flos Angeles Qimes

By NANCY YOSHIHARA,
Times Staff Writer

front,” Lee J. Cobb, portraying a

corrupt New York longshoremen’s
union chieftain, summed up the econom-
ics of a port in simple terms:

“We  got-.the-fettest piers and the
fattest harbor in the world,” he bel-
lowed. “Everything moves in and out,
we take our cut.”

Times change, and things are no
longer so simple.

Port operations, in fact, are now so
complex that a knowledge of economics,
computer technology and international
relations is necessary to fully under-
stand them.

There is a revolution in progress on
the waterfront, drastically changing the
economic environment for ports and
ship operators. In recent years, the boom
in imports from Asia has shifted the big
growth in U.S. port trade to the West
Coast, and the competition among West
Coast ports and shipping lines is bloody.

The ports are being forced to look
beyond their traditional role as regional
points of entry for imports destined for
markets no more than 500 to 1,000 miles
away and are becoming gateways for
imports bound for consumers east of the
Rockies and conduits for ‘Asia-bound
exports from the Midwest and East.

- To a large extent, this development
does away with the ports’ old restricted
areas of influence and puts them into
greatly heightened competition with
each other.

“There is very little that absolutely
has tqygo through certain ports these
days,” said Steven Resnick, director of
marketing &t the Port of Los Angeles.

In the 1954 movie “On the Water-

As a result, ports are having to make
huge mvﬁtlnents—m specialized new
equipment, and to ensure convenient
truck and rail connections for intermo-
dal handling of cargoes.

Deregulatlon of truck and railroad
fufgns, with its. attendant lowering of
rates, and major innovations in the
railroads’ cargo-handling systems are

: % root causes of the increasing use of
transportaﬁoﬁ systétns b cargo
movement.

~Previously, cargoes were neafhed as .

far as possible by water—through the
Panama Canal and upthe U.S. central
‘i‘bul
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river system—because it was
cheaper. But now, intense competi-
tion among truck and rail compa-
nies has made it faster, easier and
cheaper to transport cargo over-
land instead of by water to points
east of the Rockies. ]

The new, sophisticated intermo-
dal systems mark the first ma)or
breakthrough in shipping since
containerization revolutionized the
maritime business beginning in the
1950s.

Containers, which are owned or
leased by shipping companies and
come in a variety of sizes, are
packed once and usually remain
intact from point of origin to desti-
nation.

Containerization has helped to
reduce dramatically labor require-
ments because the containers easi-
ly are handled by mechanized,
often automated, systems both
aboard ship and ashore

Today, 75% to 90% of the gener-
al cargo that goes through U.S.
ports is shipped in containers, ac-
cording to the American Assn. of
Port Authorities in Alexandria, Va.
General cargo does not include
commodities such as coal, iron ore
or grain, which are shlpped in bulk,
or large items such as automobiles.

Until recently, containers were
shipped domestically by truck or
rail systems that operated inde-
pendent of ocean carriers.

But American President Lines,
which operates only in the Pacific,
began pioneering a new rail trans-
portation concept in 1979 when it
leased conventional flat cars to
carry containers from ports to the
ultimate inland destination of the
cargo.

In 1984, APL, which is based in
Oakland, also developed a rail car
that allows containers to be stacked
two high. The cost of shipping
containers on such double-stacked
trains is said to be about 30% lower
than that of moving cargo on
conventional trams APL'’s success

has spawned a host of imitators
among shipping ‘and railroad lines.

Rate Competition

Meanwhile, however, ship oper-
ators have been involved since
1982 in the most severe rate com-
petition that anyone in the industry
can recall. It has helped to keep
consumer prices down but is hurt-
ing ship operators and accelerating
changes in the Pacific maritime
business.

“The US. Shlppmg Act of 1984
which lifted previous restrictions
and allowed ship operators to form

“conferences” and make agree-

]
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ments on rate guidelines, gﬂe
them virtual immunity anti-
trust action. Thesopei‘aiﬁrsg Wﬁ’&
permitted to set

even for shipments that be
transported partially by land. * %

However, a ship owner can ‘ifi*
dercut the agreed ﬁtea if he gives
other conference meﬁabawnﬁe
of his “independent action.” R
cutting has hit unprecedented lev-
els during the last year when shi
owners, seeing the potential for the
continued growth of the Pacifié
trade, put more containers inQo
operation.

The result: too many containérs
chasing too few cargoes, for:
additional competitive moves. -

Because of the rate competition,
it now costs only about $375 to ship
a 40-foot container full of lumbet
from Seattle to Tokyo; in 1982, it
cost $1,400. Ronald B.’ Gottshélf,
managing director of San'Fran
co-based Transpacific Westbot
Rate Agreement, an association of
16 ship operators, said it now costs
more to move a load of lumber from
Portland to Seattle than from Poer
land to Tokyo.

Hapag -Lloyd AG, West Germa'
ny’s largest steamship line, has
pulled out of the transpacific tratfe
because it was losing money, and
three other lines—Seawinds, Char
Ching and Karlander' Kangaroo
Line—have gone out of busmess
entirely.

Under pressure from 'the fabé
decline, representatives of other
major international shipping flrms
met in Hong Kong in January and
agreed on a general rate increase of
10% in April and 15% in Septem-
ber on Pacific freight to and from
the United States. It is expected,
however, that it will take a number
of such increases to bring rates
back to profitable levels for ship
operators. They say they do rtot
expect relief before 1988 or 1989. '

~ Tradition-Bound

"Tradmonally, the stemhip m-
dustry is tradition-bound, movi
slowly and changmg only ‘
number of years,” said Reshi
the Port of Los' Angeles. Wht
now, steamshlp operators ar

the people in the marit
are forced to make dec

ly. They, in turn, Apub ressure

the ports to, make. decisitns” ‘or

how to continbie to grow. * ' """
Thanks to new technology -and

&

¢

PORTS New Methods

Contlnued from Page 6
routing ships to reduce the number
of port calls it makes—stopping,
perhaps, only at two rather than at
all six of the coast’s major ports.
“We feel that there will be fewer
port calls on the West Coast,” said
James D. Dwyer, executive director
of the Port of Seattle. He believes
that “the two primary port [com-
plexes] . . . will be Southern Cali-
fornia and the Puget Sound area.”
American President Lines, for
example, has eliminated regular
port calls at San Pedro and Oakland
on one route, which now includes a
stop only at Seattle on the West
Coast, according to Michael E.

; Uremovich, an APL vice president.

Fewer ships in port means fewer
<;ofportunit.ies for tugs, liner han-
lers, cargo handlers, and for the
businesses that provide goods and
services to ports. That has an
economic impact that reaches well
beyond the waterfront.

For example, the ports of Los
Angeles and Long Beach together
generate more than $10 billion a
year in economic activity in
Southern California, and about

300,000 jobs are either directly or -

indirectly related to the two ports.
As ship operators compete, they
go shopping for ports, intensifying
the competition among the com-
mercial harbors. Land-route alter-
natives allow ship operators to sell
land and sea transportation pack-
ages. Thus, they are looking for
ports that provide “load cen-
ters” —locations from which cargo
can be distributed to all points in
the United States. ;
. In some cases, it may be cheaper
to deliver goods through one port,
such as Seattle, and truck them to-
their ultimate destination’ in
Southern California even through
the Los Anseles Long Beach port

Seattle. &,
Seattle offers a p&ckage of ware-

s

“Dinsmore said:

pete for that business. You have to.

; housing and trucking services for

certain kinds of shipments, which,
Dinsmore claims, can cost shippers
less than delivering direct through
Los Angeles-Long Beach.

An example might be a container
packed with a number of small
shipments of textile or electronic
goods bound for different destina-
tions. Within one day after arriving
at the Seattle port, the container is
partially unloaded at warehousing
facilities operated by .the port,
where its remaining contents are
réloaded onto a truck en route to
Southern California.

“It is cheaper and more efficient
because we have a network set up

’

to handle smaller shipments, '(

The time of the trip south
road is made up for hy the fact A

reach Northwest ports:

thamtdoestogettoSanFr

Bay and Southern Californi
Crucial to such routing

rna-
tives are state-of-the-art-port fa-

cilities to ease the nsfer of
cargoes from ships to trucks and
trains. As a result, ports are spend-
ing millions of dollars to construct
intermodal systems.

The ports of Los Angeles and
Long Beach, for example, have
joined forces for the first time to
build an intermodal transfer facili-
ty. It will bring rail facilities ‘within
four miles of both ports making
them more competitwe in cost ‘and
time with other ports. The rail line
could not be built any closer be-
cause of existing developmmt sur-
roundmgthepom {

usiness very strongly and com-
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ensure that a steamship line is very
happy and comfortable in your port
because it has many opportunities

[that it] didn't have five years

One of the most significant signs
of increased competition among:
ports is the relocataon of steamship
lines from one port to another.
“That has real monetary impact on
a port,” said Anthony E. Shotwell,
manager of market research at the
Port of Long Beach. “In Long
Beach, we've seen a few of our
lines move to L.A., in part because
we were unable to accommodate
their growth. They have more land
there.”

Not surprisingly, West Coast
ports are evolving into aggressive
marketers. They are all expected to
continue to grow, but Los Angeles,
Long Beach and the ports of Seattle
and Portland are expected to flour-
ish at-the expense of Oakland and
San Francisco.

In short, ports are going after
each other’s business in a way they
never have before.

For example, Los Angeles and
Long Beach, where imports have
been emphasized because of
Southern California’s huge con-
sumer base, hope to enlarge that
side of the trade even further by
siphoning off some of the North-
west’s business on imports bound
for the Midwest and East. And they
are out to capture some of Oak-

land’s traditional export business.

Meanwhile, Seattle is undaunted
by the Southern California compe-
tition. “Not until two years ago did

LosAngelesandLopreAhir'
to look at Midwest and ' Easter

Seattle, with a surrounding pop-
ulation of only 3 million, compared
‘to 12 million in the Los Angeles-
Long Beach region, has'
more innovative to survive.:It
carved a niche as a
point to the East and was-
West Coast port to build a contain-
er terminal. About 80% of all cargo
passing through Seattle and Taco-
ma ends up east of the Rockies.

Seattle also has developed some
innovative marketing packages,
including an annual $30-million
advance payment program that
prepays freight charges for small
Midwestern shippers who consoli-
date shipments in containers that_
go through Seattle’s port.

Oakland may stand to lose t-‘hi!“
most in terms of future growth.
With ships cutting back on port
calls, and the Northwest and
Southern California ports aggresb
sively going after its export busi-

1288, Oakland is vultierable.
.. Already, Seattle officials proudly
" boast of having wooed away much
of Oakland’s exports of Tennessee
cotton. But Oakland port officials,
responding to the newm s height-

ened competition, say they E:lan to |

try to recapture lost

warehousing facﬂltle!\v i
further developmg ,[%
markets. s
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