific approval to DFC proposals to lend for the purchase of
two bulk carriers in the Philippines and one ore carrier in India. In
general, it can be said that the Bank is prepared to consider applications
for financing all types of commercial shipping under both direct and
indirect lending procedures.

Some shipping activities can proceed independently of the internal
port system of a country, for example most of the merchant shipping
activities of Norway, Greece and Japan. Other shipping activities exist
as an adjunct of or as part of a country’s internal transportation system.
In this case shipping activities may be arranged and organized so as to
achieve a least-cost solution to the problem of distributing goods within
the economy.

The establishment of a national merchant marine can have important
advantages both for countries with large import or export trades and

*The Development Finance Companies Department provides information and advice to the
Bank Group generally on all matters concerning development finance companies. More spe-
cifically, it makes recommendations to the appropriate Bank Area Department or Corporation
Investment Department on the suitability, amount and conditions of proposed Bank loans to or
Corporation investments in development finance companies, and participates in negotiations for
these loans or investments. The Department keeps in close touch with all development finance
companies assisted by the Bank Group, so it may identify these companies’ problems as they
arise, help them with their senior management personnel requirements and with programs
designed to improve their performance. It also reviews appraisals and approves, as necessary,
projects submitted by development finance companies for financing under loans received from
the Bank Group.
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for countries without such trade. The United Kingdom and Japan are
examples of the former, Norway and Greece of the latter. Whether or
not a developing country or group of countries would be wise to
expand or develop a national merchant marine cannot be determined
without careful study. The effect of a national merchant marine must
be considered in conjunction with indirect external costs and benefits
which may accrue to the national economy and with the two particular
advantages which shipping has—the transferability of assets and the
short period required to produce the assets.

DEVELOPMENT PLANS AND SECTOR STUDIES

An important consideration borne in mind during the Bank’s rigorous
examination of a project is how the project fits into the overall develop-
ment goals of the member country. Many countries have development
plans which reflect their aspirations and intentions, and these are
frequently broken down into medium-term plans for a period such as
five years. One advantage is that a more manageable, comprehensive
package then results, which can be financed by annual appropriations
from the national budget. Unfortunately the data on which develop-
ment plans are based are often insufficient, incorrect or even non-
existent; the technical investigation may be inadequate -and the cost
estimates unrealistic, and inhospitable political and administrative
environments sometimes make long-range planning impossible, and even
short-term execution doubtful. The difficulties and perplexities which
planners, macro and micro alike, have to face are many, e.g. the failure
of the East African groundnuts scheme, the topping of cofferdams
during the construction of the Kariba Dam, the 1966-67 droughts in
India, the current Indo-Chinese political situation, the Arab-Israeli con-
flicts and consequent closing of the Suez Canal, the separation of Sing-
apore from Malaysia, the recent difficulties in Nigeria, to mention but a
few.

A good overall development plan will identify suitable major sector
developments. However, it is often the case that further study of the
transport sector is required before a particular port project can be
prepared with assurance and proceeded with in reasonable certainty.
While a cynic has remarked that ‘the road to inertia is paved with
studies’, the Bank has found well-prepared sector studies in transporta-
tion to be of great importance in determining economic justification
and orders of priority and spends considerable effort to produce such
studies.




126 Journal of Maritime Law and Commerce Vol. 2, No. 1

Although the Bank has no set rules for carrying out sector studies or
any particular format for their presentation, a comprehensive examina-
tion is expected to determine whether or not the project is viable and
of high priority.?* Remarkably, this is the recommendation in many
studies. In some cases the Bank may provide assistance in the prepara-
tion of suitable terms of reference for the studies, in locating financing
from international agencies, in selecting consultants and in supervising
the studies. In a few cases the Bank has financed port studies from its
own resources, e.g. in East Pakistan, Iran and Somalia.

A typical feasibility study leading to a port project is likely to be
regional in nature if the country is large, or national in nature if the
country is small. International planning is desirable (especially for con-
tainer ship facilities) but is often not practicable. Preferably the study is
done by an indepencfent agency (National Ports Council, Ministry of
Transport, Plan Organization, etc.) or its consultants, removed from the
individual ports involved, but of necessity working with them in the
planning process. The study should not be deferred until an emergency
arises and it becomes obvious that something must be done. One of the
most difficult problems that the study team has to solve is that of
estimating the volume and composition of the future traffic of the
project port, based on commodity movements in its service area. The
team’s task is often made more difficult by the lack of reliable statistics
in the field but is often facilitated in the office, at the report writing
stage, by the employment of modern analytical techniques and prob-
ability analyses.

The feasibility study should always clearly state the assumptions
made—after all, we are planning in an environment of uncertainty—and
should adequately describe the alternative solutions that have been re-
jected. The recommended solution should be the one that gives the
lowest total of distribution and transport costs. Any worthwhile solu-
tion will depend on many factors, including the relationship of the
project port to the country’s transportation system, the ability of any
existing ports to handle the traffic or to be modified to do so, the
suitability of the proposed site for low-cost construction and future
expansion, the advisability of building to full capacity now and bene-
fiting from the economies of scale or of adopting construction by

“King, J. A. Economic Development Projects and Their Appraisal. John Hopkins Press,
Baltimore, 1967,

* Adler, H. A, Sector and Project Planning in Transportation. John Hopkins Press, Baltimore,
1967.
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stages, the possibility of technological changes in cargo-handling and
changes in the pattern of trade (e.g. containerization of general cargo,
fewer vessels of increased draft and cargo-carrying capacity), the
interest rate used to discount the estimated capital and future main-
tenance costs and the quantifiable benefits to a present value, the
operating costs of the new facilities (e.g. an alongside operation
compared to lighterage, mechanically intensive versus labor intensive),
and so on. A well-balanced presentation, evidencing common sense and
good judgment, combining the theoretical with the practical approach,
should be the objective.

ROLE OF THE CONSULTANT IN BANK PROJECTS

How is a firm of consultants retained by the Bank or by a Bank
member country for a port study or port project? In the case of direct
employment by a member country (or one of its port managing en-
tities) it is simple; the consultant goes after the business. While the idea
of selling may be anathema to some traditionalists, the world has be-
come competitive. In such cases, the Bank is not directly involved in
the selection of the consultant but has the right of approval of the
borrower’s choice, and only approves if it considers the consultant
selected as likely to perform satisfactorily.

Where the Bank acts as executing agency for the UNDP or pays for
the work from its own technical assistance funds, the consultant is
selected by the Bank in agreement with the member country. From its
comprehensive files® the Bank selects some four or five firms from
different member countries known to have experience, skill and
proficiency in the type of project being considered, and invites pro-
posals from them. The proposals are carefully and impartially evalu-
ated.

The best-qualified firm, chosen tentatively, is asked to submit its
financial proposal and is then invited for discussions. If the overall
proposal is satisfactory after these discussions, and the costs are reason-
able in relation to the services to be provided, a contract is signed with
the Bank after clearance by the member country which is represented
at the discussions. There are often advantages in asking the same firm
that carried out the feasibility study, which includes preliminary
engineering, to prepare the detailed designs, contract documents, etc.,
for the final engineering, and also to supervise the execution of the

¢ Details of about 1,800 firms of consultants are presently on record.
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project. The aggregate amount of contracts awarded to engineering con-
sultants in connection with projects financed by the Bank and IDA
ranges between $50 and $100 million/year. The Bank is interested in
seeing that high standards of professional competence are maintained,
that member countries get good value for their money and that con-
sultants are fairly treated and suitably rewarded for their services. Con-
sultants must be prepared to give a client unwelcome advice—to
recommend rejection of a non-meritorious project, even when such
advice means the end of the consultant’s contract.

CONCLUSION

Transportation, whgther by rail, road or water forms the modern
sinews of any nation’s economy. As an international cooperative organi-
zation, the Bank Group is frequently in a unique position to act as a
catalyst in helping member countries. The hopes, aspirations and inten-
tions of millions in the less-developed nations of the world highlight the
magnitude and urgency of the development task. The World Bank
Group can, with plain common sense leavened by some idealism, also
play a useful and important part in this great endeavor—*God made the
sea, we make the ship; He made the wind, we make a sail; He made the
calm, we make oars”. (Swahili Proverb)



October 1970 World Bank and Ports 129
APPENDIX 1
World Bank Loans and IDA Credits
by Purpose and Area
(cumulative total at 31 March, 1970)
($ million net)
Western Asia & Austra-

Total Hemisphere Europe Africa Mid-East lasia
Transportation 4,801 993 546 1,074 2,131 58
(a) railroads 1,928 194 272 415 1,006 42
(b) roads 2,223 731 156 441 895 -
(c) shipping 12 - 12 - - -
(d) ports and waterways 506 45 98 168 188 7
(e) airlines and airports 22 - 7 - 6 9
(f) pipelines 110 23 - 50 37 -
Electric power 4,610 2,268 672 520 1,002 148
Telecommunications 355 101 40 28 185 -
Agriculture, etc, 1,713 450 157 268 838 -
Industry 2,129 220 570 249 1,090 -
Water supply 146 43 4 25 75 -
Education 263 55 - 142 65 -
General development, Ind. Imports 1,132 - 100 40 684 309
Post-war reconstruction 497 - 497 - - -
Project preparation 14 - = 7 7 -
Grand Total* 15,659 4,130 2,585 2,352 6,077 515

* Does not include $100 million loan to IFC.

Note: Multipurpose loans are distributed according to each purpose and not assigned to the
major purpose. Detail may not add to totals because of rounding.
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World Bank Loans and IDA Credits
Ports and Waterways Projects

Totals by Countries (as of March 31, 1970)

Country Amount (US $ million, net)
Africa
Congo (ex Belgium) 5.58*
Congo (Brazzaville) 11.60*
East Africa 40.00*
Guinea 22.40*
Liberia 3.60
Mauritania 2.50*
Nigeria 13.50
Ruanda — Urundi 2.10*
Senegal 4.00
South Africa 1.78*
Sudan 3.20*
Tunisia 3 15.49
United Arab Republic 56.50
Total: Africa 182.25
Asia & Middle East
Burma 13.94
China 2.18
India 75.07
Israel 27.41
Pakistan 38.90
Philippines 7.38
Singapore 15.00
Thailand 7.66
Total: Asia & Middle East 187.54
Western Hemisphere
Ecuador 13.00
Honduras 4.80
Nicaragua 3.20
Paraguay 3,19
Peru 21.07
Total: Western Hemisphere 45.26
Europe
Belgium 30.00
Cyprus 11.50
Spain 40.00
Turkey 16.30
Yugoslavia 60*
Total: Europe 98.40
Australasia
New Zealand 6.72
Grand Total 520.17
* Part of a multipurpose loan,
130
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