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ABSTRACT
The Eastern Baltic Sea region is dominated by state owned 
and municipal seaports. Therefore while evaluating the sea-
port’s performance and the impact of the port’s activities 
to the national economy, the port managers must carry out 
a holistic assessment of the activities of the seaport. Mod-
ern economic theories suggest that in order to evaluate any 
economic phenomena, the country’s economic system, its 
macroeconomic indicators, also social progress and qual-
ity of life indicators must be taken into consideration. Given 
these facts the aim of the paper is to present the method-
ological approach of the interaction between the state sea-
port governance model and port performance indicators.
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The concentration of state enterprises in 
a region highly depends on the economic, 
political, social, and historical develop-
ment of the country and the level of sus-
tainable development in the region. Typi-
cally state enterprises require large-scale 
investments into their infrastructure and 
they aim to attract investments from private 
subjects. State enterprises are strategical-
ly important for the overall national devel-
opment. Therefore efficient operations of 
state enterprises play a significant role in 
promoting development and growth of the 
national economy, and accordingly require 

implementing the most efficient model of 
governance.

Given the state-seaport relation, current 
common concepts of port operations and 
their factors include features of Keynesian 
economic theory. Moreover, features of 
monetarism and institutionalism may be 
observed in the performance of seaports. 
The contrast between the assessment of 
seaport performance based on classical 
public administration and economic theo-
ries and the performance of the global 
maritime sector in modern market condi-
tions raises the scientific problem of the 
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research: How to comprehensively evalu-
ate the seaport’s performance impact to 
the country’s economy, taking into consid-
eration the interaction of the port’s and the 
port city’s, private businesses’, the state’s 
strategic interests and the interests of mod-
ern society? The effective governance of  
a state-owned seaport is based on the cre-
ation of public and private capital synergy 
in the context of the complexity theory for 
the creation of strong economic and social 
added value. 

The object of the research is the inter-
action between the state seaport gov-
ernance model and port performance 
indicators. The aim of the research is to 
describe the methodological approach of 
the interaction between the state seaport 
governance model and port performance 
indicators, based on the modern concep-
tions of seaport governance and perform-
ance. The objectives of research are the 
following: 1) to analyse the conception 
of effective governance at state-owned 
enterprises; 2) to overview the complex-
ity of the model of effective seaport gov-
ernance; 3) to analyse the classical para-
digms of economics which form seaport 
performance; 4) to assess the need for the 
seaport performance impact assessment 
model, which integrates macro- and micro-
economic, also social and quality of life 
assessment criteria. The methods of the 
research include the following: systematic 
review, meta-analysis, analysis of scientific 
literature, logography, statistical analysis, 
interpretation, generalization.

1. Key elements of effective 
governance at state-owned 
enterprises

Effective management consists of the fol-
lowing three managerial levels: operational 
management, strategic management and 
governance (Ayub, Hegstad 1986; Rayney, 
Steinbauer 1999). Each of latter manage-
ment levels has different functional objec-
tives and their consistent implementation 
creates the expected outcomes of effec-
tive management.

The activities of state-owned companies 
are primarily based on their specific opera-
tional indicators, which create added value 
to the whole national economy. Therefore 
it is necessary to implement the most ef-
ficient management model in the said 
enterprises. The organizational structure 
of enterprises depends on the level of ef-
ficiency of the applied governance model, 
particularly the added value created in the 
highest level of management – the govern-
ance level. In order to achieve the highest 
possible added value different manage-
ment situations have to be modelled for 
the best solution to be found. Together 
with applying the most efficient manage-
ment model and reaching overall maximal 
results at the highest management level 
of governance, the efficiency, productiv-
ity, effectiveness and performance at the 
operational and strategical management 
levels must also be taken into considera-
tion (Figure 1a). From the standpoint of the 
conception of effective governance, also 
its main components ant their linkages, it 
is evident that the theory of effective state-
owned enterprise management presup-
poses a methodology that manifests itself 
in a three-dimensional functional model 
(Figure 1b).
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Figure 1. Model of effective governance of state-owned enterprises

a) the conception of governance b) the measurement model of effective

Source: Own elaboration based on: Ayub, Hegstad 1986; Chandan 2012; Davis 2006; Estrin et al. 2016.

According to the latter theory, the first 
component of effective governance is high 
productivity (Rayney, Steinbauer 1999). 
However, productivity does not ipso facto 
yield efficiency. Accordingly, the model of 
effective governance must also consider 
and employ the second crucial element 
of efficiency. Thus it may be assumed that 
the two‑dimensional model, which is con-
structed and applied in order to determine 
and assess the level of the efficiency of the 
usage of fixed amounts of resources and 
achieving strategical management objec-
tives, is aimed at finding the optimal solu-
tion (Jessop 2004). The implementation of 
such strategical decisions is based on the 
current performance indicators and aimed 
at assessing the overall productivity. 

It must be noted that effective manage-
ment is a particular point of balance be-
tween the enterprise’s productivity and 
efficiency including the maximal outcomes 
of performance and effectiveness in terms 
of added value. Thus the key objective of 
effective governance can be displayed as 
a function of three variables, which can be 
applied as methods of optimization and 
forecasting (Figure 1b). In order to duly 
address the issue of effective governance 
of state enterprises at the highest level of 
management (governance), it is necessary 

to additionally assess the correlation be-
tween operational processes and the proc-
ess of creating added value. Subsequently, 
the key objective of effective management 
is applying the most suitable management 
solution and methodology for establishing 
the highest value of both performance and 
added value (Notteboom, Winkelmans 
2010). The analysis of the theory of the 
effective governance of state-owned en-
terprises (Ayub, Hegstad 1986; Rayney, 
Steinbauer 1999) and the analysis of the 
interaction of all management levels (Jes-
sop 2004) preconditions the establishment 
of an integrated set of efficient manage-
ment features and allows to predict their 
impact on the creation of added value at 
the governance level.

It may be stated that in order to identify 
the key factors of the impact on govern-
ance effectiveness the multifactor theo-
retical modelling can be applied through 
the nexus between productivity, efficiency, 
productivity and effectiveness. The latter 
notion is based on the main determinants 
of management, e.g. mission clarity, lead-
ership, stakeholders’ involvement, opera-
tions elements and economic determinants 
such as financial efficiency, competitive-
ness, financial and institutional autonomy 
(Figure 2).
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Figure 2. Determinants of state-owned enterprises’ effective governance 

Source: Own elaboration based on: Ayub, Hegstad 1986; Osbourne, Gaebler 1992; Rainey, Steinbauer 1999; 
Everet 2002;  Jessop 2004; Hillman 2009.

Prior research (e.g. Ayub, Hegstad 1986; 
Rainey, Steinbauer 1999) suggests that 
the indicators of financial efficiency and 
performance are the possible means for 
evaluation, analysis and decision-making, 
however they are only sufficient to assess 
the effectiveness of governance. Accord-
ing to the theory of public administration, 
especially related to the decentralization 
of state-owned enterprises, it is necessary 
to compare the indicators of financial ef-
ficiency and performance with the social 
and economic impact of the state-owned 
enterprises operating in the competitive 
market and region.

2. The complex approach 
of the effective governance 

The decentralization processes which 
occur due to the implementation of finan-
cial and institutional autonomy were im-
plemented during the development of the 
new public management paradigm. Latest 
public management reforms were imple-
mented in the area of infrastructure, trans-
port and telecommunication management 
following the increase of the financial and 
institutional autonomy of state-owned en-
terprises. Such reforms were influenced by 
the shift of bureaucratic governance into 
corporate governance and following an 
increase of competitiveness in the market 
(de Langen, van der Lugt 2017). 

The new public governance paradigm 
emphasizes the importance of produc-
tivity, performance and overall efficiency. 
The paradigm also places a significant im-
portance on quantitative (i.e. measurable) 
sets of results. The latter paradigm also 
transforms the public governance concep-
tion by shifting the focus from the aim to 
eliminate the negative outcomes to analys-
ing the situation and preventing negative 
outcomes beforehand. The new public 
governance paradigm only operates in the 
two-dimensional efficiency and productiv-
ity model. For this reason the new public 
governance paradigm was not widely ap-
plied and eventually was replaced by new 
methodological approaches (Dickinson 
2016). The analysis of reforms of state-
owned seaports governance suggests 
that new public management reforms did 
not enhance the strategical importance 
of the status of seaports in the national 
economies, as seaports did not become 
the central objects in developing transport 
policies. The majority of the strategical de-
cisions regarding regional development 
and the development of the maritime sec-
tor considered the principles of centrali-
zation and autonomy and they were only 
implemented in the financial sector. This is 
the main discrepancy of the theory of ef-
fective management and the new public 
management paradigm that were criticized 
by academics.
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The aim of the reform under the theory 
of new public management neglects the 
public interest of ensuring economic and 
social added value, the maritime sector 
connectivity with the hinterland transport 
system, the implementation of the concept 
of green logistics (Brooks et al. 2017). Fur-
thermore, another significant drawback of 
the reform is that the regulatory and com-
mercial functions of seaports’ authorities 
are not separated (de Langen, van der 
Lugt 2017). Thus institutional optimisation 
must be carried out by decentralizing the 
seaport authorities by separating the com-
mercial development of the activities of the 
seaport and investment planning. It can be 
declared the need of horizontal functional 
decentralization and noted that seaports 
must be developed with regards to those 
state-owned enterprises which will be re-
sponsible for the development of a specific 
seaports’ infrastructure.

The criticism of the reforms under the 
paradigm of new public management im-
plemented in the area of seaports govern-
ance suggests that the latter paradigm 
neglects the issue of creating added value 
in the sustainable development process, 
which may be measured by evaluating the 
social and economic seaport activity’s im-
pact on the national economy and society. 
Furthermore, it may be stated that the ap-
plication of decentralization during the gov-
ernance reform was unduly as it was only 
focused on the vertical level and did not 
ensure the functional severability of stra-
tegic-decision making by keeping a suf-
ficiently high level of centralization. Com-
bining and linking quantitative outcomes, 
i.e. performance indicators, strengthens 
competitiveness inside and outside of the 
organization. However, the implementation 
of the principles of quantitative outcomes 
under the new public governance para-
digm resulted in yet another challenge as 

the majority of the procedures became for-
mal and oriented at evaluating only the per-
formance level. Such governance systems 
were applied in a manner that resulted in a 
high level of determinacy and thus these 
limitations influenced the transformation 
of the new public management paradigm 
into the new governance paradigm in pub-
lic administration. 

The due application of the new govern-
ance paradigm includes a complex and 
multilevel perspective to the governance 
processes of multiple objects. From this 
standpoint the nexus between the integra-
tion of the new governance paradigm and 
complexity theory into management strat-
egy can be identified (Butler, Allen 2008). 
The authors claim that the public sector 
and its management form a complex proc-
ess which involves a wide variety of inter-
dependent factors and their interactions. 
Such a complex variety of factors and their 
interactions setting up the overall govern-
ance model are characterized by excep-
tional management mechanisms such as 
trust and consensus. This suggests that 
the new governance model is focused on 
the inter-organizational governance model 
(Koliba 2013).

The findings on effective governance 
(e.g. Teismann, Klijn 2008; Koliba 2013; 
Dickinson 2016) suggest that an organiza-
tion is a complex hierarchy, which includes 
a strict allocation of responsibilities and 
activities. Therefore its effective govern-
ance is characterized by the level of the 
productivity of the entity. However it must 
be noted, that modern organizations also 
entail systems and structural formations 
with an expression of human behaviour 
and perception where not only agents, but 
also their statuses and interactions with 
the environment exist.

The element of human behaviour is re-
lated to the decision-making processes. 
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Decision making aims at not only finding 
one optimal solution, but also at discover-
ing the collection of possible decisions in 
the context of different internal and exter-
nal dynamics (Teisman, Klijn 2006). The 
process of decision-making in the mari-
time sector can be analysed through the 
applied leadership perspective. Following 
the new governance paradigm, the appli-
cation of the principles of the complexity 
theory in the decision-making processes 
leads to the continuous development 
and temporary justifies the constant dis-
ruptions occurring in intense periods of 
change (Notteboom, Termeer 2013). Such 
disturbances are identified as the premise 
for a new period of existence and devel-
opment of the organization and the sub-
sequent transformation into its new form 
(Teisman, Klijn 2006). Accordingly, gov-
ernment regulations and its provided fund-
ing become an important mechanism of 
market coordination. The application of the 
complexity theory increases the competi-
tiveness of the state enterprise, also pre-
conditions successful implementation of 
the principles of taxation, legislation, dis-
tribution of responsibilities and autonomy 
of the organization. Implementation of the 
mentioned governance regulations can be 
influenced by strong negative externality of 
the disturbance, when the agents pursue 
their aim of self-regulation and self-organi-
zation initiation of relevant processes. 

The application of deterministic method-
ology and applied methodology under the 
complexity theory in analysing the effec-
tive governance of entities operating in the 
maritime sector can be questioned (Notte-
boom, Termeer 2013). The mentioned au-
thors base their reluctance to apply the lat-
ter methodologies, firstly, on the long-term 
development of the interaction between 
the seaport and city. The authors decline 
the application of the regarded method-

ologies arguing the continuous develop-
ment of the models of seaport governance 
based on the high level diversity explained 
by lock-in features of seaports and their 
path‑dependence. Also it is stated that 
seaports are complex systems and their 
functions and efficiency are determined 
not only by their geographical location, but 
also by the interests of active agents within 
the seaports and their interactions on dif-
ferent territorial dimensions.

It is assumed that the deterministic 
methodology under the theory of effective 
governance at state-owned enterprises is 
clearly expressed in the new public man-
agement paradigm from the viewpoint of 
decentralization, autonomy and the crea-
tion of added value. The interaction be-
tween the levels of effectiveness of gov-
ernance and added value can be meas-
ured not only by analysing the indicators 
of efficiency and performance but also by 
analysing the social and economic impact 
on the national economy. It is furthermore 
necessary to analyse the governance sys-
tem of a seaport as a complex system with 
active agents and their interactions which 
are expressed in self-organization, self-
regulation, and the transformation of the 
entity as the outcome of negative externali-
ties and positive feedback loops inside the 
system.

Based on the theoretical preconditions, 
the complexity of the governance of sea-
ports can be  demonstrated in three-dimen-
sional model. The complexity of the state 
seaport governance model is based on 
the concept of structure of landlord model 
seaport, meaning that the state is the own-
er of the seaport infrastructure (port quays, 
water, land transport infrastructure, etc.), 
whereas private subjects own of the sea-
port superstructure (cargo handling termi-
nals, warehouses, etc.) and are the users 
of seaport infrastructure. The application 
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of the two‑dimensional model addresses 
the question of the efficiency of the exploi-
tation of the infrastructure (Figure 3a). The 
development of the maritime infrastructure 
is necessary for the successful integra-
tion of maritime transport into the world 
logistic chain, as the development of the 
infrastructure is crucial for ensuring a sta-
ble flow of international cargo (Dickinson 
2016). An economic approach to the issue 
suggests that the infrastructure of the sea-
port belongs to the seaport’s governance 
mechanism. Therefore in cases where sea-
port infrastructure is governed and owned 
by the state, its correlation with the other 

actors of the transport sector can be ana-
lysed from the infrastructure development 
and exploitation viewpoint in the terms of 
its productivity and efficiency (Figure 3a). 
Furthermore, globalization of the market 
creates new conditions which are neces-
sary to analyse in order to determine the 
possible infrastructure management mod-
els. It is also necessary to involve private 
actors in the process of the development 
of the infrastructure taking into considera-
tion their commitment to ensure a certain 
amount of cargo in order to predict the 
amount of return on investments (Notte-
boom, Termeer 2013).

Figure 3. Complexity of the seaport governance model

a) 2-dimensional model of productivity 
    and efficiency

b) 3-dimensional model of effectiveness  
and   performance

Source: Own elaboration.

As it is evident (Figure 3b), the super-
structure is a more complex system, as it is 
owned by private actors that operate in the 
state-owned infrastructure. The coopera-
tion between the state and private actors 
as owners is the key element of increas-
ing of overall effectiveness of the seaport. 
Therefore seaport governance has to be 
aimed at increasing the synergy of public 
and private capital (Nguyen 2015). Moreo-
ver, the complexity theory suggests that 
private actors establish a close linkage to 
other entities operating in the seaport thus 

reaffirming the complexity of seaport gov-
ernance. Accordingly, in order to achieve 
efficient development of the infrastructure 
of the whole seaport it is necessary to de-
velop close operational and competitive 
links between all the actors of the maritime 
transport market. 

At the superstructure level private busi-
ness entities carry out different types of 
operational activities. Such private actors 
may be involved in associations or any 
other interest groups aiming to ensure their 
interests in the development or regarded 
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legislation processes. It may be stated, 
that all private business entities operate 
with an aim to gain profit and satisfy oth-
er needs of the company. Thus all of the 
private business actors operating in the 
seaport are interconnected at some level 
in order to ensure the connectivity of the 
whole maritime and hinterland transpor-
tation system (Koliba 2013). This nexus 
between the infrastructure and superstruc-
ture of the seaport confirms that seaport 
governance is a complex mechanism and 
therefore preconditions the evaluation of 
it by assessing the indicators of effective-
ness and performance. Following this no-
tion, ensuring the effectiveness of seaport 
governance can be based on the self-or-
ganisation and self-regulation concepts 
(Butler, Allen 2008). 

The effective governance of seaports 
should be aimed at not only developing 
and regulating its infrastructure, but also 
at becoming the key negative externality 
for ensuring effective interaction of posi-
tive feedback in the uncertain global en-
vironment. Determining the effectiveness 
of seaport governance may indicate the 
level of complexity and linkages between 
the actors operating in the seaport and 
whole maritime transport sector. Moreover, 
the effectiveness of state-owned seaports 
may be evaluated and compared to other 
governance models by assessing the add-
ed value of activity and national socio-eco-
nomic indicators.

3. Classical economics 
paradigms of seaport per-
formance

The seaport industry is a part of the glo-
bal transport system and logistics chain, it 
also has a significant impact on the econo-
my of the regarded city, country and region 
by increasing the gross domestic product, 

employment rates, the development of 
other economic activities, attracting invest-
ment, promoting international cooperation, 
etc. 

The problematics of the impact of sea-
port performance to the country’s and 
region’s economy is analysed in the view 
of the content and axioms of two main 
theoretical paradigms: methodological 
individualism and methodological holism. 
The globalization of port performance is 
expressed in a complex network of region-
al, transnational and global relations, and it 
responds to the novel paradigm of knowl-
edge production and the concept of col-
laborative, networked performance (Held 
et al. 2002; Bauman 2002). The generalized 
concept of the process of globalization is 
based on the philosophy of postmodern-
ism. The criticism of the postmodern phi-
losophy’s idea of an integral worldview 
preconditioned the predominance of the 
neo-liberalism and free-market doctrines. 
The latter is expressed in high mobility of 
labour and capital. Harvey (2005) refers to 
the mentioned features as “the time-space 
compression” or defines the features in 
terms of science of synergy as “in-spaced 
time” and “in-timed space”. All of this is 
applied to describe the processes of glo-
balization, the consequence of which is 
the “shrinkage” of the world, covering all 
parameters of human life and activities. 
Alongside with universality, the meaning 
of location, i.e. locus, is also highlighted 
in the context of globalization, stating that 
when the financial and information flows 
of the regarded activities reach a global 
level, a reverse process of localization be-
gins subsequently framing the operational 
space. 

The transformation of the economy of 
Lithuania meets the common economic 
laws and tendencies of the transitional pe-
riod and in spite of period-specific national 
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characteristics, the unevenness of the 
country’s economic progress is in line with 
the theoretical laws of uneven develop-
ment. The dominant economic doctrines 
are guided by the principle of methodo-
logical individualism (at the micro-level), 
but the methodological holistic paradigm 
(at the macro-level) is more adequate in 
describing the economic reality. 

Economic theories provide a large vari-
ety of methodological approaches in de-
fining and assessing performance. This 
responds to the tendency of the develop-
ment of economic thought, related to the 
key differences between current economic 
schools (normative and positive) and eco-

nomic theory (postmodernist, free market, 
neoclassical, endogenous growth, etc.). It 
also promotes the need for forming a new 
research methodology, corresponding 
to modern economic development and 
operating environment, in order to reach  
a greater production and exchange ef-
ficiency, and social welfare maximization. 
Theories, which combine both – the theory 
of forming the efficiency of seaport per-
formance and the position of seaport per-
formance in the economic system theory 

- are significant to the analysis of the impact 
of the seaport’s performance to the coun-
try’s economy (Table 1). 

Table 1. Classical economic paradigms of assessing of seaport performance 

Paradigm Theory groups and main representatives

Economic 
growth

Keynesian and neo-Keynesian Economic Growth Theory (J.M. Keynes, E.D. Domar, R.F. Harodd)
Neoclassical Growth Theory (R.M. Solow)
Endogenous or the New Economic Growth Theory (R. Lucas, R. J. Borros, P. Romer) 

Regional 
economy

Regional Development Theory (W. Isard, T. Teiner, J. Paelinc, P. Nijkamp)
Interregional Communication Theory (A. Smith, D. Ricardo)
Regional Market and Territorial Price Theory (O. Cournot, P. Samuelson)
Regional Specialization and Interregional Trade Theory (A. Smith, D. Ricardo)
Innovation Diffusion Theory (T. Hagerstand)

Spatial Growth Pole Theory (F. Perroux, J.R. Boudville, H.R. Lasuen, P. Pothier)

Local 
economy

Use of Territory Theory (J.H. von Thunen, W. Alonso)
Production Sites and Production of Raw Materials Distribution Vector Theory (A. Weber, D. M. Smith, 
W. Isard, L. Moses)
Central Space Theory (W. Christaller, A. Losch)
Territorial Competition Theory (H. Hotelling)
General Territorial Balance Theory (W. Isard, A. Losch)
Network Location Theory (S.L. Hakimi, H. Guelicher, C. Werner, P. Haggett, K. Kansky)
Localization and External Economy (A. Marshall, E.A.G. Robinson)
Market Volatility and Potential Interaction Model (G.K. Zipf, E. L. Ullman, C. D. Harris)
Cyclicality, Causation and Processes Theory (R.M. Hurd, R.Haig, Ch. Colby, P.  Krugman)
Long-Term Cycle Theory (D. Kondratieff, J. Schumpeter, G. Mensch, C. Freeman)
Macro-Prospects Theory (W. Sombart, J.M. Keynes, Ch. M. Tiebout, A. Pred)
Economic Geography and Producer Services Theory, the New Service Economy (W. Christaller, C. Clark, 
D. Bell, V. Fuchs)

Source: Own elaboration based on: Krugman 1980, 1991; Leontief 1986; Ansoff, McDonnell 1998;  
Amstrong, Taylor 2000; Schaffer 2000; Miskinis, Augustauskas 2011. 

It is noteworthy that following economic 
growth theories in addition to the obvious 
and apparent economic growth limitations 

(lack of resources, environmental require-
ments, social costs, etc.) together with the 
increase of production volume, the coun-
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try’s public policy and the value of its effec-
tiveness may be distinguished. Methods of 
analyzing regional economic paradigm 
theories and mathematical models make it 
possible to illustrate the region’s economic 
space structure, to determine the region’s 
main objects and the links between them, 
also to distinguish the most significant re-
gional economic statistics groups and by 
combining various statistical indicators to 
assess the regional type, inter-regional re-
lations and model the territorial structure 
of regional economy (Amstrong, Taylor 
2000). 

By applying the novel theories of region-
al economics, the identification of region 
and country (quasi-country) precondi-
tions the application of macro-economic 
theories (neo-classical, neo-Keynesian) 
and micro-economic theories, in order to 
assess the internal regional disparities in 
cases of quasi-corporations or markets 
in the region (Schaffer 2000). The follow-
ing theories are significant for revealing 
the interdisciplinary nature of the evalua-
tion of the impact of seaport performance 
to the regional economy: the Economies 
of Scale Theory and the Economic Geog-
raphy Theory (Krugman 1980, 1991). The 
factor of the location of the seaport (the 
geographical factor) is crucial for assess-
ing the environment of the seaport, for 
determining and defining the position of 
the seaport in the local and global logis-
tics chain. The geographical location is a 
factor of the seaport’s integration into the 
logistics system and may be deemed as 
an opportunity to create added value (Ro-
drigue et al. 2009). 

The global nature of both the seaport 
and the maritime sector, also the state-
governed seaport performance manage-
ment and the impact of the seaport’s per-
formance to the country’s and international 
economy preconditions the assessment 

of seaport performance in terms of mi-
cro‑economics taking into consideration 
the economic cycle change. This method 
of assessment is based on the Keynesian 
market economy theory. The Keynes’ mod-
el of the economy, also the related neo-
Keynesian, neo-classical synthesis and 
post-Keynesian economic theories, out of 
all the modern market economy theories 
affecting port economics, proved to be the 
most significant of all in the crisis and post-
crisis period (Rakauskiene 2006). The 
proponents of the neo-Keynesian theory 
stress the need of supranational economic 
regulation, particularly in times when inte-
grated blocks such as the United Nations, 
the International Monetary Fund, the World 
Trade Organization, the International Mari-
time Organization, etc. are formed. 

4. Seaport conceptions and 
quality of life vs. liberal 
monetary models

The main seaport performance concep-
tion classifications applied in the practice 
of economic activity are the following port 
characteristics: the size of the port and the 
role of the port in the national or regional 
economy, the nature and form of the man-
agement and ownership of the port. The 
modern Eastern Baltic Sea region seaport 
conception is based on the management 
of the property of the seaport. This con-
ception is mostly applied in describing 
and classifying seaport, but also this is 
one of the most discussed conceptions 
for assessing the seaport’s efficiency and 
productivity. The aforementioned indica-
tors are determined by the size (capacity) 
of incoming ships, the structures of inter-
national shipping companies, differences 
of management, performance and com-
mercial practice, the increase of seaport 
versatility and the associated increase of 
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competition (Talley 2012). These factors 
are the main reason why the country or lo-
cal municipality seeks to have the greatest 
possible influence in seaport strategy plan-
ning. The assessment of the economic im-
pact of seaport performance is considered 
to be one of the most significant means 
recognized in the global seaport practice 
not only to assess the economic benefits 

of the seaport, but also to distinguish the 
areas to which the seaport performance 
has the most effect on. 

Cargo flow in the Eastern Coast of the 
Baltic Sea region is characterized by  
a downward trend: the total cargo turnover 
in 2015 decreased by 0.1% compared with 
2014, in 2016 decreased by 0,2% com-
pared with 2015 (Figure 4). 

Figure 4. Eastern coast Baltic seaports cargo turnover 2011-2016, million tons*

Source: Annual Klaipeda State Seaport Authority Cargo Handling Reports 2011-2016 (*Numbers of 2015-2016).

Lithuanian ports have the highest cargo-
handling turnover among the Baltic States, 
but the turnover of Russian ports is high-
est in the Eastern Coast of the Baltic Sea 
region (Figure 4). It can be predicted that 
the cargo flows were redistributed in the 
region, i.e. from ports of Baltic States the 
cargo flows were likely transferred to Rus-
sian ports. Negative correlation of cargo 
flow is between Ust Luga and Ventspils 
ports, Tallinn and St. Petersburg, Primorsk, 
Vysotsk, Butinges Terminal (correlation co-
efficient k= - 0,5). 

The Russian embargo on the EU produc-
tion, EU sanctions against Russia raised 
concern about a decline in containerized 
and ro-ro cargo flow (Fig. 4). The trend 
of these goods turnover describes the 
purchasing power of the population, be-
cause these cargoes consist of the goods 
of wide consumption. The total container 

flow is fluctuated in the region: in 2015 it 
decreased by 25% compared with 2014, 
in 2016 increasing by 4% comparing with 
the 2015. The regional leader – the port of 
St. Petersburg has 58% share of the con-
tainer market of region. The port of Klai-
peda port, with 14% of a market share, is 
leading in Baltic States, but it cannot prop-
erly compete with the Russian ports. This 
situation leads to claims of stevedoring 
companies: infrastructure of the container 
terminals was developed too slowly in the 
past, it needs time to accelerate. It can be a 
precedent of lack of cooperation between 
port authority and private companies.

In the regional ro-ro cargo market, the 
port of Klaipeda (Lithuania) competes with 
the port of Tallinn (Estonia). The ro-ro car-
go flow in Klaipeda port increased by 3% 
in 2015 compared with 2014 and by 4% in 
2016, in Tallinn – by 8% in 2015 compared 
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with 2014 and by 5% in 2016. Biggest de-
cline was recorded in Russian ports Ust 
Luga (by 35%) and Kaliningrad (by 41%). 
This situation proves the good conditions 
of Lithuania and Estonia land and mari-
time transport infrastructure. On the other 
hands, Kovacs and Spens (2006) stated 
that the Baltic rail networks were in hope-
less condition and that the Baltic States, 
with their particular infrastructural heritage, 
would be forced to accept an emphasis in 
favour of road transport, even if this was 
not desired in the EU. The current state of 
the road network is significantly improved. 
This creates possibilities to increasing of 

freight traffic on roads in the Baltics. For 
successful intermodal transportation, all 
linkages between maritime, rail and road 
transportation have to be facilitated by  
a functioning transport infrastructure. 

Having in mind the economic signifi-
cance of seaports, which act as strategic 
objects of the country, performance to 
the country’s economy, the significance 
of seaport performance economic impact 
is assessed ambiguously while analyz-
ing the connection between the Baltic 
Sea east coast region seaports (Estonia, 
Latvia, Lithuania) and the country’s GDP  
(Figure 5). 

Figure 5. Estonian, Latvian and Lithuanian GDP and ports turnover change fluctuation

Source: Eurostat 2017a; Annual Klaipeda State Seaport Authority Cargo Handling Reports 2011-2016.

The economic growth of the Estonian 
economy in 2015 is the worst since the cri-
sis in 2008-2009 and the slowest growth 
among the Baltic States, whereas the most 
rapid economic growth was reached in 
Latvia. This situation may be influenced by 
the decrease of the seaport’s productivity 
and sea freight flow, and the logistics sys-
tem. The changes of the GDP of Lithuania 
and maritime freight handling have a linear 
dependence (the correlation coefficient 
k=0,7). The changes in seaport freight 
handling of Estonia and Latvia have a mi-
nor influence to the GDP change (k=0,3; 
k=0,4). The fall of the economies of other 
Baltic states is linked to the negative im-

pact of adverse external environment (due 
to the Russian embargo). The Lithuanian 
transport sector managed to regain the 
lost export flows by redirecting them to 
Asia, Scandinavia and Western Europe. 
Estonian companies did not manage to ef-
fectively transform the cargo flows, and in 
2015 total export in Estonia shrank, where-
as the total export rates of Lithuania grew.

The Klaipeda State Seaport Authority or-
dered to carry out a scientific study called 

“The Klaipeda State Seaport influence to 
the city and state” (2007-2013). The re-
search led to the conclusion that compar-
ing to similar structures the seaport is one 
of the largest employers in both the region 
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of Klaipeda and whole Lithuania, as 4,5% 
of the total Lithuanian working population 
works in the port. Comparing the facts 
that (1) the income per worker in compa-
nies that are directly related to the port is 2 
times higher than the total income per em-
ployee in Lithuanian companies, and (2) the 
wages of port employees’ are on average  
2-2,5 times higher than employees of other 
sectors, it can be predicted that socio-
economic impact of seaport activities are 
significant.

On the other hand, the social indicators 
of Baltic States are different and it is diffi-
cult to establish a direct link between states 
strategic sector, seaport, development, 
and socio- economic development and 
quality of life (Fig. 6). Despite the growth 
of seaport results of Lithuania, the social 
indicators, related with industry – suffer 
from noise (Figure 6a), low work intensity 
(Figure 6b) – have unsatisfactory rates and 
an upward trend.

Figure 6. Estonian, Latvian and Lithuanian social indicators

a) part of population living in households  
considering that they suffer from noise, %

b) People living in households with very low 
work intensity, % of total population aged less 

than 60

Source: Eurostat 2017b, 2017c.

The analysis of modern functions of sea-
port and performance suggests that the 
seaport is a centre of international trading, 
a communication partner and a transport 
system connection; it also is the place of 
high commercial infrastructure and indus-
try concentration. This implies the assump-
tion that the seaport is the local (port) and 
remote (consignor and recipient) location 
economic growth multiplier.

Contrary to the classical economic the-
ories, which promote economic growth, 
the monetarism economics theory, even 
though aiming for economic growth, de-
clares financial and economic stability 
and equilibrium. On one hand, macro-eco-
nomic goals are considered as the priority, 
thus the monetary and fiscal policies are 
the most significant political levers. On 
the other hand, the actions of monetary 

policy also strengthened social inequality 
and the impact to reduce social inequality 
is insignificant and short-term (Rakausk-
iene 2006; Stiglitz 2013; Bernanke 2015). 
Targeted macro-economic stability is 
an erroneous goal that does not reflect 
the actual situation. The assessment of 
macro-economic and employment indica-
tors set by J.M. Keynes is not sufficient to 
describe the actual economic condition. 
Drewnowski (1980) refers to this situation 
as the second crisis of economics theory 
– the existing economic theories cannot 
answer the question of what in fact is the 
economic impact on people’s lives.

The new approach of the socio-economic 
progress assessment paradigm is shaped. 
The actual economic state is characterized 
by applying an integrated analysis of vari-
ous aspects of life welfare indicators: mate-
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rial living standards (income, expenses and 
assets); health; education; personal ac-
tivities, including employment; citizenship; 
social connections and relationships; en-
vironment (present and future conditions); 
the physical and social security, ecology. 
It is recognized, that the statistical quality 
of life indicators are important for foresee-
ing the future policies of countries, aimed 
and assessing the progress of the society 
and the functioning of economic markets. 
The assessment approach is altered from 
production to welfare, sustainable environ-
ment while assessing the state of the econ-
omy (Drewnowski 1980; Stiglitz et al. 2010; 
Rakauskiene, Servetkiene 2011). 

The issues of globalization of economic 
processes and evident tendency of activ-
ity humanization become relevant to the 
performance of seaports – the port au-
thorities become open to the public, they 
actively participate in the social life of the 
city. Moreover, the significance of private 
business’ and port companies’ activities is 
increasing, and the seaport activities be-
come subject to more strict environmental 
standards. These may be considered the 
rudiments of the European welfare mar-
ket economy. It subsequently promotes 
research on the connection between cul-
ture and economics, which justifies the 
assumption that the decline of cultural, 
moral values slows economic growth. In 
order to accurately reflect the actual eco-
nomic state it is crucial to follow the con-
cept of systemic life quality, which defines 
the quality of life of the population as an 
integrated concept fully describing the 
health of ecological, economic, material 
and moral spiritual condition of the society, 
that may be measured at the macro-level 
(national and international level), micro-
level (individual human point of view) and 
mezzo-level (maritime sector level).

Conclusions 
The analysis of the conception of effec-

tive governance of state-owned enterpris-
es shows that the effectiveness is based 
on the level of performance, efficiency, and 
governance effectiveness of state-owned 
enterprises. The latter effectiveness can 
be measured by the set of performance, 
social and economic added value indica-
tors. The main findings of the research are 
based on the identification of the main 
determinants of effective governance, i.e. 
mission clarity, leadership, stakeholder’s 
relations, operational effectiveness, finan-
cial efficiency, competitiveness, financial 
and institutional autonomy. The aforemen-
tioned determinants form a complex meth-
odology can be applied in order to evalu-
ate the level of effectiveness of seaports 
governance.

The linkage and relevance of the pub-
lic management paradigm and complex-
ity theory describe the complex model of 
effective seaports governance as a proc-
ess that requires complex and multi-di-
mensional decision‑making. The seaport 
conception is based on public and private 
capital synergy, which is expressed in the 
network of interactions between private 
and public entities acting in accordance 
with the combined aims of both making 
profit and ensuring public interest goals. 
The latter characteristics determine the 
complex system of seaport governance 
with the self-regulation and self-organiza-
tion functions as the key features of the 
ability for whole system to adapt and trans-
form accordingly.

The research identified and addressed 
the significant features of effective govern-
ance of state-owned enterprises. These 
features include governance methodolo-
gy’s and tools’ orientation to be applied as 
an external and internal disturbance fac-
tor for the initiation of self-regulation and 
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evolution processes in the system with 
the aim of cooperation, self-organization 
and development to another more effec-
tive modes which could be measured from 
the viewpoint of added value creation. The 
effectiveness of the governance of state 
seaports can be measured by assessing 
the social and economic indicators, which 
characterize the impact of the activities of 
the seaport on the national social and eco-
nomic status.

The analysis of the results of the re-
search on seaport performance suggests 
that fundamental, paradigm-level studies 
are not characteristic to seaport perform-
ance analysis. The assessment of the im-
pact of the seaport’s performance on the 
country’s economy is associated with the 
ever-growing rate of competition of the 
seaports in the Eastern Baltic Sea coastal 
region, the changes in the region’s and 
global shipping market. The economic cy-
clical fluctuation, geopolitical factors, the 
country’s transport policy, the selected 
port conception and the port companies’ 
strategies have a significant influence on 
the operational efficiency of seaports. The 
seaport’s performance has an impact on 
the country’s transport sector’s efficiency 
and partially defines the country’s eco-
nomic status. 

Seaport performance is associated with 
the growth and cyclicality of the national 
economy, also with the regional and glo-
bal economic processes and the quality of 
life of the society. Thus in order to achieve 
sustainable development of the Eastern 
Baltic Sea coastal region, the seaport per-
formance impact on the economy must 
be assessed in an integrated manner, 
taking into consideration the macro-eco-
nomic, micro-economic and quality of life 
indicators in the international (global) and 
national level. More realistic results that re-
flect the actual economic state are likely to 

be reached, and it will subsequently cre-
ate preconditions to form the port and the 
country’s economic development trend, 
the promotion of investment to the public 
sector, as it will also promote raising eco-
nomic efficiency, strengthening the bal-
ance between the public and private sec-
tors, and creating conditions for economic 
progress and development. 
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