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ABSTRACT. The assessment of port efficiency through Data Envelopment Analysis (DEA) is a valuable
tool for ensuring accurate investment decisions in this capital-intensive industry. This study analyses the
application of DEA on container ports. It assesses the efficiency of Brazilian container ports by proposing
the inclusion of an intangible input related to the management practices of the terminals. In order to verify
the effects of this input inclusion, the efficiency of 13 terminals is evaluated through the application of an
IDEA-CRS model, which enables an appropriate handling of qualitative variables, with an orientation to
the maximization of a single output, the annual container throughput, and inputs related to infrastructure,
superstructure, and management unchanged. Model findings stress out the relevance of this intangible vari-
able and the result that only three terminals are assessed as efficient, wherein the ones with the most robust
management structure were not necessarily the most efficient.

Keywords: DEA, intangible input, container terminals management.

1 INTRODUCTION

Port activity is of fundamental importance for Brazilian international trade, and efficiently plan-
ning investments in this sector is essential for developing it in a national perspective, maximizing
results without wasting resources. Container throughput in Brazilian ports, which accounted for
approximately 9.3 million TEUs in 2017, according to the National Agency for Waterway Trans-
portation yearly database (ANTAQ, 2018), is expected to reach approximately 20 million TEUs
in 2060, as stated in the Brazilian National Ports and Logistics Master Plan (PNLP) released in
2017, revealing a huge investment need and potential in the upcoming years.

At the international level, although throughput volumes have increased continuously over the
last decade, there has been a decrease in the pace of growth since 2014 (UNCTAD, 2018). While
analysts predict the maintenance of low growth rates in container handling in the short to medium
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2 AN APPLICATION OF THE IDEA MODEL IN THE ASSESSMENT OF CONTAINER TERMINALS EFFICIENCY

term, some market trends to enhance competition advantage and economies of scale have been
observed such as the growth of the dimensions of container ships in the shipbuilding order book
as well as mergers among the biggest players in the market, both between shipowners and the
terminals – result in pressure on the operational performance of container terminals (LLOYD’S
LIST, 2017).

According to Notteboom (2012), the container handling industry has a capital-intensive nature,
and the adjustments of terminals to market demands require substantial investments. Therefore,
terminal performance optimization, best practices benchmarking and implementation, and com-
petitive environment establishment are necessary measures to be developed, given the limitation
of financial resources availability. In other words, it is necessary to maximize terminals efficiency.

Cullinane and Wang (2010) point out that it is recurrent in empirical studies finding evidence of
a critical dependence between the competitiveness of port facilities and their level of efficiency.
In order to estimate enterprises’ efficiency levels, several methods are available in the literature,
among which those related to the production frontier have considerably spread recently.

Given the economic importance of container terminals and the increase in competitiveness be-
tween them, the evaluation of efficiency is an essential element for terminals management, port
operators, shipping lines, and port planning at the regional and national level (CULLINANE;
WANG, 2010). According to Lu et al. (2015), excessive and inappropriate investment induces
inefficiency and waste of resources, so that efficiency optimization through the rational use of
the available infrastructure and superstructure is the viable solution to maintain a competitive
terminal.

It should be added that, normally, only tangible inputs and outputs are used as the facilities
infrastructure and superstructure characteristics for performance evaluation, especially in the port
sector, not considering intangible inputs such as managerial aspects or knowledge assets. There
are some studies however that highlight the importance of intangible inputs in the quality of
services and competitiveness of port facilities (PAK et al., 2015), or even in the financial results
of companies in different sectors (BONTEMPI; MAIRESSE, 2015).

Considering the exposed scenario, this study aims to contribute for broadening the container port
efficiency assessment methodology spectrum, by proposing the inclusion of a managerial related
intangible input in the Data Envelopment Analysis (DEA) in the evaluation. For this purpose, the
efficiency of 13 Brazilian container terminals is assessed through the application of Imprecise
Data Envelopment Analysis (IDEA) model using, among other variables, an intangible input
related to management practices of the terminals.

The sequence of this study is organized as follows: in section 2 different approaches for assessing
efficiency in the port industry are presented and compared; in section 3 the steps for modelling
the solution, collecting the data and solving the model are discussed; in section 4 the results of
the model are analyzed; and in section 5 some final considerations are made as well as some
suggestions for further researches are listed.
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2 PORT EFFICIENCY: DEFINITIONS AND METHODS

When efficiency issues are addressed in the business context, it often concerns the success in
producing as much output as possible, given a set of inputs (FARRELL, 1957). To measure this
efficiency, according to González & Trujillo (2009), it is necessary to compare the observed
values of an entity’s inputs and outputs with the optimal values resulting from the relationship
between these same variables of a group of similar entities.

These optimal values, as explained by Suárez-Alemán et al. (2016), configure a production fron-
tier. This function encompasses the set of maximum output values, given different input values,
or the minimum value of a set of inputs, given different output values, as introduced in a pioneer
study led by Farrell (1957). Thus, an entity’s efficiency can be measured by the distance between
the observed position of its inputs and outputs rates and the production frontier, which represents
the best practices identified.

In the last three decades, according to González & Trujillo (2009), two major approaches have
been developed to estimate the production frontier and measure efficiency: the econometric ap-
proach and the mathematical programming, whose most frequently adopted models are, respec-
tively, the Stochastic Frontier Analysis (SFA) and DEA. These two methods are explained and
compared in the respective sections in the sequence of this section.

2.1 Stochastic Frontier Analysis (SFA)

The Stochastic Frontier Analysis (SFA) method is an econometric approach developed by Aigner
et al. (1977) to estimate efficiency by analyzing the production frontier, introducing the speci-
fication of the stochastic error term, in order to consider possible statistical noise in the model.
The efficiency of a decision-making unit (DMU) is represented by an index between 0 and 1,
where 1 indicates that a unit is efficient, derived by the relationship between the observed output
and the maximum feasible output given the available inputs, considering the deviation from the
optimum frontier due to the stochastic error term.

The main difference between DEA and SFA is that the first is based on a non-parametric and de-
terministic approach, while the second is a parametric method and, as its name suggests, stochas-
tic. Stochastic approaches allow inefficiency to be distinguished from statistical noise, while in
deterministic models, deviations from the efficient frontier are considered an exclusive result of
inefficiency.

On the other hand, the parametric characteristic of SFA implies the need to specify a model
functional form. If it is subjected to any inadequacy, this will be taken by mistake as inefficiency.
Nonparametric models are less sensitive to this type of error since they do not require this kind
of specification on the data (GONZÁLEZ; TRUJILLO, 2009).
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2.2 Data Envelopment Analysis (DEA)

The DEA method is a deterministic, nonparametric approach based on linear programming,
which estimates the relative efficiency of selected DMUs given a set of specific inputs. Accord-
ing to Lu et al. (2015), this efficiency estimate is achieved through the construction of a single
“virtual” output for a single “virtual” input without the need to define a production function.

While the method implies the definition of the efficiency frontier for a homogeneous group of
DMUs, the application of DEA also makes it possible to compare the inputs used and outputs
obtained by each of these units, and sets the efficient benchmark for each inefficient DMU.
According to Vieira et al. (2014), this comparative characteristic allows the foundation of action
plans applied to inefficient DMUs.

Since the first proposition of DEA, several alternative models were developed to handle spe-
cific characteristics of the case in study or the data available. Some of these models and the
justification for choosing IDEA model in this study are presented in the following subsections,
and the orientation alternatives of DEA, its target and benchmark characteristics and a further
comparison with other methods.

2.2.1 DEA models

The DEA method was initially proposed by Charnes et al. (1978), from which different models
were derived. This original model, known as DEA-CCR (an acronym for the authors Charnes,
Copper & Rhodes), or DEA-CRS (standing for Constant Returns to Scale), is represented by a
linear frontier and assumes that variations in inputs imply proportional variations in outputs.

Another model frequently applied in studies related to efficiency assessment in the port sector is
DEA-BCC, named after its authors (BANKER; CHARNES; COOPER, 1984), and also known
as DEA-VRS (an acronym for Variable Returns to Scale). Unlike DEA-CCR, this model admits
that variations in inputs incur variable returns on outputs, as the name suggests, which can be
increasing, constant or decreasing variations.

DEA-BCC considers that DMUs that operate with reduced input may be subjected to increas-
ing returns to scale as more inputs are added and vice versa. This model typically results in a
relatively large number of efficient units, as stated by Souza et al. (2007), and is intended to
compensate for the existence of imperfect competition related to the availability of inputs and to
mitigate the heterogeneity of the units evaluated.

Both DEA-CCR and DEA-BCC models are formulated to fit exclusively quantitative variables
in order to estimate the relative efficiencies of observed DMUs. However, as Shen et al. (2011)
explained, many real situations cannot be comprehensively modeled solely with quantitative vari-
ables, while qualitative elements cannot always be quantified in a proper manner to be dealt with
other quantitative data. In such cases, these basic models of the DEA cannot provide a satisfactory
solution for the problem assessed.
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Cooper et al. (1999) developed an alternative model of the DEA method, so-called IDEA, to
better handle the data in these cases. This model accommodates the use of qualitative variables,
usually on a hierarchical ordinal scale or a subjective judgment scale, such as the Likert scale,
treating them separately from quantitative variables. This particular treatment is necessary since
it cannot be assumed, for example, that the position two in a Likert scale is equivalent to twice
or even the half of position one value, and it can only be stated that the first is preferable or not
to the second (SHEN et al., 2011).

Some publications such as Zhu (2003) and Chen & Zhu (2007) propose different ways to treat
imprecise or qualitative data, focusing both on bound and ordinal data. Much of these findings
are further discussed in Cook (2011), who explains that, in IDEA model, ancillary cardinal values
are attributed to the imprecise data, considering the interrelation among the positions assigned
to each DMU in the ordinal scale, and an additional set of restriction exclusively aimed at these
qualitative variables is included in the linear program. The author adds that, for the proper model-
ing of IDEA, the following basic rule must be respected: for outputs, the position ` is considered
favorable to the position ` + 1; while for inputs, ` + 1 is favorable to `. Such observation is nec-
essary because a DMU tends to be more efficient as the value of its outputs grows, and as the
value of the inputs decreases.

Although the importance of intangible assets for competitiveness and efficiency issues is high-
lighted in some research in the port sector and other industries, and albeit rather rare there are
some records of the IDEA model use in the port sector, no evidence was found of its applica-
tion to include intangible variables in the analyses. Nonetheless, there are studies in which the
efficiency assessment is conducted in two stages, applying the DEA in the first stage, with the
exclusive use of tangible variables, and other methods of analysis in later stages, identifying the
functional relationships between certain contextual and environmental variables, which include
intangible variables, and the tangible variables previously analyzed with DEA.

The study conducted by Zahran et al. (2017) is a rare example of the IDEA model usage for
assessing port efficiency. However, the authors do not use the model to deal with qualitative
inputs, but with quantitative inputs which lack precision, given the absence of factual data or the
discrepancy between different sources.

2.2.2 Model orientation

DEA models can be either oriented to inputs or outputs. In the first case, the model is oriented
towards reaching the efficient frontier by minimizing inputs, keeping outputs constant. In the
second, the model seeks the maximization of outputs given a constant set of inputs (KUTIN et
al., 2017).

The efficiency index of each DMU is calculated by optimizing the division between the weighted
sum of inputs and the weighted sum of outputs, and for the application of the model, it is lin-
earized. Núñez-Sánchez & Coto-Millán (2012) point out that the choice of an input-oriented
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model is justified by the fact that the terminals usually do not have control over the annual
throughput at their facilities. Still, they do control the inputs such as labor and capital.

On the other hand, Kutin et al. (2017) adopt only output-oriented models, since, according to the
authors, the main concern of terminal managers is to analyze how they can increase containers
throughput instead of reducing their inputs. The authors also analyze that the reduction of inputs
– such as the depth of berths, the number of berths, and the size of the container yard – is not
likely to occur and it represents a high cost for the terminal. Therefore, proposals in this regard
are normally meaningless.

Wanke & Barros (2016) corroborate this point of view, indicating that, although the model choice
is not consensual, decision-makers, in the port context, tend to seek the maximization of outputs,
considering that the inputs are supposed to be fixed in the short term. However, an output’s
growth potential is usually linked to the demand and must be interpreted with care since the
scenario may be senseless if demand is limited (ODECK; ALKADI, 2001).

Thus, when the container throughput in TEUs is used as an output, it is necessary to consider
the demand growth potential for the selected DMUs. In the Brazilian case, an indication for this
is the projection exposed in the PNLP, which forecasts growth in the container demand in all
regions of the country in its planning horizon (BRASIL, 2017).

2.2.3 Target and benchmarks

Having the DEA model and its orientation for inputs or outputs decided and the data handled, it
is possible to calculate the relative efficiency for each DMU. For the inefficient ones, it is also
possible to define their input or output target and its reference units (benchmarks). The envelope
model’s application allows the identification of benchmarks for each inefficient DMU, while its
dual model, the multiplier model, enable the variables weights and the system’s scale returns to
be identified.

The contribution of a reference unit setting the target of each inefficient DMU is represented
by a variable λ , varying from 0 to 1, which is included in the envelope model’s mathematical
programming. The higher is this value, the greater is the importance of the reference for the
inefficient DMU under analysis. When it is equal to 0, it indicates that there is no relationship
between both units.

2.2.4 Comparison with other methods

The characteristics of the DEA and the possibility provided by the method of analyzing several
inputs and outputs simultaneously, in a comparative way, estimating relative efficiency indexes,
make it particularly suitable for the analysis of the port sector (TONGZON, 2001). Although in
general it is not necessary to develop several standards and a functional form for the data used
on DEA modelling, as previously indicated, some particular issues can be incorporated into the
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analysis through alternative models, as it is the case of the IDEA model to handle intangible
factors affecting the outputs.

The fact that the inputs and outputs used in the model can be expressed in different units of
measure also makes the method convenient from a practical point of view and eliminates the
sensitivity of the results obtained (SHEN et al., 2011). However, the successful implementation
of the DEA method depends on the quality and quantity of the data collected.

In addition, there are many advantages of DEA over other methods, particularly the SFA, which
reinforce the fit of its choice in this study. They are the identification of inefficiency through the
comparison with similar units under analysis considered efficient; establishment of quantitative
insights related to necessary adjustments for an inefficient unit to become efficient; receptivity
to studies with a modest number of units analyzed; ease of interpreting the efficiency rate, which
ranges from 0 to 1; flexibility in the selection of inputs and outputs; and the possibility of handling
variables in different categories in alternative models, as is done in the case of IDEA (AVELLAR
et al., 2005; BANKER; MOREY, 1986; JARBOUI et al., 2012).

One aspect that can be seen as a disadvantage of DEA compared to other methods is the limitation
of the number of variables that can be used in the model. This limitation exists because the
degrees of freedom in the DEA increase with the number of DMUs and decrease with the number
of inputs and outputs. Cooper et al. (2007) indicate that the number of DMUs analyzed must
satisfy the following condition so that the model does not incur an excessive number of units
classified as efficient:

n≥máx{m× s, 3× (m+ s)} (1)

where: n: number of DMUs
m: number of inputs
s: number of outputs

An alternative to overcome an eventual problem related to the number of units observed in sit-
uations where there is a limitation in the number of DMUs available, which is the case of this
study, without neglecting relevant variables for the analysis, is the use of factor analysis and
data reduction techniques. The Principal Component Analysis (ACP), as indicated by Adler &
Golany (2001), enables the reduction of variables in components that normally represent 80% to
90% of the data variance, wherefore these components can replace the original variables without
significant loss of information.

2.3 Tangible and intangible variables

The inputs and outputs used in efficiency analyzes can be of a qualitative or quantitative nature.
Because they are more easily handled and inserted into models, quantitative variables are used
more frequently than qualitative variables, with few references in the literature regarding the use
of qualitative variables among DEA inputs and outputs.
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Regarding the outputs in the context of container terminals, the annual throughput, measured
in TEUs, is unquestionably the most important variable and adopted most frequently (CULLI-
NANE; WANG, 2007; LU et al., 2015). Cullinane & Wang (2007) state that annual throughput
represents the basis of a container terminal for generating revenue and the predominance of using
this variable as an output of the model is evidenced in the researchers conducted by González &
Trujillo (2009) and Kutin et al. (2017).

Concerning the inputs, a significant number of different variables are used. The most frequently
found inputs in the literature are listed below, noting that some of these variables partially over-
lap, such as the length of the berth and the number of them, and the terminal area and the yard
area, so that such variables should not coexist in a model.

• Mooring length;

• Terminal area;

• Quay and yard equipment, which are considered separately or jointly, generally by quan-
tity, and in some cases by means of indexes, with solely the quay equipment being
considered in a higher frequency;

• Number of berths;

• Number of employees, considering that in some cases similar information is used to
estimate this labor variable;

• Yard area, also being considered similar information in some cases, such as the capacity
or number of structures, or including warehouses in those analyses that are not exclusive
to container terminals.

Although not usually considered, the maximum authorized draft for berthing is also a relevant
input to analyze the container terminals’ efficiency. This dimension can limit the provision of ser-
vices for certain shipping lines due to the vessels’ dimensions or restrain them from operating at
their maximum loading capacity, which are recurrent topics of discussion in the context of Brazil-
ian port planning. This input is used in publications such as the study conducted by Mokhtar
(2013), which analyzes container terminals in the Middle East, in addition to other publications
that analyze Brazilian ports, such as Vieira et al. (2014) and Wanke & Barros (2016).

Despite in real situations, it is essential to take into account the presence of qualitative data in the
analysis. As pointed out by Cook & Zhu (2006), the evaluation of efficiency in the port sector
using DEA is usually based on the adoption of an exclusively quantitative data set. Nevertheless,
Cho & Kim (2015) observe that recently intangible inputs have been emphasized over tangibles
with respect to competitiveness in the container terminals sector, given that tangible inputs can
be imitated or also acquired by competitors, while this fact does not apply, in many cases, to the
intangibles.
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Fernández et al. (2000) define intangible inputs as immaterial resources that consist of knowl-
edge and information. The importance of such inputs in the financial results of companies is
highlighted in a Bontempi & Mairesse (2015) study that shows, for the sample analyzed, that the
productivity gains related to intangible inputs are equivalent to between 1 and 4 times the gains
related to tangible inputs.

Intangible variables in the port sector, as indicated by Córdova et al. (2016), improve decision
making, implying the adoption of more effective and efficient strategies, and are divided into
three groups: intellectual capital, organizational capital, and relationship capital. Such charac-
teristics can be related to the managerial aspects of port authorities and serve as a basis for
determining a set of intangible inputs to assess terminal efficiency.

González & Trujillo (2009) analyze that it is possible to increase productivity in the port sector,
and consequently, the production volume, at least in two different ways. The first of them is the
introduction of technical progress, which can be achieved, for example, through the acquisition
of a new portainer, which would also raise the efficiency frontier due to the introduction of new
input.

The second way is to better use the assets of the terminal in question through the workforce’s
qualification, for example, enabling employees to be better prepared to handle sophisticated
equipment. According to the authors, this second option would increase productivity without
adding inputs, bringing the terminal closer to the efficiency frontier.

The impact caused by the addition of an intangible aspect on the productivity and the efficiency
of a terminal can be clearly noted in this example. However, this example is an ad hoc analysis.
If a larger number of factors involving an efficiency assessment were included, such as the si-
multaneous assessment of different DMUs and the consideration of several inputs and outputs,
it would be difficult to relate a high or low efficiency to a factor such as the qualification of
employees, unless this factor is one of the inputs being explicitly considered. In addition, it is
expected that, by investing resources in training, better results will be obtained, and if this does
not occur, it can be stated that this process is inefficient.

3 MODELLING AND SOLVING THE PROBLEM

In this study, the assessment of container terminals’ relative efficiency is carried out by applying
the DEA method, more specifically the IDEA model, which enables the solution of the problem in
a single step and the proper handling of the intangible variable. It is adopted the output orientation
since the terminals’ main interest is to analyze how they can increase the containers’ movement
instead of reducing their inputs, as previously pointed out.

It is also assumed constant scale returns (CRS), considering that, as indicated by Tongzon (2001),
the models which use VRS usually demand a higher number of DMUs to define the production
frontier. It must be also noted the relative homogeneity among container terminals in developing
countries, as observed by Suárez-Alemán et al. (2016), who indicate that scale efficiency one
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10 AN APPLICATION OF THE IDEA MODEL IN THE ASSESSMENT OF CONTAINER TERMINALS EFFICIENCY

of the most significant determinants for the evaluation of DMU performance in regions such as
Latin America and the Caribbean.

The following four subsections present: i) the definition of the assessed DMUs; ii) the chosen
inputs and outputs; iii) the data collection process; iv) the treatment given to the data and the
model solution.

3.1 Decision Making Units (DMU)

The coverage of units assessed in this study is restricted to Brazilian terminals specialized in
handling containers, both terminals located in public ports and private terminals, called TUPs.
Among all Brazilian terminals, the 22 representing more than 99% of the annual container
throughput in Brazil in 2017 were contacted (ANTAQ, 2018).

However, it is noteworthy that nine of these terminals chose not to provide the necessary infor-
mation and could not be included in the analysis. Thus, the set of DMUs considered in this study
is formed by 13 Brazilian container terminals, each of them identified from now on by a letter,
from A to M. For the provision of the data, it was informed that their identity would not be linked
to the information. This decision was made in order to encourage managers to provide reliable
data related to terminal management practices, even when they are not excellent.

3.2 Inputs and outputs

The variables identified as the most relevant to the context of the study, and therefore proposed
for the construction of the model were:

• Tangible inputs: berth length, number of quay equipment, container yard area, and
maximum authorized draft;

• Intangible input: terminal management index;

• Output: annual throughput (in TEUs).

To determine the intangible input, it was asked whether the terminals’ managerial practices in-
clude a list of ten items or not. Five of those items are related to strategic management: analysis
of the internal and external environments (ex: SWOT matrix); definition and control of specific
objectives, indicators and targets; definition of action plans to achieve the objectives (ex: 5W2H);
guidelines for the systematic assessment of users satisfaction; and updating strategic planning at
periodic intervals of less than five years. The other five items are related to operational man-
agement: the specific department responsible for planning and controlling operations; terminal
operating system (TOS); periodic training program offered to the operational team; structured
and formalized process flow for loading and unloading containers; and a structured and formal-
ized plan for the maintenance of terminal equipment and infrastructure. For all of the ten items,
it is given the same height.

Pesquisa Operacional, Vol. 41, 2021: e244934
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For the purpose of this study, it is assumed that the more items covered by a terminal, the more
robust its management structure. Thus, the terminal management index of a DMU, which reports
to comprise all the ten items questioned, is superior to the same input of a terminal that reports
comprising eight of these items. It is not part of the scope of this study the evaluation of the
quality level that each item is comprised in each terminal, and henceforth, when it is indicated that
the management of a terminal is superior to another, the reference is the number of management-
related items covered by each of them.

In line with the precepts mentioned in subsection 2.2.1 DEA models, the fact that a terminal
comprises eight of the ten items listed does not mean that its management is 100% superior to
the management of a terminal that comprises four of them. It is only possible to state that the
former’s management index is superior to the latter, as well as it is inferior to the management
index of a terminal that includes all ten items.

Thus, after the data collection, the terminals were segmented into groups that include the same
number of items. The value of the management variable was assigned to each terminal according
to the ranking of the group in which it is located. The groups were ranked in ascending order, so
that the value 1 is assumed for the terminals having more items, 2 for the group of terminals with
the second largest number of items, and so on.

3.3 Data collection

The data collection was carried out in two distinct steps: secondary data collection and primary
data collection, respecting this sequence. The collection of secondary data was carried out by
consulting the Brazilian waterway statistics database, made available by ANTAQ (2018), the
master plans of the port complexes where each of the analyzed terminals are inserted, and the
webpages of the terminals.

With this information, surveys were sent to the terminals, filled in preliminarily to validate pre-
liminary information and obtain the information not available in the public domain. It should be
noted that the annual throughput of each terminal in 2017, measured in TEUs and obtained in
ANTAQ (2018), was not validated at the terminals.

This decision was made so that the output value of each terminal respects a standard criterion
since ANTAQ’s database does not take into account rearrangement movements of containers in
the vessel during operations, which are accounted for by terminals in most cases, thus avoiding
considering such volume for some terminals and others not. It is also taken into account, for such
a decision, that the data made available by ANTAQ is provided by the terminals themselves to
ANTAQ, so that the reliability of the data is safeguarded.

3.4 Data treatment and model solution

To solve the proposed model, it was used the software Stata, since it has a package called DEAS,
developed by Ji & Lee (2010), which includes the IDEA model. In order to respect the previously
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12 AN APPLICATION OF THE IDEA MODEL IN THE ASSESSMENT OF CONTAINER TERMINALS EFFICIENCY

mentioned assumption about the maximum number of variables depending on the number of
units analyzed, three of the four tangible inputs were reduced into one component using the PCA
method, which is also available in Stata.

The use of PCA is conditioned to the cases where there is a sufficient correlation between the
variables to be reduced since the components obtained must explain the variance in the original
data. Therefore, before the components were calculated, the Kaiser-Meyer-Olkin (KMO) tech-
nique was used, which, as explained by Katchova (2013), allows measuring the adequacy of the
data for the application of ACP.

The KMO test results in an index that varies from 0 to 1, calculated based on the correlation
between the variables, with values greater than 0.5 being considered satisfactory. Based on the
results of the KMO test, it was decided not to include the maximum authorized draft input in
the reduction of variables since the index found for this input is less than 0.5 and it does not fit
with the others. Therefore, the ACP was applied considering only the inputs: berth length, yard
area, and quay equipment, and a component was found that represents them in a single input,
designated structure.

After reducing the variables, the information collected about the each terminal’s management
practices was also treated, as detailed in section 3.2 Inputs and outputs, to group and rank the
DMUs according to the characteristics of their management structures. At the end of this step, a
total of four variables under analysis and 13 DMUs were obtained, with the necessary conditions
for the model solution being met. Table 1 shows the inputs and outputs for each DMU analyzed,
with which the model is run.

Table 1 – Variables used for the application of the output-oriented IDEA-CRS.

DMU Inputs Structure Draft Management Index Output Throughput (TEUs)
DMU A 3,62 12,70 1 811.905
DMU B 4,30 12,80 1 743.157
DMU C 2,40 14,50 3 618.619
DMU D 2,86 12,80 1 592.304
DMU E 2,83 14,40 1 460.769
DMU F 3,82 14,00 1 351.476
DMU G 1,49 15,00 2 301.049
DMU H 3,43 15,70 1 282.682
DMU I 6,69 11,00 1 270.331
DMU J 1,00 11,00 1 251.199
DMU K 2,38 14,90 1 209.204
DMU L 2,45 15,00 1 115.159
DMU M 2,11 10,80 4 74.553
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4 RESULTS AND ANALYSIS

The results of the output-oriented IDEA-CRS model run are shown in Table 2. In addition to the
relative efficiency of each DMU, a ranking is shown from the most efficient to the least efficient,
as well as the contribution of each efficient DMU in the target formation of the inefficient DMUs
(λ ).

Table 2 – Results of the output-oriented IDEA-CRS model.

DMU Efficiency Rate
Benchmark
DMU A (λ )

Benchmark
DMU C (λ )

Benchmark
DMU M (λ )

DMU A 1,00 1 0 0
DMU B 0,92 1 0 0
DMU C 1,00 0 1 0
DMU D 0,87 0,49 0,45 0
DMU E 0,67 0,35 0,65 0
DMU F 0,43 1 0 0
DMU G 0,78 0 0,62 0
DMU H 0,36 0,84 0,16 0
DMU I 0,38 0,87 0 0
DMU J 0,97 0 0,42 0
DMU K 0,34 0 0,99 0
DMU L 0,18 0,04 0,96 0
DMU M 1,00 0 0 1

It can be observed in Table 2 that three DMUs were evaluated as efficient: DMU A, DMU C, and
DMU M. Regarding the other DMUs, it is possible to calculate the target value for their outputs,
with which they would be considered efficient, dividing the output by the relative efficiency.

Besides that, recommendations can be made to the inefficient terminals considering the bench-
marks. The inputs and outputs observed in efficient terminals with similar characteristics shall be
taken as parameters to set output goals, review the inputs used and to assess operations productiv-
ity. Thus, the inefficient terminals can take the necessary measures to promote their development
if they are in their sphere of action or claim them if they are not.

DMU A is the main reference for five inefficient DMUs (DMU B, DMU D, DMU F, DMU H,
and DMU I), as it has the highest λ value in relation to them. Its annual container throughput
is precisely the target volume for DMU B and DMU F to achieve in order to be considered
efficient, since, in these cases, λ is equal to 1. In the same way as DMU A, DMU C is also the
main reference for five inefficient DMUs (DMU E, DMU G, DMU J, DMU K, and DMU L),
especially for DMU K and DMU L, for which the value of λ is close to 1. Finally, although also
evaluated as efficient, the DMU M does not contribute to the formation of targets of other DMUs.
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An important fact shown in the model results is that the DMU M and the DMU C, which had the
two worst classifications in the management index, were evaluated as efficient. Such information
tends to sound senseless since it is expected that entities in any sector that have a more robust
management structure will present better results.

Nevertheless, although these DMUs have been classified as efficient, both are not among the ones
that move more containers considering all the units analyzed, but just those that have the best
relationship between inputs and outputs. Simulating an investment in the management structure
of DMU M, which is, in fact, the one that moved fewer containers in 2017 among the 13 DMUs,
ceteris paribus, its efficiency turns into the worst among all DMUs analyzed, being evaluated at
a 0.14 efficiency rate.

The result of such simulation does not mean that the investment in a terminal management struc-
ture would imply a reduction in its efficiency, but that this fact should lead to an increase in the
container throughput of the terminal. It should be noted that a small container terminal, for ex-
ample, may not have the need of a management structure as robust as that of a larger terminal
and also may not have the market and infrastructure conditions to move the same amount of
containers.

Such a smaller terminal can have been idealized to serve a niche market. In this case, the fact
that the management index for a small-sized terminal is worst classified than a larger terminal is
not necessarily a negative aspect, and may be an indication of lean management, appropriate to
its reality. It should be added that this study has not analyzed the quality of each management
practice, which could be explored in further research.

5 FINAL CONSIDERATIONS

This study proposed a set of procedures for including intangible variables in the relative effi-
ciency of container terminals assessment through the application of the IDEA-CRS model, in
addition to the use of tangible variables that are widely disseminated in studies of this nature.
The proposed intangible variable relates to the strategic and operational management practices
of the terminals. As analyzed in section 4, it contributes to understanding the current situation
and the planning activities of the terminals.

The model solution resulted in three terminals considered efficient, taking into account the pro-
duction frontier derived from the interrelationships between the inputs and outputs of the 13
Brazilian container terminals evaluated. Among the terminals evaluated as efficient, only one of
them takes part in the group of terminals with the most robust management structure, according
to the definition proposed in the study.

This finding has shown that the relationship between the terminal’s management structure and its
efficiency is not directly proportional. On the other hand, the inclusion of this intangible aspect
in a one-step model makes more fertile the comparative analysis, encouraging the incorporation
of managerial improvement needs in the same debate in which are frequently discussed container
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terminal infrastructure and superstructure improvements. These aspects can thus be considered
in the priorities hierarchy.

Although adequate information has been collected for the construction, solution, and analysis
of the proposed model, it should be noted that the method applied in this study is dependent
on the data sent by terminals representants since such information is not disclosed to the public
domain. Therefore, it is recommended that in future works, more items related to the strategic
and operational management should be considered in order to increase variability in the responses
regarding container terminals managerial practices, and they could be even weighted differently,
using methods such as the Analytic Hierarchy Process (AHP).

Alternatively, another method for conducting data collection can be chosen. Some examples of
alternative means of data collection are conducting on-site surveys or requesting the submission
of corroborative documents for each information requested so that the researcher has greater
control over responses. Still, the method used to determine the intangible variable values in this
study can also be tested in other countries or regions that have more units to be analyzed and
greater accessibility to the data, as well in other types of terminals or in other industries, in
which case some adjustments shall be made.

Another recommendation for future studies involving the inclusion of management issues as one
of the variables for the efficiency evaluation is the use of a data panel, to evaluate the behavior of
efficiency over a set of periods. An example of this approach, with the exclusive consideration of
tangible inputs, is carried out by Serebrisky et al. (2016) and Suárez-Alemán et al. (2016). With
this approach, it would be possible to assess the consequences in cases where terminals have
investments in infrastructure, superstructure, or management structure along the period analyzed,
assuming that the return in container throughput can be observed in the short, medium, or long
term. Besides, other analyses can be conducted, such as the identification of whether the terminals
with the best management structure show greater efficiency growth over the years or not.

It should be also noted that, in its original mathematical formulation, DEA allows full flexibility
in the variables’ weights determination, therefore the model can assign higher weights to less
important variables and ignore the most relevant ones. In order to solve this potential problem,
some additional restrictions regarding the variable weights could be incorporated to the math-
ematical formulation of the multipliers model (PESSANHA et al., 2007), although Zhu (2003)
states that the incorporation of the weight restrictions related to the ordinal data does not change
the efficiency ratings.

Finally, the use of other intangible inputs to assess the terminals’ efficiency, such as its employ-
ees’ qualification, the conservation of its equipment, and the existence and quality of the road,
rail, and waterway accesses, can also be considered. Although the characteristics of access to
ports are variables that the terminals normally do not control, they are factors that, as indicated
in Wanke & Barros (2016) and Yeo (2010), greatly influence competitiveness and efficiency in
the port sector.
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