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Abstract
Purpose:
The Namibian government, wish to develop the port of Walvis-bay into a gateway port-centric hub to serve southern Africa.  They believe that it would enhance trade in the region which would improve the physical infrastructure of the country and develop the logistics industry with a concomitant improvement in service levels and the skills to provide them.
Assuming that this is successful, the proponents of this development postulate that the improved port and infrastructure, supported by the trade that it brings, will generate additional income that can be cascaded down to the whole population, thus reducing poverty and improving the distribution of income amongst the nation’s residents.  
Research approach:
Previous research has suggested that the barriers to logistics development in Namibia are likely to prevent the proposed port development from succeeding, at least to the scale and in the time frame envisaged by its supporters (Savage. C.J., Fransman. L. et al. 2014). Nevertheless, as the port exists and will be developed in some form and to some extent, it is important to try to determine whether, if successful, the development would prove to be a good use of the country’s resources.    
The research used a critical realist approach to analyse the views of stakeholders to determine their views on the probability of success of the port of Walvis-bay development as well as its impact in terms of trade development and the distribution of income.  The output from this exercise was compared with historic information on other major infrastructure developments in other countries and the subsequent impact on the distribution of income.
Findings and Originality:
The research showed that whilst most stakeholders are very optimistic about the success of the venture and its impact on trade, they were far less confident about the likelihood of any improved income being fairly distributed.  Nevertheless, since the political changes following Namibian presidential elections of late 2014, they have become more optimistic about the likelihood of more equitable distribution.
Research Impact:
The output supports previous research but challenges the ethics of developing nations making speculative investments in major infrastructure where this may restrict the funding of potentially more immediately beneficial projects.  The identification of this ethical issue could contribute to triple bottom line costing of future large infrastructure developments in the southern African region. 
Keywords: Supply chain ethics, infrastructure, developing countries and sustainable logistics.
Introduction

Many developing countries strive to develop major infrastructure elements in the hope that they will bring significant benefits such as improvements in income generation, for example by increasing trade.  Those controlled by benevolent governments aspire to use the revenue provided by that trade to improve the general wellbeing of the populous by fairer distribution of income (e.g. by making social improvements).  The proposed development of the port of Walvis-bay into a gateway port-centric hub to serve southern Africa is an example of this where the belief is that it would enhance trade in the region which would improve the physical infrastructure of the country and develop the logistics industry with a concomitant improvement in service levels and the skills to provide them.
Assuming that this is successful, the proponents of this development postulate that the improved port and infrastructure, supported by the trade that it brings, will generate additional income that can be cascaded down to the whole population, thus reducing poverty and improving the distribution of income amongst the nation’s residents.  This research questions the ethics of the proposed plans.

Research Problem.

As noted above, a key stated aim of the Walvis-bay project is to enhance the income and wellbeing of the population through logistics infrastructure development.  Whilst there is a wealth of published research about income distribution and wealth inequality, that linking these concepts to the development of infrastructure such as ports in developing countries is extremely meagre.  The need to challenge the ethics of the concept is the reason for this research and it forms the main research question.  To answer this, the paper will use of the following subsidiary questions as its objectives:


1. If successfully developed, will the new infrastructure improve trade & thereby generate income?
2. If income is generated, will the host country be the beneficiary of it?
3. If the host country does derive income, who will benefit?
4. If the probability of a positive answer to any of the above is in doubt, should developing countries spend limited revenue on infrastructure rather than more immediate needs such as (say) humanitarian relief or HIV medication?

Literature Review

The probability of new infrastructure improving trade and generating income

Firstly, there is no guarantee that any infrastructure project will succeed because as Osei-Kyei. R. and Chan. A.P.C. (2016) affirm, Sub-Saharan Africa is among the regions with high numbers of failed projects.  Setting that aside, there is no doubt that the development of an efficient transport system is important for all Sub-Saharan countries, including Namibia, to improve the efficiency of the flow of raw materials and goods (Voordijk. H. 1999).  It is also clear that to be efficient, transport needs to be underpinned by sound infrastructure.  Further, it is apparent that trade is inexorably linked with logistics (World Trade Organisation 2004, Korinek. J. and Sourdin. P. 2011).  Good logistics can enable trade and, conversely, where transport or logistics is weak there will be an adverse impact on trade (Ward and Barreto 2011).  Following on from this it may appear that new investment in ports, railways and roads will generate economic growth over time through increased trade.  This view is advocated by Bergman and Feser (1999) who suggest that enhanced infrastructure such as ports and other supply chain nodes could help link together the various strands of regional policy to generate economic development better business productivity, enhanced innovation and attract new firms to regions.   It may be that benefits are more likely to accrue in the case of developed countries Merk. O. (2010) cites the example of London saying that the growth of high-value added activities related to the maritime domain there has been shown to contribute directly through employment, GDP increase, fiscal revenues and overseas earnings, and indirectly through the multiplier effects of wage spending and increases of demand in the supply chain.  Nevertheless, it is essential to note that, whilst infrastructure constraints can prove to be a major setback in the creation of effective gateways (Transport Canada 2014) the evidence that new or enhanced infrastructure will yield new trade is by no means overwhelming and there are many examples of cluster-formation policies that have met with mixed success exist (Melançon. Y. and Doloreux. D. 2011).

Support for this view is provided by O.E.C.D. (2002) who suggest that there is a lack of understanding of the impact of transport infrastructure on regional development.  It is important to appreciate that although an increase in economic growth may be attributed to improvements in infrastructure, the increased demand for the service facilitated by that infrastructure could be attributable to increases in economic growth (i.e. the income elasticity of logistics infrastructure demand)  (Röller. L-H. & Waverman. L., 1996).  The latter suggests an endogenous relationship where transport infrastructure investment should take place only when the trade generated demand is there (Hoyle. B. S., 1973). In other words, when economic development within a region is taking place, new roads, railways and port facilities will give a further boost to an emerging vibrant regional economy (Button. K.J., 2005).  For developing economies, this will, in turn, promote the regular flow of labour to urban areas over time.  In contrast, Beckers. F. et al. (2013) cite overconfident projections around demand as one of the main uncertainties that can put a major infrastructure project at risk.  This alternative approach, of building infrastructure in the hope or belief that trade will develop to use and pay for it, if unfulfilled, can produce a chaotic and uncontrolled flow of population, aggravating social problems and the further impoverishment of rural communities (Hoyle. B. S., 1973).

Overall published research into the benefits to trade and income accruing from infrastructure development is inconclusive.  There are instances of success but those of failure, especially in developing countries imply that the risks must be carefully considered.

Will a host country benefit for infrastructure investment?

Whilst most developing countries would like to undertake major infrastructure developments, few if any, have the financial capability to do so unaided.  Therefore, it is usual for them to seek help in the form of donor funding or foreign direct investment (FDI).  A significant issue here, apart from the problem of acquiring such support, is the impact that such arrangements may have on the share of any benefits that may accrue to the host country.  For example, Kimani. M. (2009) states that ‘operations in Africa have generated big profits for foreign companies, with little local benefit’ and quotes Festus Mogae, the former president of Botswana, as saying that African countries enticed investors by granting incentives such as extensive tax and royalty exemptions, which meant that the earned very little from such contracts. In a similar vein, the BBC (2012) suggest that ‘profits from resource exploitation leave the (African) continent entirely in the hands of foreign-owned companies which pay low rates of tax.  On the other hand, without FDI many African projects would never start and one must bear in mind the potential for ‘benefits in kind’ such as the gaining knowledge and expertise.  Even here though there are risks for example: African Development Bank (2012) suggest that Chinese companies have been accused of unfair competition without forging strong links with local firms, which has resulted in a lack of transfer of skills and technology.  The same authors add that China has been identified (by the World Bank) as the biggest ‘land grabber’ in the world and in Africa.

Overall the literature gives little confidence in the likelihood of (African) host nations benefitting significantly from infrastructure development.

Who will benefit if the development creates better trade and revenue for the host country?

Authors such as Calderón. C and Servén. L. (2008) cite Africa’s deficient infrastructure as a major obstacle to the reduction of poverty so, at a superficial level, this would appear to be a pointless question.  Surely, if a country is able to generate additional income, it is axiomatic that all of its people must benefit?  Unfortunately, for developing countries, this is often not the case.  For example, as the BBC (2012) states ‘there are greater economic inequalities in resource rich countries than elsewhere’.   Smith. S.C. (2005) and Schmidt. M. (2009) suggest that, in developing countries, an overall increase in GDP will only benefit a small number of individuals rather than the populous as a whole, whilst Kamwanyah. N.J. (2014) and Muraranganda. E. (2015) claim that this is particularly true in Namibia.  This suggests that any increased revenue is not shared equally amongst the populous but is retained by the privileged few.  A good way of measuring inequality is by use of the Lorenz curve that shows the proportion of national income earned by any given percentage of the population (measured from the poorest upwards) (Sloman. J., Wride. A. et al. 2015) and the Gini coefficient that measures income inequality and varies between 0, which reflects complete equality, and 1, which reflects complete inequality (World Bank 2016).  Many developing countries have very high Gini coefficients, for example: Namibia, which is classified as an upper-middle income country (World Bank 2012), had a Gini coefficient of is 0.639 (United Nations Development Programme, 2014) the highest and therefore most uneven distribution recorded in the listing.  
There may be many reasons for this but Wiig. A. (1999), Gyimah-Brempong. K. (2002) and The Namibian (2015) claim that, to a significant extent, it is due to corruption.  Lambsdorff. J.G. (2007), Freedom House (2012) and GAN Integrity Solutions (2015), show that corruption still persisted despite a quarter of a century of independence and stable government under the S.W.A.P.O. party.  Others, such as Keshii. N. (2013), claim that this is partially enabled by the continued single party dominance because ‘the current S.W.A.P.O. leaders are not the right people to steer the democratic future of Namibia due to their alleged past corrupt practices’.
Whatever the cause, literature suggests that, in developing countries such as Namibia, any benefits derived by the host country from increased trade seem unlikely to be shared fairly across the population.  
Summary
Overall the literature suggests that, in developing countries, the chances of logistics infrastructure projects generating income through increased trade, retaining it and distributing it evenly across the population are rather small.

Methodology and research work

Previous research has suggested that the barriers to logistics development in Namibia are likely to prevent the proposed port development from succeeding, at least to the scale and in the time frame envisaged by its supporters (Savage. C.J., Fransman. L. et al. 2014). Nevertheless, as the port exists and will be developed in some form and to some extent, it is important to try to determine whether, if successful, the development would prove to be a good use of the country’s resources.    
The research used a critical realist approach, which garnered and analysed the views of stakeholders to determine their views on the probability of success of the port of Walvis-bay development as well as its impact in terms of trade development and the distribution of income.  The output from this exercise was compared with historic information on other major infrastructure developments in other African states and the subsequent impact on the distribution of income.

Results / analysis

During an investigation into the issues of developing a sustainable port-centric logistics hub at Walvis-Bay, Namibia, it became important to establish the views of the potential stakeholders on the likelihood of success and probable impact of the project.  To accomplish this, stakeholders were surveyed using Likert scale questions to examine their views on the possible success and impact of the proposed development.  The questions examined the following three aspects:
1. What would be the probability of success?
2. If successful what would be the effect of such a development on trade?
3. If successful what would be the effect of a cluster on national development? 

The surveys, which were anonymous, collected data using an Internet-mediated questionnaire designed and administered via the online software tool SurveyMonkey™. This was first conducted in 2014 and repeated in 2015.  The stakeholder groups were similar on each occasion, but as the surveys were anonymised it is not possible to know how much individual overlap occurred.  Tables  1, 2 and 3 show the results from the two surveys and they are followed by a brief comment on the results.

1. What would be the probability of success?

Answers to this question were almost identical for both years: over 90% of the respondents felt that the Namibian logistics industry probably or definitely would successfully develop and operate a hub / cluster at Walvis-bay with less than 10% felt that they would probably or definitely fail.  Clearly the expectations are extremely positive although it is too early to assess how realistic those expectations are.

2. If successful what would be the effect of such a development on trade?

Table 1 summarises the findings in terms of the percentage views of the impact on trade locally, regionally and internationally, showing the change between 2014 and 2015.   It suggests that the majority of stakeholders were still very optimistic about the potential impact on trade and that this optimism may have increased over the time between surveys.  In general the respondents were more positive about the local effects (i.e. in Namibia and the S.A.D.C.) than internationally.  There is also a very slight negative movement in terms of Namibian trade.

	
	Negative
	Minimal
	Slightly Positive
	Very Positive

	Namibian trade
	
	
	
	

	2014 view
	0%
	5%
	24%
	71%

	2015 view
	4%
	0%
	13%
	83%

	Movement +/-
	+4%
	-5%
	-11%
	+12%

	S.A.D.C. trade
	
	
	
	

	2014 view
	0%
	0%
	27%
	73%

	2015 view
	0%
	0%
	20%
	80%

	Movement +/-
	0%
	0%
	-7%
	+7%

	Global trade
	
	
	
	

	2014 view
	0%
	14%
	36 %
	50%

	2015 view
	0%
	15%
	20%
	65%

	Movement +/-
	0%
	+1%
	-16%
	+15%


[bookmark: _Toc443839777][bookmark: _Toc444014572][bookmark: _Toc444015383][bookmark: _Toc444271763]Table 1: Opinions of Namibian stakeholders on the probable impact of a hub on trade: Comparison of the 2014 and 2015 surveys.
3.  If successful what would be the effect of a cluster on national development? 
	
	Negative
	Minimal
	Slightly Positive
	Very Positive

	Economic development
	
	
	
	

	2014 view
	0%
	0%
	27%
	73%

	2015 view
	0%
	0%
	5%
	95%

	Movement +/-
	0%
	0%
	-22%
	+22%

	Social development
	
	
	
	

	2014 view
	5%
	5%
	45%
	45%

	2015 view
	0%
	5%
	20%
	75%

	Movement +/-
	-5%
	0%
	-25%
	+31%

	Distribution of income
	
	
	
	

	2014 view
	5%
	14%
	36%
	45%

	2015 view
	5%
	15%
	20%
	60%

	Movement +/-
	0%
	+1%
	-16%
	+15%


Table 2 summarises the findings in terms of the stakeholder percentage views on the development and the distribution of income within Namibia.  It suggests that, over the past year, there has been a swing towards the positive side of these economy related factors with most responding stakeholders showing increased confidence that the impact on economic and social development will be very positive.
[bookmark: _Toc443839778][bookmark: _Toc444014573][bookmark: _Toc444015384][bookmark: _Toc444271764]
Table 2: Opinions of Namibian logistics stakeholders on the probable impact of a hub on development: Comparison of the 2014 and 2015 surveys
They are, however, more pessimistic about the effect on social development and there is still less confidence about the effect on the distribution of income.  Nevertheless, the open cynicism over income distribution apparent in the 2014 survey has all but disappeared in 2015 and has been replaced with a more optimistic view of the future.  It will be interesting to see if there is a real improvement in the distribution of income that will lead to improvements in social conditions and in Namibia’s Gini coefficient.
Discussion 
As noted above, the literature suggests that, in developing countries, the chances of:
1. logistics infrastructure projects succeeding 	
2. generating income through increased trade and retaining it in the country
3. distributing it evenly across the population are rather small.  
are all rather small.
Therefore, if one adds the probabilities of these together, the chance of such a development succeeding and leading to a genuine distribution of the resulting income is likely to be very small.
Looking at the Walvis-bay port example, however, a somewhat different picture emerges.  Here the stakeholders show great optimism about the success of the project and its impact on national as well as regional trade.  They are also fairly optimistic about the project’s ability to generate increased trade and income.  NB The question on retention of income by the country was not included in the survey.  In terms on the fair distribution of income, however they were initially quite sceptical but this view was far less pronounced during the second survey, which suggests that Namibians believe that the election of the new president in late 2014 has improved transparency in government and that this will have a positive impact on trade, industry and development.
It is difficult to be sure of the reasons for this apparent discrepancy, but table 3 shows likely causes:
	Infrastructure projects success
	{A lack of understanding of the complexity of the issues and
{ naive overconfidence in the industry’s ability.

	Income generation and retention
	

	Fair distribution of income
	An initial an awareness of the government’s ‘track record’ that has been superseded by optimism following a change in government combined with a lack of awareness of the causes.


Table 3: Probable reasons for Namibian stakeholder’s apparently non-standard views on infrastructure projects
Distribution of income and corruption
[bookmark: _GoBack]As noted in the literature review, unequal distribution of income often stems from corrupt practices.  An important issue here is the perception of what constitutes corruption.  Most Namibians regard their country as being free of corruption (Keulder. C. and Wiese. T. 2003), but this is because many examples of corrupt behaviour at all levels from the appointment of government officials, through the awarding of contracts to bribing police and other officials are regarded as acceptable and part of the “norm” (Savage. C.J., Fransman. L. et al. 2014).  Whether this acceptance is part of the colonial legacy or a feature of the indigenous culture is impossible to determine.  It is likely to prove extremely difficult to eradicate but, whilst such practices persist, the fair distribution of income is virtually impossible.

Conclusions
Whilst there is some discrepancy between the literature reviewed and the case study, it is apparent that, within the limitations of the research, it would be foolhardy to assume that a major investment in a logistics infrastructure project will a) succeed, b) improve trade and generate retainable revenue and c) lead to a fairer distribution of income across the population.  In the light of this it is reasonable to conclude that any pre-project cost benefit analysis, should include a risk assessment that compares the probable benefit to the populous compared to the lost opportunity of spending the finance on something that will give a more direct benefit to the people such as medical aid or education.
On the other hand, if no investment is made the long-term development of the country’s industry and trade will be restricted, so it is important that all sides of the equation are evaluated.  This creates an ethical dilemma that can only be addressed using cost benefit analysis that is mindful of future potential development but based on realistic triple bottom line costing that includes the needs of the poor and disadvantaged who lead a subsistence existence.  Of course, keeping such people “in their place” suits the needs of the kleptocrats that are often responsible for the government of many developing countries.  This presents a challenge to democracy.  Logisticians may not be able to change electoral processes or cultures, but they do have an ethical duty to point out the issues and try to ensure that people understand all facets of proposed developments.
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