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Port of Long Beach
reinventing itself as the
economy takes a toll
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LONG BEACH -- Nearly a century ago, a
loose coalition of city boosters, shippers,
lumber magnates and railroad tycoons
began developing a small commercial port

on 800 acres of marshland near the city's
western edge.

The goal was construction of a suitable
harbor for the import of timber, fruit and
exotic goods from the Pacific Northwest,
Mexico and Asia, as well as a base for local
fishing industries.

The new port officially opened June 24,
1911, when a wood-and-concrete pier
stretching dozens of feet into rolling waves
accepted the Port of Long Beach's first
shipment: 280,000 feet of redwood from the
sloop S.S.laqua.

Ninety-nine years later, the waves and
marshland are a distant memory, but the
port remains -- a world trade hub
encompassing 7,600 acres of deep-water
shipping channels, marine terminals,
roadways, rail yards and wharves.

And while redwood and other lumber is still
a commaodity shipped into Long Beach, the
mix of goods flowing in and out of the
nation's second-largest port consists
primarily of consumer items, oil and raw
materials critical to the nation's economy.

Each day, some 40,000 containers filled with
iPods, computers, tennis shoes, clothing,
toys, camping supplies and countless other
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retail products float in and out of Long
Beach and the neighboring Port of Los
Angeles terminals.

Trade partners have expanded to include

nearly every country in Asia, Alaska, South
and Central America, the Middle East and
dozens of South Pacific islands.

In addition to the multihued shipping
containers filled with toys and electronics,
other common commodities include cement,
gypsum, steel, petroleum and petroleum
coke, vegetable oil, scrap metal, cars and
trucks, fruits, vegetables, liquid chemicals,
minerals and massive quantities of salt.

Hit by the economy

But since the beginning of an international
trade downturn in

late 2007, the mix of goods handled at Long
Beach -- and Los Angeles -- has fluctuated
wildly.
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LONG BEACH, CALIF. USA -- Cranes load trucks with
containers at the Long Beach Container Terminal in Port
of Long Beach (Calif.) on July 15, 2010. (Jeff
Gritchen/Press-Telegram)

Containers, which generate the most
revenue for port operation costs and once
accounted for almost 70 percent of the total
trade mix, have dropped nearly 20 percent
since the peak year 2007, despite modest
gains in recent months.

For example, container counts went from
7.3-million twenty-foot equivalents (TEUS) in
Long Beach in 2007 to 5.1 million in 2009,
the last year for which audited figures are
available.

On the other hand, liquid freight totals,
comprising things like crude oil and
chemicals, and dry bulk shipments, which
include scrap metal and lumber, dropped by
just 1 percent and 9 percent respectively.
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Coupled with the growing emergence of
trade partners in Southeast Asia and the
Middle East, the future of port trade may
look very different from the mid-2000 s,
when Japan, China and South Korea were
unchallenged in the position of top trade
partners with West Coast ports.

In 2009, Irag jumped to the No.5 spot on
Long Beach's top trading partners, followed
by Ecuador and Vietnam.

Much of the Iraqgi and Ecuadorian surge is
attributed to oil, which accounts by far for
the largest import.

For example, the equivalent of 2.87-billion
kilograms of crude oil arrived at four
petroleum terminals in Long Beach in 2009,
almost triple the weight of the second-
highest commaodity, electronics.

And oil imports nearly triple the top two
export commodities, ironically

both oil by-products: petroleum coke and
petroleum- based products.

LONG BEACH, CALIF. USA -- Crane operator Ted Thangar
loads empty containers on to a ship at the Long Beach
Container Terminal in Port of Long Beach (Calif.) on July
15, 2010. (Jeff Gritchen/Long Beach Press-Telegram)

Longer-term shifts in port revenue
generation may result in more emphasis on
bulk cargo to shore up profits, which have
slipped dramatically in recent years.

Port profits peaked in 2008 at about $160
million before declining steadily to roughly
$110 million in the current fiscal year.

And fluctuations in overall trade or the trade
mix are not expected to correct their path
anytime soon.

In 2014, an expansion of the Panama Canal
will be completed, allowing large container
ships to bypass Southern California ports in
favor of hubs closer to inland distribution
centers in Texas and the South.
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This may create more concentration of bulk
cargo through regional ports as shippers
opt to send containerized goods nearer their
final destination, while using West Coast
ports for trade in goods produced and
manufactured in California, the Pacific
Northwest and Southwestern states like
Arizona, Nevada, Utah and New Mexico.

As for the near-term health of port trade,
which directly accounts for 1-in-8 Long
Beach jobs, the next few months will be
telling.

Holiday volume down

Despite the fast-approaching peak shipping
season, when cargo volumes historically
surge as retailers stock up for the Christmas
holiday shopping rush, volumes this year a
re expected to remain anemic as federal
stimulus programs dry up and the economy
reels from continuing high unemployment
numbers.

"Retailers are being cautious as they look at
numbers for employment, housing and the
availability of credit," said Jonathan Gold, an
economist with the National Retail
Federation. "There clearly can't be consistent
growth in consumer spending when
customers don't have jobs. That means

retailers are going to have to manage their
inventories more carefully as the year
progresses."

Gold noted in a July white paper that double-
digit growth in trade volumes seen in recent
months will slow to a predicted 4 percent in
October, normally the busiest month.

"We're still going to see increases in
container volume, but not as large as what
we've seen so far," Gold stated in the report.

And while exports, buoyed by strong
overseas demand and a depressed dollar,
have exceeded imports in growth
percentage-wise this year, the outlook for
the second half of 2010 is growing more
bleak by the day, according to several trade
experts.

Jock O'Connell, a trade adviser for Beacon
International in Northern California, said
fiscal austerity measures adopted in June at
the G-20 summit of the world's largest
economies will undermine exports from
California's manufacturers and farmers.

A G-20 consensus on cutting public
spending despite high unemployment and
evidence of renewed private industry
investment, O'Connell said, will "dampen
overseas demand for California products
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through the rest of the year."

"The deficit hawks have been gaining the
upper-hand in charting fiscal policy in
almost every major world economy," he said.
"As a result, no one is forecasting robust
economic growth. Instead, there is a general
sense that the tide is going out as we move
into a period of slackening demand with the
timidity of the private sector now being
matched by the austerity of governments
worldwide."
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