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Abstract
The Inditution of Infrastructure and the Development of Port-Regions
by
Peter Voss Hall
Doctor of Philosophy in City and Regiond Planning
Universty of Cdifornia, Berkdley

Professor Annal_ee Saxenian, Chair

This dissertation asks what role locd public agencies might play in regiond economic
development through the market- shaping inditutions they create and sustain. Recent
economic geography literature has sought to account for patterns of regional development
interms of indtitutiona differences across space. Research has sought to identify and
understand these indtitutions, defined as taken for granted formal and informal rules,
practices, norms and patterns of behavior. However, the current literature is vague about

the role of public policy, and often ignores extra-regiona economic forces.

This dissertation confronts these problems directly by examining the inditutiondized

rel ationships between one type of local public agency, port authorities, and one globa
industry, automobile manufacturers. The evidence presented in this dissertation conssts

of case studies of two public port authorities (Baltimore and Long Beach) and various
automobile importers (Toyota, Honda, Mercedes and V olkswagen), supported by
documentary and economic data. The research Strategy involves tracing the consequences

for the geography of automobile import activity of indtitutiona change in public ports.



| argue that the economic geography of automobile import and distribution activities can
be sysematicaly related to changes in the planning, leasing, pricing, and management
policies of US public port authorities. Firms using such public infrastructure seek a
relationd fix, or an appropriate set of indtitutionalized relationships, that allows them to
overcome the uncertainties associated with investment and other economic actions. How
port authorities go about providing infrastructure — the planning policies they promote,
the financing mechanisms they employ, the contracts they enter into, the labor relaions
they sustain, the organizations they create — these indtitutions al support particular
relationa fixes and devaue others. Changes in these indtitutions arising from the process
of containerization have changed the actua and potentid relationships between
infrastructure providers and users. In turn, this influenced both the patterns of port usage

and infrastructure investment decisons.

The findings indicate that local public agencies are able to influence regiond economic
development outcomes through attention to the inditutions governing the relationships
between multinationa firms and other economic actors. A centra chalengefor locd
public agenciesisto achieve indtitutiona compatibility with adivergty of economic
actors, in away that is both responsive to changesin industry organization and
accountable to local communities. For plannersin particular, this implies paying closer
atention to the way in which inditutions influence actua and potentia public-private

relationships.
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Chapter 1

Introduction

Every day, thousands of new automobiles and light trucks are driven off and onto ships a
segports across the globe on their way to remote market locations. Segports are taking on
particular significance as the future success of automobile manufacturersis shifting from
“excelence at the point of production — now more or less assumed — toward excellencein
governing spatidly dispersed networks of plants, affiliates and suppliers’ (Sturgeon and
Florida 2000; 1). And however sdient these networks appear to be today, automobile
manufacturers have for many years faced arange of strategic choices about theway in
which they manage their logigtics chains, and the rdationships they seek with various

public and private actors.

The empirica materid for this dissertation thus concerns the somewhat specidized
activity of the handling of such automobile importsin the sea-ports of the United States.
Within this narrow logidtica function, there is condderable variation. For some
automobile firms, port operations are important nodesin their overal digtribution system,
while for others, ports are smply points of entry to be passed through asrapidly as
possible. For some port authorities, automobile accounts are highly prized, while for
othersthey are adigtraction from the ‘red’ business of modern ports, which isthe

handling of containers.



Not only are the variations important, over the last twenty years there have been profound
changes both in the port business and in the volume and mix of automobile shipments. As
Port Authorities have confronted the container revolution, they have sought to redefine
their relationships with the cities that host them, as well as with the users of ther

fadilities. Leasing, pricing, financid and plaming policies have been changed, as have

organizationa structures, labor rdations and infrastructure spending priorities.

Automobile importers too have faced an equally profound set of changes. In response to
threats of trade sanctions, East Asian and European automobile firms have opened
trangplant assembly plantsin various North American locations. This has reduced the
overdl volume of imports dramaticaly — from over 4 millionin 1986 to alow of 1.7
million automobiles and light trucks in 1996 (see Figure 1.1). Automobile importers have
rationalized their patterns of port usage, with important consequences for livelihoods and

locdlities.

The story of variation and change to be reported here thus has awider relevance in the
study of regiond economic development, and provides an opportunity to reflect on the
role of sub-nationd indtitutiona differencesin regiond economic devel opment outcomes.
What accounts for the variations and changes in the patterns of port usage by automobile
importers? Clearly many factors are implicated here, but from aregiona economic
planning perspective, the factors that are amenable to policy intervention are of most
interest. In what follows, | will argue that sub-nationd ingtitutiond differences between

port authorities account, in part, for the patterns of port usage by automaobile importers. In



more generd terms it is the argument of this dissertation that loca public authorities have
agency in the establishment and sustaining of the ingtitutions of economic governance,

and through this agency exercise someinfluencein the regiona development process!

Figure 1.1 Sdles of Foreign Automobiles and Light Trucks, USA 1976-2001
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Source: Bureau of Economic Analysis, Department of Commerce.

Y Intheinterests of clarity, | have adopted the following definitions of the key concepts used in this study:

() Institutions*consist of cognitive, normative, and regulative structures and activities that provide
stability and meaning to social behavior. Institutions are transported by various carriers— cultures,
structures, and routines— and they operate at multiple levels of jurisdiction” (Scott 1995: 33). The
institutions that are central to this study are the norms, policies and practices governing economic
activitiesin US seaports.

(b) Organizations are “collectivities oriented to the pursuit of relatively specific goals and exhibiting
highly formalized social structures’. The * participants are pursuing multiple interests, both disparate
and common”, so forming a shifting coalition that is dependent on continuing exchanges with, and is
constituted by, the environment in which it operates (Scott 1998: 26-29). The organizations that are
central to this study are public (port) authorities and firms (automobile importers).

(c) Agency (or action) refersto “acontinuous flow of conduct” which involves a“stream of actual or
contemplated causal interventions in the ongoing process of events-in-the-world” (Giddens 1979: 55).
Agency does not imply unconstrained voluntarism, but it is“anecessary feature of action that, at any
point in time, the agent could have acted otherwise” (Giddens 1979: 56).



Life after Fordism

Why isthis an important finding? The outlook for the advanced economies of North
Americaand Western Europe in the 1970s and early 1980s was bleak. The automobile,
long the symbol of American post-war economic power, came to represent everything
that was going wrong. One of the nation’s largest automobile conglomerates, Chryder,
had to be bailed out by government assistance. Severd large automobile plants were
closed, with devadtating effects on lives and locdities. If an enemy could be identified, it

often took the form of the foreign, particularly Japanese, automobile import.

If the automobile was at the center of the crisis as experienced, it also assumed a
prominent place in the resultant pessmigtic theorizing about economic development. By
the early 1980s, the accumulation of changes in economy, society, technology and
politics had become so gresat that social commentators were casting around for new ways
to describe what had passed, and what was coming. The automobile, recast in the
language of the French regulation school, came to describe what was passing. The
concept of Fordism provided a powerful way of understanding the connections between
changes in the production sphere and changes in the structure of demand. Under Fordism,
cost-minimizing and inflexible production systems had been sustained by, and had in turn

sustained, stable patterns of demand.

So, Fordism, and its fellow-travelers, the welfare state, mass-production, industrial

capitalism, Keynesan macroeconomic management... were giving way to something



new. But what was that something? Jargon abounded ... post-fordism, neo-schumpetarian
workfarism, flexible accumulation, informationd capitalism, monetarism. .. yet the ‘new’

remained surprisngly dusive and contradictory, and for many, deeply troubling.

No more clearly was this theoretical pessmism illusirated than in the debates about the
concept of globdization. A crisis of the welfare state had been apparent for some time
(O Connor 1973), and the sense that forces ‘ out there’ were determining the fortunes of
places and people was pa pable. Disciplined by globd financid markets, the nation- state,
that traditiona defender of civic rights, was said to be *hollowed out’ by a series of
enthusagtically implemented policy innovetions: deregulation, decentraization and
privatization (see, Rhodes 1994). For many Anglo-American planners, these were the
darkest days of policy pessmism, asthe will and ability of the nation-state to intervene

Was seen to retredt.

For awhileit appeared that surprisng empirica inconsstenciesin the developing world
would provide a more positive modd for public policy. The earliest andydts of the
manufacturing job losses in the advanced economies predicted a continued technologica
imbalance between ‘north’ and ‘ south’. For Frobel (1978), Massey (1979 and 1984) and
others, capitd’ s search for new locations within which to exploit labor was driving a new
globa spatid divison of labor, and are-cementing of regiond inequaities. However, a
the same time, the experience of various Asan countries was demondgtrating that the
opposite might just as easly be true. Some theorists took this as a hopeful sign for

industrid policy (see Amsden 1989; Johnson 1982).



Automobile imports from Asia could now be recast not as signs of low-road competition,
but rather as symbols of the productivity gains flowing from an dternaive mode of

‘lean’ manufacturing production (Womack et d 1990). The resulting literature dso
aerted us to the importance of embeddedness, or the presence of the appropriate
connections between state and private actors that promote the identification, creation and
exploitation of development opportunities (Evans 1995). However eventsin Japan and in
many of the “Agan tigers’ during the 1990s have dampened much of the enthusiasm for

nationd industria policy.

In any event, the macro-economic picture in North America began improving from the
early-90s, led by another set of empirica inconsstencies that have provided fodder for a
more enduring approach to understanding the uneven geography of capitdism. Since the
early 1980s, scholars had been writing about the surprising success of semi-periphera
locations closer to ‘home’ such as Silicon Valey (Saxenian 1994) and the third Italy
(Piore and Sabel 1984). Tied to a bigger argument about the transformation of the Fordist
indugtrid economy, a new explanation for regiona growth differentias was offered. The
new globa economy required, indeed demanded, regiond industriad systems that could
promote continua productivity gains, and foster learning and the recombination of ideas
(Storper 1997). A rdated literature described for us how locd inflexibility contributed to

decline (Morgan 1997).



Inits cdebration of locd difference, the initid formulations of this new pathway to
economic sdvation wererightly criticized for ignoring nationa regulatory frameworks

and globd forces (Liepitz 1993). The ensuing debate saw amore measured regionalism.
Subsequently the attention of regiona development scholars has become firmly focused

on the articulation of the loca and globd forces that inform differential development
trgjectories (Cox 1997; Gertler 2001). The movement of commodities, ideas, investments,
and people is now viewed as being conditioned both by the particularities of place aswell
as the changesin the technology thet facilitate these flows. We now understand, for
example, that trangplant production in the US by transnationd Japanese automobile
manufacturers entails a complex process of locdization (Mair 1994). In this new

geography, cities and regions occupy a privileged place (Taylor 2000; Storper 1997).

Of course, the recognition of the role of regiona differencesin the globa economy does
not imply aringing endorsement of the new order. Scott (1998), for example, accepts that
adiffuse globa order characterized by inter-relations between far-flung regiond
economies, rather than nation-tates, is emerging. He notes however thet this
“raises the burning question of how, in a prospective global mosaic of regiona
economies, individua regions can maximize their competitive advantages through
intra-regiond policy efforts while smultaneoudy working together
collaboratively to create an effective world-wide inter-regiond divison of labor

with appropriate built-in mechaniams of mutud ad, and especidly some
modicum of collective assstance for falling and backward regions’ (161).

Despite the warm reception enjoyed by the new paradigm of governance (see Stoker
1998), many are profoundly pessmigtic about the possibilities for public policy a the

local level (Jessop 1995). For those who seek areturn to the stability of the Fordist era,



the redigtributive incapacity of the loca gtateis particularly worrying. For those
emphasizing the power of multinationa corporations, globa — or at least supra-netiond
regiond — government makes more sense than fragmented, squabbling, local control
(Sassen 1997). For those emphasizing the importance of loca regimesin directing the
activities of the locd date, effective locd public policy isviewed as being limited to
reinforcing the exigting development trgectory. For those emphasizing democratic
accountability, the insulation of loca specia purpose government from political

influence is a source of concern.

These concerns dl have vaidity; however the fact remains that the relative importance of
loca and regiond economic interventions has certainly been increasing since the early
1980s (Eisinger 1988; Teitz 1994). If we accept Peter Evans suggestion that "variationin
(development) involvement depends on variaions in states themselves' (1995: 11), then
variationsin the capacities of loca public agencies take on a heightened significance. Or
perhaps they were aways important, but an “embedded statism” (Taylor 2000) or
“methodologicd nationaism” (Peck 1996) smply blinded us to this possibility? In any
event, to the extent that loca public agencies reflect wider societd goals and can actudly

achieve them, they may represent Stes for aless fragmented public policy.

This brief review of recent regiona development literature has highlighted three
important and connected ideas. First, we now live in a globaized economy that feds less
stable and certain than the fordist economy that has passed. Second, the internd

ingtitutiond dynamics of local and regiond economies have gained sdlience as abass for



growth in this new economy. Third, sub-nationd public agencies may represent an
increasingly important Site for the governance of economic devel opment processes.
These circumstances define the politica significance of this dissertation, and its
chdlenge. What is the space for public policy and intervention at the locd leve in the

current era? Do we have any reasons for optimism?

The argument summarized

This dissertation takes the view that inditutions are important because they structure

rel ationships and information exchanges, which in turn guide economic actions. In the
business of shipping automobiles, relationships may be flegting and anonymous
transactions, or they may be enduring, historica and specific to the parties involved. Both
firms and public agencies work to build these relationships, and they commit resources
based on them — from tangible physica investments to operating systems to identities.
Echoing Harvey (1982), but with an emphasis on relationships rather than fixed capitd, |
argue that multi-nationd corporations require a firm-specific “relationd fix” in order to
make investments. The nature of this*fix’ hasimportant consequences for economic
development outcomes. Loca public agencies, and indeed other agents of regiond
governance, have a partia ability to influence the form of these relationd fixes. The

answersto alinked pair of theoretica and empirica questionsled me to this conclusion.

Fird, in generd terms, whét role do loca public agencies play in regiona development? |

argue tha in providing infrastructura services, locd public agencies create and sustain



sets of relationships that mediate decisionmeking by firms. The provison of
infrastructure may thus be viewed as act of ingtitutiond (re)building.? Oncein place,
these indtitutions smultaneoudy influence future decisons about investment in and usage
of public infragtructure, as well as the organization of production and distribution
activities. This gpproach builds on a particular theoretical approach to understanding how

economic decisons are taken.

Drawing on the debate over structure and agency, | emphasize the deliberative and
drategic nature of decision-making processes in both firms and public agencies. In this
gpproach, indtitutionaized relationships, and the information they provide and privilege,
take on agpecid sgnificance, snce thisis what guides action. By using theterm
‘inditutionalized relationships, | seek to convey the ideathat rel ationships between
actors (firms, ports, carriers and so on) are structured by the ingtitutions (from informa
norms to formd rules) that set the boundaries of how, when, where and in what ways the

parties may interact and share information.

In specific terms, | examine the role seaports play in regiona development. Ports
gimulate economic activity through the movement of cargo. Of course variationsin the
origin and dedtination of freight, value, transport mode, and so on, have different
consequences for aloca economy. However, the theoretical perspective advanced here

raises adifferent kind of empirical question; how do firms and agencies ded with the

2 |t isuseful to re-state the distinction between institutions and organizations again at this point. Chapter 6
contains a case study of a port authority that has a series of formal mandates and informal norms that lead
officialsto interact more closely with shippersthan carriers. These institutions do have an organizational
manifestation. For instance, the marketing department of this organization is well resourced and is
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uncertainties of long-term infrastructure investments? | show how port authorities
influence the rel ationships between the economic actors, relaionships that alow capitd,
human and organizationd investments to be made in an uncertain world. How ports go
about providing infrastructure services — the planning policies they promote, the
financing mechanisms employed, the details of the contracts they enter into, the [abor

relationsthey sustain — these al support certain relationships and not others.

The second question addressed in this dissertation is oriented towards practice: just
because relationships, and the indtitutions that Structure them, are important does not
mean that public policy can do anything about them. Indtitutions are shaped in important
ways by technological, market and politica forces. However, in what follows | teke a
more optimigtic view of public palicy, arguing that inditutiona choices, dthough
circumscribed, do exigt within locd public agencies. What then are the characteristics of
indtitutions that are more likely to enhance or promote innovation, the ng of new
markets and productivity gains? In other words, can loca public agencies conscioudy

gtimulate economic development?

| show that as port authorities confronted the container revolution, they engaged in
rounds of infrastructure spending, cost-based competition and indtitutiona tinkering as
they sought to attract cargo. Of most interest here are the conscious and deliberate
changes by the port authorities to the indtitutions governing their relationships with

private firms, and the intended and unintended consequences of these indtitutiona

structured to ensure ongoing contact with shippersin inland and overseas locations. The role of institutions
in organizational cohesion, structure and action has become increasingly recognized (see Scott 1995).
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experiments. These forma ingtitutiona changes, enacted by public officids and
essentidly exogenous from the perspective of the individua importer of non
containerized automobiles, are implicated in the changing digtribution systems of various
automobile importers. Some Ports have been able to accommodate a variety of
automobile importers, while others have implemented changes that sdlectively displaced

some port users.

Hence, acentra concept | use to argue that loca public agencies can indeed play a
deliberate role in economic development isthat of inditutional compatibility. For public
agencies, the chdlenge is to achieve compatibility with severd firms; thus * better’
indtitutions are heterogeneous and solve collective action problems. Locd public
agencies are more likely to sustain economic activity, especidly the dynamic and
disruptive processes of innovation and technologicd change, if inditutions support
information-sharing. These principles imply that ports should conscioudy seek
inditutiona arrangements that promote information-sharing with shippers and carriers of
adiversity of commodities, catering to both big and small shippers, atracting vaue-
adding activities associated commodity flows, and being responsive to changesin
shipping technology and indusiry organization. However, it bears repesting that Port
Authorities— and other loca public agencies — are limited in avariety of waysand my

research shows that these are not easy tasks.



Studying variation and changein regional ingtitutions: why seaports, why

automobiles?

| have chosen to explore the role of indtitutiona differences in economic development
outcomes through an examination of the relationships between one particular type of
infragtructure- providing loca public authority in the spatia development trgectory of a
highly globalized indudiry. | examine the rel ationships between various US segports and
the automobile industry from the early 1980s to the late 1990s. Why segports and why
automobiles? Thisisin part for methodologica reasons, and in part because both segports
and automobiles are intringcally interesting and important arenas of economic activity.
Apart from studies of containerizatior?, seaports in general have been under-examinedin
recent regiona development literature, while the voluminous writings on the automobile
sector have focused dmost exclusively on production and ignored digtribution. In this

section | address only the methodologica concerns.

Redating an inter-regiona economic outcometo inditutiona variations associated with
public agencies presents a classic regiond development methodologica choice between a
regiond and an indudtrid/sectord focus, complicated by the €lusveness of the mediating
ingtitutiond variable. In order to address the methodologica chalenges, | have adopted a

research design that is Smultaneoudly sectord, inter-regiond, and higorica. | rely most

3 It isworth remembering that there is alot more to the shipping business than containers, and that only a
few ports are likely to secure container hub port status. A 1999 report estimated that the marine
transportation system moves more than 2 billion tons of freight and adds more than $742bn to GDP (US
DOT 1999). The entire system consists of over 1000 harbor channels, 25,000 miles of inland, intracoastal
and coastal waterways, 300 ports, and 3,700 terminals. These ports and related facilities represent
important economi ¢ development engines for local economies, and can offer niche devel opment
opportunities.
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heavily on quditative and documentary research in various case studies, but seek to
contextudize this evidence by employing various descriptive satistics and secondary

sources.*

Ingtitutions, by definition, avoid easy detection and study. Ingtitutions do not do anything
themsdlves — they are not people or organizations with interests and agency. So when and
how do indtitutions reved themseaves? One way inditutions reved themsdvesiswhen
they influence something dse— such as a decison. However, to establish causdity
through studying effects (decisions) we face severd problems. Indtitutions mediate

action, rather than being an autonomous source of action. Hence indtitutional effects are
non-determinigtic; the possibility aways exigts that human agency will interveneto

generate an unpredictable outcome.

In the language of socid research methodology, we might say that it is thus very difficult
to account for covariaion in ingtitutiona research — to account for the other factors that
might have influenced the observed effect. The standard extensive research methods —
correlation andlyss of sufficient observations to control for externd variation or
congruence testing in case sudy research (Sayer 1992; Bennett and George 1997) - face
particular chellengesin thisregard. Again, this has something to do with the nature of

ingitutions.

* Data collection for this project consisted of several research methods. | collected descriptive statistics on
commodity flows, secondary documents, and conducted telephone interviews with areference of 21 US
public Port Authorities. | was ableto visit 12 of these over the course of the research. | did in-depth
interview and documentary based case studies of two ports— Long Beach and Baltimore. | collected
descriptive statistics on imports and sales, and secondary documents on all the major importers of
automobilesinto the US. | visited several facilities and conducted interviews with officialsin four firms
(Toyota, Honda, VW and Mercedes). For full details on data sources and interview lists, see Appendix B.
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Many authors have commented on the question of ‘indtitutiond fit' — the way in which a
st of ditinct ingtitutions appear to support one another to create an integrated whole (see
Berger and Dore 1996). For example, Saxenian (1994) shows how particular innovation
systems are supported by firm boundaries and local labor market norms, while Brown et
a (1997) show how training systemsin the US and Japan are supported by recruitment,

tenure, wage setting and pension arrangements.

This suggests a research design of comparing clusters or sets of indtitutions rather than
gpecific isolated inditutions. However this gpproach makes it very difficult to trace
causdlity to aparticular indtitution, which presents particular problems for the
formulation public policy. For cross-sectiond corrdation studies, thisimplies amassve
data collection effort, doubly difficult when one is not quite sure in advance which
indtitutions are important and why®. For this reason Douglass North has argued that a
comparative case study approach is particularly appropriate for empirica study of
indtitutions (see Alston, Eggertsson and North 1996). While this certainly limits the
ability to generdize, it may be regarded as an appropriate trade- off, especidly when the

questions addressed by the research are exploratory.

However, a case study approach of seeking indtitutiond effects necesstates finding

comparative cases with aremarkable, indeed uncanny, degree of symmetry. The danger

® | suspect that thisis part of the reason why decades of empirical research has been unable to confirm or
refute Tiebout's (1956) hypothesis about the relationship between local government structure and the
efficiency of urban expenditure (see Dowding, John and Biggs 1994). The approach to institutionsis
simply too narrow.
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here isthat since inditutions tend to come in mutualy-reinforcing ensembles, once we
have understood how the different indtitutional eements combine, we have very little
way of understanding the separate contribution of each dement. Again, thisis not very

useful in the reformigt, pragmatic and incrementaist world of the planner.

Another way in which inditutions reved themsdvesis when they change. However since
inditutions are by definition durable they do not change very often, nor do they change
very rgpidly. Examples of ingtitutional change are thus few and far between, and since
inditutions change dowly, it is very difficult to untangle cause and effect. Findly, an
historica corrdation andyss of inditutions is extremely difficult; if the data congraints
on meaningful cross-sectiond corrdaion andyss of inditutions are severe, just imagine

how much more severe are they in atime series andyss.

With the options of cross-sectiona and historical correlation andyss excluded, | have
focused on an higtorica case study of ingtitutional change, using segports asafied of
study. Thelast 20 years of port history have seen particularly rapid indtitutiona change,
and the techno-economic processes of containerization and trangplant production provide
something of a‘naturd experiment’ around which a comparative historical research

strategy can be designed.

Segports are distinct organizations providing infrastructure and transportation services.

Ports are organized in avariety of waysin the United States; most fal under the

jurisdiction of aloca (city-level) authority, dthough some are entirely private, and some
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fdl under sate direction. Each port offers different infrastructurd atributes, each has a
different history, and each has evolved in relationship to the loca and regiona economy

in different ways.

Over the ladt fifty years, waterfronts across the world have been fundamentally
transformed by the container and intermodal revolution. | divide this history into two
related but distinct phases. Until the early 1980s, containerization proceeded primarily as
aprocess of technologica change. With containers came the re-organization of the
shipping industry, larger ships that required deeper channels, longer berths, bigger cranes,
more and re-configured termina space, and improved surface trangportation connections
(Chilcote, 1988). Port authorities that anticipated this process sooner, and were able to
marshd the political coditions required to make the massive investments involved were
more likely to capture this new growth dynamic (see Boschken, 1988). In this phase,

indtitutional change arguably followed rather than led the restructuring.

The second phase began with trangportation deregulation, first in the surface transport
sectors and then in shipping. In particular, the 1984 Shipping Act dlowed carriers to offer
service contracts and dl-inclusive pricing, thus simulating the growth of intermodal
trangportation (Shashikumar and Schatz, 2000). Carriers thus had a choice about which
markets to serve directly from alocal segport, and which to serve from a remote segport
and by overland transport. Hence, ports could no longer assume that they would serve a

given “captured” hinterland (Slack, 1993). Thisintensified the competition between
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segports for the discretionary cargo that congtitutes an ever-larger proportion of al ocean+

borne cargo.

It isthis second phase of containerization — and the legidaive change that marks it — that
provides the indtitutiona change around which the research strategy has been designed.
In other words, the changing relationships between ports and firms since 1980 provides
an important opportunity to sudy the role of inditutions in economic devel opment.
Having settled on segports as aresearch arena of indtitutional change associated with a
loca public agencies, the methodologica chalenge then returns to the more standard
regiona development research question of whether to compare more than one region or

more than one sector.

An inter-regiona gpproach (comparing regions) faces the chalenge of controlling for
variations in economic structure, and the myriad of other externd factors that influence
regiond development outcomes. This is because the regional comparison approach runs
the risk of attributing to port-related inditutiond differences what are in fact differences
in regiond economic sructure. Thisis particularly problematic since following structurd
economic shifts (principaly the rise of the service and high-tech sectors) and the
increasing use of other trangport modes (i.e., air and land), sea-ports today are the

dominant mode of transport for only afew industries.

Anintra-regiona approach of comparing two or more sectors within the same region

faces amilar chalenges. To disentangle the effects of ingtitutions associated with sea
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ports across awhole series of trangportation and infrastructure services within one region
would be near impossible except in exceptiond cases (for example, in un-diversfied

resource-based regiona economies).

A sectord approach attempts to control for many variations in industry-wide factors
(such astechnological change, market conditions and ownership patterns) and compares
how one (or more) sector manifests differently across space. This should provide a
research design that illuminates the way in which specific local / regiond inditutiona
differences account for differential growth patterns. A further advantage of this approach
isthat the definition of the region is not pre-determined, but rather emerges from
empirica study of how the port connects production and consumption locations in more
or less beneficid ways. It must be recognized that an exclusively sectora approach might
under-estimate intra-regiona spillover effects across sectors. For example, it isvery
likely that the opening of a new trade route for one sector will impact other sectorsin the

same region.

To address these dilemmas, | have opted for an inter-regiona gpproach that controls for
sectord / indugtrid variations by working within one narrowly defined sector, and indeed
where possible, within particular firms®. Theimport and, increasingly, export activities of
multinationa automobile firms generate cons derable commodity flows through US

ports, but the geography of these flows is differentid and sdective. Over the last twenty

% Vickerman (1999) makes a conceptually similar point about the problems of studying accessibility in
regional economies. He argues that concept of accessibility has been studied in terms of regions and sectors
rather than actors. This|eads to spatial aggregation bias, the assumption that the node in the transportation
network represents the region, and sectoral aggregation bias, the assumption that all actors place the same
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years there have been consderable fluctuations in this trade as a result of economic
contraction and expansion, therise of trangplant production in the US, and changesin the
organization of the automobile industry. The automobile sector, specificaly the activity

of digtributing new vehicle imports, thus provides a very useful sectord focus. Two

features of this activity bear further elaboration.

Fird, the overwhelming bulk of automobile imports are not carried in containers. While
this does not diminate the problem of establishing causdity entirely, it does dlow meto
regard the inditutiona changes resulting from containerization as to some extent
exogenous to the logistics of automobile shipment. This assertion is more easly defended
in the case study of ahighly successful container port, Long Beach. It issmply not
tenable to daim that any automobile firm has been able to direct the course of
ingtitutiona change here. The Stuation is more complex in the case sudy of afaled
container port, Baltimore. Here | rely heavily on amethodology of 'processtracing'” to
establish thet the rdatively minor ingtitutional changes enacted by the Port Authority
were substantialy independent of the automobile trade, since they were driven primarily

by the desire to secure container traffic.

value on spatial and temporal distances. These arguments suggest that an actor-specific approach is
required.

" Process tracing is a research methodol ogy for identifying and testing causal mechanisms, where causal
mechanisms are understood as the processes and mediating variables through which explanatory variables
produce causal effects (see Bennett and George, 1997). It has been proposed as an alternative method to
establishing causality through a correlation approach, such as the econometric approach that seeksto
identify causality through 'controlled’ variation. Sayer (1992) draws asimilar distinction between extensive
and intensive research methodol ogies. The case study method is particularly well suited to process tracing,
since data collected through case study research may illuminate the multiple causal paths through which a
single outcome may result. For example, | have used a methodology of process tracing to establish that
institutional changesin the Port of Baltimore reflected deliberative processes within the port authority.

20



Second, the automobile industry is regarded as one of the most globd (Sturgeon and
Florida, 2000), and as dready noted, it has occupied a centra place in the theorizing
about the current era. Thisfact provides an opportunity to reflect on one of the key
criticiams of recent inditutional work in regiona development — thet it ignores the wider
forcesinfluencing locdities. | have thus been able to explore the question of whether and

how globa firms are influenced by the spaces they inhabit.

In summary then, the methodologicad chalenges facing this sudy have been condgderaole
and complex. In order to correctly assgn mediating causdity to ingtitutions, | have

sought an example of ingtitutional change rather than relying exclusively on a cross-
sectiond anadlysis. Theinditutiona changes in segports resulting from containerization
provide such an example of change. | have chosen to compare regions rather than sectors,
primarily because the activity of shipping new automobilesisto some degree

independent of containerization. This sectoral focus reduces various external sources of
variation, and reduces (but does not diminate) the problem of ingtitutional endogenaity.
Findly, my methods of data collection have been primarily quditative since thisis an

exploratory and theory-building study.

Outline of chapters

The proposition that | am exploring suggests that some of the variations and change in

the geographic distribution of commodity flows and attendant economic activity can be

related to variaions and change in the indtitutiona ensembles associated with locd public
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agencies. My empirical evidence demongrates the following: (1) that there are
indtitutiona differences between ports, and that these indtitutions have changed in the last
20 years, (2) that the various automobile importers use different strategies to distribute
automobiles and that these result in different patterns of port usage; (3) thet different firm
drategies are more or less compatible with particular indtitutions, and hence influence
which ports are used by which firms; and (4) that asinditutions in the ports have
changed, firms have changed their strategies to accommodate these changes. The net
result of this process has been a series of changes in the economic geography of
automobile distribution that can be systematicaly related to differences and changesin

the indtitutions enacted by port authorities.

Part | dedls with the relationship between ports and regiona development. In the second
and third chapters | introduce the reader to ports and the automobile shipment business.
The second chapter is structured around a critical review of three approachesto
understanding the economic development role of ports. The three approaches dl stress
the centrality of commodity flows in understanding the economic development impact of
ports. Ports may be understood in terms of the cargo they handle which in turn has
variousimpactsin the hinterland, as infrastructure systems that provide location
advantages, or as hodesin a network that connects to trade systems. | argue that these
views dl share the weakness of treating ports and other infrastructure systems as
exogenous to the process of regiona development. They aso seek to provide aggregated
accounts of the economic development role of ports, hence ignoring the specific

characterigtics of the firms and Port Authoritiesinvolved. These shortcomings have the



effect of downplaying the possibility for agency on the part of infrastructure providers,

precisely what my approach seeks to address.

In the third chapter, | describe the process of mutual specialization, whereby particular
firms are concentrating their imports in specific ports, and ports are specidizing in
handling imports of specific firms. To explain this process and understand its

development consequences we need to conduct afirm- and authority-specific andysisin
which Ports are understood as a set of inditutions— that is, as systems of rules, norms and
patterns of behavior - that structure the relationships between actors. | draw on literature
on the developmental state and the role of indtitutionsin regiona development thet
highlights the importance of inditutiondized relationships— what | cal the relational fix

- in promoating the information exchanges that are so important to economic development

outcomes.

In chapter four | take a closer ook at specific aspects of the business of shipping
automobiles to show the variation, changes and consequences of the way in which the
relationd fix is congructed. | do this by tracing the intermediary processes and actors—
the shipping lines, stevedores and unions, processing firms and landside distributors —
that are involved in the trade. The key point hereisthat there is consderable room for
variation in the way in which the relationship between a port authority and automobile
manufacturer may be congtructed. | show that under certain conditions, specificaly when
automobile firms are more involved in arranging ocean carriage and vehicle processing,

under the decentralized labor relations system in east coast ports and in ports where
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automobile imports predominate, and when rall is the predominant mode choice, the

automobile importer ismore likely to have direct relationships with the port authority.

Part 11 presents the port- and firm-specific case sudy materid. In thefifth and sixth
chapters | present case studies of two ports to show what role the Port Authority hasin
structuring the relationships described in chapter three. | trace how the two ports have
enacted and experienced the indtitutional changes associated with containerization in very
different ways. In the case of Long Beach (Cdifornia), | show how containerization
changed various indtitutions within the port. When faced with a choice between two
automobile processing firms, the port opted for the firm whose business model was most
compatible with the emerging indtitutions. In the case of Bdtimore (Maryland), | trace
how this Port was able to maintain inditutional compatibility with a variety of

automobile firms, despite the fact that it took several years for the Port to formdly decide

to specidize in the automobile trade.

In the seventh chapter | look towards the consequences of indtitutiona variation and
change, through an examination of the geography of automobile shipment. | argue that
multi- netiond firms face critical choices about whether to emphasize localization or
globdization in usage of ports. The manner in which these choices are resolved depends
on avariety of factors, especidly the hitorica trgectory of the firm. Thus, there are
important and changing variaions in the stance of the different firms towards segports. |
then show how these strategic choices have in turn been influenced changesin the ports

themsaves.
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Inthefina chapter | return to the dynamic role of loca public agenciesin the process of
regiond development. Having argued that commodity flows reflect the intersection of
port policies and firm strategies, this chapter attempts to generalize from the case studies
to theory and public policy. The very red limitations on the &bility of port policy to
change indtitutionalized roles must aso be recognized. Public policy needsto explicitly
account for the possibility of “low road” or pure price competition; for too many loca
public agencies, public subsidies represent an easy dternative to hard thinking about
ingtitutional reform. The dissertation concludes with a consideration of the prospects for

inditutiona design in regiond development planning.
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PART |

PORTSAND REGIONAL DEVELOPMENT
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Chapter 2
Three approachesto therole of portsin regional development:

portsascargo, portsasinfrastructure and ports astrade nodes

I ntroduction

The Charters of most public portsin the United States require these public agencies to act
in theinterests of the resdents of an interior hinterland, typicaly defined by a politica
jurisdiction. How are they to do this? Since commercid ports are points of transshipment
between ocean and land- based trangportation modes, it is through the movement of cargo
that ports exert influence on regiona economies. In generd, it is assumed that the more
the cargo throughput, the better. For example, the Maryland Port Authority Title States
that the “purpose of thistitle isto increase the waterborne commerce of the portsin this
State and, by doing 0, benefit the people of this State” (Maryland 2000). In other words,

cargo throughput is often regarded as the measure of port success'.

Hence, when Port Authorities are asked to justify their value to the palitica jurisdictions
that host them, they invariably turn to impact sudies that trandate cargo throughput into
economic benefits. Public agencies, especidly Port Authorities, have actively developed
avariety of techniques to measure the economic benefits of port activity in order to

demongtrate the value of their contribution to local and regiona economies and to justify

27



public investments (L uberoff and Wader 2000). Table 2.1 presents a sampling of the
impacts claimed by various US public port authorities. All claim that jobs, taxes, and

income flow from port activity.

These impact studies, and other approaches | will discuss below, provide some answvers

to the question how do ports contribute to the economic development of a region? | argue
in this chapter, that while thisis an interesting and important andytical question, it isnot
asufficient question to be asking from a planning perspective. If planners are concerned

about the trandation of knowledge into action (Friedman 1987), then we need to ask both
how do and how might a public port contribute to the economic development of aregion?
The re-phrasing of the question alows us to explore the possibilities for conscious action

on the part of port managers and planners.

The answer to these much-debated and paliticaly loaded questions — both how do and
how might — depends on the way in which one thinks about a* port’, and how one
understands the process of regiona economic development. These are not academic
debating points that port managers and other transportation policy makers can join or
avoid a their leisure. Hard choices about the investment of public and private resources,

and the digtribution of costs and benefits, depend upon the answers.

! This situation is not really any different for private port and terminal operators. Since ports derive
revenues from cargo handling, in a business characterized by high fixed costs and excess capacity, cargo
maximization is the equivalent of profit maximization.
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Table 2.1: US Public Ports- What Economic ImpactsDo They Claim?

In 1994, maritime trade activity directly accounted for approximately

New Y ork/New 92,000 jobs in the New York / New Jersey Metropolitan area .. indirect
Jersey and induced employment ... accounted for an additiona 74,000
Long Beach, Trade through the port generates...
Cdifornia Onein 30 regiond jobsin LA Metro

Onein 11 loca jobsin Long Beach
Los Angeles, $1.4bn in tax revenue
Cdifornia 259,000 jobs in Southern Cdifornia

$8.4bn in income in Southern Cdifornia
Charleston, S “The positive economic impact of the Ports Authority radiates from the
Cadlina coast into every county of the State. Of the State’ s 50 largest
manufacturing employers, dl but three ship good through the Port”
In fiscal 1999, the Port of Miami’ s estimated impact on the community

Miami, Florida was $8.7 billion and 45,000 jobs

Sesttle, Washington

“The Port of Sedttle plays a crucid role as an economic catalyst to the
Puget Sound region, cresting high-paying jobs that otherwise would not

exis”
Tacoma, 22,000 jobs within Pierce County and over 67,000 jobs State-wide were
Washington related to Port activities

Oakland, Cdifornia

$88.8m in state and local taxes
$400m in customs collections
$8.7m transferred to the City of Oakland in 1996

Savannah (with $23bn in revenue, $1.8bn in income, $585m in state and local taxes and
Brunswick), Georgia state-wide employment of 80,100
Portland, Oregon 60,000 jobs in Oregon are influenced by the Port

$400m in payrolls
750 Oregon businesses use Portland port

Houston, Texas

“...provides nearly 205,000 jobs and generates $7.7 hillion to the
economy”

Jacksonville, Horida

“Jaxport and related aviation and maritime businesses contribute over
$2.2bn to the local economy ... over 35,000 jobs to the local economy”

Hampton Roads, VA

“Virginia Ports ... trade with more than 100 nations and account for an
estimated 116,000 jobs throughout Virginia’

Baltimore, Maryland

“The Port of Batimore is a significant economic engine for the entire
region, generating $1.4 billion in revenue annualy and employing
nearly 126,700 Marylanders in maritime-related jobs.”

Brunswick (with
Savannah), Georgia

$23bn in revenue, $1.8bn in income, $585m in state and local taxes and
state-wide employment of 80,100

Wilmington,
Delaware

4,800 direct, induced and indirect jobs, $185,056 persona income

Hueneme, Cdifornia

“Port related activity generates over $300m into our economy each
year, at ho cost to the taxpayer”

San Diego, 102,00 jobs and $7.2bn annually in economic activity for the San Diego
Cdifornia region — or 6.6% of tota civilian output

“The Port generates jobs for more than 7,000 people employed as
Boston, Mass terminal operators, stevedores, truckers, brokers and longshoremen”

Source: Port planning documents and web sites. Impact statements for the Ports of Philadelphia and

Beniciawere not available.
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In this chapter | will critically review three gpproaches to understanding the economic
impacts of ports on their hinterlands®. My critique of the three approachesis concerned
lesswith the answers they provide, and more with the questions they ask. | argue that
each atempts to separate the analysis of the use of infrastructure from the analysis of the
provision thereof. One consequence of this separation is that the gpproaches tend to
approach the port-economy in generdized terms, avoiding examining specific firms,
projects and relationships. In other words, | will suggest that the views discussed here do
not address key planning questions about the ways in which decisons to provide and use
infrastructure actudly get taken. How do port managers know which trangportation
infrastructure to provide, and how do firms decide which transportation servicesto
demand? What communication takes place between the providers and users, and does the

form and content of this communication matter?

In later chapters | will argue that the answer to these questions dependsin part on the
nature of the ingtitutionalized relationships between the public authority and private
firms. By avoiding questions of this type, the three gpproaches critiqued here effectively
limit a priori the possibility for identifying agency on the part of public infrastructure
providers. My god hereis not dismiss the adternative gpproaches, sSince they each have
grengths in their own terms. Port impact studiesin particular are widely used to provide

information about the performance, importance and hinterland reach of port activity. The

2 Although the literature on working ports and economic devel opment has been somewhat narrow in focus,
others writing about transportation and infrastructure have taken a broader approach. For example, Helling
(1997) identifies six waysin which transportation policy and investment may promote economic
development. These are by (1) increasing the productivity of private firms, (2) increasing the efficiency of
transportation itself, (3) fostering innovation, (4) improving the quality of life, (5) affecting perceptions,

and (6) changing land use and spatial patterns.



gpproaches inform policy-making, investment and other decisions. It is precisaly because

they are used so widdly that they deserve to be taken serioudly.

The format for my discussion of each of the approachesis asfollows. | will describe the
key eements of each approach and review how it has been deployed in port planning
studies and the academic literature. | will explore two implicit assumptions embodied in
each approach. Firg, | ask how the approach views a port and hence which aspects of the
port business are regarded as most important. Second, | ask what assumptions about the
process of economic development are implicit in the gpproach. In the fina part of the
chapter | compare the predictions of each approach to empirica evidence on the
relationship between cargo handling and employment growth in the hinterlands of a
reference group of twenty-one US ports (see Figure 2.1). This group represents amost dl
the important container and automobile handling ports in the US today®. | find mixed

support for each of the approaches, without any resolution of the *how might’ question.

The chapter has a secondary goal, and that is to introduce the reader to some recent trends
in the port industry, using commonly accepted terms and jargon. More formd definitions

of these terms are contained in the glossary of port terms (see Appendix C).

3 The 21 reference ports include the two case study ports, Long Beach and Baltimore, and New Y ork, Los
Angeles, Charleston, Savannah, Miami, Oakland, Tacoma, Seattle, Houston, Jacksonville, Portland,
Hampton Roads, Boston, Philadel phia, Wilmington DE, Brunswick, San Diego, Port Hueneme and
Benicia. These ports have had mixed fortunes in the period 1980 to 2000, but unlike ports such as San
Francisco, they have all remained active cargo-handling (or “working”) ports. The 21 ports contain all of
the top 10 container portsin the US, and 15 of the top 20. The only port with a major automobile account
not included is Vancouver, WA. Representation of major bulk portsisincomplete, with oil, coal and grain
ports such as New Orleans, Baton Rouge, Corpus Christi and Valdez excluded.
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Ports as cargo and the economics of impact

The impact approach understands a port first and foremost in terms of the cargo that
moves across its wharves. As cargo is handled, jobs and incomes are created. Since these
jobs and incomes result from trade activities, they may be considered as ‘basic’ (North
1955). The incomes earned in these activities are hence mulltiplied through the regiona
economy to generate service-related activities in the region. Ports are thus themselves
magor economic enterprises with impacts thet are felt throughout the regiona economy.
Before discussng how cargo trandates into economic activity in detail, it isworth

reviewing the various ways in which cargo can be used to describe a port.

Cargo-based descriptions of Ports

The smplest cargo-based method of describing a port is to measure the tonnage of cargo
that crosses the wharves. Campbel | (1993) identifies Six dimensions of cargo that are
particularly rlevant to understanding the rel ationships between ports and regiond

economic development:

1. Quantity: by weaght, vaue or unit. Cargo weight isthe most widdy available
measure for port activity levels, but value has more sdience in understanding the
impact of maritime activity in the regiond economy®. Unit measures have long

been used for comparable cargoes such as automobiles. The unit measure has dso



gained popularity with containerization, even though dl container cargoes are not
equd. Containers generdly comein two sizes - twenty and forty-feet — and
activity is measured by the number handled, hence the Twenty-Foot Equivalent
Unit or TEU. The TEU measure isSmilar to weight in that it measures port
activity rather than wider economic impact. Figure 2.2 presents 1999 TEU

datistics for the 21 reference ports.

Figure 2.2 Containers (TEUSs) handled by Reference Ports, 2000

Los Angeles |

Long Beach |

New York/New Jersey |
Oakland

Charleston

Seattle

Tacoma

Hampton Roads

Houston _—I—L'
Savannah |
Miami |
Jacksonville |
Baltimore |
Portland(OR) F—
Philadelphia =
Wilmington(DE) 4
Boston
Brunswick (GA) |
Benicia |

San Diego |
Hueneme

o

500 1,000 1,500 2,000 2,500 3,000 3,500 4,000 4,500 5,000
Thousands

Source: Association of American Port Authorities.
Includes all containers, imports and exports, foreign and domestic, and |oaded and empty. TEU or twenty-
foot equivalent unit is a standard measure of containerized cargo.

2. Cargo form: commodity form affects the mode of shipment, investmentsin plant,
equipment and infrastructure, and the number of type of jobs generated in

handling activities. Various cargo categories are identified and reported

“ Campbell (1993) notes that the “traditional preference for cargo-weight statistics may reflect an
orientation toward concern with port use capacity rather than concern with port-city economic
relationships’ (225).



daidicdly. Traditiondly, cargo satigtics have been differentiated by handling
technology, namdy as (1) liquid bulk, (2) dry bulk, (3) breskbulk, (4) ro-ro, or (5)
containerized cargo (for full descriptions of these terms see footnote > below).
More recently, cargoes have been classified by mode of ocean carriage rather than
form, or by what might be called a*traffic-based’” system. Figure 2.3 comparesthe
case study ports of Batimore and Long Beach in terms of the Maritime
Adminigration’s traffic-based classfication scheme. Liner traffic refersto

regularly scheduled shipping, which includes most containerized and breakbulk
cargo. Tanker traffic incorporates most liquid bulk cargo. Tramp traffic refersto
unscheduled shipping, which includes most dry bulk cargo. Ro-ro cargoes are

carried in both liner and tramp traffic.

3. End Use in thinking about the economic effects of cargoes, it is useful to
consider the end use of the cargo. Imported cargoes may form inputs to
production processes, they may be substitutes for local production, or they may

meet unfulfilled demand for goods.

® Bulk cargoes are those that are not packaged before being placed in the ship’s hold. The liquid bulk
category may be broken down into petroleum and other liquids (i.e. chemicals, edible oils, etc). The dry
bulk category may be divided into coal, ores and other bulks (i.e. grains, dry fertilizer, etc). Breakbulk

cargo is sometimes divided into general (undifferentiated cargo in bags, boxes and palletized) and neo-bulk
(differentiated cargoes such as steel, paper, granite) cargo categories. Neo-bulks are identified separately
because they are associated with specific handling requirements. The ro-ro category includes automobiles
and other wheeled cargoes that can be ‘rolled-on and rolled-off’ aship. Finally, some ports report on
‘project cargo’. Thisrefersto large items of machinery and equipment, which may be lifted-on/off or
rolled-on/off.



Figure 2.3 Traffic-based classification of value of 2000 car go handled by Baltimore,
Long Beach and All US Ports

| OLINER OTANKER = TRAMP |

Baltimore ]
Long Beach I

$0 $100,000 $200,000 $300,000 $400,000 $500,000 $600,000
Millions

Source: MARAD Port Statistics.

4. Direction: while the direction of movement of cargo is of less concern for port
authorities, it has huge significance for the local and regiond economy.
Increasing exports are generaly aways taken as a positive economic indicator,
but increasing imports may either reflect subgtitution of loca production, or
increased demands for intermediary inputs and find demand.®

5. Subditutability: the margind impact of port activity in the regiond economy is
related to the next best dternative means of trangport. Only employment resulting
from processing of an imported intermediary good, for which there is no domestic

subdtitute and for which adternative trangport means are prohibitively expensive,

® For instance, at the Port of Oakland the number of outbound containers far exceeds the number of
inbound ones unlike the large southern California ports of Los Angeles and Long Beach. In part this
reflects ship rotations with trans-Pacific ships calling last at Oakland (see Esteban, Malchow, and Kanafani
2000), but also the prevalence of agricultural exports from northern California.
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isfully attributable to a port. The ingbility to differentiate between degrees of
subgtitutability is one of the key wesknesses of the impact approach to studying

ports and economic development.

6. Origin and Dedtination: ports influence economic activity within their hinterlands,
and thus cargo origin and destination is of importance. As ports serve ever-larger
hinterlands, the loca/regiond industria and consumer benefits of increased port

activity do not increase proportionately with increased cargo levels.

A cargo-based classification of US Ports

Cargo-based understandings of ports provide a rich means by which to understand the
port-economy relationship. A commodity-based classfication of the twenty-one
reference ports has been generated using a combination of cargo type and quantity
measures (see Table 2.2, below). This classfication system will be used later in this

chapter, and in subsequent chapters, to provide structure for the analysis.

There are three hub portsin the United States today; Los Angeles, Long Beach and New
Y ork. These ports are among the largest container ports in the world, but they have also
maintained a strong presence in other commodity groupings. Thus, these ports handle a
diverse set of commodities. We might expect such ports to experience (and cause) land
use, surface transportation and other pressures as a result of the sheer scale of cargo

movement.
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Only afew ports have been able to achieve hub status; for ports with smaller but
nevertheless significant numbers of containers, there are two classes. Container ports
ship large numbers of containers, but do not maintain a strong presence in arange of
other commodity groupings. While these ports do not move large amounts of
commodities with specific handling requirements, they have only amoderate degree of
commodity specidization. Thisis because of the wide array of products carried in
containers. We might expect such portsto be particularly vulnerable to shiftsin the

container shipping business,

Diversified ports have sgnificant presence in containers as well as arange of other
commodity groupings requiring aternative commodity handling technologies such asro-
ro and bulk cargo. We might expect such ports to experience some of the pressures facing

hub ports, without the advantages of scale and scope enjoyed by hub ports.

Niche portsform afourth category. These ports are highly specidized in asmall number
of commodities, and typicaly they move smal numbers of containers. Due to the way in
which the reference group was sdlected, many of the ports included here move large
numbers of automobiles. However niche ports do dso specidize in fruit, lumber, grains
and other cargoes with particular handling requirements. We would expect such portsto
be vulnerable to market shiftsin their particular commodities. Another type of niche port

that could be identified using the methods employed hereisthe bulk port. These ports are



often linked to specific minerd extraction or processing activities. The reference ports

selected for this sudy did not include such ports.

Table 2.2 Commaodity-based Classification of US Ports (1999)

Class Ports Characteristics (annua throughput)
Containers | Automobiles | Dry Bulk | Specidization
Hub Los Angeles, Long Morethan | Over 200,000 | Average | Low
Beach, New Y ork 2m TEU* | units 6,000t
Container Oakland, Miami, Average | Between O Average | Moderate
Charleston, Sedttle, approx. 100,000 units | 4,000t
Tacoma, Savannah 1,000,000
TEU
Diversfied | Batimore, Hampton Average | Average Average | Moderate
Roads, Houston, approx. 200,000 units | 15,000t
Portland (OR), 500,000
Jacksonville TEU
Niche Ports | Hueneme, San Diego, | Between | Average Lessthan | High
Brunswick (GA), 0-200,000 | 100,000 units | 1,500t
Wilmington (DE), TEU

Boston, Philadelphia

Benicia

* TEU or “twenty-foot equivalent unit” isastandard unit for measuring container throughput.

Source: Author’s cluster analysis of container and automobile data from the American Association of Port
Authorities and commodity tonnage data from the US Army Corp of Engineers. Clustering Methodology:
agglomerative hierarchical, block (Manhattan distance), Ward’ s clustering method, using standardized
scores. Variables considered: total containers units, automabile units, bulk tons, percent of weight in
containers and specialization index). Beniciawas not included in formal analysis due to missing data.

The economics of cargo impact

What does the type, amount and range of cargo handled tell us about the regiona

economic development role of aport? The widdly used ‘impact approach’ answers this

question by measuring the jobs and other economic impacts that are generated by the

handling and usage of cargo. Various schemes are used to organize such analyses.
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Campbdl | (1993) introduces a useful ditinction between three forms of port employment

resulting from cargo throughput; direct port employment, port-related employment and

port-dependent employment. Direct port employment includes jobsinvolved in handling

and moving cargo a the port site. Port-related employment encompasses businesses that

sl services to ports and shippers. These two categories of employment are rlatively

easly measured and are covered by the employment categories shown in Table 2.3

baow.

Table 2.3 Direct and Port-related Employment resulting from Cargo Throughput

V essel-related Activities

Cargo-related activities

Marine Services | Pilotage Cargo Services Cargo infrastructure
Tugs Bulk appliances
Dredging services Breakbulk cargo
Port construction handling
Berthing services Container terminal
Lighthouses Container cartage
Fipdine services
Offshore Services | Towage Stevedoring Shipboard cargo
Launch/helicopter handling
services Specidized equipment
Offshore bunkering Securing and lashing
Bunkering Pipeline and barge Ships Agency Freight canvassing
Services Bunker brokers Freight services
Ships Agency Port husbandry Clearing and Documentation
Crew support Forwarding Agents | Customs clearances
Security Financia services
Ships Chandler Deck and engine spares | Locd, State and INS
Victudling Federal Departments | Customs
and Agencies Port Authority
Ship repairers Dry-dock repairs Termina Operators | Bulk
Afloat repairs Neo-bulk
Painting and cleaning Combi-terminals

Diving services
Marine surveyors

Liquid-bulk handling
Petroleum products

Classification societies Containers
Shipownersand | Owners and Landside Railways
operators representatives digribution Road haulage
Charter brokers Warehousing
Shipbrokers
Lega and P&1 Owners Container services | Construction / repair
Insurance Maritime lawyers Container stuffing

Source: Adapted fromJones (1997).




The third type of employment, port-dependent employment, is harder to measure. In
theoreticd terms, thisis the amount of employment in firms using port import and/or
export services that would be lost to the region if the port were to close. Measuring this
last category is of increasing importance to public port authorities, snce direct

employment in cargo handling has declined following containerization.

Campbd|’s andysis of the Oakland and San Francisco ports confirms a sory thet isby
now wel known in most formerly break-bulk ports. The Port of San Francisco has
largely been converted to tourism land uses, while the Port of Oakland is now ardetively
successful container port. However, while break-bulk ports used to confer considerable
direct employment benefits on their immediate locdity, with containerization and other
trangportation changes, the direct loca employment benefits of ports have declined
subgtantialy. Campbell aso shows that port-related employment remained concentrated
in the San Francisco downtown where propinguity to the finance, legal and business
service industries outweighed the benefits of re-locating to Oakland. At the same time the
trading hinterlands of ports, the potentia locations of port-dependent employment, have
increased substantiadly. Hence, Campbd |’ s (1993) conclusions that while the benefits of
ports have become more dispersed, the cogts (of employment opportunity loss and

potential land uses forgone) have become increasingly locally concentrated.

The spatid extent of the impact is not the only variable. Different cargoes have different

propengties to generate economic activity. For example, preparing boxed fruit for
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shipment on wooden pallets requires large labor inputs. Thus aton of such traditiona
breakbulk cargo resultsin greater direct employment benefits than, say, aton of crude oil
or some other bulk commaodity. Since ports often have very different cargo profiles, how

are we to compare them?

One smpleway of adjusting commodity data has been proposed by Charlier (1996)’.
Thisisinvolves deflating tons of containerized, ro-ro and bulk cargo to generate break-
bulk equivaent tons. In other words, Charlier’ s adjustment method takes account of the
fact that conventional breakbulk requires more labor and cargo- handling inputs than
containerized, ro-ro, dry-bulk and liquid-bulk cargoes. Of course, finding a deflation
factor istricky, since labor input ratios for a given commodity do differ from port to port
for avariety of reasons. However, port impact studies prepared by consultants do often

identify jobs per ton for the mgor commodity types.

The Martin and Associates (1995) report for the Port of Oakland provides an example of
the stlandard methodology used by the port impact consulting industry to quantify the

impact of port activities®. The method involves a survey of employers associated with the

"I have used this shorthand method to adjust cargo statistics into ‘ adjusted tons' when cal culating
specialization indices and shift-share statistics (see Appendices A and B).

8|t isworth noting that the Maritime Administration (MARAD) of the Department of Transportation makes
an interactive microcomputer model available for estimating port economic impacts. The Port Economic
Impact Kit (Portkit) uses a 30-sector input/output model to generate measures of sales tax revenue,
employment, personal income, and state and local tax impacts. Region-specific data required to use Portkit
includes personal income, earnings and employment by SIC, local and state taxes, the percentage of state
residents working for companies located within the study area, port user employment, port industry
revenue, port capital spending and cargo volumes. The problem of defining the port impact hinterlandsis
neatly demonstrated by what happened when PortKit was distributed to over 60 public port authorities. Port
authorities were asked to specify alocal impact hinterland — essentially a collection of counties. Apparently
many port authorities wanted to specify multiple hinterlands. The consultant who developed PortKit noted
that some port managers had argued that the narrow concentration on direct, on-site employment distorted
the relative impact of non-containerized cargoes as compared to containers in the wider regional economy
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port, and estimations using an economic base/ multiplier modd (typicaly estimated
through an input-output mairix). Multiplier effects may be reported in terms of income or

employment.

As maritime activity resultsin business revenue, firms are able to directly employ, retain
earnings, pay taxes and purchase goods and services. These directly involved firms
include surface trangportation firms (i.e. rail and trucking), maritime servicefirms (i.e.
shipping lines, their locd agents, dearing and forwarding agents), the port authority
itself, and banking, insurance, lega and other service sector firms (see Table 2.3 above).
By purchasing goods and services, the firms directly involved in cargo movement create
indirect jobs. By directly employing, they create persona income, which resultsin re-
gpending multipliers, and hence induced jobs and the payment of taxes by individuals.
This approach provides a ussful way of measuring the short-term impacts of changesin
port activity levels, however such modds generdly assume static input-output

relationships, fixed technology and indusirid organization.

The Martin and Associates (1995) report dso includes an unsatisfactory attempt to
estimate port dependent jobs. These are the jobs that result from the production of
cargoes that are exported, or the utilization of imported cargoes as intermediary inputs.
Thisis esimated by multiplying the estimated value of cargo exported and imported, by
an estimate of the jobs per dollar of goods produced for export or deployed as an

intermediary input. Even though these jobs are estimated only for the immediate

(Pers Comm, Anne Strauss-Wieder). The point being argued by these port managers was that the shipment
of containers generates more jobs in aggregate, even if these jobs are more spatially dispersed (see also,



hinterland (what is sometimes described as the captive hinterland) of the port, the
measure is highly imprecise. The consultants concede that “these firms are only users of
the Port and not dependent upon the Port, since they typicaly use multiple ports for
maritime trangportation” (Martin and Associates 1995; 111-13). In other words, if the port
was not there, many of these jobs might still be created using other ports or indeed other

trangportation modes.

A more sophisticated impact model was developed by Helkkila, Gordon and Richardson
(1992) to estimate the impacts of the Port of Los Angeles/ Port of Long Beach 2020
Pan. Their input-output modd estimated the income impacts on 494 economic sectors
resulting from exogenous changes in cargo handling. Changes in income are traced
through an occupation-industry matrix that alows estimation of employment impacts
across 93 occupationd groupings with potentia expanson to afull socid accounting
matrix framework. These impacts are then spatialy alocated to 65 geographic zonesin
the greater Los Angdles region usng a methodology that takes account of intra-
metropolitan travel patterns. However, due to data limitations, the spatid alocations

could only be applied to 12 economic sectors plus an aggregate household sector.

The mode produces estimates of direct and induced income and employment impacts, in
much the same way as that produced by the less disaggregated Martin and Associates
methodology. Similar criticisms gpply; the modd has no mechaniam for endogenizing

increasesin cargo volumes, or for geographic shifts in economic activity. Asthe authors

Gripaios and Gripaios 1995).



note, “this limitation is particularly tdlling for long run forecasts where it is reasonable to

expect the spatia-economic sructure of the region to evolve’ (Helkkilaet d 1992: 20).

In summary then, there is considerable controversy over the merits of port impact studies,
especialy as regards the question of estimating port-dependent jobs. The key problem
hereisthe quetion of estimating the substitution effect — how many jobs would

disappesar if the port did not exist (for more on thisissue, see Erie 1996). Impact studies
have aso been criticized on other methodologica grounds, especidly since input-output
models typicaly assume fixed technology and industria structure (see Waters 1977; and
response from Chang 1978). This makes such estimation techniques unreligble in the
long run, particularly in areas of port activity that are subject to rapid fluctuations.
However, to some extent these methodologica problems can be legitimately addressed
by additiona data, by scenario exercises, by incorporating spatia modeling components,

and by reporting conscientioudy on the inherent limitations.

One potentia solution has been proposed by Oster, Rubin and Strong (1997), who argue
for an econometric gpproach to estimating employment multipliers. They estimete tota
employment multipliers from transport employment thet are higher than those derived
from the RIMS I input-output tables’. They argue that this is because the econometric
approach overcomes the problem of structural economic change. However, their smple

linear regression makes no adjustment for endogeneity bias. In other words, they make no

®RIMSII isawidely used input-output model developed by the US Department of Commerce's Bureau of
Economic Affairs, and made available since 1992.



adjustment for the fact that total employment growth could dso be causing growth in

transport employment, and hence their optimigtic results may be somewhat inflated.

A category of port policy question where impact studies have proved particularly useful
isin ng the short-term costs and benefits of cargo incentive schemes. Cargo
incentive schemes have become a popular way of increasing cargo throughput in many
ports. In exchange for some guaranteed increase in ship calls and/or cargo throughpt,
Port Authorities have offered carriers reduced termind and other handling charges. In
these cases, port impact studies provide a useful way of comparing the increased
employment, income and tax benefits of more cargo against the cost of decreased port
revenues. However, the method works for this type of policy question precisely because

the change in cargo volume is the known in advance.

This points us towards the fundamenta shortcoming of the economics of impact

gpproach in the planning context. Port impact studies can provide us with some indication
asto thelikely impact of changesin cargo volumes on employment, income and taxes.
What they cannot tell us why or how changes in cargo volumes occur in thefirg place. In
other words, changesin cargo volumes are regarded as exogenous. Thus, the underlying
theoretical claim that port impact studies are implicitly making about the linkage between
port activity and economic development is highly circumscribed. It is that regiond
development is the product only of importing and exporting behavior. As Tiebout (1956)
showed in his now famous debate with North (1955), this view of economic development

is highly limited.



In other words, more fundamental questions about what attracts cargo to particular ports,
and what role ports play in the production/distribution system associated with that cargo,
are avoided in this gpproach. Impact studies can tell a port manager how many jobs will
be created through a given level and type of cargo throughput, but cannot tell the port

manager how they might achieve that level and type of cargo throughp.

Ports as infrastructure and the economics of locational advantage

The second gpproach to the role of portsin regional economic development focuses our
attention on the advantages of the infragtructure services that ports provide to firms. The
view of economic development implicit in this gpproach is one of independent agents
(firms) seeking to maximize their own net benefit (profit). Ports within this gpproach are
understood in terms of the services they provide. Physicd infrastructure, and particularly

its efficient utilization, isa central concern of this approach.

Infrastructure-based descriptions of ports

A port may be understood in terms of its function which isto ensure the transfer of goods

from inland transport to maritime trangport modes, and vice versa. Severa steps or

processes are involved in this function™®, each requiring a series of infrastructure

10 van de Voorde (1995) builds on work by Jansson and Shneerson to identify the following processes
involved in fulfilling this function: the approach of the ship to mooring, the unloading of the cargo,
transportation of cargo from quay to transit storage, transit storage, transportation of cargo from transit
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atributes to be fulfilled efficiently. Hence, it is possible to think of a port as aclugter of
infrastructure attributes from which a series of regond economic development benefits

flow.

Probably the most widely recognized infrastructura attribute of aport isthe sze of ship
that can vist —in terms of draft (depth of channd), breadth (width of channd) or
displacement (gross registered or deadweight tonnage). This factor has gained sdience
with increasing container and bulk ship sizes, and with increasingly controversy over
proposals for dredging (see Corbert 1996, and Kagan 1990). Note however thisfactor is
of lessimportance in the case of the automobile industry, since even the newest and
largest ro-ro vessels require less than 40 feet of water. Table 2.4 indicates the current
depth of the reference ports. Thereis also no obvious correlation between the
commodity-based classfication of the port and channel depth; at least, depth done does
not make a hub port. For instance, the deeper Port of Batimore lags behind its northern

neighbor, New Y ork, with respect to containerized cargo.

storage to loading platforms, loading of cargo to inland transport modes, departure of inland transport
vehicle from the port, and customs clearance and other service activities.
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Table 2.4 Channel and Berth Depths, 2001

Class Port Channel Depth | Berth Depth
Hub Long Beach 76 35-50
Los Angeles 45 45
New Y ork 40 3540
Container Oakland 42 35-42
Miami 42 42
Charleston 42 40
Sedttle 175 40-50
Tacoma 40-50 40-50
Savannah 42 42
Diversified Bdtimore 50 36-42
Hampton Roads 50 32-45
Houston 40 38-40
Portland, OR 40 40
Jacksonville 38 38
Niche Hueneme 35 35
Brunswick, GA 32 30
Wilmington, DE 40 38
Boston® 40 45
Philadd phia 40 40
San Diego 42 35-42

Source: USDOT 1998; L uberoff and Walder 2000; port promotional materials and web sites; author

research.

Note: 1. A portion of the Conley container terminal at the Port of Boston was recently dredged to 45 feet.

Ports are dso commonly understood through the termind facilities they contain. A

termind isaset of berthing stations, with a particular cargo loading and handling

capacity. A sngle port may have anumber of specidized terminds for handling

particular types of cargo, and such terminals can also be operated independently of port

management. Table 2.5 compares the case study portsin these terms.
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Table 2.5 Terminals of the Ports of L ong Beach and Baltimore

Termind type | Long Beach (operator) Baltimore (MPA*/Private, operator)
Container Pier A (Hanjin Shipping Dundak Marine Termina (MPA,
Company) various)
Pier C (Pacific Container South Locust Point (MPA, P& O Ports)
Terminals) Seagirt Container Termina (MPA,
Pier E (Cdifornia United MIT**)
Terminals)
Pier F (Long Beach Container
Terminals)
Pier G (Sea-Land Services)
Pier J (International Transportation
Service, Pacific Container
Terminals)
Automobile Pier B (Toyota) Dundak Marine Termina (MPA,
various)
Fairfiedd Auto Termina (MPA,
Toyota)
Masonville Marine Termina (MPA,
ATC Logistics)
Atlantic Termina (Private, Amports)
Breakbulk Pier D (CdiforniaUnited South Locust Point (MPA, P& O Ports)
Terminals, Forest Terminals) North Locust Point (MPA, various)
Pier F (Cooper/T Smith Chesapeake Terminal (Private,
Stevedoring and Crescent Amports)
Terminals) Canton Marine Termina (Private,
Pier T (Pecific Coast Recycling, CMT Inc)
Fremont Forest Products, Sparrows Point (Private, Chesapeake
Weyerhouser) Bulk Stevedores)
Dry Bulk Pier B (Nationa Gypsum) Curtis Bay (Private, CSX Cod/Curtis
Pier D (Pacific Coast Cement, G-P | Bay Company)
Gypsum) Rukert Marine Termina (Private,
Pier F (MCC-Lucky Cement, Rukert)
Morton Sdt, Koch Carbon)
Pier G (Metropolitan Stevedore)
Liquid Bulk Pier B (Arco, Petro-Daimond,
Texaco)
Pier D (Baker Commodities)
Pier F (Chemoil Marine Terminal)
Pier J(Westway Terminal)
Pier S (Dow Chemical
Pier T (Arco Pipeline)

* MPA = Maryland Port Administration. ** MIT = Maryland International Terminals, the operating
subsidiary of the MPA
Source: Port of Long Beach 1998; Maryland Port Administration 1998; author research.




It is commonly held that containerization has draméticaly changed the infragstructure
requirements of ports. With containerization and the associated re-organization of the
shipping industry, have come larger ships that require deeper channels, longer berths,
bigger cranes, more and re-configured termind space, and improved surface

trangportation connections (Chilcote 1986).

One st of infrastructura attributes that has received considerable attention in the 1990s
are the landside connections between ports and inland transportation systems. A series of
federa research reports have highlighted how crowded highways, low bridges and
tunnels, and at-grade crossings impede access to ocean terminalstt. Many port authorities
are investing considerable effort in resolving surface transport congestion issues. The
actions of two hub ports, the Ports of New York and Los Angeles/ Long Beach, with

respect to surface transportation are ingtructive.

Most of the cargo that moves through the Port of New Y ork and New Jersey hasaUS
inland degtination or origin within 280 miles of the Statue of Liberty. This 10-State

market hinterland accounts for one-fifth of the US population. Thisrdatively smal, but
dense hinterland implies consderable congestion on the region’sroad and rail network.

To dedl with this, the port has proposed a Port Inland Digtribution Network (PIDN) in an
attempt to relieve congestion in and around the seaport (PN'Y NJ 2000). The PIDN would
use a combination of dedicated rail, barge or truck services to move containers between
the ocean terminds and inland container depots. Thiswill reduce the time that containers

occupy vauable waterfront space, and shift short-haul trucking pressures from the
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immediate vicinity of the port to various remote locations. If successful, it could lead to a
decentralization of various port services, cregting red estate opportunitiesin locations as
far inland as Buffalo, and north and south dong the coast at disused port facilitiesin

Connecticut and New Jersey.

In contrast, the hinterland of the San Pedro ports extends across the continent. Over the
1980s and 1990s, the Ports of Los Angeles and Long Beach were able to ride two
powerful growth trends, namely the rise in trans- Pacific trade, and the expansion of
cross-continenta intermoda traffic. Thisimplied that by 1996 hdf of dl foreign
containers handled by the San Pedro ports had a US origin or destination outside
Cdiforniaor Nevada (PLA/PLB 1998). Although the number of containers circulating in
the greater Los Angdlesregion is enormous, the port authorities emphasize the
throughput efficiency of the ports. These pressures contributed to the decision to build the
nation’ s largest urban infrastructure project, the Alameda Corridor, which is designed to
expedite the movement of containers from the waterfront to inter-continental rail yards 20

milesinland.

The actions of these port authorities with respect to surface trangportation is instructive,
because it provides an illudtration of one of the key problems with the empirical study of
infrastructure and economic development. Which came firgt, the infrastructure or the

economic development? We will return to this chicken-and-egg question later.

11 See USDOT (1999) and also USDOT (1992).
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The economics of locational advantage

What does the nature of the infrastructure in a port tell us about its economic
development role? If ports are seen primarily as clusters of facilities that confer services
on users, then the efficiency of port operations takes on particular importance in policy.
Van de Voorde s (1995) definition of aport in terms of its functions reflects this concern
with the efficiency of port activities— “achain isonly as strong asits weskest link, which
is certainly true for the production of port services’ (220). In other words, the ports as
infrastructure gpproach emphasi zes investment and productivity (see also Vandeveer
1998; Cullinane, Song and Gray 2001). What does thisinvestment and productivity do

for aregiona economy?

In principle, efficient ports may make hinterlands more attractive to firms, and dlow for
more efficient production by firms aready located there. The economics of locationd
advantage approach would be supported by evidence that the hinterland economies of
efficient ports grow faster than average, and that they become specidized in line with the

comparative advantages of the ports that serve them.

Inindustrid location theoriesin the regiond science tradition, ports are clearly an
important congderation in industrid location decisons. Higtoricdly, transport costs were
amgor determinant of indugtria location, and thus featured prominently in the earliest
writings in regiond development (for example in the work of Weber (1909) and Isard

(1956)). Firms whose transport costs are alarge percentage of total costs, such as



producers and importers of unprocessed or semi-processed raw materia's and goods with
alow weight to valueratio, are still sengitive to freight trangport costs. Furthermore,
certainty in supply logistics is often just as important as trangportation cost, for example

for flexible forms of production.

Ports may thus be viewed as infragtructura attributes that confer locationd advantages
for certain indudtries. Various atempts have been made to model the impact of
infrastructure spending on regiond growth (for areview of econometric modes gpplied

in the US context see Berechman 1995). Aschauer’s (1989) use of a Cobb-Douglas
production function to explain the rel ationship between economic growth and
infrastructure investment has simulated a lively debate (see Holtz Eakin 1994; Gramlich
1994; Boarnet 1997). Much of this debate has been about the appropriateness of various

econometric specifications and the network impacts of infrastructure provision.

In his semind work, Aschauer (1989) used a production function to estimate the
relationship between infrastructure spending and regionad economic devel opment.
Aschauer looked at relationship between aggregate productivity, and stock and flow
government infrastructure-spending variables. Using annua data for entire US, 1949 to
1985, he found that non-military public capital stock is dramaticaly more important than
flow of non-military or military spending in determining productivity growth. He dso
argued that core infrastructure (streets, highways, airports, mass trangit, sewers, water

systems etc) adds to productivity while military capital does not.



Aschauer’ s findings were subject to considerable critique. Holtz- Eakin (1994) argues that
Aschauer’s andysis proceeds from essentially one observation. HoltzEakin does a
smilar andyssusing data a state leve for 48 states and 8 regions, 1969 to 1986. He
suggests, and corrects for, various sources of error in the origina econometric
gpecification, and finds that public capita has no role in affecting private sector

productivity.

Kessdes (1993) develops apowerful critique in adightly different direction. She argues
that highly aggregated infrastructure studies do not provide specific guiddines for policy,
nor do they say very much about the specific mechanisms whereby infrastructure affects
growth. She thus recommends an emphasis on the micro-economic effects of
infragiructure. Relative cogts, efficiency and certainty in service emerge as key andyticd
variables. It is probable that the infrastructure attributes of a particular port have become
consderably lessimportant to overdl regiona development outcomesin recent years.
Thisis because transport costs have fdlen relative to other factors of production over the
last century, particularly in the shipping industry following containerization, and in many
countries, transportation-sengtive industries have become less important in the economy

(USA 1997).

In the US, the greatest cost reductions have been achieved in overland transport costs —
this has had profound implications for the relative competitiveness of ports on the east
and west coasts of North America (Boschken 1998). For example, the Port of Oakland's

poor access to the ‘land bridge’ (to the interior of the country) compared with itsriva



Ports at Los Angeles, Sedttle and VVancouver has gpparently undermined its relative
competitiveness. However, the key point is that while the competitiveness of the Port of
Oakland has been undermined relative to other ports, the relative competitiveness of the
firmswithin the port's hinterland is unlikely to have declined to the same degree given

the avallability of dterndtives.

We can take the spirit of Kessides critique further. The differences between New Y ork
and Los Angdles/ Long Beach with respect to surface transportation planning and
investment are related to differencesin the shape and extent of the hinterlands served by
each. These different hinterlands correspond to very different sets of port users, or clients,

each deriving particular benefits from the infrastructure services provided by the port.

This observation suggests that the causa link between ports and economic devel opment
is much more complex than that implied by the economics of infrastructure gpproach.
Modeling infrastructure spending to understand productivity growth, athough useful for
certain types of questions, congtitutes an under-socidized view of economic action
(Granovetter 1985). This critique implies that we shouldn't only be looking a how the
infrastructure of a port influences aregiond economy. We should aso examine the actua
decision-making process leading to particular infrastructure investments more closgly to

understand their economic effects.



Ports as nodes in networ ks and the economi cs of trade

The worldwide vaue of foreign trade has increased dramatically since 1970'%. What is
the rlevance of this‘globaization’ for ports and the development of port-regions? It
would be very hard to summarize dl theissues here. However, thereis now sufficient
consensus around the propaosition thet it is not so much the fact of globaization that has
implications for regiona development, but rather that the way in which nations and
regions are inserted into global networks that is decisve. Thereisthusadiaectica
relationship between the loca and the globa (Lipietz 1993), atension that is centra to
any understanding of regiond performancein an increasingly connected world. Thisline
of reasoning implies that the way in which ports connect regions to networks of tradeis

centra to understanding economic devel opment outcomes.

Networ k -based descriptions of ports

Shipping networks are important in regiona development outcomes because they
influence which markets are accessible, a wheat rates/costs and time scales, how

regularly, and with whet levels of religbility. These factors are crucid in the investment
decisions and market penetration prospects of both importers and exporters. In short thus,
ports are one of the noda pointsin trade networks through which the region can connect
to the globa economy. What has been happening in these networks of trade? Any

discussion of changing port fortunes and the implications of these changes for loca and
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regional economies since 1980 needs to start with a congderation of the impacts of

containerization. Three interrdated issues bear further eaboration.

Firgt, changes in shipping technology, specificaly containerization and intermodaism
(referring to the fact that containers can be moved on ships, road and rail) have
dramaticaly reduced the cost of shipping many goods. For example, in the US, nationa
expenditures on water transportation grew less than haf as fast as the GDP between 1960
and 1995 (US 1997). Costs savings associated with containerization indlude: cutting the
need for port labor to handle diverse cargo moving between transport modes, dlowing
larger vessdls and thus economies of scale, reducing ship waiting times, and reduced theft
and damage (Campbell 1993). Containers carry high-vaue to weight ratio goods

effidently and safely.

Second however, containers aso require particular land-based and other port facilitiesto
serve the ever larger ships carrying containers — large amounts of land for stacking
containers, speciaized container-handling equipment, cranes, information systems, and
deeper and wider shipping channdls (see Hilling 1987). This has given rise to new forms
of risk and uncertainty in port investments. Maritime trade is highly variable— the

generd increase in trade vaue and volume since 1970 includes some drameatic boombust
cyclesin maritime shipping rates and volumes. Investments in ships and port fecilities are

lumpy and subject to long lead times. Other sources of variation include seasond

12 The share of trade passing through seaports has lagged somewhat, particularly in terms of value handled
because of the growth of airfreight and electronic transfers of high-value products. Note also that some
remain skeptical about how dramatic these changes actually are, see Wade (1996).
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vaiations in many primary commodities, globa and nationd business cycles and short

term political and other shocks (Stopford 1988).

Third, the shipping industry has reorganized itsdlf to respond to the changed environment
—and in so doing has intensfied competition between ports. This process has been
facilitated by surface transport deregulation, and various changes to shipping law that
alow service contracts and al-inclusive pricing (Shashikumar and Schatz 2000). Carriers
increasingly have a choice about which markets to serve directly from alocal segport,

and which to serve from aremote seaport and by overland transport.

The net result of these processes has been the emergence of a hierarchy of ports described
by the concepts of “hubs and spokes” and transshipment. Shipping lines used to follow
fixed routes, providing regular servicesto al the ports within a given trade circuit. This
pattern has been largely replaced by anew, circular hierarchica system of shipping

routes. In a complete hub and spoke system, the largest and most codt- effective routes
will be between hubs; at hub ports, containers are transshipped onto other, smdler, ships
which operate on lower tier ‘spoke’ or feeder routes to deliver the container to the final

user.

These changes have been understood for many years. Writing in 1981, Hayut argued that
containerization would result in a series of systemic changesin arange of ports. His five-
stage modd beginswith (1) an initid equilibrium state thet is (2) disrupted by innovetion

that then (3) diffuses and is consolidated in alimited number of ports, which thus become
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(4) dtes of concentration. However, (5) congestion (diseconomies) in the mature system
and competition from the periphery, bring the new system into equilibrium. This new
equilibrium is one in which there are fewer, larger ports, what Hayut calls ‘load centers .
Although Hayut's mode alows ample room for loca variaion, ultimately the number
and gze of the load centers, for him, is determined by the economies of scalein ship Sze,
handling technology and hinterland connectivity. According to this theory, loca
conditions make a difference in influencing the location of the innovation in the first

place and the speed with which it is adopted at a specific port.

Figure 2.4 Port Calls by Vessal Type, 2000

|E| Tanker O Dry Bulk B Containership ® Other General Cargo

Los Angeles and Long
Beach

0 1000 2000 3000 4000 5000 6000

Source: MARAD Statistics (LIoyd's Maritime Information Services, Vessel Movements, computer file
(London 2000)). Excludes calls by vessels under 1,000 grosstons.

Figure 2.4 presents information on one aspect of this hierarchicad system - the number

and type of calsat aport —for the ‘hub’ Ports of Los Angeles and Long Beach and the



‘feeder’ Port of Batimore. The hub-and-spoke system is most clearly defined for
container traffic; a diversfied port such as Batimore does not necessarily lag behind the

hub portsin genera cargo or bulk ship cdls.

These forces have lead to increasing differentiation among segports. A few ports have
been able to attract the lions share of containerized cargo and intermodal movements,
while others have virtualy ceased operating as cargo ports. The number of foreign loaded
containers handled by US segports grew by about 6% per year over the 1990s. Over the
decade, the top three US seaports captured just over hdf of dl this growth, and they now
account for 46% of foreign loaded containers (see Table 2.6). Not only are containers
concentrated in just afew segports, containers also carry the most valuable cargoes.
Maritime Adminigration statigtics show that while only 12% of foreign ocean-born cargo
by weight movesin containers, 66% by vaue movesin containers. Virtudly dl
manufactured and consumer products, with the exception of large items such as

automobiles, now move in containers.

Notwithstanding the concentration of loaded foreign containers in hub ports during the
1990s, it isimportant to note concentration actualy decreased in the 1980s. Thisis
because of the sharply changing fortunes of the winners (such as Tacoma and Los
Angeles) and the losers (such as Batimore and Philadephia) during that decade. Thisis
measured in the lower pand of Table 2.6, which presents concentration measures using

dataon al containers handled (the foreign loaded series was not available back to 1980).
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Table 2.6 Concentration of containersin US Ports

Foreign loaded containers handled

1990 1999
Share of top 3 ports 41.3% 45.8%
Share of top 10 ports 79.2% 81.4%
Share of top 20 ports 94.1% 95.9%
Totd foreign loaded containers handled by US Ports 9,402,387 (16,617,833
Source: PIERS
All (foreign, domestic, loaded, empty) containers handled

1980 1990 1998
Share of top 3 of top 25 ports 45.1% 39.7% 43.4%
Share of top 5 of top 25 ports 63.1% 56.0% 56.9%
Share of top 10 of top 25 ports 85.9% 80.7% 80.9%

Source: Containerization International Y earbook

The economics of trade

What are the implications of these changing trade networks for port-regiona economies?

The nation that trade is centrd to the understanding why regions develop differently and

unequaly iswell established. In the interpretation of dependency theory to the regiona

scale by Myrda (1957), Hirschmann (1958), Friedmann (1972), and Kador (1985), the

region emerges as the result of disequilibriating flows — including trade - in the wider

economy. If trade is centrally implicated in uneven growth, then it might be argued that

some ports generate, or at least sustain, higher rates of growth in their immediate

hinterlands than lesser ports do in theirs.

Thisline of reasoning is competible with the ‘ new economic geography’ approach of

Krugman (1995), who has built aforma economic moded with a disequilibrium spatia
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outcome™®. Fujitaand Mori (1996) have used this modeling technique to show how
agglomeration economies and transport-node hub effects interplay to make mgjor cities.
Their modd suggests that port cities will continue to prosper even after ther initid

advantages have lost their relevance.

These predictions are based on abstractions that do not consider the actual responses of
policy-makers and other actors to changesin international shipping organization. What
are the consequences of the fact that, increasingly, ports no longer serve clearly defined
market hinterlands that define the possibilities and congtraints on port expansion (Van
Klink and van den Berg 1998)7? Ports are now able to compete with each other in ways
that were not possible in the past — even if that competition isindirect. Corbett (1996)
shows how the unfolding port hierarchy has given rise to intense competition between
ports seeking to secure hub status. For example, the port authorities of the US eastern
seaboard were recently involved in abidding war over which will be the hub port for the
Trans-Atlantic traffic of shipping giant Maersk-Sealand (NY T, 1999). Although these
shipping lines operate their own terminas with long term leases, port authorities bid
through the provision of arange of infrastructure services and subsdies. Given the costs
associated with thisinfrastructure, it isnot at al apparent thet a privileged placein the

hierarchy of container ports guarantees regiona economic development benefits.

Campbell (1993) has stated these arguments in the elegant hypothesis that segports are

increasngly impasing their costs on hogt cities, while their benefits are dispersed more

13 Krugman (1995) presents amodel of agglomeration, in which he assumes that there are latent economies

of scale, which once harnessed result in pecuniary (higher wages and investment rates) externalities.
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widdy. Using a trade-account modified shift-share analysis, Noponen, Markusen and
Driessen (1997) find support for this hypothesis. They argue that United States port cities
showed less growth in manufacturing employment than non-port cities in the period
1978-1986 and attribute this result to ports facilitating the growth of imports that
undermine local production. However, since different metropolitan economies have very
different abilities to increase exports and subgtitute for imports, increased port activity
will have differentid impacts. Thus questions remain about how ports form part of the

dynamic and complex connection between regions and the globa economy.

Gulick (1998) begins to address this question through his concept of a‘regiond
development dliance’ of actors who impact investment decisions within a segport and
that condition the competitiveness of a container port. One benefit of this gpproach is that
it focuses atention on the ability of loca labor, community and environmenta groups to
shape the relationships that underpin port investment decision-making. However, this
approach il seeks only to explain relative port performance, not relative regiond
performance. As with the other approaches reviewed here, the ports as trade nodes
approach leaves unanswered for economic development planners, the question of how

best to trandate knowledge into action.

On why being on or off the ‘network’ is not a sufficient condition

The discussion of the ports as trade nodes perspective on the relationship between ports

and economic development provides an opportunity to reflect on the recent writings of



Manud Caddls. Thisisan especidly worthwhile endeavor in light of the prominence
given to the notion of the * network society’ in arecent volume on infrastructure and

urban development. In their gptly titled book, Solintering Urbanism, Graham and Marvin
(20012) uncriticaly adopt much of Cagtells perspective in arguing that an ‘integrated

ided’ in infrastructure has given way to a splintering of urban society. They argue that
whereas most physical infrastructure development during the first two-thirds of the 20"
Century sought to be inclusve and integrating, we increesingly see infrastructure

networks that deliberately and sdectively include some places, and exclude others.

While much of what Graham and Marvin argueis convincing and timely, they have
repeated afundamentd error found in Cagtells andysis. That error isto reify the
construct ‘ network’ to such a degree that socia and economic outcomes for places are
amply read off from the fact (or not) of connection to the network. This perspective
draws on and extends the excellent critiques of Cagtells by Riles (2000), van Dijk (nd)
and Friedmann (2000). The implications of this critique of Cagtells work, and by
extension of portions of Graham and Marvin'swork, speak directly to the way we think

about ports and economic devel opment.

In three volumes, Casgtdlls argues that new technol ogies have dlowed the rise of what he
characterizes asinformationd capitalism. Under this mode of production, information, by
which he means “ data that have been organized and communicated” (Porat 1977, cited in
Cagtells 1996: 17, footnote 27), is the centra resource through which productivity and

power are redized. However, information is accessed primarily through networks that



connect people and places. Increasingly thus, the only way to exercise power and obtain
advantage is through the network. Thisline of reasoning leads to the conclusion that the

fortunes of places areincreasingly determined by whether they are on or off the network:

“Presence or absence in the network and the dynamics of each network vis-a-vis
others are critical sources of domination and change in our society: a society that,
therefore, we may properly cal the network society, characterized by the
preeminence of socid morphology over socia action” (Castells 1996: 469)
“Networks organize the positions of actors, organizations and ingtitutionsin
societies and economies. The socid relevance of any socid unit isthus
conditioned by its presence or absence in specific networks. Absence of a
dominant network leads to structurd irrdlevance’ (Castells 1997a: 29)
“The territoria unevenness of production will result in an extraordinary
geography of differentia value making that will sharply contrast countries,
regions and metropolitan areas. Vauable locas and people will be found
everywhere, even in Sub-Saharan Africa. But switched- off territories and people
will dso be found everywhere, dbait in different proportions’” (Castells 1997b,
cited in Graham and Marvin 2001: 15).
However, what research on ports and port cities shows is that while location on an
information network may be necessary to permit participation in economic activity, it is
not sufficient to ensure success. Nonethe ess, these ideas have found cons derable support
in urban and regiona studies because they appear to offer an explanation for many

contemporary socid conditions, such as the close proximity of poverty and privilege.

How do these observations fit the ports story? At a superficia leve they fit quite well. It
certainly is useful to think about ports as transfer points in networks of ocean and land-
based trade. Furthermore, it is useful to consder how technological changes (in ship Size,

in handling technology, in eectronic data exchange and virtud integration — what we



summarize under the heading of containerization) have changed these networks. It is
even possible to show how these network transformations have been implicated in the
changing fortunes of ports across the globe. Findly, ardatively successful port such
Oakland — which presumably occupies a privileged seat in the dominant network of
container traffic - Sts beside the excluded and margindized West Oakland. The notion of

a‘'variable geometry’ seemsto describe these circumstances quite well.

But can we redly fully understand the fortunes of ports (places) by consdering whether
or not they are connected to particular trade routes (networks)? For example, isit correct
to say that West Oakland is off the network (or on some perverse network — such asthe
crimina networks that Castells describes € sawhere (1998))? No. Rather, it seemsthat
many of West Oakland' s problems are precisaly because of its proximity to this
goparently privileged space in the network. The short- and long-haul trucks that park in
and drive through the neighborhood, the planning blight associated with the port’ s future
expanson proposas, the concentration of housing for contingent workers — these are all
manifestations of the fact that West Oakland is on the network, not off it. And these same

factors are causally implicated in West Oakland's long decline.

In other words, many of the problems facing West Oakland are not because it has been
by- passed by the network, but because it occupies a particular (undesirable) postionin
the network. It is aso not tenable to argue that the Port of Oakland isitsalf somehow off

the network and that this explains why it’s surrounding neighborhoods are so blighted —
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the most successful container ports in the United States (Long Beach and Los Angeles)

aso impose amilar externdities on their surroundings.

These are not new arguments, various authors have commented on the fact that some of
the most skilled manipulators of digita information, closdly tied to the network — such as
back office workers, telephonists and so on — are in low-wage jobs without career
prospects (cf Benner 1998). This view aso echoes the decades long debate about the
distinction between development and underdevel opment (cf Frank 1969). The fortunes of
people and places are not explained by whether a place or person is connected to the
network; ‘whether' is smply not a sufficient condition. The same criticisms gpply both

when we examine margind as well as gpparently privileged users of the network.

In their book Graham and Marvin's (2001) adopt Castells network perspectivein
interpreting urban devel opment trgectories from changesin the provision of

infragtructure. Graham and Marvin argue, correctly, thet liberdization (deregulation,
privatization, etc) and technologica changes have dlowed an ‘unbundling’ of portions of
previoudy integrated, public monopoly infrastructure sysems. An example of this would
be the separation and privatization of generation from the digtribution of eectricity. With
unbundling comes ‘infragtructura bypass — some infrastructure users get better and more
services than others, or what they call *premium network spaces (PNS) (something

equivaent to ‘glocd scalar fixes , to use Brenner's (1998) term).



Their centrd daim however involves alegp of logic, namdy that from unbundling and
bypass comes a splintering urbanism. In other words, they argue that socid and spatia
polarization is reinforced through the creation of PNS and secessionary infrastructure
systems. In thisway, the implications for urban development that they draw are
congstent with the binary perspective advanced by Castdlls. Y ou are either get

infrastructure services (you' re on the network) or you do not.

To befair, Graham and Marvin'swork is congstent rether than identical to Castells
because the authors are careful to note that not al infrastructure sysems are moving in
this direction, that infrastructure systems have long been used to include some members
of society while margindizing others, and that even the most privileged PNS are not
independent of their surroundings. The emergent, incomplete and contested nature of the
splintered urbanism thus creates opportunities for res stance — thisis the subject of their
last chapter and postscript. The problem rather isthat theirsis not a generdizable
andyss, because the question is not whether but how one is connected to the network.
By following Cagtdls— by accepting the premise that connection versus non-connection
to the network isthe key variable — Graham and Marvin have ignored, or rather not paid
sufficient attention to, the mediating variable of *how' a person or placeis connected to

the network.

Let meillugrate this argument by returning to the ports. Certainly it is reasonable to

assume that firms are attempting to connect to trade networks in away that is most

beneficid to them. Equdly, it is clear that unbundling has happened in the ports business

69



- for example, within ports, individuad terminas are increasingly leased as separate
dngle-user fadilities. Of course these terminas rely on the availability of nontriva public
goods such as dredged channels and surface transportation networks, but the fact remains
that portions of the system have been sdlectively privatized to create what might be

regarded as PNS.

The problem comes when one tries to read wider urban development implications from
this observation. Does the fact that some firms secure access to the network through a
PNS, necessarily imply a particular set of outcomes for a port or locdity? It seemsto me
that Graham and Marvin'swider clam would only be correct if securing aPNS
smultaneoudy alowed these infragtructure users to withdraw from other commitments to
the locdlity. Thisis not dways the case — if anything, the unbundling of port

infrastructure has resulted in some firms becoming tied ever more closely to specific
locdlities. In Part 11, | show how, in order to secure termind facilities, Toyota has had to
commit resources to various ports for periods of up to 20 years. Thisisadirect result of

the processes of unbundling and bypass they describe so vividly.

Graham and Marvin appear to be aware of this contradiction at the system-wide level —
for example they make extensve use of Swyngedouw’s (1993) recent work extending
Harvey's (1982) notion of a*spatid fix'. Thisline of reasoning suggests that in order to
ensure greater mobility (in trade for example), capita requires fixed infrastructure
systems. These sunk infrastructure investments — which come to congtitute geography -

contain the seeds of future crigs, since they rapidly become inappropriate as economic

70



conditions change. Herein lies the rub; the unbundled premium network spaces do not
arise without the firms giving something up in return. Firms face a trade- off between
privileged access to termind facilities and flexibility in their distribution system.

Contrary to Graham and Marvin’swider argument, it is the firms that have secured
terminal gpace (such as Toyota) that are most tied to locdities, and that offer the most
potentia for local economic development. Again, the important variable that emergesis

not whether the place is connected to the network, but how.

In summary then, Graham and Marvin have correctly noted that infrastructure systems

are becoming increasingly fragmented and unbundled. This alows some users to secure
privileged access to some services. However, the smple existence of these PNSis not the
end of the story — securing privileged access to the network itsdf entails the commitment
of resources. The point here isthat infrastructure unbundling is not necessarily bad and
does not necessarily lead to splintered urbanism. Rather it is contingent on arange of
mediating factors. We need to get beyond that notion that being on or off the network can
explain the fortunes of places, and concentrate rather on the nature of the connection. At
amore abdract leve this conclusion casts doubt on the existence of the network beyond
academic discourse — or at the very leas, it saysthat places and networks are in fact

mutualy condtituting.

71



Exploring thereationship between cargo handling and employment growth in

hinterlands

Each of the three approaches to ports and economic development reviewed here predict
dightly different relationships between cargo handling and economic growth in the port
hinterland. This section examines the predictions of each gpproach through a series of
datistical analyses of regiona employment and port cargo handling data. While
employment is the only measure of economic development used here, | do not want to
suggest that other outcomes are unimportant. Thisis especidly the case in employment in
cargo handling, where unions have conscioudy traded off employment for higher wages
(see Chapter 4). | have two reasons for this more narrow focus. First, my goa hereisto
highlight the possibilities and limitations of the gpproaches reviewed, not to provide an
exhaudtive test of their predictive capacities. Second, employment statistics are available

at the appropriate spatial and time scales.

The ports as cargo approach sees the relationship as unambiguoudy postive, the more
cargo, the more jobs, especidly in transportation-related sectors. The ports as
infrastructure approach would expect to see the positive effects of cargo spread more
widdy in the hinterland economy; because of its emphasis on throughput productivity
this approach is compatible with productivity-related declines in employment in the
trangportation sector, but not in transport-using sectors. The ports as trade nodes
approach predicts higher growth overdl in the primary trading nodes, but is more

ambivalent about growth in specific sub-sectors and areas.
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These broad predictions are summarized in Table 2.7. 1t should aso be noted that each

approach has a spatid component — for example, the ports as trade nodes approach

explicitly predicts an ever-widening hinterland in which employment growth is expected.

Conversdly, the ports as cargo gpproach predicts employment at or near a successful

port.

Table 2.7 Summary of Predictions on relationship between cargo handling and
employment growth in port-hinterlands

Sector Ports as Cargo | Ports as Infrastructure Ports as Trade Nodes
Trangportation | Pogitive, esp. | Indeterminate (throughput | Positive, esp. in wider
near port; efficiency is key issue) hinterland.
Specidization Specidization likely.
likely
Manufacturing | No clear Pogitive in wider Indeterminate in wider
prediction hinterland; specidization hinterland (depends whether
likely. imports are substitutes or
Indeterminate near port. complements).
Didtribution Positive. Positive. Positive, esp. in wider
Specidization | Specidization likely. hinterland.
likely. Specidization likely.
All Sectors Positive, esp. | Pogtive in wider Pogitive in wider hinterland;
near port hinterland, indeterminate negative near port
near port

How do these predictions compare with the actual employment growth performancein

the hinterlands of contemporary ports? The remainder of this chapter provides some

answers to this question through an examination of the relationship between cargo and

employment in the hinterlands of the 21 reference ports, from 1980-1998. 1

4 To answer this question | have examined the relationship between port activity and employment in
different economic sectors, at varying geographic scales, over time. The parameters of the dataare as

follows:

@ Overall cargo handling levels areindicated by adjusted tons from the US Army Corp of Engineers,
for the years 1982, 1990 and 1999. The adjustment factor follows Charlier (1996) and accounts for the fact
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In the period 1980-98, employment growth™ in the hinterlands of the 21 ports lagged
behind that in the nation as awhole (see Table 2.8). Thiswas particularly truein the
1990s, and for the narrowest definition of a hinterland. The only sectors in which the port
hinterlands have cons stently performed better than the nation as awhole are the
otherwise declining Water Transportation sector, and the Marine Cargo Handling and
Termind Operations sub-sector. Even in the Land Freight Transportation and All
Trangportation sectors, port hinterlands generally did worse than the nation. These
findings suggest that there is not strong prima facie support for any of the gpproaches

reviewed above. Successful ports do not ensure successful regiond hinterlands.

However there are someinteresting anomdies. For example, employment growth in
Automobile Parts Manufacture in the broad and jurisdictiond port hinterlands matched
that in the netion as awhole more closgly, especidly in the 1990s. So too with
digribution activities, especidly in the 1980s. These findings indicate that there is more

going on here than suggested by the broad- brush comparison.

that aton of one commodity requires less handling than aton of another. Automobile units are from the
PIERS proprietary database for the months of October 1980, October 1990 and October 2000.

(b) Employment figures are from the County Business Patterns series for 1980, 1990 and 1998.

() Economic sectors are (1) Marine Terminals, (2) Water Transportation, (3) Land Freight
Transportation, (4) all Transportation, (5) Automobile Assembly, (6) Automobile Parts, (7) All
Manufacturing, (8) Automobile Distribution and Retail, (9) All Distribution and Retail, and (10) all sectors.
These were chosen to represent key port-related sectors, as well as manufacturing and distribution activities
related to the automobile industry.

(d) Hinterlands are Narrow, Broad, or Jurisdictional, respectively corresponding to the (1) county (or
counties) containing the port facilities, (2) the Consolidated or Primary Metropolitan Statistical Area
containing the port, and (3) the county (or counties or state) corresponding to the boundaries of the
jurisdiction responsible for the administration of the public port.

For full details on data sources, definitions and treatment, see Appendix B.

15 All growth rates reported in this section are compound annual growth rates, unless otherwise specified.

74



Table 2.8 Employment growth in the USA and in the Hinterlands of Reference

Ports, 1980-1998

Reference Port-Regions

1980-98 USA Broad Narrow | Jurisdictiona
Hinterland | Hinterland | Hinterland
Marine Cargo Handling and Termina Operations | -2.8% -1.9% -1.3% -1.4%
Water Transportation -2.0% -1.2% -1.0% -0.5%
Land Freight Trangportation 2.5% 2.2% 2.0% 2.5%
All Transportation -1.6% -2.0% -1.9% -1.6%
Automobile Assembly -0.7% -2.7% -1.5% -2.2%
Automobile Parts Manufacture 0.7% 0.0% -0.7% 0.8%
All Manufacture -1.2% -2.2% -2.7% -2.0%
Automobile Digtribution and Retail 0.8% 0.7% 0.0% 0.8%
All Digribution and Retail 0.0% -0.3% -1.0% 0.0%
All Sectors 2.1% 1.8% 1.2% 2.0%
Reference Port-Regions
1980-90 USA Broad Narrow |Jurisdictiona
Hinterland | Hinterland | Hinterland
Marine Cargo Handling and Termina Operations | -4.6% -3.1% -3.2% -3.4%
Water Transportation -2.7% -2.1% -2.6% -0.5%
Land Freight Transportation 2.2% 2.4% 1.9% 2.6%
All Transportation 1.9% 1.7% 1.0% 2.1%
Automobile Assembly -1.5% -4.0% -2.8% -4.0%
Automobile Parts Manuf acture -0.8% -2.2% -2.0% -1.6%
All Manufacture -1.0% -1.3% -1.8% -1.2%
Automobile Didtribution and Retail 1.1% 1.7% 0.7% 1.8%
All Digribution and Retall 2.6% 2.7% 1.8% 3.0%
All Sectors 2.2% 2.6% 1.8% 2.7%
Reference Port-Regions
1990-98 USA Broad Narrow |Jurisdictiona
Hinterland | Hinterland | Hinterland
Marine Cargo Handling and Termina Operations | -0.5% -0.3% 1.2% 1.1%
Water Transportation -1.1% -0.1% 1.1% -0.5%
Land Freight Transportation 2.9% 1.9% 2.2% 2.4%
All Transportation -5.8% -6.5% -5.3% -6.1%
Automobile Assembly 0.5% -0.9% 0.1% 0.1%
Automobile Parts Manufacture 2.6% 2.7% 0.8% 3.9%
All Manufacture -1.5% -3.3% -3.8% -3.1%
Automobile Digtribution and Retall 0.3% -0.4% -1.0% -0.4%
All Digribution and Retall -3.2% -4.0% -4.5% -3.7%
All Sectors 1.8% 0.9% 0.5% 1.2%
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For amore comprehensive analysis of the relationship between cargo handling and
hinterland employment, | have used three gpproaches. First | examined the correlation
between the level and growth in cargo/automobiles handled and employment. Second, |
conducted aform of second-difference comparison of the employment growth per sector
in the hinterlands of various classes of ports. Findly | examined the employment

gpecidization in the hinterlands of each port type.

Corréation Analysis

In generd, big ports are located in big cities and hence there is a strong positive
relationship between the volume of cargo handled in a port, and employment in the
hinterland (see Table 2.9). Note however that this finding is not independent of scale, and
amply indicates that the largest ports in the reference group tend to be located in the
largest regionsin terms of employment. However, the consstently positive statiticaly
ggnificant relationships are as expected; they are to be found between cargo handling
volume, and employment in the Trangportation sector, its sub-sectors and in the
Didtribution sector. The relaionship between Manufacturing employment and cargo

handling isless strong, especidly as regards Automaobile Assembly.

The rdaionships are not as strong for automobile imports asfor al cargo, but thissmply
confirms that automobile imports have been displaced from some ports in metropolitan
port locations. Note that the relationship between automobile imports and employment in

Automohile Didribution is postive and satigticaly sgnificant.
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Table 2.9 Corréation (1) between Cargo handling and Sectoral Employment within

Port Hinterlands, 1980-2000

Share of Auto Imports Adjusted Cargo Tons

Employment Sector |Year |Broad Narrow |Jurisdiction |Broad Narrow |Jurisdiction
Marine Cargo 1980-82 0402  0.559* 0.691**| 0.845**| 0.865** 0.754**
Handling and 19900 0.540*| 0.502* 0.649**| 0.838**| 0.762** 0.623**
Terminal Operations [1998-00]  0.520* 0.404 0.526*| 0.907**| 0.903** 0.795**
Water Transportation | 1980-82, 0406 0.515* 0.622**| 0.772**| 0.830** 0.746**
1990 0.387] 0.397] 0.552*| 0.664**| 0.752** 0.530*
1998-00 0.327 0.263 0503 0.719**| 0.786** 0.548*
Land Freight 1980-82 049 0.613** 0520 0.646**| O0.775** 0.650**
Transportation 1990 0.659**| 0.677** 0591*| 0.631*| O.777** 0.562*
1998-00f 0.672**| 0.601** 0.666**| 0.708**| 0.831** 0.517*
All Transportation 1980-82 0464 0.564** 0.517* 0.606*| 0.733** 0.609*
19900 0.599*| 0.622** 0.561* 0.580*| 0.750** 0.536*
1998-000 0.627%| 0.592** 0.674**| 0.675**| 0.806** 0.540*
Automohile 1980-82 0.420 0.385 0.239 0.465 0.428 0.440
Assembly 1990, 0.644** 0.374 0392 0.599* 0.358 0.324
1998-00 0.325 0.046 -0.076 0411 0.165 0.013
Automobile Parts 1980-82 0.313 0.419 0.425 0426 0.491* 0.587*
Manufacture 19900 0.618*| 0.632** 0536*| 0.576*| 0.654** 0.564*
1998-00f 0.688** 0.441] 0.582*| 0.717**| 0.731** 0.458
All Manufacture 1980-82 0436 0.592** 0458  0.558* 0.709** 0.592*
1990 0.657**| 0.699** 0557+  0.633*| O0.776** 0.569*
1998-00f 0.682**| 0.571** 0.648**| 0.714**| 0.863** 0.561*
Automohile 1980-82 0490 0.576** 0543 0.59*| 0.659** 0.600*
Didtribution and 1990 0.674**| 0.658** 0.608**|  0.625*| O0.757** 0.491*
Retail 1998-00| 0.656**|  0.507* 0.690**| 0.698**| 0.859** 0.408
All Digributionand | 1980-82, 0465 0.599** 0533 0599 0.750** 0.588*
Retall 19900 0.626*| 0.667** 0580*| 0.592¢| 0.784** 0.483*
1998-000 0.627*| 0.621** 0.691**|  0.618*| 0.848** 0.420
All Sectors 1980-82 0453 0.587** 0518  0.590*| 0.740** 0.601*
1990 0.619*| 0.666** 0580*| 0.590*| 0.778** 0.522*
1998-000 0.624*| 0.649** 0.694**|  0.618*| 0.839** 0.462

(1) Correlation coefficient isthe bivariate pearson correlation with two-tailed significance.
*=gignificant at the 95% level
**=sjignificant at the 99% level



One solution to the problem of scale (i.e. defining hinterlands as counties which vary
consderably in sze), isto look at cargo and employment growth rather than levels. Table
2.10 presents the bivariate correlation between growth in automobile handling share and
growth in adjusted cargo, and growth in sectoral employment for the period 1980-1998°.
There is some evidence of a postive relationship between overdl employment growth

and growth in the Digtribution sector as predicted by al three approaches to ports and

regiona development.

However, contrathe predictions of the ports as cargo view, thereis no sgnificant
relationship between growth in Marine Cargo Handling and Terminad Operations
employment and cargo handling across the entire period 1980-1998, although there were
some sgnificant pogtive relationships in the period 1980-90. Thisis congstent with
conventiond wisdom, and with the other findings presented here. The long-term decline
in employment of longshoremen continued through the 1980s (see Table 2.8; Marine
Cargo Handling and Termind Operations employment declined 4.6% per annum in the

1980s), dthough this decline did dow somewhat in the 1990s.

16 | used two measures of cargo growth, compound annual growth and the competitive growth effect (or
residual) as derived from adynamic shift-share analysis (see Barff and Knight 1988). The Competitive
Growth Effect provides a measure of the extent to which the reference ports each did better than the
nation’s ports as awhole, controlling for the particular mix of cargo handled at each port. | also conducted
the analysis separately for the periods 1980-1990 and 1990-1998; see Appendix A.
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Thereisasgnificant postive reaionship between Automobile Parts Manufacture
employment and cargo handling growth, suggesting that imports are complements to
production within the port hinterland. This rdaionship is Satisticaly sgnificant across
the entire period and appears to have gotten stronger into the 1990s. Conversdly, thereis
anegative relationship between Automobile Assembly employment and overdl cargo
growth, gatigticaly sgnificant in the periods 1980-1990 and 1990-1998. Further
evidence that Automobile Assembly was displaced by the importation of finished
automobilesis provided by the negative correation between growth in automobile import
share and employment in Automohbile Assembly (for example, it is—0.643 in broadly
defined hinterlands in the period 1990-1998; see Appendix Table A2.1). These more
ambiguous findings about the differentid relationship between cargo handling and

regiona employment growth lend support only to the ports as trade nodes approach.

A more rigorous way of looking at the relationship between cargo and employment isto
examine the partia corrdation’ between automobile share / cargo growth and sectordl
employment, contralling for employment growth overdl in the hinterland. Due to the
small number of observations (the number of hinterlands varies between 15 and 20), it is
perhaps not surprising that mogt findings are not datisticaly sgnificant, asisvisblein
Table 2.11 (and Appendix Table A2.2). However the signs on the coefficients and the
few ggnificant variables do confirm that there is a positive reationship between cargo

handling and hinterland Automobile Parts Manufacture employment growth, and a

1 \What | report asthe partial correlation coefficient is the standardized beta coefficient derived from a
linear regression that estimates annual growth in sectoral employment as a function of automobile import
share growth, adjusted cargo growth and annual employment growth in all sectors.
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negetive relaionship between cargo handling and hinterland Automobile Assembly

employment growth.

The findings of the corrdaion anayss point again to the complexities in the reaionship
between port activities and hinterland employment. In the broadest terms, the relationship
between cargo growth and employment is positive. But even a this generdized leve of
andyss, anomdies are vishle. For example, while there is evidence that finished
automobiles imports displace assembly they do not displace and may in fact be positively
related to automobile parts manufacture. Within the Trangportation sector, the
relationships are equally complex — more cargo growth is only loosely related to cargo
handling employment growth, and there is no discernable relationship between cargo

handling and employment in the Trangportation sector overal.

Differencesin growth analysis

A dgnificant problem facing the corrdation analysis of the relationship between the ports
and ther hinterlands is the small number of observations that effectively precludesa
thorough multivariate statistical approach. For example, it seemslikely that the
relationship between cargo and employment varies by port type and according to the
economic structure of the port hinterland. A differences-in-differences approach that
controls for these structurd factors provides a convenient means to compare the

hinterland employment growth performance of different port types.
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The choice of which differences to draw was inspired by the shift-share method of

regiona growth comparison. Relative sectoral employment growth has been estimated for
the hinterlands of various port types, and for the time periods 1980-1998 (and 1980-90
and 1990-98, see Appendix Table A2.3).*® This approach dlows us to compare
employment growth performance across sectors and regions for different port types,

hinterland definitions or time periods. What does this andysstdl us?

Table 2.12 indicates that port hinterlands of hub and container ports have high positive
relaive growth ratesin Marine Cargo Handling and Termina Operations, and Water
Trangportation. For the hinterlands of the hub ports, this growth occurred after 1990 (see
Table A2.3 — there was a 6.7% relative annua employment growth in Marine Cargo
Handling and Termina Operations the narrowly defined hinterlands of hub portsin the
period 1990-1998), but for container ports the relative employment growth was postive
in dl time periods. This finding supports the notion that there was an accel erated

concentration of activity in the hub regions. Employment in Water Trangportetion in the

'8 Relative Sectoral Employment Growth = {E; —E;} -{Ej-E3
where  E;=annual employment growth in sector i in region j
E;j = annual employment growth in all sectorsin region j
E,=annual employment growth in sector i in all regions
E ;= annual employment growth in all sectorsin all regions

Rationale: Using annual employment growth rates as opposed to |evels addresses the problem of scale (i.e.
the fact that port hinterlands vary in extent). The first difference removes overall regional employment
growth from the sector-specific employment growth rate. This allows sectoral comparisons across regions,
since we are now examining how well the sector performed relative to the region within which itsis

located. The second difference removes the national first difference (how well the sector at the national
level performed relative to the national economy overall). Thisfinal step allows comparisons across both
regions and sectors. In other words, each cell in Table 2.12 represents the extent to which employment
growth in that sector in that port hinterland type differed from overall growth in that type of port hinterland,
relative to the extent to which growth in that sector in the nation differed from overall growth in the nation.
For example, relative sectoral employment growth in marine cargo handling and terminal s operation
employment in the broad hinterlands of hub ports was positive 2.3%. This accounts for the fact that this
sector performed below the national average for all sectors, as did the hinterlands of hub ports. This2.3%is



hinterlands of diversfied ports lagged behind that in the hinterlands of the container and

hub portsin the 1990s, after having kept pace in the 1980s.

Other key differences between the hinterlands of hub, container and diversified port types
can be found in the manufacturing sector. In the manufacturing sector overdl, only the
container port hinterlands had positive relative employment growth, and particularly
strong growth in Automobile Parts Manufacture employment (2.8% in both the broad and
narrowly defined hinterlands). Thisfinding is competible with the notion that

containerized commodities are inputs to manufacturing and/or that manufacturing firms
with privileged access to such facilities are more productive. Thisfinding lends some

support to both the ports as infrastructure and the ports as trade nodes approaches.

However, in the Automobile Assembly sector, growth was positive in the period 1980-98
only in the hinterlands of diversfied ports. In the 1990s the rdlative growth in
Automobile Assembly employment in the hinterlands of container ports was aso

positive,

Rdative employment growth in Digtribution was pogitive in diverdfied and niche port
hinterlands, and to some extent in hub port hinterlands. Conversdly, the hinterlands of
container ports, by definition those that are not automobile import ports have negetive
relative growth in Automobile Digtribution for al but one time period-hinterland

definition. This provides further evidence that the pattern of automobile importsis

higher than that for any other port type or for any other sector of the hub ports' broad hinterland, indicating
that the hinterlands of hub ports performed relatively well in this sector.

85



associated with the geographic ditribution of employment beyond the immediate

waterfront.

Together these findings indicate the important differencesin the relative employment
performance of hinterlands associated with different cargo profiles (remember that the
port classes were derived from a commodity-based cluster andlysis). This points again to
aweskness of dl the approaches reviewed here, namely that they approach the
relationship between ports and regiona development in terms that are too generd. We
need to pay more attention to specific cargoes, and the specific economic sectors with

which they are associated.

Specialization Analysis

Does employment in the hinterlands of ports become specidized in particular sectors

related to the cargoes handled at those ports and vice versa? The ports as cargo and ports
as trade nodes gpproaches suggest that thisis mogt likely in the trangport and digtribution
sectors, while the ports as infrastructure view suggests thet it will hgppen in dl trangport-

dependent sectors. Thereislittlein my evidence to support any of these assertions.

There are no Satigtically sgnificant bivariate correlation relationships between sectora
employment specidization (as measured by location quotient) and cargo / automobile
handling levels. Smilarly, the correlation between change in employment specidization

and cargo growth is dso generdly not satigticaly sgnificant. Only two relationships



were atidicdly sgnificant; more cargo growth is associated with increasing
gpecidization in Automobile Parts Manufacture employment, but (in narrowly defined
hinterlands) it is associated with decreasing specidization in Automobile Assembly

employment.

These results were confirmed by examining the reationship between hinterland
employment specidization and port type, as shown in Table 2.13. The hub, container and
niche ports became less specidized in Automobile Assembly, while diversified ports
became more s0. Again we find that the hinterlands of container ports becoming more
gpecidized in the Automobile Parts Manufacture sector. These differentid findings run
somewhat againg the ports as infrastructure approach that suggests that the hinterland of

asuccessful port should become more specidized in manufacturing overal.

In trangportation sub-sectors most closely related to port operations, the hinterlands of
hub and container ports became more specidized in Marine Cargo Handling and
Termina Operations. This trend was especialy strong in the narrow hinterlands, and for
the container ports. Specidization in this sector is compatible with the predictions of the

ports as cargo and ports as trade nodes approaches.
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Summary: theredationship between cargo and employment growth

The empiricd analys's provides mixed support for the three approaches (summarized in
Table 2.14). In generd, more cargo does trandate into more cargo handling jobs, as
predicted by the ports as cargo approach. However employment growth in these sectors
has been disgppointing — the number of longshoring jobs has been in along term decline
in the United States and worldwide. Narrowly defined port hinterlands have consstently
experienced overdl employment growth well below the nationd average since 1980. The
ports as infrastructure approach thus finds empirical support for itsless optimigtic
predictions about transportation-related employment. The main problem with this
gpproach isits undifferentiated positive prediction with respect to manufacturing and
digribution-related activities. Cargo growth is associated employment growth in some
sectors, but not in others. On this point, the predictions of ports as trade nodes approach

appear to fit the evidence more closdly.
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Table 2.14 Support for Predictionson relationship between car go handling and

employment growth in port-hinterlands

Sector Ports as Cargo Ports as Infrastructure | Ports as Trade Nodes
Prediction | Support | Prediction | Support | Prediction Support
Transportation | Pogtive, Indeter- Positive, esp. in
esp. near ? minate + wider hinterland. ?
port. (throughput Specidization
Specia- efficiency likely.
ization iskey
likey issue)
Manufacturing | No clear Pogtivein Indeterminatein
prediction wider wider hinterland
? hinterland; - (depends whether +
Specidizati imports are
on likely. substitutes or
Indetermin complements).
ate near
port.
Didtribution Positive Positive. Positive, esp. in
+ Speciaizati + wider hinterland. +
on likely. Specidization
likely.
All Sectors Pogitive, Pogtivein Positive in wider
esp. near - wider ? hinterland; +
port. hinterland, negative near
Specia- indetermin port
ization ate near
likdy port

+ = prediction consistent with evidence
- = prediction inconsistent with evidence
?=no prediction or no clear evidence




Conclusion: towards a dynamic view of portsand regional economic development

In this chapter | have reviewed three gpproaches to understanding the relationship
between ports and economic development in their hinterlands. | have shown how each
approach tends to emphasi ze some aspect of aport, be it cargo, infrastructure or network
connections. Each of these understandings of what makes a port combines with an
understanding of how the economy works to provide a series of predictions about the
relationship between ports and regiona economic development. | find mixed empirica

support for each of these approaches.

However, the main thrugt of this chapter has not been to say that the dternative
approaches are wrong on their own terms. Indeed, each approach aerts us to important
aspects of how do ports influence economic development outcomes. What is missing
from each is an understanding of how might port planners, managers and other public
policy makers intervene to make more of these economic relationships. In part, thisis
because the approaches dl try to provide a generalized understanding of the port-

economic development relationship.

Rather, to answer the how might question, we need to look more closdly at specific
economic sectors and firms. Wheat is the logigtics system of a particular firm or sector?
What role does ocean transport and ports play in that logistics sysem? How do decisons
by firmsin that sector influence ports, and how do decisonsin portsinfluence firmsin

that sector? It is questions of thiskind that | will addressin the following chepters.
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Chapter 3

Portsas | nstitutions

How are cars, epecidly imports, shipped from the point of production to sdein the
United States? How many cars are being moved, and through which ports? How have
these commodity flows changed over time? And what difference do Port Authorities
make to this trade and the associated patterns of economic activity? The 'derived demand’
understandings of the role of portsin regiond development discussed in the previous
chapter approach these questions in avery limited way. The port is or is not on the trade
network, it does or does not provide the infrastructure services, and jobs do or do not
result from the handling of cargo. If the port is lacking any of these atributes, the role of

the Port Authority isto correct this shortcoming.

These approaches |ead to the recipe-like ‘you ether haveit or you better get it’ thinking
that pervades so much infrastructure and economic development planning. While thereis
much that is useful in each these approaches, these are the static perspectives of the how
do, rather than the dynamic perspective of the how might portsinfluence regiond
development. They can dl be criticized for not paying close enough attention to actud
firms and authorities, and the specific relationships between them. My purpose in this
chapter isto begin the task of correcting these shortcomingsin empirica and theoretica

terms.
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| start this chapter with a Satigica analyss of the patterns of port usage by automobile
firms. The data source for thisandlysis isthe PIERS proprietary database on automobile
imports for the month of October in the years 1980, 1990 and 2000. This identifies both
the port of entry and the name of the importing automobile firm (for full details, see
Appendix B). | show that while the overdl trade in automobiles has not become
concentrated over the lagt 20 years, individua firms are concentrating their importsin
fewer ports. | refer to this as mutual specialization, a processthat isonly visblein afirm

and authority-level andyss.

How are we to explain the process whereby specific firms become increasingly tied to
particular ports? In the second part of the chapter | turn to theory to begin the task of
condructing an understanding of ports as institutions — that is as a cluster of rules, norms,
and patterns of behavior. | firgt critique the existing ‘inditutiona’ approaches to ports,

and indeed other public authorities, for focusing too much on forma structure and not
enough on the relationships between public and private actorsin development outcomes.

| then draw on recent literature on the developmenta state and the role of indtitutionsin
regiona development that highlights the importance of inditutionalized relationships—

what | cal therelational fix - in promoting the information exchanges that are 0

important to economic development outcomes.

In subsequent chapters | present qualitative evidence of the relationd fix. In Chapter 4 |
trace the processes and intermediary actors involved in handling automobile imports at

US portsin order to highlight the variety of possble reationships that firms may enter



into in order to successfully import automobiles. In the Chapters 5 and 6 | show how and
why these indtitutiondized rdaionships vary sysematicaly from port to port, and in

Chapter 7 | show how and why they vary from firm to firm.

Mutual specialization: which Ports handle which autos?

Unlike the container trade that has become concentrated in a smal number of ports (see
Chapter 2), the trade in automobiles has remained relatively dispersed. Thisis despite a
dramatic declinein the overal number of imports from the mid-1980s to the mid-1990s
and dire predictions of port consolidations in the early 1990s (see Ross 1992). Indeed, the
share of imports accounted for by the largest automobile ports has decreased, and a
pattern of hubs and spokes in automobile distribution has not emerged. However, the
aggregate numbers mask important changes in which ports automobile firms use, and

how they do so.

In the period 1980-2000, there have been two kinds of specidization within the trade.
The more obvious specidization can be seen in asmall number of niche ports that
gpecidize in handling automobiles and perhaps afew other commodities. The more
subtle specidization is the process whereby manufacturers have tended to concentrate
their operationsin fewer ports. To some extent ports have adso tended to speciaize their

automohile handling operations around a smaller number of manufacturers, but some



ports do find it possible to accommodate several manufacturers.! This process of mutual
gpecidization has resulted in a highly differentiated geography of distribution, onein

which firm-authority relationships play acriticd role.

Over 30 US seaports have been involved in handling imports of new automobiles snce
1980, while 14 can be said to have a Sgnificant presence in the trade (see Figure 3.1).
Ports with a significant presence in the trade hold what are known as 'accounts; even
though the Automobile Assembler may not have any direct relationship with the Port
Authority, in these ports the firm has a sgnificant presence, with processing, sorage and
other facilities a or near the waterfront (see Table 3.1 provides full information on

automobiles operations, accounts and other features of the 21 reference ports).

At the end of the 1990s, the Hub Ports dl handled significant numbers of automobiles,
with the Port of New Y ork and New Jersey the largest automobile port in the country.
This suggests that proximity to market is an important consderation in port usage — the
Hub Ports have prime locations in the largest metropolitan markets. However, the next
largest automobile ports are Diversified and Niche Ports generdly outside large
metropolitan areas, but with good access to hinterland markets. For example,

Jacksonville, the second largest automobile port in the country isin the 45T largest

! This processis not easily visible in aggregate analyses of commodity handling data. Following Charlier
(1988) | examined the overall level of specialization in the US Port system using US Army Corp of
Engineers data from 1982-1999 for the 21 reference ports and commodity data organized in 26 'summary’
and 123 'detailed' commaodity classes. This analysisindicated an overall decrease in specialization within
Ports across all commodities, and within all commodities across all Ports. In other words, Ports have
become less specialized in particular commodities, and commaodities have become less concentrated in
specific Ports. However, this did not occur for the automobile commaodity group (which includes both non-
containerized finished automobiles and containerized parts), and in general specialization appearsto be



metropolitan area, while Portland, the fourth largest auto port isin the 22" largest
metropolitan area.? Jacksonville is a gateway to the southeest region, while Portland isa
gateway to the Pacific north-west and much of the mid-west. By definition, Container

Ports do not feature in the automobile handling rankings.

Figure 3.1 Automobiles Handled by Reference ports, 1999

| @ Imports W Exports | Port class (1)

Hub ports

New York/New | | ‘ - - T——
Los Angeles | ;
Long Beach | |
Jacksonville | :
Portland(OR) | :
Baltimore —— Diversified

Houston
HamptonRoad |3 ports

San Diego | m

Port Hueneme | |

Brunswick (GA) | — Niche
Wilmington(DE) _:_

Boston |——— ports

Philadelphia |

Benicia (2) |

Tacoma | 1
Seattle F=—— Container
Savannah Ji
Charleston (3) | ports
Miami (4) |
Oakland (4)

0 100 200 300 400 500 600
Thousands

Source: Association of American Port Authorities

Notes: 1. Classderived from cluster analysis; see Chapter 2.
2.1n 1999, the Amports terminal at Benicia had no major automobile accounts; Kia began
importing through this port in 2000.
3. Limited numbers of Porsche and BMW vehicles are shipped through the Port of Charleston.
4. Miami and Oakland ports handle small volumes of privately owned vehiclesin containers,
especially for the US Military and to USisland territories.

more likely for non-containerized commodities and in Ports with lower levels of containerization. For
method, data and discussion, see Appendix A2.

2 Source: Bureau of the Census, Metropolitan Area Rankings by Population Size and Percent Change for
July 1, 1998 to July 1, 1999 and April 1, 1990 to July 1, 1999
(http://eire.census.gov/popest/archives/metro/ma99-04.txt)
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Over the last twenty years, the geographic distribution of automobile imports across the
ports of the United States has changed in smdl and subtle ways. Comparing the shares of
individua ports provides some indication of the competition between ports for this cargo.
Table 3.2 traces the changes in the share of the automobile import trade over 30 US (and
two Canadian) ports. It isimmediately gpparent that there have been afew significant
new entriesin the last 20 years — ports such as Port Hueneme, San Diego and Brunswick
(Georgia). Equally, there have been afew sgnificant exits — ports such as Richmond
(Cdlifornia), Seettle and Houston. However many ports have displayed remarkable
dability — ports such as Portland, Tacoma, Long Beach, Los Angeles, Jacksonville,
Bdtimore® Boston, New Y ork and Wilmington (Delaware) have remained in the trade

and not seen mgjor changesin their market share.

3 The monthly statistics presented here show Baltimore's share of the automobile trade declining
dramatically from October 1990 to October 2000. The limits of the data account for this distorted picture —
the monthly statistics are subject to variation, and the import statistics do not reflect Baltimore'simpressive
export growth.
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Table 3.2: Share of Foreign Auto Importsby Port (Percent)

Port Oct 1980 Oct 1990 Oct 2000
New Westminster, BC - 1.8 0.6
Portland, OR 135 10.1 9.8

Sedttle 9.8 1.6 14

Tacomal 3.8 4.8 45

Vancouver, BC - 0.8 0.0
Vancouver, WA - 0.1 1.2
Alameda 0.7, - -

Benicial 6.8 59 22

Oakland 0.0 0.0 0.0

Richmond, CA 2.3 5.3 0.0

San Francisco 0.3 0.3 0.0

Long Beach 85 9.6 7.8

Los Angeles 5.6 8.8 6.6

Port Hueneme 0.1 3.3 6.5

San Diego - 0.6] 74

Galveston - 0.0 0.0

Houston 7.9 44 1.5

Mobile/New Orleans| 0.0 - 0.0
Brunswick, GA - 24 41
Charleston - 0.7 23
Jacksonville 11.2 113 12.6

Miami 0.0 0.0 0.0

Port Everglades - 0.0 0.0
Savannah - 0.0 0.0

West Palm Beach - 0.0 0.0
Tampa - - 0.2

Batimore 79 8.7 47|

Boston 2.3 12 39

New York 12.8 124 164
Norfolk/Newport News 0.2 0.8 0.1
Philadel phia 0.0 - 0.0
Portsmouth 20 0.1 -
Providence] 12 14 04
Wilmington, DE| 1.1 14 24
Other (2) 0.2 0.0 -

Honolulu - - 0.6

Puerto Rico 18 21 29

Total 100 100 100

Source: Authors analysis of PIERS Datafor October of each year.
Notes: (1) - indicates no vehicles; 0.0% indicates aless than 0.05% share.

(2) Other North-East Portsinclude Chester (PA), Chicago, and Albany.
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Thus, in generd terms, automobile shipments have not become concentrated in particular
ports to the same extent that containers have. Table 3.3 confirms this assertion for a
variety of concentration measures. While the number of portsinvolved in handling new
automobile imports has increased, the number of ports with large shares (more than 5%
or 10% shares) has decreased. Smilarly, the overdl share of the trade accounted for by
thetop 3, 5 or 10 portsin the trade has remained stable or perhaps even declined. At an
inter-port (read inter-regional) and sector-wide (read not firm-specific) level we thus
cannot discern much in the way of sgnificant change in the digtribution of this economic

activity.

Table 3.3 Concentration in Automaobile Importsin US Ports

[ Oct1980 Oct 1990  Oct 2000

Number of Ports
All Ports handling imports 25 32 32
Ports with 1% + share 16 18 18
Ports with 5% + share 9 8 7
Portswith 10% + share 3 3 2

Percent of Market

Share top 3 Ports 37.6% 33.8%0 38.7%
Share top 5 Ports 55.9% 52.2% 54.0%
Share top 10 Ports 87.9% 81.3% 80.3%

Source: Authors analysis of PIERS Datafor October of each year.

There have, however, been some important changes within and between the various "port
ranges that signa the more subtle change of mutual specidization. The concept of a port
range refersto agroup of ports that share a portion of the coastline and hence are in most
direct competition. The US coastline may be divided into the West and East/Gulf Coast

ranges, and into six finer ranges (the North West, northern and southern Cdifornia, the
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Gulf, and the south- and north-East). Shiftsin the shares of the various port ranges reflect
re-organization of the trade a a continenta or globa scale, rather than the inter-port

competition reflected in relative port shares.

Table 3.4 presents the share of automobile imports by origin and port range. The
following trends are apparent. Firdt, at the continentd leve, with faling surface
trangportation costs (USA 1997) there has been a shift towards land- bridging, with
imports from Asaincreasngly unlikely to go through East Coast ports, and imports from
Europe increasingly unlikely to go through West Coast ports. The West Coast share of
imports has declined dightly relative to East Coast, primarily because West Coast port
rationdization by European importers has proceeded further than that on the East Coast
by Asan importers. However, at least one European firm, Saab, has reversed this trend.
After consolidating dl itsimport operationsin Brunswick (GA) in 1992, it then began

importing through Port Hueneme in 2001 (Dunlgp 1992 and Lamb 2001).

Second, there have been important shifts within the shares on each coast. On the West
Coad,, the share of the Northern Cdiforniarange has declined dramaticaly, with only the
Port of Benicia handling some Asian importsin 2000. Furthermore, automobiles from
Europe to the West Coast became concentrated in Southern Cdiforniain the period 1980
to 1990. On the East Coast, the southeast range has gained share. In the 1980s this was
because some automobile imports from both Asia and Europe shifted from the northeast
to southeast — presumably reflecting the redistribution of population and spend- power

southwards. In the 1990s, the Gulf Ports virtualy ceased to be afactor in the automaobile
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trade, except for the import of V olkswagens assembled in Mexico and Europe through

the Port of Houston (see Table 3.1). Cars from Asiaare no longer imported through the

Gulf Ports, with firms such as Toyota and Honda distributing to these markets from

Southern Cdifornia ports.

Table 3.4 Share of Automobile Imports by Origin and Port Range (Per cent)

US Port Range Asian Assamblers European Assemblers All Assmblers
1980| 1990| 2000 1980 1990 2000 1980 1990 2000
West Coast 542 59.1] 60.8/ 33.3] 27.1] 25.2| 523 54.1f 49.6
North West 30.1 22.8 25.8 2.3 1.2 0.0 27.6 19.6 18.0
Northern Cdifornia 9.8 13.1 3.3 14.5 4.2 0.0 10.3 11.7 2.3
Southern Cdifornia 14.3 23.2 317 16.6 21.6 25.1] 145 22.8 29.3
East Coast 458/ 40.9] 39.2| 66.7] 7298 74.8] 47.7] 45.91 50.4
Gulf 7.9 3.6 - 9.0 7.9 4.2 8.0 4.5 15
Southeast 12.0 13.8 18.0 5.5 20.8 28.7 11.4 14.8 19.9
Northeast 25.8 23.5 21.2 5220 44.2 42.0 28.2 26.6 28.9
Continental US 100 100 100 100 100 100 100 100 100

Source: Author’sanalysis of PIERS Datafor October of each year.
Notes: - indicates no vehicles; 0.0% indicates aless than 0.05% share. Origin refersto the nationality of the
automobile assembler. 'All assemblers' includesimports by the US Big 3 (Ford, Chrysler, GM).

This re-organization of the distribution sysems by firms at a continentd (or inter-range)

level points to the importance of examining the differences in port usage of the specific

automohile firms. Despite the lack of concentration in port usage overdl, it is clear that

individua automobile firms have concentrated their operations to some degree, and it is

clear that manufacturers are tending to use fewer portsfor their large volume imports.

The fact that concentration by individud firmsis not associated with concentration
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overdl indicates that ports are specidizing in handling the automobiles of particular

firms. 4

Table 3.5 presents various measures of the change in the average number of ports per
Automobile Importer / Manufacturer. Automobile manufacturers are concentrating their
large import volumes in fewer ports’. Whereas in 1980, on average afirm would use
four-and-hdf (4.41) portsfor 1% or more of itsimports, by 2000 on average afirm would

only use three (3.18) portsto this extent.

Table 3.5 Ports per Automobile Manufacturer

Average number of ports per firm
handling... Oct 1980 Oct 1990 Oct 2000 Change 1980-2000 (1)
1+ vehides of thefirm 7.00 11.41 1141 +4.41**
100+ vehicles of thefirm 5.00 5.47 341 -1.59 (2
1%+ of firm imports 441 4.59 3.18 -1.24* (2)
5%+ of firm imports 3.29 3.24 2.88 -0.47

Source: Author’sanalysis of PIERS Datafor the month of October in each year. To control for entry and

exit, these figures are for an unchanging group of 34 US Ports, and 17 automobile importers.

Notes: (1) Paired sasmplest-test was used to determine statistical significance of changes from 1980 to
2000. **Sgnificant at the 99% level, * Significant at the 95% level.
(2) Change from 1990 to 2000 is significant at the 99% level.

It should be noted that within the generd trend, there are important variationsin

automobile firm grategy. Table 3.6 indicates various measures of the number of ports

used by sdlected automobile firms. All firms have increased the overal number of ports

used, and only some have reduced the number of ports used for alarge proportion of their

* A similar pattern of ports becoming associated with one or afew manufacturersis developing in Europe.
NilsLie, aWWL manager is quoted in the trade magazine, Automotive Logistics (2000a) thus;
“Bremerhaven isthe BMW and Mercedes port, while Zeebrugge is already used by numerous
manufacturers. Emden isthe export port for VW. Ford, meanwhileis using both Bremerhaven and
Zeebrugge.”
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imports. Furthermore, the rationalization process has been highly uneven. For example,
in 2000 only two ports handled 1% or more of Hondas imports, down from nine portsin
1980. In 1980, nine ports handled 1% or more of Toyotaimports, but this had only been
reduced thisto six by 2000. This sdlective and differentid process of port rationdization

isexplored in greater detail in subsegquent chapters.

Table 3.6 Port Usage for Selected Automabile Importers

VW / AUDI MERCEDES TOYOTA HONDA
Number of ports
handling... 1980 {1990|2000{1980| 1990 |2000|1980|1990| 2000 | 1980 (1990 2000
1+ vehidle 19 |20 | 7 |11 ] 10 | 15| 5 | 12| 16 9 (11| 20
1%+ of firm imports 3 9 5 9 5 3 9 9 6 9 7 2
5%+ of firm imports 3 6 | 4| 7 4 3 7 7 5 7 6 2
10%+ of firm imports| 3 3 4 5 3 3 4 4 4 4 4 2

Source: Author’s analysis of PIERS Datafor October of each year.

There are dso indications that some ports are pecidizing in handling the automobiles of
fewer firms, but there is nothing automatic or universa about this process. For example,
the Port of Long Beach handled 5% or more of the imports of 6 firmsin 1980, but by
2000 it handled 5% or more of the imports of only one firm, Toyota. In contrast, the Port
of New Y ork handled 5% of more of the imports of 9 firmsin 1980, and by 2000 this had
only declined to 8 firms. The fact that these ports are smilar in many other repects —

both are hub ports in mgor metropolitan areas - suggests that mutua specidizationisa

highly uneven process. An important policy question, therefore, isto understand what

® In order to control for entry, exit and mergers, these averages are calculated for agroup of 17 automobile

importers active and separately identifiable in the months of October 1980, 1990 and 2000.
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makes it possible for some ports to hold onto a diverse group of automobile importers,

while others cannot.®

Similarly, thereis no dear datistica evidence of ports specidizing in handling
automohiles of particular firms. The Herfindahl concentration index can be used to
measure the extent to which aport is speciaized in handling the automobiles of one or
just afew firms. If one firm accounts for al the automobile imports in a particular port,
then theindex vaueis one, and if dl firms account for an equd proportion of the

imports, then the index vaue is 0.059 (for the group of 17 automobile importers). While
the change was not satigticaly sgnificant (tested using a pair-wise paired sample t-test),
the average concentration index did rise over the entire period, especidly during the
1990s. On the other hand, an analysis of the specidization index per port with respect to
automobile firms yielded contradictory (ie Soecidization decreased) but also datidticaly

indgnificant results’

Altogether, these findings indicate that while the overdl leve of concentration in the
system has changed relatively little, firms are concentrating their high-volumeimportsin

fewer ports. Mutual specialization began in the 1980s, but intensfied in the 1990s— the

® The differences between the Ports of Long Beach and New Y ork are not explained by the fact that Long
Beach and its neighbor, the Port of Los Angeles may be regarded as forming one port complex. The Port of
Los Angeles handled 5% or more of the automobiles of five firmsin 1980, but by 2000 it handled 5% or
more of the imports of only two firms, namely Nissan and Mercedes. Thus the number of automobile
manufacturers routing 5% or more of their imports through both ports has declined from eleven to three,
whereasin New York it has only declined from nineto eight.

" Following Charlier (1988) | calculated an index of how specialized each port wasin 1980, 1990 and 2000
with respect to 14 automobile importers. The specialization index actually fell over the period, although the
change was not statistically significant according to a paired samplest-test. See Appendix A for method.
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decline in the number of large volume ports per manufacturer was satisticaly sgnificant

in the 1990s.

What makes mutua specidization so interesting from aregiond planning perspectiveis
that it suggests a convergence between specific ports and specific firms, rather than a
more genera convergence between regions and sectors. This evidence is consigtent with
the notion that ports and firms are becoming increasingly interpenetrated over time. A
more generd convergence would have implied that the more traditiond location factors
could provide a sufficient account of the economic geography of this activity. These
actor-blind factors, such as physicd infrastructure, external economies and network
connections, are precisely the same as those underpinning the approaches reviewed in the

previous chapter.

The aggregate anayses of the port-economy relationship reviewed in the previous
chapter miss the subtle but important variationsin firm and authority strategy that
underpin the process of mutua specidization. Furthermore, these approaches cannot
provide a clear account of the way in which infrastructure-related decisons are actudly
taken, as part and parcel of the wider process of the formation of aregiona economy.
Infrastructure projects do not smply drop out of the heavens — they are lobbied for,
planned, and anticipated by private as well as public agents. Hence we can only
understand the economic geography of such distribution activities through a firm- and

authority-specific andyss. To do this we have to re-examine our theoretical assumptions
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about the process of regiona development, and in particular the role of public authorities

in that process.

On Local Public Authorities

How are Port Authoritiesimplicated in the process of mutua specidization? Aswe sart
to condder the active role of Port Authorities in regiona development, we have to be
careful not to repesat the converse of the error identified in the previous chapter, which is
to separate the provison of infrastructure from its usage, in this instance by examining
only the providers. Thisisashortcoming in the exigting literature on ports as locd public
authorities. However, recent theorizing about the role of the state in development, and in
particular concepts such as embeddedness, governance and co-production that stress the

fluid nature of the public-private divide do provide an important remedy.

The exiding literature on the development role of ports asloca public authorities can be
characterized as attempting to relate the actions of the authority to one or more feature of
the forma governance system. Table 3.7 presents the variation in the forma ingtitutiona
structures of the 20 reference ports (Beniciais excluded because thisis a private port).
Note that thereis no obvious connection between governance structure and port class.
Nor should we expect there to be; despite the great vaue of focusing on formal
governance structure, reading development outcomes from structure aone condtitute
what Granovetter (1985) might cdl an over-determined approach. Three studies of port

authorities are emblematic of this approach.
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Port Authorities can be approached as a category of specia purpose government, in
contrast with generd- purpose government. Foster (1997) shows how specid governments
have become an increasingly popular form of government arrangement with a mixed
public-private character and substantial independence from other local governments.
These considerations have given rise to concerns about accountability and biases towards
certain kinds of expenditure by such authorities. Thisis essentidly the same view that
informed Wash's (1978) influentia study of public corporations, which included the Port

Authority of New York and New Jersey.

Walsh's writings concern the problems of accountability and policy bias associated with
public corporations. While public corporations may be endowed with considerable public
resources and be digible for public grants and subsidies, they generdly do not receive
direct tax revenues. This creates something of a democratic deficit, Snce public
corporations generally avoid direct political oversght. Instead, public corporations
generate revenue streams through user-charges, which are then used to repay long-term
bonds. Walsh argues that this use of bond finance influences al aspects of an Authority’s
activities and decisions, biasing spending towards capita-intensve, financidly secure
physicdl infrastructure spending.  This view suggests that we should understand Port
Authorities as revenue maximizers, with dl the imperiad implications of the term, subject

to consderable risk-aversion.

8 Rauch (1995) usesasimilar ideain aformal economic model to argue that “the professionalization of the
state bureaucracy lengthens the period that public decision-makers are willing to wait to realize the benefits
of expenditures, leading to allocation of agreater proportion of government resources to long-gestation-
period projects such asinfrastructure” (977).
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Wadsh swork has proved an invaluable contribution to our understanding of public
authorities, but the dependent variable isinfrastructure spending not regiond growth that
isthe central concern here. In other words, while this structura gpproach can tell us why
aPort Authority may have a preference for one kind of investment as opposed to another,
by itsdf it cannot tell us why one Authority is better able than another to make the right
investments and make them sooner than other authorities. Understanding why some
authorities are more able to provide infrastructure services in atimely fashion isthe

central focus of Boshken's (1988) study of containerization on the US West Coast.

Over the early years of containerization, three US West Coast ports fared much better
than their geographicaly closest rivads— Oakland versus San Francisco, Sesttle versus
Tacomaand Long Beach versus Los Angdles. Working in the organizationd theory
tradition of Simon (1961) and Thomson (1967), Boshken develops a series of hypotheses
that predict when apublic organization is more likely to engagein Strategic planning in
response to environmenta turbulence. He argues that strategic planning was one of the
decisve factors that distinguished the successful ports from their less successful

neighbors. This usefully focuses our attention on the factors thet differentiate public

authorities.

However there are some problems with the study, not the least being that Tacoma and

Los Angdes have both drawn level with (and some would say surpassed) their rivasin

recent years. Certainly Boshken's study needs to be understood in historical context. In
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the 1960s and 1970s, containerization was not yet associated with consolidetion in the
shipping industry, surface transport deregulation and the emergence of hub ports.
Speculative investments by port authorities are less common today, in part because the
investments are so large that ports are unlikely to build facilities without long-term

guarantees from shipping lines/ dliances or other users.

More fundamentdly, it seems that factors that are exclusively internd to the organization,
such as the strategic planning function are a necessary but not sufficient condition to
explain an organization’s success. If the ports environment was indeed as turbulent and
uncertain as Boshken suggests, and it surdly was, then presumably other actors such as
the shipping lines who were to make use of the new facilities aso faced these high levels
of uncertainty about which ports to use and which technology to deploy. The question
that then arisesis how isit that investments by the Port Authorities one were enough to
generate growth and increased market share? Either these public investments so
dramatically reduced costs that they crowded out al other options (which seems unlikely
given that thiswas rdaively new and hence presumably expensive technology), or there
was something else going on to assure areturn on these infrastructure investments. This

‘something’ concerns the nature of the relationship between the public and private actors.

Kagan (1990a) provides an dternative to looking at interna organizationa structure by
Stuating Port Authorities within awider condtitutional context. The central questionin
his comparison of containerization in the US, Chinaand Hong Kong is “how has

governmenta Structure, law, and policy in each of those countries affected its capacity
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for implementing efficiency-enhancing innovations in the intermodal trangportation of
goods?’ (171). Kagan's compartive approach provides a compelling account of how
differencesin naiond politica ingtitutions affect the ability of actors to adopt
transportation innovations in atimely fashion. The essence of his argument hinges around
the values of decisonmakers and how these trandate into politica choice, and therole

of more or less centralized governance structures in influencing these choices.

In the US, the decentrdized port system resulted in rapid experimentation in

containerizetion:
“by virtue of this decentrdized planning and financing system, intermoda port
facilities proliferated extraordinarily rapidly. Competing ports sought to make
their facilities more atractive to shippers and ocean carriers. They built large
container yards outside the old urban harbor. They worked to build better rail and
highway links to the docks. They further decentrdized infrastructure planning,
acceding to ocean carrier demands for dedicated single-user container terminds,
larger storage yards and on-dock rail facilities’ (Kagan 1990a: 181).

When combined with Wash and Boshken's indghts, Kagan's gpproach can explain why a

particular Port Authority may invest in a particular technology, and why that technology

may proliferate more rapidly in one system of ports than another. And while like the

others, Kagan cannot explain why a particular investment choice is more likely to be

'right’, his approach does provide va uable clues about where we should look.

Decentrdized public authorities are possibly more regponsive to industry needs than

those in more centralized contexts. In other words, the potential and actua relationships

between public and private sectors have entered the equation.
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Doig's (2001) history of the formation and first three decades of the Port of New Y ork
Authority hints a these dynamics. Doig takes from this agency’ s successes and failures,
various more general lessons about the role of public sector entrepreneurid leadershipin
the American politica context. He relates, for example, the times when agency officids
actively sought partners, dlies and constituencies to support the activities of the agency.®
He concludes “the relationship between any public agency and its surroundingsiis likely
to be interactive and dynamic. The chalenge for entrepreneuria leadersisto respond in
crestive ways to external demands, and on occasion to help create such ‘externa

demands so they can serve astools on behalf of the leader’s gods’ (366).

Such ardationa understanding of public sector performance has received a major boost
in the early 1990sin the work of Putnam (1993), Evans (1995), and others'®. Putnam's
work on regiona government in Italy accounts for economic and inditutiona
(governmentd) performance in terms of deeply embedded patterns of civic engagement,
or socid capital. Evans perspective explores the relationship between economy and
governmentd indtitutions more directly. He devel ops the concept of ‘ embedded

autonomy’ to denote a developmentd date that is Weberian inits inditutiond ethic and

® One of the most interesting examples of thisinteraction cited by Doig concerns the co-operation between
Port Executive Director Austin Tobin, the founder of Sealand and father of containerisation, Malcom

McL ean, and the Oakland and Rotterdam port authorities over early innovationsin containerisation.
However Doig also recognizes the importance of history and luck. He notes that one of the main reasons
Tobin waswilling to entertain McLean’ s proposal s was because the Port’ s earlier efforts to take over New
Y ork City’s piers had been rebuffed. Had the Port taken over these piers, it would have invested “millions
in modernizing that city’ sfinger piers, which afew yearslater would be of little use because of the
‘containership revolution’” (2001:354).

10 See also Tendler (1997), Evans (1996) and Ostrom (1996). Hall's (1986) Gover ning the economy is also

an important contribution to this literature, in the sense that it seeks to understand how institutions mediate
and shape the economic policy responses of the state. Hall's definition of institutions as "the formal rules,
compliance procedures and standard operating procedures that structure relations between individualsin
various units of the polity and economy" (19), shares much with the approach adopted here even if tending
toignoreinformal and non-economic institutions.
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organizational operation, but also degply connected to private sector interests. This

provides responsiveness and accountability, flexibility and certainty.

In their efforts to overcome the public- private divide, Putnam and Evans can be
respectively criticized for over-emphasizing and under-emphasizing the private sector.
For Putnam, regional growth performance is related to two stark outcomes in which
policy choiceis very limited; a virtuous cycle of increasing civic engagement and sdf-
reinforcing norms of generdized reciprocity, or avicious cycle of increasing distrust and
stagnation. Equdly, Evans may be criticized for ignoring non-dtete institutiona forms
that shape economic outcomes. For example, Doner’ s (1992) case studies of the Asan
auto industry show that collective action problems have been solved in a variety of ways.
These critiques point to the more fundamenta point that the andytical categories of
public and private lose much of their utility when we recognize that it isther interaction
that isimportant, not merely their separate existence (for more on this point, sse Amin

and Hausner 1997).

Thisdl suggests a very different kind of ingtitutional account, one that builds upon, and
gets beyond, consderations of forma organizationa and congtitutiond structure. The

following section outlines such an intitutional approach.*! The usage of aport by afirm

1 There are avariety of approachesto institutions (for arecent review, see Immergut (1998)). In this study

I have been strongly influenced by the approach of Giddens (1979) who highlights the role of human social
interactionsin creating and re-creating the structures that pattern human behavior. Institutions are
fundamental structuring elements that provide the basis for social action. Institutional effects are thus
viewed as cognitive, simultaneously enabling and constraining (Douglas 1986). I nstitutions provide
stability in the face of uncertainty and constitute the context for acquiring knowledge. This view of
institutions has been adopted by economic sociol ogists who stress the embedded and inter-personal nature
of human action (cf Granovetter 1985). Note that while very few of these authors explicitly address the
spatial dimensions of institutions, their arguments are not incompatible with notions of spatial
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depends, in part, on the ability of the firm to secure and sustain appropriate
indtitutionalized relationships with other port users, and service/ facility providers. | call
such aset of gppropriately inditutiondized relationships arelational fix. The nature of
thisfix, and quite how it is structured, dependsin part on the actions of the public port
authority. Only through thiskind of understanding of ports as institutions can we begin to

understand the dynamic role of ports in economic development.

Seeking a ‘relational fix’

The notion that firms (or capita) are dynamicaly, or congtantly, seeking to solve
problems inherent in making profits in geographic space draws on along tradition. In his
book The Limitsto Capital, David Harvey (1982) presents a dynamic approach to the
relationship between infrastructure and development of the capitaist economy. Time and
gpace are, for capitalists, two sdes of the same problem of increasing the speed of
circulation of capitd. Public infrastructure invesments, particularly transportation
improvements, provide one way of addressing this problem. In cutting transportetion
time, infrastructure alows capitaists to shrink space, thus widening markets and

alowing firms to exploit economies of scae.

The geography of capitaist production can thus be understood as aresult of the attempts
by capita to resolve this two-edged problem. Cepitdists seek a‘ spatia fix’ that alows

the ever-faster circulation of capita, and will support public policies that lead to the

differentiation. For example, Giddens (1984) recognizes that geographic spaces/scales (what he calls
regionalizations) are constituted through spatial differentiationsin ‘routinized social practices’ (for more
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annihilation of time and space. However, fixed infrastructure may itsdf be a source of
rigidity, since infrastructure needs to be used to recapture the cogts of providing it. In this
way, one solution to the time- space problem ssimply becomes the context for its new
form. The problem never goes away, and might be regarded as a source of an interna

contradiction within capitalism.

This undergtanding of the fixity of economic activity does not explain the variation in
automobile trade. Although some firms aretied to particular spaces, it is possible for an
automobile firm, under certain circumstances, to switch from one port to another on very
short notice.!? Indeed, the physical infrastructure requirements of the automobile trade
are rdaively modest. The channes for the shipsthat carry automobiles typicaly need be
no deeper than 35 feet. Intidal and river ports, floating berths may be required, but
otherwise lightly paved or even wooden piers suffice. There should be sufficient secure,
clean surge and storage space on the termina, and depending on the organization of the
digtribution system, other factors — such as landside connections, space for processing
and storage — may be more or less important. In comparison to other commodities,
especidly those carried in containers, the infrastructure requirements of the 'spatid fix'

are rdaively modest.

However, more recent work on the geography of capitalism suggests that firms may

become ‘fixed' for other reasons beside physica infrastructure. These ideas are

discussion, see Herod 2001).

12 For example, in contrast with other automobile importers, the Korean assembler Kiamaintains a
distribution system that allowed it to switch its main West Coast import port from aterminal operated by
DAS (aNissan Motor Corporation subsidiary) in the Port of Los Angeles, to the Amports operation at the
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developed usefully in Schoenberger’s (1997) book, The Cultural Crisis of the Firm.
Schoenberger is concerned to avoid the teleology of Harvey's earlier accounts and so
introduces two innovations. Firgt, she prefers the notion of time-gpace transformation to
Harvey's (1989) notion of time-space compression.*® Her formulation implies openness
to the possibility of multiple outcomes. For example, Schoenberger shows us that the
time problem may be resolved through a spatid fix, and vice versa. Through a
reconstruction of the work of economic historian Lazonick (1990), she shows us that the
British textile industry was able to resolve its ‘'downess' in production through its
colonia power, or in other words its dominance of space. Conversely, inventory
management systems in jugt-in-time production may be thought of as atempord fix to

the problem of spatidly dispersed production Sites.

Second, having established the possibility of avariety of solutions to the time-space
problem, Schoenberger then inserts the notion of competitive strategy. Firms are not
amply concerned with overcoming the problem of space and timein and of itsdlf, they
aso acting in rlation to other firmsin the market. If some firms are able to find new
ways of overcoming the space-time problem, this puts competitive pressures on other
firms to reorganize their management of time and space. Thisis precisdy what Japanese
and other developing country firms did to North American producers from the 1960s

onwards. Specificaly, Japanese firms were able to shorten the time taken to move from

Port of Beniciain the San Francisco Bay on short noticein 2001. This switch also entailed a change in the
stevedoring company that it used, and a reorganization of landside distribution.

13 A similar theoretical development can be traced in the work of Neil Smith. InUneven Devel opment,

Smith (1984) argues that the various spatial scales (cities, regions, nations, the global) represent the
various levels at which the tension between capitalist’ s desire for both mobility and fixity in capital is
resolved. In hislater work, Smith adopted a less mechanistic approach, recognizing the contested processes
whereby spatial scales are produced (see Herod 2001).
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product concept to market, through innovationsin the design process and in production.

We will return to the question of competition later in this discussion.

What istroubling in Schoenberger’ s argument is the way in which time and space are
given privileged status over other problems, in particular the problem of informetion, thet
firms face when trying to make a profit. When Schoenberger reviews various dternative
explanations for why firms may have been unable to respond appropriately to competitive
pressures, she uses a very narrow definition of information. One of the dternative
explanaionsfor corporaerigidity isthe posshbility of information failure (cf Smon

1961; Stinchcombe 1990). Schoenberger does not dismiss this account entirely, but
persuasively argues that firms — particularly the type of large corporations that found
adjusting so hard — invest considerable resources in information gethering and

processing. Thus despite evidence of ‘enough’ information, firms dill fall to adjust to

changing environments, something ese impedes their usng the information available.

While there is much to agree with in this critique of the information failure literature, it
seems that we need to take the definition of information further. * When information is
presented in grictly utilitarian terms — aresource of which one can have more or less of —
it seems reasonable to subsume it under the categories of time and space. So, for
example, firms can use better information on expected trangportation arriva times and
delays, better forecasts of seasona demand, boost demand with targeted advertising and

S0 on, to overcome the time-space problem. Indeed, it takes time to find out what
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comptitors are doing, and respond effectively. This verson of the information problem
might well be addressed through a patid fix — for example, one of the touted benefits of

propinquity is early warning of changesin the market.

However, this understanding of information seems too narrow; a broader understanding
indicates that overcoming the information problem itsdlf is a basis for afirm becoming
‘fixed'. The key to thisingght is the notion that information is not (merely) aresource or
commodity that oneindividua can hold, but is something that is shared through common
participation in ingtitutional structures™ At the most basic level, an automobile importer
can only know which infrastructure to demand, and a port planner can only know which
infrastructure to supply if they are able to effectively communicate with each other, and
thet effective communication cannot exist outside the context of some ingtitutionalized

relationship.

These inditutionaized relationships condtitute the ‘relationd fix’'. The term relational fix
conveys the hypothesis that economic actors seek an gppropriate set of ingitutionalized
relationships, specific to the parties involved, that alow ongoing investment in plant,
equipment, infrastructure and systemsin the face of uncertainty. The term ‘fix’ containsa

ussful ambiguity.

14| suspect that Schoenberger’ s notion of culture as reflexive identity — firms have to decide what to be, as
well aswhat to make - is compatible with my understanding of information (Schoenberger 1997; 83 and
119-123).

15 This conception of information is related to that of mutual or tacit knowledge (Polanyi 1966), or
"generically taken-for-granted 'knowledge' which actors assume others possess, if they are 'competent’
members of society, and which is drawn upon to sustain communication in interaction" (Giddens, cited in
Cassell 1993; 105). See aso Lambooy (2002).



The first meaning of the word ‘fix’ refersto the way in which particular sets of

rel ationships condtitute a solution to the problem uncertainty. However, given the actor-
specific nature of any relaionship, it would be incorrect to assume thet thereisan
optimal solution to agiven set of circumstances. In other words, the appropriateness of a
particular relationd fix is contingent upon which actors are party to it, and S0 it makes
little sense to speak of an optimal set of relationships separately from the actua
participants. In addition, there may be more than one equally viable solution for the same
sets of actors. Hence, the andlytical task is to understand the economic devel opment

consequences of particular sets of rdationships.

The second meaning of ‘fix’ refersto way in which the participants to a particular set of

rel ationships become mutualy interpenetrated over time. This may lead to commitments
that are hard to break and thus may congtitute a basis for path-dependency, but need not
necessarily do so. A related ideain regiond studiesisthe notion of ‘ stickiness', which
refersto the forces that hold economic activity in some places (cf Markusen 1996). Given
that relationships need to be congtantly (re)enacted to persist (cf Giddens 1979 and 1984),
they can, in principle and a some cogt, be broken by either party a any time. It isthus
incorrect to think of areationd fix as something gatic or permanent. Hence the

andytical task isto understand which sets of relationships are more easily built, changed

or broken than others.



I ngtitutions and Economic Geogr aphy

Thisinter-subjective understanding of the role of inditutions and information has
informed much of the recent work in regiond studies and economic geography, abeit
using different language. Indeed, understanding regiona economies as inditutional
ensembles has become very popular in recent years as away of explaining why, despite
the disperaing effects of globdization, economic activity continues to agglomerate and
why some regiona economies consstently perform better than others. In arecent review
of the new economic geography, Michael Storper (2000) traces the evolution of the
indtitutiona paradigm in economic geography since Piore and Sabel's (1984) seminal
study of what has become known as flexible specidization. Thisinitid work established
an empirical basisfor growth outside large corporations rooted in locd regulatory

systems.

Building on Piore and Sabd’ s work, the transactions costs (or Californian) approach,
provided the forma prediction that verticaly disintegrating firmswould custer spatidly

(cf Scott 1988). In other words, proximity would replace intra-firm hierarchiesas a
solution to the problems associated with transactions characterized by information
asymmetries (cf Williamson 1975). In generd terms however, the transactions cost
approach could not account for the lack of dense traded input-output relations in many
agglomerations (Storper 2000). In other words, it could not account for the fact that firms

without direct business contacts were clustering spatidly.
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The transactions cost approach aso does not offer much assistance in understanding why
maritime transportation and related economic activity clugtersin particular places.
Hierarchiesin both the automobile sector and the shipping industry have persisted, and
where they have declined, they have not given way to clustering so much as to complex
patterns of inter-firm relationships and aliances. Smilarly, one does not need

transactions costs to explain why some ports have become container hubs — economies of
scaein an increasingly concentrated industry (see Sack, McCdlaand Comtois 2002)

provide enough of an answer.

The dternative explanations for economic agglomeration reviewed by Storper (2000)
faced smilar problems. The ‘regiond palitics' explanation, which accounted for regiond
growth in terms of the success of coditionsin attracting externa resources, especidly
military gpending, could not account for the uneven success of these externd injections
(cf Markusen 1985 and 1987). The port andogy to this explanation might be the
importance of the rdative success of regiond and loca coditionsin securing dredging

and other federa resources (cf Gulick 1998). However, port infrastructure spending is no

guarantor of regiond growth.

Likewise, the ‘economy of organizations gpproach, which understands regiond growth
in terms of the intersection of networks of resources co-ordinated by firms, could not
account for the inability of firmsto free pecific portions of their operations from
particular locations (cf Dod, et d 1988). The port analogy to this explanation might be

the relative success of citiesin which the headquarters of shipping lines are located.
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However, as Campbdl| (1993) shows, maritime service firms did not follow the cargo out
of San Francisco to Oakland, even though Oakland hosted the headquarters of leadersin

the container revolution such as the American Presdent Line.

Wha was missing in al these accounts was an understanding of importance of
uncertainty, and the role of non-trade relationships in promoting the learning required to
overcome that uncertainty. Information — understood here as a common understanding or
mutua knowledge that forms the basis of action — isthe 'product’ of thiskind of learning.
Hence, subsequent theorizing in regiona development has placed more emphasis on the
process of learning, specificaly how learning is supported through face-to-face

relationships (see Storper 1997; Amin 1999).

Storper (1997) views the regiona economy as a cluster of gpecific conventions and
relaions that define the action capacities of agents. Some conventions have become
placeless - for example, sandard operating procedures written down in the production
manuas of large firms - but others are place-specific and cannot be captured by one firm
or group, or by another region. The latter conventions, what he cdls ‘ untraded
interdependencies’, allow some regiona economies to be more successful than others.
Amin (1999) argues that in the successful, learning regions, the actors are reflexive,
continually learning new, or improving old, production processes and technologies. This
atention to learning is closaly related to the view that innovation is centra to the process
of regiona development. These views follow in the tradition of Marshal (1892),

Schumpeter (1950), Perroux (1950) and Hirschmann (1958), distinguishable from the
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neo-classical and trade-based theories of regiona growth that underpin the approaches

reviewed in the previous chapter.

In both Storper and Amin’s accounts, relationships are important because of uncertainty
and changesin supply, demand and technology. The vaue of particular inditutiondized
rel ationships becomes apparent when we consider the difficulties of investing in new
technologies under conditions of uncertainty. As agents consider investment decisons
and the adoption of technologica changes, they try to baance uncertainties, guided by
their relationships with others (Storper 2000; see dso Storper and Walker 1989; and

Sabel and Zeitlin 1997).

Frm A (or Public Authority A) is more likely to invest in anew technology if it can be
sure that Firm B will support it in some co-operative way — through providing
complementary products (supply), by purchasing its products (demand), or through
enhancing the network effects of the new technology. Where does Firm/Authority A’s
information about the likely actions of Firm B come from? Not aone from price signals,
asimplied by the concepts of urbanization and locaization economies. Thisis especidly
the case when we are dedling with new or emerging markets, or with infrastructure where
externdities are likdly to lead to inaccurate price sgnds. Such information aso cannot be
found in a consultant’ s report — this information is not a commodity thet can be known,
let done peddied, by athird party. Rether, the information referred to here comes from

the indtitutionalized relationships that link Firm/Authority A and Firm B. These might be
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contractua obligations defined and enforced in law, dthough in an uncertain

environment a persond relationship of trust is likely to have equa or greater sdience '

Certainly these ideas have resonance in the automobile digtribution context, which is
characterized by congderable uncertainty. The sources of these uncertainties are
discussed in greater detail in Chapter 7, but in summary we can say that the decision to
assemble automobiles away from market depends upon the co-operation of arange of
actors respongble for safe and efficient transportation. Co-operation from these actors
can only be secured through a set of indtitutionaized relationships. For example, co-
operation between shipping lines and automobile firms ingtigated by nationd industrid
policy was central to the export expansion of Asian automobile assemblers (see Chapter 4

for more on this point).

Port users need to be concerned both with relationships of co-operation, aswel aswith
ones that involve competition since both are sources of uncertainty. Competition is
perhaps even more important than in other contexts because ports, and indeed other
public provided infrastructure, are rival goods supplied and used in common. In other
words, they are multi-user facilities” When aberth is occupied another ship cannot call
there, and when atermind is used for handling one type of commodity it may not be
avallable for handling another. When containerization prompts a changein termind

configurations and landside connections, some users may be advantaged at the expense of

18 |ndeed, in legal theory a contract is regarded as “ameeting of minds’, implying that a relationship of
trust is a pre-condition for amore formal relationship.
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others. Hence, securing some certainty in competitive access to infrastructure services —
knowing thet they will be available when needed and even when things change — also

depends on an appropriate set of ingtitutionaized relationships.

Mutual Specialization, Local Public Authorities and the Relational Fix

In summary then, my perspective departs from the work of Harvey (1982 and 1989), and
to alesser extent from Schoenberger (1997), in the sensethat | argue that the problems of
time and gpace are no more sgnificant than the problem of information. A spatid or
tempora fix aone cannot adequatdly address the problem of uncertainty, and so firms
require asat of gppropriady inditutionaized relationships in order to overcome the
uncertainties associated with making economic decisions. | have argued that these
uncertainties are essentidly informationa in origin — they are about knowing that co-
operating actors will continue to co-operate, and that competing actors will not be able to
monopolize scarce resources. | refer to these indtitutionalized relationships as a ‘relationa

fix' in order to highlight the fact that they have the potentid to bind actors together.

How does the notion of ardationd fix help us account for the observed pattern of mutua
specidization? If firms seek and find a set of appropriatdy inditutionaized relationships,
we would expect to see the parties to a particular rdationd fix becoming increasngly

interpenetrated over time. Hence this firm-and authority- specific process is selective may

Y This use of the term ‘ multi-user facility’ isinformed by an emerging literature on ‘ multi-employer
environments' in which activities have to be co-ordinated for people not sharing a common employment
relationship, see Cooke, Earnshaw and Rubery (2002).



condgtitute a basis for path- dependency - it has a higtory, it involves some actors and not
others, and has a spatid dimension. Thisisnot to deny that such relationships of learning
may transcend spatia confines (see Gertler, 2001). This perspective is consstent with the
datistica evidence of mutud specidization, whereby automobile importers have
concentrated their imports in fewer ports and some ports have become speciaized in

handling larger proportions of the imports of fewer automobile firms.

Having established the theoreticd case for the rdlationd fix, severd empirica and policy
guestions remain. What do the various rdationd fixes ook like? I's there much variaion?
For port and regiona economic development planners, given the selectivity of the
relationd fix, isit possible to accommodate more than one firm or business modd ? What
are the consequences of different relationa fixes, and can we identify and creste ‘ better’
ones? In the following chapter | trace the processes and actors involved in handling
automobile imports a US ports. | show that there are a variety of possible relationships
that firms may erter into in order to successfully import automobiles. In the subsequent
chapters | show how and why these relationa fixes vary from port to port and from firm

to firm, and | trace their consequences for the distribution of economic activity.
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Chapter 4

Processes and intermediary actorsin the handling of automaobile imports

Introduction

If automobile manufacturers had to dedl only with Port Authorities to successfully handle
vehicle imports, then the arguments about the importance of appropriatey
ingtitutiondized relationships contained in the previous chapter would lose some of their
sdience. Asit turns out, there are severd intermediary actorsinvolved in the trade, actors
over which neither port authorities nor importers can exercise complete control. Some

rel ationships with these intermediary actors may, from the perspective of an individua

port authority or firm, be regarded as given or as exogenous. For example, labor regimes
in various ports are the product of histories of conflict and collective bargaining between
longshoremen and employers, while the relationships between Japanese automobile
manufacturers and shipping lines are the result of nationd industria policy and the

Keretsu system of business organization.

Questions thus arise about these actors. In particular, what are the rel ationships between
these intermediary actors, port authorities and firms? How have these reationships
changed over time? In this chapter | discuss the range of actors besides automaobile
manufacturers and port authorities that are involved in handling automobile imports, and

| show why it is necessary to ask what are perhaps awfully detailed questions about a
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process that is on the face of it, apparently rather smple! There are four mgjor steps
involved in moving finished automobiles through a port — ocean carriage, discharge,
processing and landside distribution. These steps or processes, and the actors involved,

are summarized in Table 4.1.2

In an andysis of inter-organizationd interactionsin a“typica breakbulk berth of the

early 1960s, and ... amodern container termina community”, Martin and Thomas (2001,
279) argue that the previoudy fragmented system has been replaced by more cooperation
at the operationa leve, dthough not necessarily by longer-term contractua

commitments. In the case of the automobile trade, there isin fact congderably more
variation in which actors are involved and how they relate to one another, than this
assertion might suggest. Inwhat follows | discuss esch of the four steps through which an
automobile passes, emphasizing the variation in actorsinvolved in the trade and in thelr

relationships with each other.

These variations reflect differencesin the srategies of firms, and the ingtitutiona
structures associated with ports, and they have consegquences for the distribution and
nature of economic activity. The fact that others, besides the two main parties, are
implicated in arelationd fix is part of what givesit aspatialy digtinctive character. Each

relationd fix is condituted with different intermediary actors, each with different

! Indeed, I recall being asked by one such intermediary actor, alongshoreman: “What' s the big deal? The
ship comesin, we drive the cars off to the first point of rest, we go home. What else is there to talk about or
study?”

2 The datain this chapter was collected from atelephone survey of 21 port authorities, interviews with
individualsin arange of firms and agencies, review of secondary material, and the PIERS database (See
Appendix B for more detail).
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higtories, cultures and organizationa boundaries. When these different actors combine or

more correctly when they ingtitutionalize relationships with each other they cregte

distinctive spaces. This notion of regions and localities ariging through the ditinctive

intersection of various actors echoes Storper’ s (1997) notion of ‘ possible worlds of

action’ that arise a the intersection of particular technologies, organizations and

territories.

Table 4.1 Moving automobiles through US Ports: Processes and Actors

PROCESS ACTORS

Ocean carriage by K-Line Mitsui-OSK, NYK, Hyundai Merchant Marine

geamship line (HMM), Wallenius-Wilhedmsen Lines (WWL), Hoegh-
Ugland Autoliners (HUAL); Nissan, Toyotaand VW lines

Discharge (Loading) at Marine Terminas Corporation, Stevedoring Services of

port by longshoremen America, Metropalitan, P& O, Ceres, Universd, Pasha. PMA

hired by stevedoring and ILWU (West Coast); various Steamship Trade

firm Associationsand ILA (East Coast)

Processing and Storage Toyota Motor Sdes, Digtribution Auto Services (Nissan),

by vehicle processng Mercedes VPCs; Pasha, Autowarehousing, FAPS, Amports,

firms (includes customs Premier Auto, Transworld Diversfied Services, FAS; Pacific

clearance, cleaning,
accessorization, quality
control, customization)

/ Atlantic Vehicle Processors (WWL), Autoport (HUAL)

Land-sdedigtribution
by railroad or trucking
company

Burlington Northern Sante Fe (BNSF), Union Pecific (UP),
CSX Corporation (CSX), Norfolk-Southern (NS); Allied
Automotive Group, Auto Elite Transport, Auto Port, Auction
Trangport, Centurion Auto Transport, Commercia Carriers,
DMT Trucking, Fleet Car Carriers, Jack Key Auto
Trangport, Leasaway, Legion Transport, Sunbelt Auto
Carriers, Tri-Star, Waggoner; Toyota Motor Sales trucking

Source: Author’ sresearch.
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Ocean carriage

Thefirg step in the digtribution chain of automaobile imports is ocean carriage. Today
shipments of new automobiles are carried in speciaized vessels operated by a handful of
Asian and European steamship lines. Automobile firms rel ate to the owners and operators
of these vessalsin avariety of ways, with important consequences for the nature of the
relationship between firms and ports. Degper involvement by automobile importersin
ocean carriage arrangements presents them with possibilities for direct and durable

rel ationships with port authorities. Conversdly, automobile firms may belessinvolved in
port choice and other logistics decisions when they use the regularly scheduled services

of ashipping line.

There are four gpproaches to ocean carriage, representing different levels of involvement
by the automobile importer, and hence different relationships between the automobile
importer and the owners and operators of shipping lines (see Table 4.2). The four
possihilities are (1) ‘house lines' where the automobile importer operates its own line, (2)
‘cargo guarantee arrangements, where the automobile importer and the shipping line are
involved in some long term agreement, (3) ‘liner’ services where the shipping line
provides aregular scheduled service, and (4) a‘tramp’ service chartered on a short-term

bass for a specific shipment.
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Table 4.2 Actorsin Ocean Carriage

CATEGORIES MAJOR FIRMS

Cargo guarantee K-Line Mitsui-OSK, NYK, HMM

Liner WWL, HUAL T
Houseline Nissan, Toyotaand VW

Tramp Smadl lines, generdly operaing chartered vessdls

Source; Author’ s research.

These possihilities reflect the historicd development and indudtrid organization of the
shipping industry. In genera terms, European importers have tended to use house lines or
liner services, while Japanese importers have used house lines or consgnment guarantee
arrangements. New market entrants, for example, some of the Korean importers, and
those importing batches of automobiles infrequently or experiencing ademand spike, use

tramp services.

My purpose here is not to explain this system fully, but smply to establish the variety of
options available to anindividud automobile importer and highlight the implications of
this portion of the business for the nature of the rel ationships between automobile
importers and port authorities. | start with some background on the structure and
evolution of the car carrier industry, and then turn to the relationships and their

implications.

Today the ocean carriage of automobiles into the US is dominated by just five carriers,
namely the Korean Hyundai Merchant Marine (HMM), the Japanese *big three’ of K-
Line, NYK and Mitsui-OSK (MOL ), and the Norwegian- Svedish Wadlenius-Wilhedmsen

Line (WWL) (see Table 4.3 for the share of automobile imports by steamship line).
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Together these lines account for four-fifths of dl new automobile imports to the US. In
generd Asian carriers dominate in the Asan trade, and European carriers in the European
trade, dthough some of the Japanese lines have entered the European trade. There are no

US lines significantly active in the new automobile import trade®

Table 4.3 Share of Automobile Importsby Major Lineand Origin (percent of total
imports)

Asian European| All Assemblers

Assemblers (2)) Assemblers (2) 2

1980 1990 2000 1980 1990 2000 1980 1990 2000

Adsan Hyundai Merchant Marine (3) -l 7.8 24.3 - -1 0.0 -l 6. 17.1

Lines K-Line 18.1 254 19.6 124 -l 0.0 17.6 21.6 138

Maritime Tokyo 16 45 55 - - -1 15 39 39

Nissan Motor Car Carriers 1.8 10.71 5.4 2.7 - -1 19 91 40

NYK Line 26.1] 179 224 2.8 -l 6.8 24.1 152 19.0

MOL (Mitsui OSK Line) (4) 28.2 19.8 16.6 -l 11 7.0 257 17.0 13.6

Toyofuji (Toyota) Line -1 39 20 - - - -l 34 1.4

European |Atlantic Container Line - - -1 2990 01 014 26 00 00

Lines Hoegh Ugland Auto Liners (3) | 2.2 -1 03 106 21.3 03 30 29 0.2

VAG (VW) Transport - - - - 12.1] 21.0 -| 2.4 8.7

Widlenius-WilhemlsenLine(5) | 2.4 6.6 22 28.7 63.0 624 4.7 144 165

All other lines 196 34 14 137 25 23 191 34 18

Total 100 100 100 100 100 100/ 100 100 100
Source: Author’sanalysis of PIERS data for October of each year.

Notes:

(2) - indicates no vehicles; 0.0% indicates aless than 0.05% share.

(2) Originrefersto the nationality of the automobile assembler. 'All assemblers' includesimports of US Big
3.

(3) Shipment classified by shipping line, not by ship owner. Many shipowners, especialy Hyundai and
HUAL in the automobile shipment trade, |ease vessels to other lines.

(4) Includes automobile shipments of Japan Lines, part of MOL since 1964 but operated separately until
1988.

(5) Includes automobile shipments of Wallenius Lines and Wilhelmsen Lines before their merger in 1999,
and the shipments of NOSAC (Norwegian Specialist Auto Carriers) acquired by Wilhelmsen in 1996.

8 Many of the lines that transport cargo between ports on the US mainland, Alaska, Puerto Rico, Hawaii
and variousisland territories have car carrier capacities, including Crowley, Matson, The Jore Group,
American Roll-on Roll-off Carrier, Central Gulf Lines, Maybank, Overseas Shipping Group, Sea Star Line,
Pasha, Totem Ocean Trailer Express, Trailer Bridge and Waterman Steamship Line. These vessels are used
for privately owned vehicles or secondary distribution of new vehicles. As cabotage carriers, they are
protected from international competition by the Jones Act. For more on USflag carriers see
www.marad.dot.gov.
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In the last twenty years, an dready highly concentrated industry has become extremely
concentrated, and will become even more so when the third largest carrier of US-bound
automobile imports, WWL, proceeds with its plans to purchase HMM's car carrier
divison, currently the second largest carrier of US-bound automobile imports (Business
Times 2002). Thistrend isindicated in various concentration measures presented in
Table 4.4.* For example, the share of the top five and ten lines has risen across dl trade

routes.

Table 4.4 Concentration in the Automobile Carrier trade

Asian European| All Assemblers
Assemblers Assemblers

1980 1990] 2000] 1980 1990 2000] 1980 1990] 2000

Number of Lines

Totd Linesin Trade 270 25 23 200 20 371 34 55 62

Lines carrying 100+ vehicles 23 16 10 10 6 8 25 21 16

Lineswith 1%+ market share| 13 9 9 10 5 5 14 10 9

Market Share (percent)
Sharetop 5 lines 78.9 81. 88.7 86.4 98. 98.3 73.7] 77.4 80.0
Share top 10 lines 89.5 985 99.9 99.7 99.8 99. 87.9 96.5 98.9

Source: Authors analysis of PIERS Datafor October of each year. Origin refersto the nationality of the
automobile assembler. 'All assemblers includes imports of USBig 3.

Evolution of Car Carriers

The ocean carriage of automobiles has undergone a series of developments that are
related to the process of containerization. Before there were containers, cars were carried

in the holds of generd cargo ships, generdly on the upper deck because they are

* Theincrease in the number of lines carrying one or more vehicles shown in Table 4.3 reflects the growth
of small loads carried within containers. These are mostly Privately Owned Vehicles (known as POV's) and
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relaively light (see Kendall and Buckley 1973(2001)). They would be lifted out of the
hold using a crane, in much the same way as palets of boxes or netted bags. Automobiles
were hence ‘lift-on lift-off’” cargo, handled much the same way as just about every other

piece of cargo.

During the period immediately following World War Two, there were some
developments in the technology used to handle cars carried in genera cargo vessdls. At
firdt, cars were lifted in nets. Later came an X-shaped device that attached to the whedls
of the vehicle. Thiswas findly replaced by ameta cage. Although each successive
innovation was an improvement, gpparently damage rates remained very high. The
handling of automobiles was as labor intensve as the handling of other commodities

before containerization.

During the initid phase of containerization, especidly in the late 1950s, it appeared that
the shipment of automobiles and containers might be entirely compatible.® Thismay
seem strange to us now, but it should be remembered that the first containership — the
Galveston that was operated between Newark and Houston by Seal_and Services from

1956 — was actudly an ail-tanker converted into aroll-on/roll-off vessal (Chilcote 1988;

are handled separately from the manufacturer-arranged loads under discussion here.

® Very few automobiles are carried in containers today because of the problem of wasted space. Various
firms have attempted to market technologies for stacking up to six automobilesin a container. These
technologies are marketed under names such as Autostack, Cartainer, Car-Rac, AutoRailer and the Vehicle
Transport Module (Hensel 2000) and Trailer Bridge (AJOT 2002c). The consensus among my respondents
was that these technol ogies were unlikely to secure significant market share beyond the transportation of
Privately Owned V ehicles and trades between the US mainland and island territories. Container steamship
lines are thus unlikely to secure significant market share in the automobile trade.
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Hayut 1981). ® Containers were initidly trailers driven onto specialy rigged decks; in
principle these decks could just have easily carried automobiles.” However, by the late
1960s, containers had lost their whedls. Cellular containerships— in other words, those

loaded by cranes as opposed to being loaded in aro-ro fashion — became the norm.

Today, most cars and other self-propelled vehicles are transported in what are often
described as floating garages, formally known as Pure Car Carriers (PCCs) and Pure
Car/Truck Carriers (PCTCs).2 One of thefirst ships built specifically for carrying
vehicles was the American-designed and built Comet. This ship, built in 1958, featured a
gtern ramp and interior ramps between decks (Kendall and Buckley 1973(2001)).
However, from the early 1960s onwards, innovation in the shipment of self-propelled
vehicles has been vested in ardatively smal number of Japanese, Korean and
Scandinavian shipping lines. Design differences between Asan and European carriers
have become more important as recent automobile mode offerings have become more

diverse and as vehicles have become larger.

6 It should not surprise us that the commercial application of containers for carrying cargo was first
undertaken between two US ports. Metal boxes (known as the Conex boxes) were reportedly first used by
the US military in World War Two (Chilcote 1988: 126) but the container revolution was only
commercialized with Malcomb McL ean’ strailer-container system. This was possible because the US ports
are linked to a common surface transport system, with similar road and handling rules. Furthermore, the
apparently risky experiments of the much-vaunted first-mover, were afforded some protection from
competition by cabotage laws (known in the US as the Jones Act). The Jones Act ensures that only US
shipping lines may carry shipments between US ports. Of course, an institutional account of the
commercial adoption of containersis beyond the scope of this study.

" Indeed, on some short-distance trades (such as between the United Kingdom and Europe), automobiles
are carried on ro-ro vesselswhich also carry containers on trailers (Branch 1988).

8 Some new vehicles, especially heavy trucks and other rolling stock, are carried in ‘ con-ro’ vessels. These
ships have holds for ro-ro cargo and carry containers above deck. These ships generally only do well in
niche trades requiring a mixture of cargo modes (for example, ‘project’ cargoes that combine rolling and
containerized elements). The most significant operator of con-ro vesselsin the new automobiletradeisthe
Atlantic Container Line that serves ports on the US east and European north-west coasts.
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The first Japanese car carriers were designed to optimize the trangportation of small
passenger cars. These vessdls, termed PCCs, were built through the 1980s but are now
being phased out. They have become obsolete with SUV's and mini-vans, and they also
cannot take agricultural and congtruction equipment. For these reasons they are regarded

asinflexible

The European vessdls have followed a dightly different trgjectory. European car carriers
evolved from ferries designed to carry more diverse loads in the Bdltic, and hence were
from the start, more like the current PCTCs. European vessels have interna ramps set
againg the bulkhead of the vessd that run straight down the vessel as opposed to the
circular ramp configuretion in the center of the vessd found on PCCs. This differenceis
important when the turning circle of an automobile istoo greet to dlow safeturningin
the center of the ship. Apparently this dramatically increases the time to load / discharge,
and increases the chances of vehicle damage. Another traditiond difference between
European and Japanese vessdalsis deck height, which has become more important as
automobiles have gotten bigger. Findly, the location and strength of the loading ramp
aso differs. In genera, automobiles would be driven onto the first generation of Japanese
PCCs on aloading ramp located a mid-ship. These ramps were generdly designed for
lighter cars. This configuration aso requires greater wharf length than arear ramp — this
may be important when berthing space is severely congtrained. Rear ramps, Smilar to

those used on car ferries, are generally stronger than those located a mid-ships.
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The modern PCTC has a stern ramp with a capacity of up to 200 tons, a maximum load
height of up to 20 feet, and even hoistable decks — decks consist of large plates that can
be hydraulicdly raised or lowered to accommodate vehicles of varying heights. The
differences between the Japanese and European car carriers have diminished in recent
years with the congtruction of PCTCs by Japanese lines, and scrapping of PCCs (Dupin
20014). However, the higtorical differences between PCCs and PCTCs point to deeper
differences between the Asan and European steamship linesin terms of indudtrid

organization, inter-firm relaions and technology.

Cargo Guarantee Arrangements

The development of car carriers by Japanese shipping lines needs to be understood in
terms of their formalized relationships with avariety of Japanese exporters, including the
various automobile assemblers® The three biggest Japanese shipping groups each
maintain acar carrier divison, and their current corporate structures can be traced to the
re-organization of the industry in the 1960s. For example, the Japanese ocean carrier, K-
Line wasfirst established in 1919 as Kawasaki Kisen Kaisha Ltd, and merged with lino
Kisen to form K-Linein 1964. The merger was part of the conscious export-promation

strategy of Prime Minister Ikeda's (1960-64) administration. *°

° While the shipping line, Mitsui-OSK claimsthat it built the first Japanese specialized car carrier in 1965,
itsrival K-Line claimsthat it built the first Japanese PCC — named Toyota Maru No. 10 - in 1970 (MOL

2001; K-Line 2000). K-Line'sfirst car carrier vessel, the combination bulk and car carrier, the Toyota

Maru No. 1 was built in 1968. The largest Japanese ocean carrier, NYK Line, also maintains alarge fleet of
car carriers. It makes little difference which was first; the important point isthat in both cases this was done
with the active involvement of the automobile manufacturers through the mechanisms afforded by the
national industrial policy and the Keiretsu system of business organization (Gerlach 1989).

10 K-Line's own corporate history is quite clear on this point, noting that in response to the post-Suez
overbuilding crisis, “the government responded by revising its sweeping shipbuilding promotion policy and
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The three large Japanese shipping lines dl have Keiretsu-type relationships, involving
cross-shareholding, with automobile manufacturers (Gerlach 1989). Gerlach places
Toyotaand Mitsui-OSK in the Mitsui Keiretsu, dthough the Mitsui-OSK line does not
carry many vehicles for the company. Toyota s relationship with K-Line (which Gerlach
placesin the Dai-Ichi Kangyo Keiretsu) is much closer — alogigtics planner for another
automobile importer described them as being “married to each other”. This gppearsto
have something to do with Keretsu-type relaionships— 5 of Toyota s 10 largest
shareholding companies are dso top ten shareholdersin K-Line (Sakura Bank, Nippon
Life Insurance Co, Mitsubishi Trust and Banking Corp, Long-term Credit Bank of Japan

and Sumitomo Marine and Fire Insurance Company) (Toyota 2000c and K-Line 2000).

These rdationships have afforded the automobile manufacturers privileged access to
ocean carriers. For example, Toyota s officid corporate history notes that in the 1960s

thefirm

“held a series of negotiations with shipping companies to reduce ocean freight
charges. Those negotiations were successful in bringing about substantialy lower
shipping rates. Also, on the condition that TMS would provide a freight

guarantee, it had specid car carriers built, thus greatly reducing shipping cods. In
November 1968, the Toyota Maru No. 1 was launched. By 1972, atotd of 20 car
carriers had been launched” (Toyota 1988; 240).

passing two new |laws as radical measures to strengthen the industry. Thefirst law was the Provision
Measures Law Concerning Reorganization of Shipping Lines, which promoted consolidation of the
industry. The second was a partial amendment to the Interest Subsidy Law. The government then
proceeded to consolidate Japanese shipping linesinto six groups. This consolidation of the shipping
industry aimed to focus and strengthen the shipping business in support of trade, enhance the industry’s
international competitiveness and aggressively expand tonnage” (K-Line 2000).
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These freight guarantees — known as CGV (Cargo Guarantee Vessel) arrangements — are
epecidly common on the trans-Pacific trades. A CGV arrangement involves the carrier
making avessd available on aregular and exclusive basis for a particular automobile
assembler. Approximately 60% of Toyota' s shipmentswith K-Lineand NYK are
guaranteed in thisway. Similar arrangements exist between other Japanese carriers and
automobile importers. For example, Hondalis traditiondly closest to Mitsui OSK, but

dividesits business between al three big Japanese carriers (Cullen 20014a).

Although the precise nature of the arrangements are proprietary information, the

rel ationships between automobile manufacturers and lines gppear to be very amilar inthe
Korean case; approximately 70% of the revenue of Hyundai Merchant Maring' s car
carier divison comes from Hyundai Motors and Kia (Business Times 2002). However,
without the integrated ownership structures found in Asia, such consggnmernt guarantee

arrangements are less common in the case of European importers.

It should be emphasized that these forma consignment guarantee arrangements are
supported by a series of less forma mechanisms of joint decison-making. For example,
automobile manufacturers consult shipping lines cosdy when planning their logistics
systems. Commented one manager with K-Line; “ sometimes you can go through two or
three scenarios with amanufacturer — initialy they’ re open to avariety of scenarios— and
then they dtart to redlizing that ... its going to be to their advantage to be in a pecific

location and then they’ll come out with a more specific request for bids’.
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House Lines

Despite these close rdationships with mgor shipping lines, the largest Japanese
automobile manufacturers, Nissan and Toyota, have adso become directly involved in
ocean carriage (see Table 4.5). For example, in 1964, Toyota formed its own shipping
company, Toyofuji Kaiun Kaisha, and in 1967 it built a storage yard and pier at the port
of Nagoya for exports. In the mid-1980s, the system was updated and improved, with a
new wharf center at Tobishimacompleted in 1985 (Toyota 1988, 317). While Toyofui
initily only operated between Japanese ports, it does now have 4 ships on cross-pacific
routes, of which its newest, the New Century 1, isavessd that can carry up to 6,000

vehides!!

When explaining the reationship between Toyota and Toyofuji, a representative of
Toyofuji suggested that theirs be regarded as a 100% cargo guarantee arrangement, just a
higher percentage guarantee than is the case in Toyota s relationships with other shipping
lines. The point is that the difference between a house line and a cargo guarantee
arrangement is amatter of degree; in both cases, these are close, deep and enduring

relationships.

M Toyotajointly founded and owns Toyofuiji with the Japanese transportation corporation, Fujitrans.
Fujitrans specializes in Japanese inter-coastal and inland transportation, although it has expanded
operations globally (see Fujitrans 2002). In Long Beach, Fujitransis ships agent for Great American Lines,
aNew Jersey-based foreign flag of convenience carrier with two vessels specializing in two-way trade of
refrigerated goods and automobiles (see GAL 2002). Since its establishment in 1978, Great American
Lines has maintained a close relationship with Toyota, its mgjor client. However, it isnot correct to regard
this as another Toyota house line.
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Table4.5 Carriersfor manufacturerswith houselines

VW /AUDI TOYQOTA NISSAN

1980| 1990| 2000| 1980| 1990| 2000| 1980| 1990| 2000

Asian Hyunda Merchant Marine (2) - - - -l 20 - - -
Lines K-Line 46.7 - -| 3420 445 431 2.9 -
Maritime Tokyo - - - - - - - - -

Nissan Motor Car Carriers - - - - - -| 5.9| 84.3| 42.7

NYK Line - -| 21.20 47.9 34.§ 455 - -

Mitsui OSK Line (3) - -1 0.3 03 0.0 0.0 557 54.6

Toyofuji (Toyota) Line - - - -(14.1] 6.8 - -

European |Atlantic Container Line -1 0.0 0.0 - - - - -
Lines Hoegh Ugland Auto Liners (2) | 31.§ 29.5 0.0 -l 0.0 -l 74 19
VAG (VW) Transport -| 67.1) 77.5 -l 0.0 - - -
Walenius-WilhemlsenLine(4) | 0.0 0.1 0.1 -1 0.2 0.0 - 0.0

All other lines 217 33 08 17.7 44 4.7 281 7. 0.8
Tota 1000 100, 100, 100, 100, 100, 100, 100, 100

Source: Author’sanalysis of PIERS datafor October of each year.
Notes:

(2) - indicates no vehicles; 0.0% indicates aless than 0.05% share.

(2) Shipment classified by shipping line, not by ship owner. Many shipowners, especially Hyundai and

HUAL in the automobile shipment trade, |ease vessels to other lines.

(3) Includes automobile shipments of Japan Lines, part of MOL since 1964 but operated separately until

1988.
(4) Includes automobile shipments of Wallenius Lines before merger with Wilhelmsen in 1999 and
shipments of NOSA C (Norwegian Specialist Auto Carriers) acquired by Wilhelmsenin 1996.

Volkswagen is the only European automobile importer to operate its own ‘houseling .
VW Transgport carries gpproximately three-quarters of the firm's US-bound imports but
does not own any ships (see Table 4.5). Rather, it charters them from various firms for
use on specific routes. Thistype of involvement provides Volkswagen with many of the
information benefits enjoyed by the Japanese automobile importers. Rudolf Luttman,
VWT Manager of Group Traffic and Transportation Vehicles, notes that “as a ship
charterer, we know what it cogtsto run aship in terms of cand dues, lighthouse dues and
such things’. He dso noted that this knowledge proved useful in negotiating reduced

container freight rates (Cullen 2001b).
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Liner Services

Most automobile imports from Europe are carried by steamship lines that have
higtoricaly not shared the same close relationships with automobile manufacturers as the
Asgan lines. Furthermore, unlike the Japanese carriers which are active in most shipping
markets (i.e. containers, dry and liquid bulk, etc), the largest European car carrier lines
are specidized in car carrying. In generd, liner services limit the opportunities for direct

and close relationships between automobile importers and port authorities.

The Norwegian Hoegh-Ugland Auto Line (HUAL) provides many of the ships chartered
by VW Transport and is an important ro-ro carrier in its own right on Europe- Asia routes
(ITJ 2001). However, currently the dominant line in the trans- Atlantic new automobile
trade is the Walenius-Wilhelmsen Line (WWL). This line accounts for over three-fifths

of dl trans-Atlantic new car imports to the US, and for the vehicles of dmogt all

importers besides Volkswagen (see Table 4.3). WWL was formed by the merger in 1999
of Wallenius Lines of Stockholm and Wilhelmsen Lines of Odo. It advertisesitsdf asthe
largest ro-ro and auto logistics company in the world, with afleet of 80 vessds, vehicle
processing operations in US and Ausdtraia, and trucking in Europe. Prior to this,
Wilhelmsen had acquired (in 1995) the car carrier line Norwegian Specidized Auto
Carriers (NOSAC), and its purchase of Hyundai Merchant Maring' s car carrier divison

will expand its reach into the trans- Pacific trade (Business Times 2002).
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A shipping line such as WWL offers any interested automobile importer aregularly
scheduled service. Thisis known as aliner service. There are of course relationships and
contracts of varying duration and intendity here too, but without the certainties provided
by the type of inditutionaized relationships that characterize house lines and

consgnment guarantee arrangements, WWL has been very activein trying to secure
cargo through other means. WWL’ s current strategy to reduce these uncertainties, as well

asincrease its market share, conssts of three dements.

Fird, the line has attempted to take over an ever-greater portion of an automobile

importers logistics operation. A WWL port manager described the strategy as follows:
“Our core strategy isto be the front line contact for dl the top manufacturers of
automobiles, ro-ro and other moving equipment, globdly ... we want to position
ourselves to be able to handle the most comprehensive form of logistics
management they want to throw at us .... from soup to nuts, factory to degler we
want to be in that podition to handleit ... (1)f Toyota or somebody else comes to
us and says we want to manage this piece of it and you manage that piece, we'll
say okay, we want to be in aposition to do that aswell. If for whatever reason

other partners need to be involved, we' re opert minded to work with other
partners, but our core strategy is to be front-line contact with the manufacturers’.

An important component of this door-to-door logistics package in the automobile sector
has been WWL'’ s involvement in automobile processing. WWL has established

subsidiary automobile processing firms—in 1992, Pacific Vehicle Processorsin the Port
of Port Hueneme (CA) and in 1998, Atlantic VVehicle Processorsin the Port of Brunswick
(GA) (see the subsequent section for more on processing). WWL's decision to expand its

involvement beyond ocean transport has attracted considerable interest and attention in

the business press (see Linn 2000; Buxbaum 2000; Dupin 2001).
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The second grategy, closdly linked to the first, is one in which WWL istrying to develop
ahub and spoke system for automobile imports. This lies behind WWL' s recent long-
term commitment to the Port of Batimore (see Chapter 6) and is apparently dso agod in
Europe (see Automotivel ogistics 2000a) and Centrd America (see AJOT 2002a). This
involves concentrating the automaobile imports of severd firmsinto one port. For

example, Volvo recently relocated its operation from Jacksonville to Brunswick at
WWL’s request in order to reduce their visits to the SE Atlantic Coast by one call.*?

WWL was dready bringing Land Rover and Jaguar into this port (Sharkey 2001).

Third, WWL may be attempting to secure deeper relationships with the various
automobile assemblers. Although it has not yet entered into any smilar forma
arrangementsin the US, in 2001 WWL purchased a 20% stake in the consortium that
acquired Renault’ s trangport and logistics company, Compagnie diAffeEtement et de

Transport (AJOT 2001).

All of these drategies decrease the likelihood that automobile importers will sustain

direct and close relationships with port authoritiesif they make use of liner services.
Findly, ocean carriage by atramp vessd arrangement may entail avery high leved of
involvement by the automobile importer — something smilar to the chartering
arrangements described in the case of Volkswagen — or avery low leve of involvement —

where athird party logigtics provider arranges a shipment on behaf of the importer. In

12 This move was made easier for Volvo by virtue of the fact that its processor, Amports, is present in both
ports (AJOT 2002b).
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the former ingtance, the automobile importer is responsible for port choice and other

logistics decisons, and may thus have direct dealings with the port authority.

Summary: ocean carriage

In summary, there are avariety of ways in which automobile importers and ocean carriers
relate to each other. These represent something of a continuum from the integration and
quasi-integration of the house line and cargo guarantee arrangement, to the arms-length
liner transactions. These sets of arrangements between the automobile importer and

seamship line have important implications for the nature of the relaiond fix in aport.

The key differences of interest here concern the extent to which automobile firms are
involved in choosing which ports are visited, arranging loads, schedules and other
operations. House line, cargo guarantee arrangements and some tramp shipments provide
the automobile importer with more direct relationships with port authorities. For

example, Toyota plays aleading role in deciding which ports are visited, and when, by
the ships of Toyofuji and its cargo guarantee lines. This draws Toyotainto relaionships

with avariety of other actors, including stevedoring firms, port authorities and others.

In contrast, an automobile importer such as Mercedes uses the liner services from WWL,
and to alesser extent NYK and MOL. Although Mercedes USA does have a
representative at each discharge operation to ensure that the off-loading is done properly,

they are not directly involved in shipping decisons. Hence, the same possibilities for
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direct communication between port authorities and automobile importers enjoyed by

Toyota and Volkswagen are not present under these arrangements.

Dischar ge, Stevedores and L ongshoremen

Discharging automobiles from PCCs and PCTCsis ardatively smple process with
minor infrastructure requirements. A berth with little tidal variation, alightly paved
termind, and surge space to park the vehicles suffice. Rather, the centra challenge for an
automobile importer isto ensure that vehicles are discharged expeditiousy and without
damage. The smallest scratch on a new vehicle can cost severd thousand dollarsin

repairs and delays.

The physica task of off-loading cars from a ship involves two discrete steps — unlashing,
and then driving the car from the ship to the point of rest of the termind. There are
opportunities for damage to the vehicle a both stages. Cars are lashed to the deck of the
vessel and dthough the straps used are generaly standardized across the various
manufacturers, each vehicle model hasits own lashing points. Today’ s straps are fastened
with meta buckles, and so there are ample opportunities for scratching vehicles during
unlashing. Cars are then driven off the ship — here too there are opportunities for damage
such as windows being left open in the rain, smoking, spillages of coffee, and any sort of

colligon.
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How does an automobile importer go about guarding againgt an unacceptable leve of
damage in discharge operations? In their ided world, automobile firms would probably
like to have exclusive access to pools of workers with appropriate commodity- and firm+
spedific ills'® they can draw on when needed to discharge automobiles. However, an
individua automobile importer is not able to achieve such a‘desired” mix of skillsand
flexibility in port labor unilaterdly. Rather, to discharge aload, an automobile importer,
working through the ocean carrier, hires the services of astevedoring firm, which in turn

employs the longshoremen who actudly do the work.

The hiring of longshoremen is the defining feature of a stevedoring firm, dthough in

some ports, stevedores are also terminal operators™*. Stevedoring firms generally contract
with shipping lines for approximately ayear a& atime, dthough their relationships may

last for severd years. The ship’s agent (or port cagptain of the shipping line) works closdy
with arepresentative of the stevedoring firm to manage the discharge and loading. Asin
other parts of the shipping industry, in recent years stevedoring firms have consolidated

into asmaller number of nationa and internationd firms (Sack et a 2002).

13 | am using the conventional distinction between job- and firm-specific skillsin a specific way. By
commaodity-specific skills | mean the skillsto handle a particular commodity, such as crane operating,
driving left-hand drive automobiles, and so on. By firm-specific skills| am referring both the practices and
systems of the direct employer (the stevedoring firm), as well as the particular handling requirements of the
various automobile manufacturers. For example, lashing points on vehicles vary by manufacturer and
model, as do instructions such as how to start engines, where to place the keys after discharge, and so on.
14 At the San Diego automobile import terminal, the terminal operator and vehicle processor, Pasha, is also
the stevedore. Multi-national stevedoring firms such as Stevedoring Services of America (SSA) also act as
terminal operatorsin some ports, while multi-national terminal operators such as P& O Ports also act as
stevedores (P& O Ports, an Australian firm purchased the US terminal operator and stevedoring firm,
International Terminal Operating Co. in 1999). Indeed the line between stevedores and terminal operators
is becoming increasingly blurred (Slack, et al 2002; Martin and Thomas 2001). | am however not aware of
any cases Where automobile manufacturers, which do sometimes act asterminal operators, have also
directly taken on the role of stevedoring.
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Stevedoring firms are party to coast-wide collectively bargained systems of hiring,

training, pensions and so on that govern labor relaions on the waterfront. On the US East
and Gulf Coadts, the Internationd Longshoreman’s Association (ILA) and the various

local shipping associations (eg, the Steamship Trade Association of Batimore), and on

the West Coadt, the International Warehouse and Longshoreman’s Union (ILWU) and the
Pacific Maritime Association (PMA) are the parties to these labor agreements (see Table
4.6). Both systems provide pools of trained workers who are allocated among multiple

employers through a dispatch hal.

Table 4.6 Actorsin Automaobile Discharge

CATEGORIES MAJOR FIRMS/ UNIONS

Stevedoring firms Marine Terminas Corporation, Stevedoring Services of
America, Metropolitan, P& O, Ceres, Universal, Pasha

Employers Pecific Maritime Association (West Coast);

Organizations various Steamship Trade Associations (East/Gulf Coast)

Longshoremen's Unions ILWU (West Coast); ILA (East/Gulf Coast)

Source; Authorsresearch.

From the perspective of an individua importer, this co-operative sysem isaso a
competitive one. The various importers are in competition with each other over training
priorities, and other aspects of the work process. For example, automobile importers are
in competition with importers of other commodities about commodity- specific training
and handling kills. Thisisin addition to the dud-edged nature of the co-operation and
competition between workers and employers. The point is that automobile importers are
not able to establish, a will, the port [abor system they would prefer; rather thisisaso an

arena of variation, uncertainty and change.
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The purpose of the remainder of this section is show how individua automobile

importers have gone about indtitutionaizing a set of relationships that alow them to
successfully secure *acceptable’ port labor over time, and to understand the consequences
of one such st of relationships as opposed to another. Of particular interest are those
ingtances where the Port Authority has become actively involved in port labor matters.
The god is however not to explain or even fully describe the port labor market. It isaso
not to explain what role labor cogts differentias may play in explaining why afirm uses
one port as opposed to another. Thisis not to imply that labor cost differentias do not

exig, or to deny that they may be important.

Although the actud process of discharging vehicles does not vary much from place to
place, automobile manufacturers use different Strategies to secure the same outcomein
different ports. In order to understand how automobile importers have gone about
securing skilled labor for discharge operations, we need to understand the interaction
between two key aspects of the port labor system. Firs, the relationships between the two
main actors involved here, namely stevedoring firms and longshoremen, are defined by a
system of collective bargaining that is different on the US east and west coasts. Second,
these coadtal 1abor regimes combine with various local labor market factors, particularly
the level of containerization, to generate differences from port to port. These two factors
combine to provide distinctive regiona outcomes in terms of the training system, gang
and wage gructure, shifts and other work rules, which in turn influence the nature of the

relationd fix from port to port.
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East vs West Coasts

In generd terms, longshoremen and employers on both coasts have traded off higher
wages for fewer jobsin the second half of the 20" Century, aresult of the technological
and organizational changes associated with containerization.™ Most of the literature on
US port labor has sought to understand the relative success of longshoremen’ s unions,
especidly on the West Coadt, in securing high wages and benefits in the face of reduced
overdl employment, congderable technologica change and deregulation (cf Wellman
(1995), Tdley (2001), Herod (2001), Irchaand Garey (1992), Finlay (1988) and Kagan
(1990)). However, there are important differences in the labor relations systems on the

US east and west coasts. 1°

In generd terms, the more decentralized ILA (east/guif coast) has secured fewer benefits
for its members that the ILWU (west coast). The ILA has aso faced competition from
Teamsters and non+union labor, especidly in southern right-to-work states (Talley 2001).
Woages, and hours of work, are higher for ILWU as opposed to ILA members ($27.18 vs
$25 per hour as the basic pay rate on January 1%, 2001). In the 1996 contract, ILA
membersfinaly lost a minimum annua guaranteed income (Wooton 1996), something

that ILWU members till receivel’

15 According to County Business Patterns data, the number of people employed throughout the USin the
Terminal Operations and Cargo Handling sub-sector declined from about 90,000 in 1980 tojust over

50,000 in 1998. Most of this decline occurred in the 1980s.

18 The following section draws heavily on the most recent labor contracts (STA-ILA 1996 and ILWU-PMA
1999), aswell asinterviews with union members and employers’ representatives.

Y The ILA secured the Guaranteed Annual Income on a port-by-port basis in successive bargaining rounds
in the 1960s (Herod 2001). The Mechanization and Modernization Agreement of 1960 between the ILWU
and PMA established annual pay guarantees on the US West Coast. The current “Pay Guarantee Plan”
(PGP), established in 1972, created a coast-wide fund that guarantees each longshoreman with minimum
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On the east and gulf coasts (from Maine to Houston), there is a coast-wide Master
Contract that governs wages for handling containers and ro-ro cargo. However, in each
port, there are also loca contracts that create the possibility for variations in the wages
for handling other commodities. Automobiles are not included in the ro-ro category, and
0 in principle, automobile discharges could be paid differently, athough in Batimore,
automobile handling is paid at the same rate as containers/ ro-ro. Handling of breakbulk

and some bulk cargoesis generdly paid below the container / ro-ro rate.

The Master Contract also specifies starting times, vacation and holiday pay, and other
generd contract provisons. However, local contracts dlow non-wage concessions for
specific customers or cargoes. For example, in 21986 concession, ILA Loca 333in
Bdtimore permitted ‘ one-time handling’ of automobiles (JOC 1987). To understand this
concession we need to understand the work rules and conventions governing gang
structure on the east coast.*® In Baltimore, gangs of 15 or more workers (excluding
supervisors and mechanics) are the basic work unit and act as the repository of skills.
Three members of the gang are top- men; when discharging containers they are the crane
operators. On car carrier vessdls, the top-men give directions. The remainder of the gang

are generd longshore workers who perform al tasks, which means they unlash vehicles

weekly pay. In recent years, PGP payments have been insignificant in Californian as compared to Pacific
Northwest ports. California ports account for approximately seven-tenths of active longshoremen and only
one-tenth of PGP payments (see PMA 2002).

18 Gang structures vary up and down the east coast — what is known in the industry as ‘ past port practice’ .
For this reason | have focused this discussion on Baltimore. By way of comparison, in New Y ork for
exampl e, lashing teams are not included within the gang structure. After the lashers have done their work,
deep-sea longshoremen’ s gangs drive carsto first point of rest, and unlike Baltimore, there are no drivers
outside these gangs. ILA warehousemen then pick up the vehicle at that point and do the processing work.
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and drive them off the ship. On any discharge, a tevedore may add additiona genera
longshoremen to the gang. However, additiona drivers employed during automobile

discharges are not members of gangsin Batimore.

The 1986 concession established that drivers could go on to the vessels. Previoudy only
gang members would take cars off ship and then the driver would take the car to the first
point of rest. Now both gang members and drivers go onto the vessd. The automobile
processors and importers wanted this * one-time handling’ rule change since it increased
productivity and reduced the potentid for damage by eiminating the handover point.
Similar concessions have been made for shipping lines committing to the port for along
time. For example, Batimore longshoremen agreed to additiona starting timesin the
unsuccessful Maersk bid, and then extended the same concessions when WWL recently

sggned along-term contract with the port (see Chapter 6).

Gangs on the east coast are semi-permanent and so act as arepository of commodity- and
firm gpecific skills. Every stevedoring firm in Batimore has a number of “house gangs’.
The members of these gangs are digible to work for any employer, but receive

preference when work is dlocated to their *home employer. Some of the house gangs
specidize in handling particular commodities and so house gangs become a point of
competition between the various stevedoring firms. For example, of the 14 house gangs
with P& O Portsin Bdtimore, 3 are specidized in handling ro-ro cargoes. These gangs

are supported by 75 house drivers who are given preference in the alocation of

Thisisthe only port where longshoremen do the processing work; outside New Y ork thiswork
traditionally falls under the jurisdiction of the Teamsters Union.
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automobile discharges. In contrast, the Maersk (ocean carrier conglomerate) termina
operating and stevedoring subsidiary, Universal, has no car gangs and so hasno

advantage in bidding for contracts to handle ro-ro cargo. In other words, on the east coast,
an automobile importer can secure skills by choosing and working closgly with a

particular sevedoring firm.

The absence of such asystem of house gangs on the US west coast presents a different
chdlenge. On the west coast, gangs are condtituted from 14 different skill-goecific (ie
crane, winch, etc) discharge boards at the hiring hdl. The stevedore thus has very little
control over which longshoremen work on a specific automobile discharge job, snce
automobile drivers and lashers are taken from the genera board. Hence an automobile
importer potentidly starts each day with a completely new set of workers, with no way of

retaining commodity- or firm-specific sills.

One option for retaining firm-gpecific skills, especidly of foremen and clerica
longshoremen, on the west coadt is the system of * steady-men’, which essentidly implies
afull-time, permanent employee. This system began informaly, but became a source of
competition between employers when some stevedoring firms began offering individua
longshoremen higher rates of pay or more than 40 hours work per week as away of
avoiding the more anonymous alocation mechanism of the digpatch hal. The 1996
contract included provisions to formalize the system and avoid these problems (see
Kagan 1990; ILWU-PMA 1999; Tadley 2001). Mogt stevedoring firms handling

automobile discharges do have afew steady clerks so that they don't have to request
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workers from the hall for small orders, irregular tasks, and so on.*® However, this does

not address the issue of commodity- and firm-specific skills amongst the wider group of

longshoremen.

The abundance of cargo handling work in the Ports of Long Beach and Los Angeles
means that automobile discharges (apart from the lashing jobs discussed below) are less
likely to get the most experienced workers. Automobile discharge jobs are regarded as
arduous work, but are paid the basic or lowest wage rate ($27.18, as opposed to $31.72
for more skilled jobs such as operating cranes at January 1%, 2001). Since jobs are
alocated in the hiring hall on the basis of seniority, long-time and presumably more

skilled longshoremen have preference in getting the higher paid and less arduous jobs.
Instead, a significant proportion of the automobile discharge work is done by

unregistered longshoremen known as 'casuals.?® This further reduces the incentives to

provide commaodity-oecific training.

A combination of forma work rules and informa normsin the Los Angdles/ Long
Beach region have resulted in specidization among automobile lashers, thus dlowing
some degree of commodity-specific skill accumulation in this portion of the work.

Although the workers doing this work are alocated through the genera workers dispatch

19|t should al'so be noted that in all ports, there areinformal and irregularly used mechanisms to ensure that
particular individuals are employed under exceptional circumstances. For example, | was introduced to the
longshoreman who is entrusted to discharge the Boeing Helicopters occasionally handled in the Port of
Baltimore.

20 Newly admitted longshoreman undergo basic training, but remain in the casual pool for several years

until admitted as registered members by ajoint management-labor committee (see Talley 2001). Casuals

earn the same wages as registered longshoremen, although they receive reduced pay guarantees of only 4
hours. In 2001, 29.6% of wages paid for automobile discharges were paid to casuals (PMA 2002) anditis
likely that this proportion was considerably higher in the busier ports such as L ong Beach and Los Angeles.
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board, lashers in these ports are generdly the same group of senior longshoremen.
Unlashing is physicaly demanding work, involving diding around the deck on ones
knees unfastening the straps that hold the vehicles to the deck of the ship. However, a
load of vehicles can be unlashed in ameatter of a couple of hours. Lashers thus work very
hard for the first couple of hoursin the day, and for thisthey receive afull day’s wages.

Then they are able to go back to the hall to get another job ticket, or do something else.

To understand why working thisway is So attractive to this particular group of workers,
we need to understand the system of ‘shorties' in west coast ports. In terms of the ILWU-
PMA (1999) contract, if ashift is ordered then workers are paid for the full shift
regardless of whether the work takes lesstime, dthough if they do no work at dl (for
example, because the ship is delayed or if the weather istoo bad), then they are paid for
four hours:?! On the east coast, the guarantees are less generous and so longshoremen are
generdly only paid for hours actually worked.?? Hence the concept of a‘shorti€’ on the
west coast and the resultant accumulation of commodity-specific skills by automobile

lashers.

These work rules raise some difficult contracting issues for sevedoring firms. With a
fixed or flat rate per vehicle discharged (gpparently the norm), aship delay may result in

the stevedore ordering a gang and not having discharge work for them. Furthermore,

21 There are three shift starting times on the west coast; the first shift of 8 hours starts at 8am and is paid at
the basic wage rate, the second shift of 8 hours starts at 6pm and is paid at 1.333333 times the basic rate,
and the third shift of 5 hours starts at 2:30/3am and is paid at 1.6 times the basic rate. Unregistered
longshoremen (known as casuals) have a4 hour guarantee.

22 The Master Contract does provide for aminimum guaranteed number of hours paid depending on the
start time of a shift. Even if the discharge is completed sooner, an ILA member is guaranteed 4 hrs pay if
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ILWU foremen and business agents actively enforce established work speeds (cf
Welman 1995; Finlay 1988). According to both stevedores and longshoremen
respondents, if there are more automobiles than can be safely and comfortably discharged
within a shift, longshoremen will 'go dow'. The stevedore then has to order another gang,
or risk missing a sailing, something both carriers and shippers seek to avoid at just about

dl cods.

The differences between east and west coasts result in very different gpproachesto
securing expeditious, damage-free discharges. The decentraized structure of collective
bargaining on the east coast alows for port-wide?> commodity- specific training, while the
gang sructure alows some commodity and firmspecific skill accumulation.

Furthermore, the involvement by public port authoritiesin labor matters on the east coast
isfacilitated by the fact that many ports, epecidly those in the south, are 'operating’
ports. On the west coast, such options do not exist. Rather, here the differences between
the large container ports and other ports are more important. Automobile importers thus
have chosen one of two options. In the largest container ports they have developed a
series of shift-specific?* training mechanisms, or they have moved automobile operations

outsde the container ports.

they start at 8am or 1pm, 5 hrsif they startat 7pm or 7am, and 8 hrsif they start at 12am. Foremen have an
8hr guarantee on al shifts.

23 By port-wide training | mean training of longshoremen in a given port undertaken collectively by the port
authority or agroup of employers. Initial formal training of longshoremen in the USis port-wide,

undertaken by the employer’ s association. Hence, when | use the term here | am referring specifically to
training in handling automobiles, unless otherwise specified.

24 By shift-specific training | mean training at the start of each shift not undertaken collectively by the port
authority or agroup of employers. This may include briefings, the use of information boards and |eaflets.
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The differences between the east and west coasts, and the container and non-container
ports have important conseguences for the nature of the relationships between automobile
importers and port authorities. The remainder of this section contrasts port-widetraining
on the east coast with shift-specific training on the west coadt, and highlights the

consequences of each for the relationships between the various actors.

Port-widetraining

Case sudy materid on the Port of Baltimore illustrates the nature of the port-wide
approach to training.?® The public authority responsible for the Port of Bdtimoreis
exceptiond in its commitment to the automobile trade, and has initiated and sustained a
program to reduce damage in handling automobiles?®. This program, known as the Q-
Chat has informed various collective actions to train longshoremen in commodity-
specific skills, and has strongly influenced the generd training of longshoremen in the

port.

In November 2000 the Baltimore Steamship Trade Association conducted initid training

for the recent intake of gpproximately 140 new longshoremen. This new group represents

25 Without having conducted full comparative research on other east coast ports, | cannot be certain to what
extent the training systems described here are specific to Baltimore. However, | am able to make the more
general claim about the [abor regime on the east coast, which is that such port-wide approaches to training
are facilitated by the decentralized bargaining structures of the ILA. Apart from local concessions, local
employer’ s associations are able to secure central funds for training that is tailored to local circumstances,
and provide thistraining exclusively for local longshoremen. Furthermore, a port-wide automobile training
process that was very similar to Baltimore swasiinitiated in the Port of New Y ork. The Auto Quality
Program was initiated in 1990 when automobile importers complained to the Port Authority of New Y ork
about damage to automobile imports. The Port Authority convened a meeting of the main actors, and with
the support of the New Y ork Shipping Association (the local employer’s association), over 6000 members
of deepsealocal weretrained in handling left and right-hand drive vehicles.
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avery sgnificant development, since there are currently only approximately 800
longshoremen in Baltimore, and the lagt such intake was in 1978. Unlike the training of
longshoremen in Long Beach / Los Angeles, the two-day Bdtimore training included
explicit components on automobile handling drawing heavily on training materids

prepared by the car carrier divison of K-Line.

Most of the trainees had dready started working, and most were related to existing
longshoremen. They were well aware of the issue of port competition, a point reinforced
congtantly during the training. For example, amanager from the loca Toyota processing
facility attended the training and made a presentation. He began by asking, “how do we
keep jobsin the Port of Batimore?’ His answer was that only the longshoremen could

make the difference — “how well you do the job, how efficiently”.

Trainees were constantly made aware that they would be monitored while working on
automobile discharges. In addressing the issue of vehicle damage, the Toyota manager
sad that the company’ s policy was not to blame the individua responsible for the
damage, but to find out what caused the damage and correct that. He asked the
longshoremen to inform managers when they caused damage. Furthermore, at the time of
the training, Toyota Motor Sdes (TMS) head office was evauating whether to keep the
Bdtimore operation open. The local manager told the trainees a story about a
longshoreman having dlegedly cursed him in front of some vigitors from the TMS head
office. “You never know who's company” he told the trainees by way of |etting them

know that they shouldn’t misbehave because visitors from the corporate head office

28 For more on Baltimore' s automobile focus and the Q-Chat, see Chapter 5.
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might be watching. These were the people who would decide whether the Batimore

operation would stay open.

In other words, in addition to port-wide training for commodity- specific skills, this
automobile importer was aso able to promote salf-monitoring behavior amongst the
trainees. With sufficiently high levels of trust, such monitoring could be used to improve
overal work performance without resulting in workplace conflict. Without trug, it could
be ressted or be used to victimize particular workers. In the case of Batimore today,
there gppears to be sufficient trust, and certainly the local Toyota managers had as much

desire to keep the Baltimore operation open asloca longshoremen.

On the east coadt, thus, the labor relations system crestes possibilities for port-wide
commodity-specific training and accumulation of firm-specific skills. Autonobile
importers have opportunities to participate in the training of longshoremen. Under the
best circumstances this draws them into relationships with loca unions and the
employers organization, stevedoring firms and the port authority, athough thismay dso
imply more opportunities for worker control. Furthermore, port-wide training has
particular benefits for smaler users of port labor, since they are able to capture the

benefits of commodity- specific training from a shared labor pool.%’

27 Another example of port-wide commodity-specific training closely related to the automobile trade and
involving the port authority isthe Baltimore annual ro-ro rodeo. Since 1993, the Baltimore Steamship
Trade Association and Maryland Port Authority have held four such events where manufacturers display
recent models of heavy trucks, harvesters and earthmoving equipment, and demonstrate how to handle
them properly (see Brown 2000).
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Shift-specific training

On the west coadt, automobile importers do not have smilar opportunities to enter into
such reationships to secure firm- and commodity- pecific skills. How have automobile
importers dedlt with these differences? With coast-wide collective bargaining, portson
the west coast do not differ according to labor costs, and there are only minor differences
in port-wide training. Rather, automobile importers employ different Srategies according
to the extent of containerization in each port. In the container hub ports some automobile
importers have devel oped shift- specific training methods, while others have shifted their
operations to ports where containers do not dominate port training and employment

practices.

When asked why there was no specific training for handling automobiles on the West

Coadt, an officia of the employers organization (the PMA) answered as follows:
“The Pacific Maritime Association collects money from our member companies
for dues and assessments, and for that we provide a number of services of which
training is one, but in the training arena, we only provide training on equipment
and/or cargo handling that is done by a predominant number of our members. For
indance, in Southern Cdifornia the emphasisis clearly on containers ... it’s pretty
much aways been thisway.”

Given the number of hours devoted to handling containersin the Ports of Long Beach

and Los Angeles, thisis hardly surprising or unreasonable. Table 4.7 contains

information on the total number of hours worked per port, as well as an estimate of the

percentage of hours devoted to handling automobiles. In the Ports of Long Beach and Los

Angeles (both drawing on the same ILWU locds and hiring hdls), automobiles have
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never accounted for more than 16% of the work hours, and in recent years this has fdlen

to just over 5%.

However, in the ports where automobiles form alarger proportion of the work hours,
there is some port-wide commodity- specific training. For example, in San Diego and Port
Hueneme, automobiles account for between one half and three-quarters of dl hours
worked (see Table 4.7). Hence, a PMA training officia noted that “in San Diego, autos
are more predominant ... our genera safety training in San Diego includes a segment on
auto handling ... the same is true in Port Hueneme ...". Combined with the particular mix
of work, this port-wide training provides some of the commodity-specific skill

accumulation that automobile importers enjoy in Batimore?®

In the absence of port-wide commodity-specific training, austomobile importersin the
west coast hub container ports have adopted a series of shift-gpecific training approaches.
These training gpproaches do not attempt to find collective action solutions to the
problem of accumulating commodity-specific skills and do not involve the port authority.
Furthermore, it seems plausible to argue that large volume importers with a substantial
presence in the port have found it eesier to implement shift- specific training programs

than smal volume importers.

28117 1998, the Port of San Deigo initiated a Port \Vehicle Quality Program. Interested parties— processors,
steamship lines, longshoremen, but not automobile importers— meet quarterly to address issues of concern.
The program has not yet resulted in any formal port-wide training, but does create aforum for information
exchange and holds the potential for more direct interventions.
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Table4.7: Labor at West Coast Ports, 1982-1999

Ports of Long Beach Port of Port Hueneme Port of San Diego
And Los Angeles

Hours Percentage of | Hours Percentage of Hours Percentage of

worked by | hourshandling | worked by | hours handling | worked by | hours handling

ILWU |automobiles(1)| ILWU | automobiles(l) | ILWU | automobiles (1)

members members members

1982 5,449,079 8.0 185731 ) 179,359 @)
1983 5,782,015 9.0 145714 @) 134,021 78.3
19841 6,926,687 11§ 243324 76. 158701 78.2
1985 7,175,731 144 236,868 81.2 180,000 77.2
1986 7,294,901 154 229604 718 164,720 77.2
1987 7,390,253 15 260,314 66.71 123,866 78.5
1988 7,386,638 124 175975 71.1] 99,199 79.4
1989 7,671,886 129 175254 74.1 95,487 79.6
1990 7,551,176 119 228463 69.9 86,739 78.1
1991] 7,205,692 105 208,239 61.7 107,801 80.1]
1992 7,350,194 94 204,699 58.6 90,203 80.5
1993 7453227 8.3 182,706 50.9 82,697 78.1]
19941 8373995 74 300597 439 121,852 74.8
1995 9,082,504 7.4 293,016 41.0 111,798 73.7
1996| 9,575,227 6.1 250476 40.4f 108,458 75.1]
1997| 11,277516 58 232,992 46.6 144,566 77.0
1998 13,138,586 53 310,619 49.4 168,446 78.4

Source: Authors analysis of datafrom the Pacific Maritime Association. Unfortunately the PMA could not
provide commodity-specific work hours due to confidentiality concerns.
Notes:
Thisisthe percentage of predicted hours of automobile handling to predicted total hours. Predicted
hourswere derived by regressing actual hours worked per year against the number of metric tons of
automobiles, lumber, dry goods, and general cargo, and the cubic polynomial of container tons
handled. Metric and container ton definitions follow the reporting method of the Pacific Maritime
Association (see PMA 1999). Pooled time series-cross section estimation included fixed annual effects,
and for the ports of San Diego, Los Angeles/ Long Beach, Port Hueneme, the Bay Area, Portland,
Seattle and Tacoma. (R-squared = 0.998).
Estimates omitted due to outlying residuals.

1

In the late 1980s and early 1990s, automobile importers using the Ports of Long Beach

and Los Angelestried to implement a port-wide training program to reduce automobile

handling damage in much the same way as was being tried in Batimore and New York a

about the same time (Cantwell 1994). Aswith the east coast equivdents, the Auto Port

Quadlity team attempted to bring together the main actors — the steamship lines, stevedores
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and automobile importers — and did briefly succeed in providing aforum for sharing

information and building socid reaionships.

However certain key differences between this program and the ones on the east coast
point to the red limits on port-wide commodity- specific training on the west coast. Firdt,
the program did not last very long in comparison with the Batimore and New Y ork
programs. The words of one of the participants indicate that the program was not
successfully indtitutiondized; "the main people moved on and so the program ran its
course.” Second, the measures implemented by the Auto Port Quality team — atraining
video and set of pamphlets to raise awareness of damage — did not influence port-wide
training in the same way as was gpparent in the Batimore case. Rather they focused on
shift-gpecific training. Third, the employer’ s organization, the PMA, was not involved.
According to one PMA officid, thisis because “we can’'t show favoritismto one area....

but everybody has containers so thet is not contentious’.

Fourth, and most important for this discussion, the role of the port authorities was

limited. The port authorities did talk up the program, and the Port of Los Angeles did take
on the task of making the training video (a substantia donation). However, the port
authorities did not play aleading role in convening the process, nor did they attempt to
define and implement a collective action solution to the training problem. Thisreflects, in
part, the different structure of labor relations on the west coast, where the opportunities

for port-wide training available on the east coast Smply do not exis.
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Thefallure of the Auto Port Quality team co-incided with the departure of some
automobile importers from the ports of Long Beach and Los Angelesfor the smdler
niche ports of San Diego and Port Hueneme. The mgor importers that have remained in
the Ports of Long Beach (Toyota) and Los Angdes (Nissan) now use their own firm- and
shift-gpecific training to reduce damage to vehicles. Before each shift, longshoremen are
reminded of a series of “dos and don'ts’ when handling vehicles, and are periodicaly
shown the video origindly developed by the Auto Port Quality team. Discharges teke
place on terminds leased to the automobile firms themselves or their subsdiaries, and so
firm employees are directly involved in monitoring discharge operations. And in the fall
of each year, when the new mode s for the following year are imported, automobile
importers provide coffee, donuts, baseball caps and other publicity to encourage lower

damage rates.

Toyotd s stevedoring firm, Stevedoring Services of America (SSA), o operated a
scholarship program that can be viewed as a strategy of shift-gpecific damage-reduction.
About the same time as the Auto Port Quality team was meeting, SSA implemented an
in-house program that paid money into a scholarship fund for the children of ILWU
members, for each damage-free discharge at the ports of LA and Long Beach. Apparently
thisis the only example of a commodity-specific scholarship program in the port. The
program ended when SSA decided that pre-shift briefings would achieve the same gods

at lower cost.
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Summary: discharge

In summary, this section has shown how differencesin the labor regimes on east and west
coadts, and from port to port, have led automobile importers to approach reducing
damage during discharge operationsin a variety of ways. On the east coast, the
decentrdized collective bargaining systems and work rules governing gang structure
alow for commodity- and firm-specific skill accumulation through port-wide training.
This draws the union, loca employers organization and port authority together on

training matters, and into direct relationships with automobile importers over labor

matters.

On the west coadt, these options are not available. Instead, in the successful container
ports such as Los Angeles and Long Beach, automobile importers have experimented
with avariety of shift-gpecific training mechanisms in the absence of port-wide
commodity specific training and involvement by the port authorities. This outcome
reinforces the biases towards large volume importers with a substantia presencein these
ports. Smaller importers have thus been encouraged to move their import operations to
ports such as Port Hueneme and San Diego, and here they have been able to secure
commodity-specific skills training and accumulation by virtue of their dominancein

these ports.
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Processing and Storage

Once vehicles have been discharged from a ship, they are taken for processing and
storage before being finaly distributed to dederships for sde. Processing and storage
often take place a the waterfront since thisis a point of mode transfer, although this need
not necessarily be the case. Despite advances in information technology designed to
reduce the time between production and final sale, processing and storage, and the
flexibility they alow, remain important steps in the importing of automobiles. In Chapter
7| show in greater detail where processing fitsinto the overdl didtribution system of the

various automobile importers.

In this section | am concerned only with showing that there are arange approaches to
processing and storage, and highlighting the consequences of the various possibilities for
the nature of the relationships between automobile firms and port authorities®® Aswith
ocean carriage, automobile importers can internalize or externalize processing activities.

In addition to processing undertaken by divisions (eg Toyota Motor Sales) and
subgdiaries (eg DAS, asubsidiary of Nissan) of the automobile manufacturer, some
ocean carriers (eg WWL) now offer processing services, and there are many independent
processing firms (see Table 4.8). Each possbility has varying implications for the nature
and consequences of the relationships between automobile importers and other actors. In
part, this is because who does the processing, and where, determines who is the direct

tenant of the port authority.

29 The sources for this section include interviews with managers at FAPS, Amports, Pasha and other port

facilities, and review of the business press, corporate publications and web sites.
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Table 4.8 Actorsin Processing and Storage

CATEGORIES MAJOR FIRMS

Automobile Toyota Motor Sales

Manufacturer or Digribution Auto Services (Nissan)

Subsidiary Processors | Mercedes VPCs

| ndependent Pasha, Autowarehousing, FAPS, Amports,

Processors Premier Auto, Transworld Diversified
Services, FAS

Shipping Lineor Pecific / Atlantic VVehicle Processors

Subsidiary Processors | (WWL), Autoport (HUAL)

Source: Authorsresearch.

At aminimum, processing involves paperwork and customs clearance. In principle this
could take place at the first point of rest on the dock, and the vehicle could then be
trangported directly to the deder. However, processng dmost aways encompasses one
or more of the following: cleaning, surveying for damage, repairsif necessary, post-
production qudity control, accessorization and customization. The aggregate level of
these activities has changed over time; for example, in the past deaning used imply a
speciaized process to remove the cosmoline wax that was put on vehicles to protect them
during ocean carriage. This has now been replaced with protective tape thet is only
removed once the vehicle reaches the showroom. Similarly, whereas in the past air
conditioners were an optiona extra added during processing, today’ s optional extra may
be a telephone or satellite tracking system. Before discussing independent and carrier-
linked processors, | will briefly describe the operation of Mercedes, an automobile

importer with in-house processing.
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I n-house processing

Mercedes uses the ports of Jacksonville, Los Angeles and Bdtimore to handle imports,
and in each case conducts processing at in-house Vehicle Processing Centres (VPCs)
some distance inland from the port. In the case of Batimore, the VPC is located at
Belcamp MD, about 30 miles north of the port. The 35-acre Belcamp facility islocated in
an indudtria park, with good access to highway 195. A manager a the facility cited good
locdl labor, low tax rates and expansion space as the main locationd attractions. The
workforce of 67 permanent and temporary employees processes some 75,000 vehicles per
year. Thereisaso aways at least one technician from corporate headquartersin
Germany present, generaly on a 6-month rotation. When needed, atechnica team will
vigt for training in dedling with anew mode, or for correcting arecal error. Activities
include a post-voyage diagnoss, customization for the US market, repairs and some

warranty work for vehicles dready sold.

Because Mercedes does not have a direct presence in the Port of Batimore, it hiresa
firm, Premier Automotive, to ded with port processing. Thisinvolves customs clearances
and storage. Storage, aswe shall see, is avery important function. Note also that without
adirect relaionship to the Maryland Port Authority, the Mercedes VPC is not directly
involved in the Port of Batimores Q- Chat process that seeks to reduce damage in vehicle
discharges (see Chapter 6). Thisisin contrast to a firm such as Toyota that conducts

processing in-house on waterfront land leased from the port.
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In recent years Mercedes has invested heavily in information technology to make
processing operations more efficient. The in-house IVIS scanner system dlows the
processor to prioritize specific vehicles and track them at dl points from the waterfront to
the end of processing. A unique Vehicle Identification Number (VIN) dlowsthe IVIS
system to link to the dedler’ stracking system, and to the globa Daimler VISTA system
that tracks each car from *birth to death’. While these information systems have been
points of competition between the various automobile manufacturers and the processing
firms, and will presumably become more important with the advent of web-based
automobile purchasing, they do not diminate the need to process and store vehicles. In
other words, no importer has a pure pull system in which avehicleis sold before
assembly, nor can any assembler predict find demand with sufficient precison to

eliminate the need to Sore inventory.

The need for Storage space was particularly apparent in 1998 when Daimler-Chryder
decided to adopt a more aggressive approach to marketing Mercedes vehiclesin the US.
This meant providing dealers with more stock, which in turn dramatically increased the
need for storage space at or near the processing facility. However, the 35-acre Belcamp
VPC could only accommodate some 3,000 vehicles at atime, whereas storage space was
required for up to 10,000 vehicles. The Premier Automotive lease at the port was only 7
acres at the time. However, the Maryland Port Authority was able to reorganize space on
the Dundalk Marine Terminad and so accommodate up to 8,000 vehicles a onetime

(Chapter 6 address the reasons why the port authority was able to do this). In other ports,

173



with different termina leasing and operating approaches, this storage space might not

have been available (see the case of Long Beach, Chapter 5).

Following this experience, Mercedes USA apparently considered opening an Annex VPC
at the Port of Batimore. Thiswould provide the firm with a direct leasing rdaionship

with the port authority, and thus secure the kind of flexible storage arrangements
described above. The Annex VPC would aso be used to expedite the processing of
vehicles that don't require work and can be sent direct to dedlers (currently about 40% of
imports). However, the Annex VPC was being viewed within the company asa
temporary experiment, that would only be adopted esewhereif it proved workable, and if
it was compatible with whatever other changes resulted from the Daimler-Chryder

merger.

Foreign Trade Zones

The discussion of storage provides a good opportunity for abrief digression on the role of
Foreign Trade Zones as a source of flexibility in storage and processing operations.>°
Owing to their ubiquity, FTZs are not points of comparison and competition between
ports. Of the 20 public port authorities used as a reference group in this study, al had one

or more FTZ associated with it. In 1987, automobiles and automobile parts were the top

%0 The source of thisinformation on FTZsis Donnie Turbeville of BMW and the National Association of
Foreign Trade Zones, and Mark Nichols, head of Trade Zone Associates, afirm that specializesin
administering FTZ operations for various firmsincluding several automobile importers. See also the web
site of the Foreign Trade Zone Board at http://ia.ita.doc.gov/ftzpage/
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commodity moving through FTZs (Miller, 1990), dthough their use by automobile

importers has declined with increased production and parts sourcing in north America.

FTZs provide automobile importers with various financid advantages, including the
following:

- duties are deferred while the vehicle is on the termind, which may be particularly
important for importing expengve vehides,

- accessories such as radios that might face import duties of 10-12% are only taxed
a 2.5% if fitted in the FTZ;

- if acarisdestroyed in the FTZ, the firm doesn’t have to pay duties;

- vehicles can be re-exported without paying import duties, afactor that will be
central if transshipment is to become prominent in globa automobile didtribution;
and

- there are some adminidirative cost savings Since an FTZ operator only hasto file
data once aweek, not per shipment.

The main costs of an FTZ result because the operator has to hold a bond with the US
Customs Department. Official FTZ gtatus is sought by the operator, which is generdly
the Port Authority or some other public authority. Approva of zone status rests with the
FTZ Board of the Department of Commerce. Establishing azone may take severd years
of studies and hearings, especidly since FTZs are exempt from certain sate and local

taxes.

However, once established, zone satusisflexible. A firm can be within the FTZ without
using zone gtatus, and zone status can be activated in 20-30 days once established. This
has proved very important during trade conflicts. For example, in 1995 the Clinton

adminigration threatened 100% duties on luxury cars, but specifically excluded vehicles

processed in FTZs. Toyota activated FTZ statusin each of the portsit used at the time.
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Theresfter, they were free to elect whether to route each load through the FTZ or not on a
vesse by vessd basis. This explains why in most ports, automobile processors and
automobile importers have established operations in FTZs, even if they have not

activated zone status.

I ndependent Processors

A review of the ongoing changes and experiments with Mercedes processing operations
highlights the fact that the nature of the relationship between the firm and the port
authority is an arena of conscious, strategic decision-making. The Mercedes approach
represents something of a hybrid; while the firm has in-house processing facilities, the
firm has until now not developed a direct relationship with port authorities as a processor.
Firms such as Toyota and Nissan have done the most to secure along-term direct
contractua relationship with the ports they use (see Chapter 7). What about automobile

importers that do no processing themsalves, but make use of athird party?

In making use of an independent processor, the automobile importer islesslikely to be
tied to a particular port, but forgoes one of the most important possibilities for a direct
relationship with the port authority as tenant. The particular circumstances of the
intermediary actor gain sdience. The duration of contracts, and the possibilities for
interndizing externa economies through pooling clients, are of particular importance to
such independent processing firms. This can be illustrated through a discussion of the

business model of the largest independent port processor in the US.
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The largest independent processor in the US, FAPS (formerly known as Foreign Auto
Preparation Service), has been in business in Port Newark since 1956. It has processed
vehicles for more than 20 years for Volvo, Ford and GM, and currently aso has Saab,
Volvo, Daewoo, Hyundal and Jaguar as clients. This mixed pool of clients dlowsthe
firm to interndize a series of localization economies. This dynamic is reflected in the

organizationd gructure of the firm.

Each automobile account is handled separately within the firm. According to a senior
manager at FAPS, there are teams of “electricians and mechanics that redlly report to that
manufacturer on adaily basis ... each account has an account manager and staff ... each
manufacturer has a representative here outside of General Motors and Ford which used
to”. However, the vehicles of two or three importers are processed in each building which
does dlow the firm to shift resources according to production needs. Furthermore, FAPS
cross-trains men in the vehicles of at least two importers, i.e. Sagb and Volvo, Hyundal
and Daewoo, and s0 on. Thereis aso one body and paint shop as acommon facility for

al accounts.

Other independent processors aso rely on adiversty of clients and particular loca

inditutiondized relationships to stay in business. For example, in Bdtimore, the termind

operator and processor, Amports, handles vehicles for Land Rover, Isuzu, GM, Chryder,
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Mazda, Suzuki, Ford, Volvo.*! The Pasha processing operation in San Diego handles
Honda, Mitsubishi-Fuso, Hino, Isuzu, Volkswagen and Audi vehicles*? To understand
why adiverse client base is so important to independent processors, we need to
understand the nature of the business relationships between processors, automobile

importers and ports.

FAPS leases afacility of approximately 180 acres from the Port of New Y ork and New
Jersey. Of this, up to 30 acresis leased on a short-term permit basis as and when needed
for storage space. However, the bulk of the facility, some 147 acres, isleased on a 10-
year (plus 10-year automatic renewal) basis. The lease includes over 500,000 square feet
of buildings and processing space. A manager at FAPS reflected on the benefits of such
long-term leases:
“We rely on long term commitments from the port authority for the infrastructure
of land and buildings, and as such our leases are congtructed. If we had atwo or
three year ded our customers would be a bit concerned about our long-term plans
of gtaying in the busness. That's why we have along term lease with options to
add or subtract as business conditions change’.

Furthermore, long-term leases provide the incumbents with a competitive advantage over

potential market entrants. In answer to my question about whether they might consider

31 Amportsisthe wholly owned subsidiary of Associated British Ports. Amports has purchased and
consolidated terminal operations and independent vehicle processing firmsin Baltimore, Benicia,
Brunswick (GA) and Jacksonville (Darrup-Boychuk 2002).

32 1n Chapter 6 | deal in more detail with the independent processor, Pasha. This family-owned company
was formed in 1942 in San Francisco to provide storage services for military personnel assigned overseas.
It first began processing activities at Fort Mason in 1960, with abody shop at Fisherman’s Wharf, and
today has automobile processing operations at Richmond, Los Angeles, Philadel phia, San Diego, although
today only at San Diego are significant numbers of vehicles processed. Pasha first moved to San Diego 10
years ago after losing its foothold in the Port of Long Beach (see Chapter 6). Pasha al so has other business
divisions, including ocean cabotage between the US west coast and Pacific territories, and surface
transportation (www.pashagroup.com, accessed 4/19/01).
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expanding the FAPS operation beyond the Port of New Y ork and New Jersey, company
officids responded that,

“we have an open invitation from our friends at the Port of (name withheld at
request of respondent) to bring, you know, our expertise and our reputation to
their fine port ... the problem is that we are not getting the benefit of

grandfathered leases from 20 or 30 years ago, we' re going to pay 2001 rates, and
that represents a negative competitive edge right from the very beginning. So our
outlook as regards expansion elsewhere — not likely. Y ou have pre-exising
operators there that have the benefits of lower land lease costs because of their
length of time in those facilities. So conversdly, it would be our outlook to find a
port that has not maybe traditionaly an auto-port but yet can bring to that the
benefits of low land costs which are amgjor factor in our business’.

In contrast with their long-term lease with the port authority, an automobile processor
such as FAPS has only short-term (3 to 5 years) contracts with automobile importers.
They are thus between a proverbid rock and hard place:
“There is some exposure when we have ports in other states using incentives to
try to buy the business (away from New Y ork) ... anything lessthan 2 yearsin a
way of aterm would be arisk for us because there are certain investments we
meake in our buildings and fadilities and our information systems ... we will ouifit
abuilding or asection of abuilding for a gpecific manufacturer, this would
include lighting, heating, car wash systems, tire changing machines, we could go
right down thelig”.
In other words, while its facility lease provides FAPS some certainty that it cannot be
evicted fromwhat is dearly avery desirable port location, it aso suggests inflexibility.
Indeed, Pasha's unwillingness to take on along-term lease contributed to its departure
from the Port of Long Beach (see Chapter 5). Understanding why FAPS is able to tolerate
this leasing arrangement provides some important insghts into the loca specificity of

inditutionalized relationships.
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FAPS has been able to ded with incommensurate time scaes of its contractua
arrangements with the port authority and automobile firms for two reasors. First, the

rel ationships between the processor and its main clients (i.e. the automobile firms),
dthough limited in forma contractua terms are neverthel ess enduring. Second, there are
unique local rules governing processing work in the Port of New Y ork and New Jersey.
Here, processing is conducted by the members of awarehouseman local inthe ILA.
Labor costs are subject to contract negotiations every three years, and hence "we prefer
the 3 year contract (with automobile firms) because of our labor cost, so that we can re-
adjust as necessary.” New Y ork is the only port where longshoremen are responsible for
processing work, athough it is of course likely that processors € sewhere have coincident

contracting cycles.

Finally, it bears repesting that sSome ocean carriers have become involved in automobile
processing. The shipping line WWL has begun processing operations in Brunswick GA
and Port Hueneme CA, while the Wilmington DE family-owned automobile processor,
Autoport, was bought by the car carrier line, Hoegh-Ugland Autoliners (HUAL).
Autoport handles some of the east coast distribution operations for domestically produced
Hondas, but most of its processing work isfor US automobile manufacturers preparing
their exports for Middle East. Thisinvolves adding under body coating for harsh desert
conditions and removing cataytic converters. In both cases, processing by subsidiaries of

ocean carriersis a strategy to secure cargo.
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Whether using an independent processing firm, or one linked to a shipping line, the key
implication for an automohile importer remains the same. By not undertaking processing
operations in-house as direct tenants of the port, they forgo a direct relationship with the
port authority. In other words, in making use of an independent processing firm, the
automobile importers relationship with the port authority is mediated. The importer's
foothold in a particular port is as secure as the processors, and its means of
communicating with port officiasis as good as the processors. Thisisnot to say thet it is
more desirable for an automobile importer to conduct its own processing operations,
profitable firm such as BMW and Volkswagen are doing just fine without in-house

processing operations (see Chapter 7).

However, the relationships between processing firms and port authorities are complicated
by the issue of competition thet in turn may make it lesslikely for an automobile importer
to get what it wants from the port authority. In general, senior employees of independent
processing firms enjoy close relationships with port officids, but this need not be the case
(see Chapter 5 for acase study of how relationships between Pasha and Port of Long
Beach officias broke down, resulting in the departure of Honda from this port and the

reorganization of its digtribution system).

In generd termsthus, port officials constantly need to take care not to be seen to be
favoring one tenant over another. If one god of a public port authority isto attract more
cargo, then processing firms as tenants are a key attractor of cargo. Respondents at FAPS,

Amports, Pashaand others al knew which port officids to contact when problems
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needed solving, but were dso aware of the limits to overt co-operation. Thisishow a
FAPS manager described the extent of the assstance they could count on from Port of
New York and New Jersey officids:

“(The port has to take a neutral position because they have multiple tenants, and

they can’'t be found favoring one tenant over ancther. So primarily when we have

secured an account we will jointly support that account’ s business requirements'.
These complexities do not intervene when the automobile importer is the tenant of the
port undertaking its own processing operations, Toyota the importer has a direct
relaionship with various port authorities by virtue of its own in-house processing
operations. Again, however, thisis not to say that dl importers should adopt this busness
modd. In-house processing facilities tie automobile firms to ports for severd years.
While it has worked well for Toyota, it is by no means clear that this has been desrable
in Nissan's case (see Chapter 7). In summary thus, what | have shown in this section are
the implications of in-house as opposed to independent processing operations for the

nature of the relationship between port authorities and automobile importers.

Landside Distribution

The fina gep in the handling of new imported automobilesis landsde digtribution to
dedershipsfor sde by road or rail (see Table 4.9). Intrucking mattersin particular, thisis
the handling step around which automobile importers and port authorities are least likely
to develop direct reationships. In part, this is because long-distance landside ditribution

of automobile imports is generdly organized nationdly, and does not display much of the
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regiond variaion of centra concern here. Thisisless the case with rail, which often
involves firm-specific investments and relationships smilar to those found in other steps

in the handling of automobile imports.

However, thisis not to suggest that the congderable policy attention that has been
directed at congestion on highways around ports is unwarranted (see USDOT 1992 and
1999). Indeed the lack of working relationships might well have contributed to these
problems. In this section | will review the issues involved in landside distribution of
automobiles, noting those cases of close and durabl e relationships between importers,

port authorities and surface transportation firms.>

Table4.9 Actorsin Landside Distribution

CATEGORIES MAJOR FIRMS

Rallroads BNSF, UP, CSX, NS

Trucking Companies Allied Automotive Group, Auto Elite Trangport,
Auto Port, Auction Trangport, Centurion Auto
Transport, Commercia Carriers, DMT
Trucking, Fleet Car Carriers, Jack Key Auto
Transport, Leaseway, Legion Transport, Sunbelt
Auto Carriers, Tri-Star, Waggoner Trucking

Toyota Motor Sales trucking

Source: Author’ sresearch.

3 The datain this section draws on interviews with logistics managers of various automobile importers.
The analysis was severely constrained by the difficultiesin finding a comprehensive data source on the
inland distribution of automobile imports. Theinland destination point identified in the PIERS database
acquired for this project was generally the point of processing, at or near the waterfront. Substantial
analysis of the Commodity Flow Survey (CFS) would provide some indication of the inland distribution
mode for automabiles. The CFSis conducted as part of the five-year Economic Census and collects data on
the mode choice and final destination of shipments from manufacturers and wholesalers on a detailed
commodity basis, at state and metropolitan area geographic levels. However, the CFS does not explicitly
identify imports, a particular problem now that imported and domestically assembled vehicles are
redistributed from processing facilities at various US ports. For this reason | have not undertaken an
analysis of this data source.
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The overdl context for landside digtribution in the trucking and railroad sectors snce the
late 1970s has been heavily influenced by deregulation. The Motor Carrier Act of 1935
had given the Interstate Commerce Commission (ICC) authority to restrict entry and set
rates for truck companies or owner-operators hired to provide long-haul (i.e. inter-state)
sarvices. The ICC garted making policy changesin 1978, dlowing more competition for
routes (Hirsch 1988). These changes were approved in the Motor Carrier Act of 1980,
and the sector is now characterized by lower barriers to entry and is populated by more
carriers (Peoples 1998), although thisis less the case in the more specidized business of

hauling automobiles.

The effects of deregulation were different but no less dramatic in the railroad sector.
Regulation in the railroad sector had sought to protect the industry against boom and bust
cycles while extending nondiscriminatory service to remote locations (Grimm and
Windle 1997). The results were an industry in decline; over-priced relaive to other
competitors in some markets, and forced to operate unprofitable services e sewhere
(Peoples 1998). The Railroad Revitdization Reform Act of 1976 and the Staggers Act
1980, dlowed railroads to charge unregulated (competitive) rates, abandon unprofitable
routes and consolidate with others in the sector (Grimm and Windle 1997). Following a
series of mergers and acquiditions, today there are just four long distancerail carriers of
automobiles; Burlington Northern Sante Fe, Union Pecific, Norfolk Southern and CSX
Corporation. Automobile importers have repeatedly raised concerns about the quality of

service and lack of competition in the rail sector overdl, and a specific ports.
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Despite the different experiences of deregulation, it is not clear whether this has
encouraged more usage of trucking by automobile importers. In a atic sense, mode and
provider choicein inland distribution depend primarily on two factors, namely distance
and the possibilities for backhaul transportation. However, we also need to understand
these mode choices in the context of the overdl distribution strategy of individud firms,
and recognize that automobile importers have, particularly in the case of rail, become
actively involved in securing the trangportation services they desire. In other words,
automobile importers do not Smply demand trangportation services, they adso actively
seek to shape the supply. In afew ingtances they have directly involved port authoritiesin

this dynamic process of mode choice.

Trucking

In genera, automobile importers use one type of trucking firm for local and regiond
digribution directly to deders, within aradius of up to 200 miles of the processing
facility. For example, Mercedes in Belcamp uses Leaseway for such short-haul
digtribution, aswell as for moving vehicles the 30 miles between the Port of Batimore
and the processing facility. Long-haul distribution is organized by the nationd head
office and involves a different set of trucking firms, in Mercedes case Tri-Star. Toyota
and Volkswagen both maintain this distinction between locally arranged short-haul and

nationdly arranged long-haul trucking.
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Unlike mogt of the post-deregulation trucking sector, the narrowly defined long-haul new
automobile distribution sector is dominated by one firm. The Decatur (GA)-based Allied
Automotive Group participated in the trangportation of gpproximately 62% (over 10
million vehicles) of dl new vehicle sdlesin the USA and Canadain 2000 (Allied 2000).
The company estimates that its 2000 revenues were four times those of its closest
competitor. Although the firm’sthree largest clients - the US Big Three (Ford, GM and
Chryder) — accounted for three-quarters of corporate revenue in that year, Allied does
transport some automobiles for most importers as well. The company provides hauling,
yard management and rail loading services. Allied employees are represented by the
Teamgters union, and the company pridesitsaf on its low employee turnover and

Chrigtian management principles (for more, see www.dliedholdings.com). Axis, a

subsidiary of the same holding company offers vehicle tracking and logistics services to

various automobile assembl