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T h e  A la s k a  C ru is e  In d u s t r y
Another important transportation-related link  between Puget 
S ound  and Alaska is the  A laska cruise industry. A laska is now  the 
fourth most popu la r d es tina tio n  for the  bourgeon ing U.S. cru ise 
industry.

O ver the last ten years, the A laska cru ise market en joyed 
p h enom ena l growth, reach ing  1.6 m illio n  passengers in  2003.
A s im ila r pace of growth is pro jected over the next ten years.
O ne  in h ib it in g  factor is that G lacier Bay, the  most favored cru ise 
loca tion , has reached the m ax im um  vo lum e  of ca lls under the 
ex is ting federal perm it system . Continued g .^w th  in the  industry 
w ill require a focus on other attractive destina tions in Southeast 
and South Central A laska.

A lthough 90 percent o f A laska cru ise passengers are U.S. 
c it izens , few large cru ise  sh ips  are U.S. flagged. Most vesse ls in 
this c lass depart from Vancouver, B.C., w here approx im ate ly 20 
sh ip s  prov ide 250-300 hom eport calls annua lly . In recent years, 
Seattle has captured a s ign if icant portion of th is lucrative Alaska 
cru ise indus*"'. The Port of Seattle estim ates that in 2004 Alaska 
cru ise vesse ls w ill total 150 vis its (home port or port of call) w ith
550.000 passengers (Figure 10).

Cruise Ships at the Port of Seattle's Terminal 30. 
Photo by Don Wilson, Port of Seattle.
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Even before Seattle’s em ergence as a port-of-call for cru ise ships, Seattle-Tacoma International Airport was the regional gateway for 

55 percent o f a ll A laska  cru ise  passengers arriving into the area. Regional econom ic bene fits  o f the A laska  cru ise Industry in those 

days were meager -  p e r iiap s  occasiona l overnight lodging and related expenditures in Seattle before being bused to Vancouver, 

B.C., for embarkation.

Seattle is now a s ign ifican t partic ipant in the A laska  cruise trade. The city receives a grow ing num ber o f A laska  cru ise "a lls — 99 

ca lls  carrying 345,000 p a s s e n g e r  in 2003, com pared to only 12 ca lls  w ith 14,000 passengers in 1994. Th-> vast maierity of these 

port v is its  are “hom eport c a lls "  — passengers em bark and d isem bark for their cru ise and the vesse l often takes on supp lies and 

provisions. Seven large luxury liners now ca ll the Port of Seattle home.

Seattle  is  home for Ihe adm in istrative offices of both the largest cru ise lines, Holland Am erica Line and Princess Cruises, and four 

U.S.-flag operators w ith sm a lle r sh ips, Cruise West, G lacier Bay, Am erican Safari Cruises, and Am erica West Steamboat. These 

adm in istrative headquarters have a s ign ificant share of their adm inistrative em ployee base  linked  to the A laska  cru ise market 

and a majority o f the crews o f the U.S. flag  operators are hired locally.

Earlier th is year, the Po .i o f Seattle  released a com prehensive econom ic im pact study o f the A laska  cru ise sh ip  industry (John C. 

Martin Associates, 2004). In that study, it was estim ated that A laska  cru ise operations create 530 direct jobs with $13.7 m illion in 

wages and salaries. V esse l expend itu res in 2003 were estim ated at $55.7 m illion, and expend itu res o f Seattle boarding passengers 

■vere estim ated at $51 m illion .

Cru ise operators headquartered in Seattle, however, believe these econom ic im pacts are serious ly  understated in the study. Not 

in cluded, thev say, are the substantia l econom ic benefits derived from locating their headquarters there.

This Cham bers o f Com m erce-sponsored ana lys is  included a portion of the adm in istrative function in the d irect impact, which 

for 2003 am ounted to 1,087 em ployees w ith $74 m illion in wages and salaries. The total econom ic im pact o f the A laska  cru ise 

industry adds up to 3,401 job s with $159  m illion  in labor earnings.

Another portion o f passenger waterborne transport is the A laska  Marine H ighway System. W ith its southern term inus at Bellingham, 

Ihe A laska  State ferry has abou t two sa ilings per week. Figure 11 show s the trend of activ ity at the A laska  ferry's Bellingham  

term inal during the 1990s.
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r e t r o le u m
Petro leum  re fin ing  is a m ajor industry 

in  Puget Sound  that pu rchases  a lm ost 

its  entire crude o il s tocks from A laska . 

D irect im pacts  from the re fin ing  o f A la ska  

crude  o il w ith in  the Puget Sound  region 

in c lu d e  1 ,990 jobs and  $144.5  m illion  in 

la bo r earn ings. In 2003, o il re fineries in 

Puget Sound  im ported  $2.8  b illio n  worth 

o f  crude o il from A la ska . A lthough  no 

new  re fineries have been bu ilt, re fin ing  

capac ity  in  the Puget Sound  reg ion 

con t inu es  to expand; betw een 1994 and 

2003, capa c ity  in creased  from 555 ,000  

to 607 ,95 0  barre ls per day.

W ith com p le tion  o f the  Trans-A laska 

P ip e lin e  (TAPS) in 1977, crude oil 

sh ipm en t vo lum es to Puget Sound  grew 

stead ily , reach ing a peak o f 26.8 m illion  

short tons in 1992. The 24.8 m illion  

tons  sh ip p e d  in 2003  met m ore than 9 0  percent o f the n eeds  o f  reg iona l re fineries, w ith  the rem a inder com ing  from foreign 

p roduce rs  v ia tanke r o r  from A lberta  v ia  the T ransm ounta in  P ip e lin e  system  (Figure 12).

The tanker Polar Endeavour approaches Anacortes, Washington. Polar Tankers Inc. is a wholly 
owned subsidiary orConocoPhilllps. which operates live ships in the Alaska trade.
Photo by Bill Sutton.

1994  1995  1998  199 7  <998 1999  200 0  2001  2 0 0 2  2003

Source: Army Corps ol I ngineers
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As additional North Slope oil fields were brought into operation and their output was added to that of the giant Pmdhoe Bay field, 
crude oil production increased in Alaska until 1988 when it reached 2 million barrels per day. Since then, even as new fields were 
brought on line, aggregate production has steadily fallen to slightly below one million barrels per day in 2003 (Figure 13).

Enhanced rec ery methods and development of marginal fields have slowed the decline of oil production from Prudhoe Bay. Total 
oil produced from the North Slope is currently at 992,000 barrels per day and is expected to moderate around this level for the next 
ten year 'Alaska Department of Revenue, 2004).

In addition, at $23.35 per barrel in 2003, the wellhead price of oil was at its highest level since 2001 (Figure 14). A period of high 
crude oil prices generally provide a stimulus for exploration, development and production on the North Slope and tends to cause 
companies to increase their capital outlays.. In 2004, although the price per barrel is at record highs petroleum companies have not 
increased capital outlays in Alaska due to other competing worldwide opportunities. However, the extended period of higher prices 
has provided some stability within the Alaska-based oil and gas industry

198 5  1 9 8 6  1987 1988  1 98 9  1990  1991 1992  1 99 3  1994 1995  1996  1 99 7  1998  1999  2 0 0 0  2001  2002  2003

Source: Alaska Oil and Gas Conservalion Commission
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F u tu re  S c e n a r io s  f o r  O il  P r o d u c t io n  in  A la s k a
A laska  petroleum  output is im portant to Puget Sound in several ways. M ost obv iously , A laska  crude is a raw material for Puget 

Sound  refineries. In add ition , Puget Sound ports have served as staging areas for oil-re lated construction projects on A la sk a ’s North 

S lope, particularly during periods o f v igorous exploration and  developm ent. Perhaps most significantly, oil-boosted state spending 

stim u la tes A la ska ’s econom y, increases the purchasing power of its residents, and increases dem and for Puget Sound goods 

and  sen/ices. S ince the 1970s, o il revenue has com prised nearly 85 percent o f the state general fund; therefore, the dec lin e  in o il 

p roduction  at Prudhoe .ay leaves state government in  an in secu re position.

Source: Alaska Department of Natural Resources

Figure 14. Map of K jrthern Alaska, showing ANWR Coastal Plain and proposed development area.
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Future o il production from the North S lope is expected lo  d ec line  only m odestly and remain in the 1 m illion  barrel-per-day range for 

the next ten years. W hile  the Prudhoe Bay fie ld  is declin ing, sm all, independent com pan ies are using new  technology to deve lop 

sm a lle r marginal fie ld s  in the area, and production from existing fie ld s  such as W est Sak and A lp ine is increasing. C onocoPh illip s  

and  BP recently annoc iced p lans to boost A laska 's  heavy o il developm ent program. The project w ill more than doub le  the am ount 

o f heavy o il co llected  fr m W est Sak and other North S lope  o il fie lds. National Petroleum  Reserve A laska  (NPR-A) reserves are 

expected to com e on-line by 2010, as are Po int Thomson and other new fie ld s  to further off-set the steep Prudhoe Bay decline.
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A majority o f A laska  residen ts and A laska  natives support respons ib le  exp lo ration and developm ent o f the Coastal P la in (Section 

1002 area) of the Arctic Nationa l W ild life  Refugee (ANWR). However, Congress has dec lined  to pass  enab ling  leg islation in the (ace 

o f pressure from environm enta l activists.

A 1998 US G eo log ica l Survey study conc ludes that ANWR conta ins .7 b illion  to 16  b illion  barrels o f recoverable crude oil, w ith a 

mean o f 10.4 b illion  barrels, This estim ate approaches the recovered am ount o f o il from Prudhoe Bay, the largest d iscovery ever in 

our nation.

Nonetheless, due  to the po litica l battle over ANWR, the industry is more optim istic about Ihe possib ilities of develop ing the huge reserves 
west of Prudhoe Bay in the National Petroleum Reserve Alaska (NPR-A). Proven reserves in the National Petroleum Reserve are estimated 
at 1.3 b illio n  to 5.6 b ill io n  barrels. There are no estimates of econom ic ga ins in P'ipe l Sound resulting from NPR-A deve lopm ent.

T h e  A la s k a  G a s  P ip e l in e
The proven reserves o f  North S lope  natural gas are enormous: 35 trillion cub ic feet (tcf). But accord ing  to the US Geologica l Survey's 

estim ates, Ihe reserves may ho ld  as m uch as 211 tcf (Cashman, 2004). The cha llenge has been bringing the gas to market at a 

com petitive price. P lan s and p roposa ls  have been floated for years, on ly to flounder because  o f h igh costs, weak prices, po litics 

and w orldw ide supp lie s  that enjoy com petitive advantage. Over the years, two princ ipa l p lan s have focused  on construction of a 

natural gas p ipe line . O ne  is a long on the right-of-way o f the existing Trans-Alaska o il p ipe line  to a gas liquefaction p lant in Valdez, 

and  the other w ou ld  be a 3,500 m ile p ipe line  through Canada to the M idw est. W ell over $1 b illion  has been spent over the years on 

marketing, eng ineering  stud ies, and perm itting.

No on e  d en ies  that conven tiona l sou rces o f natura l gas in North Am erica are be ing  dep le ted  and that grow ing dem and for 

c leane r n im in g  fue ls  w ill put pressure on rem ain ing reserves. But A la ska  is not the on ly  po ten tia l source for major new  gas 

su p p lie s  tor the nation. A laska  m ust com pete w ith  gas fie ld s  in Austra lia , New Gu inea, Indonesia, Om an, Qatar, Yem en, and the 

R uss ian  Far East (Sakha lin  Island).

The current estim ates for bu ild ing  a gas p ipe line  across Canada a ie  $20  b illion  to $2 5 b illion . Construction of the p ipe line  by the 

trans-Canada route w ou ld  bring jobs to A laska  and Puget Sound, but few after construction. C onocoPh illip s  A laska  — one o f the 

major owners o f natural gas reserves on the North S lope — estim ates that 17,000 workers in the Un ited S lates and 12,000 workers 

in  Canada w ou ld  be needed  to bu ild  the p ipe line  to the M idw est. Only 200 operations jobs are like ly once  production begins 

(Benett, 2004). A lso , com pared to o il production, the project is like ly  to de liver le ss  long-term gain through tax and royalty revenue 

for A laskans  and w ou ld  not bring tanker traffic to Puget Sound. Currently tankers carrying crude from Va ldez arrive a lm ost da ily  at 

refineries In Anacortes and  north o f Bellingham .
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F IS H E R IE S
Com m ercia l fish ing  off the coast o f A laska  by Puget 

Sound-based  vesse ls  da tes ba ck  to the days when 

W ash ing ton  w as a territory. In the la te 1800s, 

fisherm en launched  the ir w ooden schooners and 

sa ile d  north to harvest cod, sa lm on, ha libu t, and 

herring in A la ska  waters.

'w r rr - - '* -  - r —

Fillet inspectors al work on a pollock catcherprocessor In Alaskan waters. 
Photo courtesy ot American Seafoods.

Today, Puget Sound ’s d istant-water fleet and seafood 

processing  com pan ies rem .!r neavily reliant upon th is 

rich North Pac ific  resource. Though on ly  a fraction of 

the regional econom y is based  on the fish ing  industry, 

several cities, in clud ing  Bellingham  and Anacortes, 

p lus the Ballard neighborhood o f Seattle, remain 

h igh ly dependent on them. Puget Sound ports are 

now  a lso  hem e to the groundfish  trawlers and at-sea 

p .ocessors  that have jo ined the h istoric and trad itional 

h igh-line ha libut boats, seiners, crabbers and tenders 

in the fleet. Traditionally, a sign (icant share o f the 

fish  harvested in A laska w r 'e rs  has been processed 

in Puget Sound; the groundfish  industry has fo llow ed 

precedent as is evident by the increase o f secondary 

p rocessing  plants throughout the region in recent years.

Notes: ''Origin" relets to where fish are harvested. Harvest or e» vessel values do not Include Ihe value added by at sea processors and hence reflect the value 
of the catch prior to processing.
Sources: Alaska Department nl Fish and Game; North Pacific Fishery Management Council, National Marine f isheries 5ervlce.

State and federal fisheries  have been m anaged well in A laska over the years. The stocks are healthy and fishery managers 

an tic ipa te  future stab ility  w ith in the con fines o f their generally norm al cycles. Ha libu t and sab le fish  (b lack cod) are now m anaged 

under ind iv idual fish ing  quota sys,em s (IFQs) that have increased the va lues of the fisheries and brought fresh product to the 

consum er almost year-round.
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Total em ploym ent in f ish in g  and sea food  processing has been relatively stable. M ost growth s ince 1992 is due  to the tremendous 

in crease in the num ber o f groundfish  traw lers that operate in the Bering Sea and Gu lf o f A laska, p lus the at-sea and shore based 

P' ocessors in A laska  a n d  Puget Sound that serve the trawlers.

Prior to the 200-m ile lim it on dom estic w aters in 1976, the fleet was entirely foreign. After Congress passed  the Magnuson-Stevens 

Act3, there was a period  o f transition to jo in t ventures, with U.S. vesse ls delivering their catch to foreign factory sh ips. Now, the 

A la ska  fishery is com p le te ly  "Am erican ized ,” m eaning TOO percent o f the quotas are harvested and p rocessed  by Americans.

A lthough com bined em ploym ent in these industries dec lined  slightly between 1994 and 2003, processing  o f fresh and frozen 

packaged  sea foods ha s  enjoyed dram atic growth, w h ich is reflected in the increased em ploym ent in sea food  processing. Puget 

S ou nd  seafood p rocesso rs added  workers between 1994 and 2003, in part due to re-classifying at-sea p rocessors (formerly 

c la ss ified  as factory trawlers) a s  sea food  processors. F ishing fleet employment, w h ich totaled 8 ,726  workers in 1994, has declined 

to 5 ,950  due to harvest level quotas and rec lassifica tion .'1

In 2003. the A laska-re la ted portion o f Puget Sound regional fish ing  jobs was 5,950 with $482.5 m illion  in earn ings. Com parable 

figures for Puget Sound  sea food  processing  were 4,144 jobs, w ith a payroll o f $188.3 m illion.

These direct im pacts are substan tia lly  exceeded by the indirect im pacts that arise from the purchase o f good s  and services by the 

fish ing  fleet and the spend ing  o f worker earn ings in the region. A ll 62  sectors of the regional econom y are  affected to som e degree 

by Puget Sound fisherm en harvesting fish  w ith in A laskan  and North Pacific waters (Tabie 8).

Table 8. Economic Impact of the Puget Sound Fishing Fleet, 2003

Outpu t ($ M illions) Jobs Labo r Earn ings ($ M illions)

D irec t Im pact

Fishing Fleet $659.5 5,950 $297.0

In d ire c t Impact

Natural Resources $7.0 53 $0.9

Manufacturing $172.0 918 $42.5

Construction $6.1 90 $3.3

Transportation $28.9 246 $10.9

Utilities and Communications $40.2 157 $9.2

Trade $121.4 1,909 $52.6

Finance, Insurance and Real Estate $109.6 602 $33.9

Services $134.5 2,147 $79.5

Total, Indirect Impact $619.7 6,122 $232.8

TOTAL IMPACT $1,279.2 12,072 S529.S

1 See glossary entry on Mag-uson-SIexens Act.
* According to the U.S. Bureau o l labor Statistics and the Washington Department ol Employment Security, employment on fishing trawlers Is classified 

as fishing (leel; employment on al-sea processors is classified as sealood processing. Much ol the decline in Ihe fishing licet is due lo this change In 
classification lo sealood processing.
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Only n ine nations exceed the total seafood production volum e harvested from A laska  and the North Pacitn., about 3.8 b illion  

pounds annually, more than h a lf the U.S. total (Figure 17). In 2003, the ex-vessel va lue o f  A laska  sea food  harvest (the am ount pa id 

to boats) was $739  m illion , s ligh tly  more than ha lf o f its 1994 level o f $1.4 b illio n  (Figure 18).

! ’ CRAB HALIBUT ■  HERRING OTHER GROUNDFISH OTHER SHELLFISH ■  SABLEFISH s a lm o n  B other
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S a lm o n  rem a ins v ita l to  A la sk a n s  becau se  o f the jobs it p rov ides there a n d  the life s ty le  that goc-s w ith  be ing  a fisherm an . 

The m ost rap id  grow th in the la st few de cad e s  has been g round fish , in c lu d in g  cod , p o llo ck , sab le fish , flounder, and o ther 

"b o tto m fish "  u sed  for p rodu cts  such  a s fish  sticks, fish  and ch ip s, and  surim i. In term s o f vo lum e, g round fish  sp e c ie s  now  

a cco un t for over th ree-fourths o f the tota l (Figure 17).

Page 28



M
IL

UO
NS

 
OF

 
D

O
LL

AR
S

W hile  the ex-vessel va lue of the sa lm on catch has genera lly dec lined  since the early 1990s, the A laskan  fishery "portfo lio " has 

becom e more d ive rs ified  in recent years.
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Source: Alaska Commercial Fisheries Entry Commission

Page 29



S E R V IC E S
A laska  is  an im portant market for Puget Sound supp lie rs provid ing business, p ro fess iona l and persona l services. M any of these 

serv ices are exported fo r fina l use or consum ption in A laska. Others, notab ly education  and health services, are "consum ed " by 

A laska  purchasers w h ile  in the Puget Sound region. The export va lues shown be low  were derived by surveying the largest firm s in 

each service industry sector regarding their share o f total bus iness receipts from A laska  clients. The responses were then weighted 

by the s ize o f each firm w ith in its sector. Impressive as these num bers are, they do  not in c lude  the A laska-based activity o f Puget 

Sound firm s' regional o ffices  in  A laska, s in ce  such on-site sa les d o  not meet the de fin ition  o f an "export" from Puget Sound.

Tablu 9. Puget Sound Services Exports, Jobs and Labor Earnings Related to Trade with Alaska, 1994 and 2003

Value ol Export It Millions) Jobs Labor Earnings ($ Millions)
Sector 1994 2003 1994 2003 1994 2003
Business Services $172.6 $322.3 6,836 4,932 $2093 $358.3
Health Services $51.9 $120.9 3,924 5,686 $138.8 $2293
Educational Services $10.5 $23.5 295 617 $5.4 $21.3
Other Services $72.1 $208 5 8,144 12,108 $149.7 $290.6
TOTAL $307.1 $675.3 19,199 23,343 $503.2 $899.5

Note: Value of exports and labor earnings are in millions of current dollars. Other services include personal services and legal services.

B u s in e s s  S e rv ic e s
The Puget Sound reg ion is one  of the nation's lead ing  providers of bus iness services. This sector in c ludes advertis ing , eng ineering , 
architectural and surveying firms; testing laboratories; and accounting , fin anc ia l and  manageria l consu lting . The most rap id ly 
grow ing Puget Sound-based service sector industry is software; w orldw ide export sa les of software were estim ated at $8 b illio n  in 
2003. As a deve loped  econom y. A laska’s dem ands are proportional to its s ize for the full range of these bus iness services.

Education
For A laskan youth and young  adu lts , W ashington is one  of the "magnet” states for pursu ing  post-secondary education 
opportun ities . A s ig n if ican t share of A laskans trad itiona lly attend h igher educa tion  institu tions outs ide of the ir state. However, 
2003 s igna led a turn ing po int, w hen  for the first tim e in Alaska's history, more than ha lf o l the state's college-bound students 
stayed hom e to study. H istorically , Alaska has one o l the h ighest out-migration ra les in the nation , particu larly am ong o lder youth 
and young adu lt age groups. A high percentage of those w ho  leave to study at out of stale post-secondary schoo ls do  not return to 
Alaska. (Hadland, 2004).

G iven its popu la tion size , there is ne ither a law  schoo l nor a m ed ica l school in A laska. For those A laskans w ho  seek to enter 
these professions, Seattle-based institu tions are a lead ing  source of educa tiona l opportun ities . For instance , the University of 
W ash ington reserves u p  to 30 open ings a year for m ed ica l students from Alaska. The Seattle University Schoo l of Law has a specia l

scho larsh ip  program for deserv ing A laskans.
S choo ls  in Ih e  Puget Sound region where Alaska 
students spend $500,000 or more per year on 
tu it ion , fees and educa tion related costs  inc lude;

• The Art Institute of Seattle
• Pacific Lutheran University
• Seattle Pacific University
• Seattle University
• University of Puget Sound
• University of W ash ington
• University of W ash ington M ed ica l Schoo l
• Western W ash ington University

In 2003, an estim ated $23.5 m illio n  was spent by 
1,066 Alaska students on Puget Sound based post- 
secondary educa tion . These expend itures support 
617 direct jobs in h igher education institu tions in 
Puget Sound .

The University of Washington Medical Center in Seattle. Photo by Mary Levin,
University of Washington.



H e a lth -C a re  S e rv ic e s
As patients in hosp ita ls  and c lin ics, many A laskans "consum e” world-class health-care serv ices in Puget Sound. Harborview 

M ed ica l Center is the Pac ific  Northwest’s on ly  Level 1 burn and trauma center. Ch ild ren 's H osp ita l and Regional M ed ica l Center in 

Seattle provides te lem ed ic ine  programs and  specia lty c lin ics for critically  ill and injured ch ild ren throughout the Pac ific  Northwest 

and A laska. These health-care services qua lify  as "exports," for w hich the non-resident custom er travels to the source o f supply. 

The estim ated va lue o f m ed ica l services purchased in 2003 by A laska  residents in Puget Sound  is based on hosp ita l charges and 

phys ic ians ' fees ca lcu la ted  for in-hospital and out-of-hospita l services. In 2003, over 2,100 A laskans were d ischarged from Puget 

Sound  area hosp ita ls . The va lue o f exports in health-care services more than doub led  between 1994 and 2003, but a portion o f the 

in crease was due to the esca lating  costc i f  health care.

Table 10. Components of Puget Sound Health-Care Exports to Alaska, 1994 and 2003

Health-Care Component
Value of Exports ($ Millions)

1994 2003
Hospital Charges S36.1 $84.1

Doctors'Fees (In-hospital) $144 $335

Doctors'Fees (Out-hospilal) $1.4 $3.3
TOTAL S51.9 3120.9

A laskan s ’ expend itu res in Puget Sound hosp ita ls  and c lin ics  directly support 2,086 health care workers.

O th e r  S e rv ic e s
This category covers so c ia l and personal services, includ ing  recreation and amusem ent, and serv ices that may be either bus iness 

or personal, notably legal sen/ices. In 2003, service exports from these categories were va lued  at an estim ated $208.5 m illion, 

creating 12,108 jobs and  $290.6 m illion in labor earnings.
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F e d e ra l  G o v e rn m e n t:  P ro c u re m e n t  in  A la s k a
Ever s ince  the purchase o f A laska  from kuss ia  in 1867, the federal government has p layed a. i important role in the state econom y. 

The U.S. government contro ls huge defense assets, ow ns alm ost two-thirds o f the state 's acreage, has a spec ia l re la tionsh ip with 

A la ska 's  ind igenous peop le  and  he lps protect the state ’s vast 6,640-m ile coastline.

Army Slryker vehicles go on board ship at the Port of Tacorna. 
Photo by Kathleen Tomandl, Port af Tacoma.

On a per cap ita  basis, A laska  ranks first in the nation 

in federal government spending. Annual federal 

spend ing  is  now at $11,750 for every A laskan, eighty 

percent more than the national per capita average 

o f $6,630 (Figure 20). W h ile  federal government 

expenditures have declined as a percentage o f the 

A laskan  economy, federal spend ing  still accounts for 

38 percent o f personal incom e for A laskans. A  recent 

study (Goldsm ith, 2003) estim ated that federa l 

spend ing  directly creates 38,000 jobs in A laska, 

w ith an add itiona l 58,000 indirect jobs. A ll told, 

federa l spend ing  supports one-third o f the current 

em ploym ent base in A laska  (Goldsm ith, 2003).

Trends during the 1990s ind icated the federal 

governm ent's role in the A laska econom y would 

like ly  d im in ish. M ilitary bases were c lo sed  and 

dow nsized, and civ ilian agencies went through a 

period o f retrenchment. Federal do lla rs spent in the 

state actually declined between 1993 and 1995. In 

current dollars, the dec line  was from $4,632 b illion  

in fisca l year 1993 to $4,497 b illion  in  1994 to 

$4,230  b illion  in 1995.
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Source: U.S. Census Bureau. Consolidated Federal funds Report, various fiscal Years
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But the trend has changed dram atically. Som e econom ists view  federal spend ing  as the lead ing cau se  for A la ska 's  econom ic 

expansion . And th is growth is not com ing from the "trad itiona l” condu its  o f  spend ing. Neither m ilitary force levels no rc iv ilian  

em ployee numbers have recovered, although they have stab ilized  and have seen som e recent growth. Instead, federa l money 

flow ing to local and state governm ents has grown dramatically, particularly expenditu res for procurem ent contracts from the U.S. 

Depar ent o f Defense (Figure 21).

1994  19 1996  1997 1998  1999  2 00 0  2901  2 0 0 2  2 0 0 }

PRIME CONTRACTS (LEFT SIDE) ■ PAYROLL OUTLAYS (LEFT SIDE) MILITARY PERSONNEL (RIGHT SIDE)

Source: U.S. Department ol Defense, Directorate for Information Operations and Reports. Allas and Oalo Abstract for the U.S and Selected Areas.
Various fiscal Years.

Incieased  federal governm ent grants to loca l anu state governments, tribes and bus in esses fund an in cred ib le  array o f activ ities 

in A laska. Grants p rov ide money for bu ild ing  highways, airports, hosp ita ls, and wastewater treatment fac ilities. They a lso  help 

pay for health care services, em ergency re lie f services, legal services, tribal se lf governance, fisheries  research and management, 

University of A laska  program s and the posta l bypass subsidy. Further traditional bene fits  for M ed ica id , welfare, food stam ps and 

unem ploym ent insurance a lso  accrue to A laskans.

Puget Sound supp lie rs and firms benefit from the increased federal spending, For many in frastructure projects, Puget Sound 

construction com pan ies have been awarded procurem ent contracts — either d irectly or indirectly, as subcontractors. In 2003, the 

va lue o f exports related to federa l construction contracts in A laska  am ounted to $86  m illion, supporting  1,295 w orkers w ith V (7 .i 

m illion  in wages and sa laries in Puget Sound.
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M A N U F A C T U R IN G
D espite A laska 's steady growth in manufacturing, more than one-fourth o f Puget Sound exports to A laska  continue to fa ll in to th is 

category • $970 m illion  in 2003. th e  va lue o f exports of Puget Sound-m anufactured goods has grown in current dollars. However, 

in constant do lla rs (removing inflation), the gains were modest: only 1.5 percent over the nine-year period. The largest com ponent 

of manufacturing exports may a lso  prove the most lasting: food products. Econom ies o f sca le  created by a large consum er market 

and relative proxim ity to major agricultural regions provide a firm basis  for Puget Sound  to m aintain its pos it ion  as a long-term 

supp lie r o f food products to A laska.

The rem ainder of m anufacturing is rem arkably w ell-ba lanced across a range o f products.. Apart from food products, several 

categories exceeded $50  m illion  in 2003 exports: petroleum products, fabricated and structural metals, e lectrica l and industria l 

machinery (including instruments), w ood products and furniture, transportation equipm ent, and chem icals.

Table 11. Puget Sound Manufacturing Exports, Jobs and Earnings Related to  Trade with Alaska, 1994 and 2003

Value ol Exports (S Millions) Jobs Labor Earnings ($ Millions)
Sector 1994 2003 1994 2003 1994 2003
Food Products $157.4 $162.5 811 780 525.5 $31.5
Petroleum Products $135.7 $124.7 155 162 $8.6 $112
Fabricated and Structural Metals $89.2 $111.1 798 1,023 $24.4 $39.8
Machinery, Instruments $82.9 $117.5 797 963 $332 548 5
Wood Products and Furniture $725 $89.1 914 742 $28.1 531.2
Transportation Equipment $66.0 $114.8 1,046 1,254 540.3 $70.5
Chemicals $60.2 $70.8 195 202 $12.0 $13.3
Pulp, Paper and Paperboard $48.2 $441 257 251 $11.1 $120
Cement, Stone and Class $45.1 $63.4 525 464 $192 $24 2
Primary Metals $337 $44 4 182 220 S72 599
Other S25.S $28.7 1.016 912 $26.6 $34.8
TOTAL $816.8 $971.0 6,696 6,973 $236.2 $326.8
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Kenworth I rucks are among Ihe manufactured goods shipped nodh from Pugel Sound. Photo courtesy of Kenworth Truck Company.

W h a t ’ s  A h e a d  l o r  t h e  A l a s k a - P u g e t  S o u n d  P a r t n e r s h i p ?

A s  always, the ou tlook  for the A laska-Puget Sound  trade partnersh ip depends on growth and change w ith in  the A laska  economy. As 

the A laska  market expands, w ith increased econom ic activ ity and population, trade between the two reg ions w ill likew ise  increase.

For the fo reseeab le future, A la ska ’s econom y w ill con tinue to be dom inated by the com m odity-producing industries o f petroleum, 

hard rock m ining, and  seafood, com b ined  w ith tourism, federal spending, and in ternational trade. Dependence on these industries 

m eans that the A laska  econom y w ill be in flu enced  by bu s in e ss  cycles as com m odity prices respond to world market conditions. 

A lthough the ex istence o f such cycles is acknow ledged, their 'im ing is d ifficu lt to forecast.

In general, econom ic forecasters are cau tious ly  upbeat about the econom y in Alaska. A laska  I _s experienced 16 consecutive years 

o f  job growth and is expected to add two m ore years to that streak in 2004 and 2005.

The preferred Trans-Canada gas p ip e lin e  project w ou ld  be  substan tia lly  larger than was the Trans-A laska o il p ipe line . The overall 

e conom ic  bene fits  a ls o  w ou ld  d iffer substan tia lly , because  many jobs and  oppo rtun it ie s  w ou ld  be generated in Canada as well. 

A lso , ra il transport w ou ld  p robab ly  be used  m ore than in 1976 for m oving m ateria ls -  in  part be cau se  the heav ie r stee l can 

m ore eas ily  be m oved by rail and  com p ly  w ith load-lim it issues. A lso, w h ile  the Ports o f Tacom a, Seattle  and Anchorage would 

rem ain  the key gatew ay ports, add it iona l seaports  w ou ld  be se lected  that offer c lo se  proxim ity to  C anada 's  rail system  and direct 

sh ipm en ts  from Asia .

r  deral government spend ing  is  d ifficu lt to forecast due to the conflicting  dem ands o f m ilitary security, the federal budget and 

po lit ics. The recently announced  g loba l restructuring of U.S. military insta lla tions is  expected to bene fit A laska  and w ill likely result 

in expanded  operations at Fort R ichardson and Fort W ainwright. Add itiona l forces w ill be com ing to A laska , add ing  b illion s  o f dollars 

to the econom y. M ore so ld iers w ill be s ta tioned  in A laska , w h ich after many years o f dec lin e  is experiencing  a rebound and currently 

has more than 26,000  m ilitary personnel.

Federal de fense procurem ent, particu larly for th e  m iss ile  de fense program currently underway, w ill present enorm ous opportunities 

fo r contractors based  in both A laska  and Puget Sound. A  m iss ile  intercept? "as been in sta lled  at Greely a s  part o f the ground 

based  m iss ile  defense, and p lan s  ca ll for in sta lling  five others by the end of 2004 and 10 more by late 2005.
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The U.S, Departm ent o f  D efense has added  the Port o f Anchorage to a short list o f strategic ports o f  departure. This w ill make 

it eas ier for Anchorage to obta in  federa l funding for a massive, $300  m illion  port expansion  project that Is currently underway. 

Tacoma is am ong o ther major ports that are designated as strategic, further strengthening the Puget Sound  partnersh ip and Ihe 

potentia l fo r major sh ipm ents  o f m ilitary supp lies.

In the near-term, A laska  w ill con tinue to be  dependent on federal spend ing  across m ultip le  sources -  project grant funding, formula 

grants, highway and transportation construction projects, benefits to in d iv idua ls, and  defense. A la ska 's  congressiona l delegation 

has been instrum ental in  procuring m uch o f th is funding because o f the seniority it enjoys, but there remain legitim ate concerns 

about the day of reckon ing when the state w ill lo se  its po litica l in fluence and Ihe do lla rs that go w ith it.

Certainly, federa l fund ing  w ill con tinue  to flow, regardless o f who ho lds  seats in the U.S. Congress. Yet. with more than two-thirds 

o f the state's econom ic activ ity dependen t on two major sectors -- petroleum  and the federa l governm ent -  and with many o f 

the goods and sen/ices for those sectors com ing from Puget Sound com pan ies, the state and its trad ing partners are particularly 

vu lnerable.

C o n c l u s i o n

The Puget Sound -A la ska  pa rtnersh ip  has endured, expanded, and evolved over 100  years. One partner is a sto rehouse of 

resources, w h ile  the o the r p rov ides goods and services, Beneath th is h igh ly  v is ib le  activity, a "qu ie t connectio n ” o f basic  

econom ic ti s has b oun d  these partners. The va lue  o f goods and serv ices that Puget Sou nd  prov ides to meet the needs o f 

A la skan s  has in creased  s.ead ily . At Ihe sam e time, A laska  resources con tinue  to p lay a v ita l ro le in  the Puget Sound econom y

The geog raph ic  d is ta n ce s  that sepa ra te  Puget Sou nd  and A la ska  from the rest o f the U n ited  S tates have som etim es been 

co n s id e re d  an e co n o m ic  d isadvan tage . Yet each  o f the partners con tinu es  lo  attract p e o p le  from  other parts o f the country.

In a dd it ion , each  pa rtne r e .ijoys a u n iq u e  geog raph ic  pos it io n  on the Pa c if ic  R im  and  a cce ss  to Ch ina  and o ther fast-grow ing 

A s ian  econom ies.

Ih e  fo rtunes  o f b o th  pa rtne rs  have  b een  strong ly  a ffe c ted  by a few  m ajor in d u s tr ie s . C om pa red  to the U.S. average, 

th e  e co n o m ie s  o f Pu ge t S ou n d  and  A la s k a  are h igh ly  c o n ce n b a i But a s  each  pa rtner grows, there  is  a trend tow ard 

d iv e rs if ic a t io n  and  a b ro a d e n in g  o f the  econ om ic  base . Th is p ro cess  is a ffe c ted  by b u s in e s s  cy c le s  in the  dom inan t 

in d u s tr ie s  and  is  not a lw ays  sm oo th . Yet over tim e, bo th  partners have  show n  rem a rkab le  re s ilie n ce , Though o il 

p ro d u c t io n  is  cu rren tly  on a d e c lin in g  path, A la s k a  is  now  In its  s ix te en th  yea r o f  ove ra ll e con om ic  grow th. A nd  the Puget 

S o u n d  reg ion  ha s  b e g u n  on ce  a ga in  to post net job  g a in s  a fte r a p ro trac ted  reg ion a l re ce ss io n .

W h ile  the pa ce  o f grow th and  the  tim ing  o f the cyc les canno t be p red ic ted  p rec ise ly , the future strength o f the pa rtnersh ip  

is  certa in . Its en d u ran ce  is  b a se d  on the v ita lity  o f  both A la ska  and Puget Sound, reg ions that have  a rem arkab le  range o f 

com para tive  a dvan tages  b a se d  on resources, proxinvty, and  econ om ie s  o f sca le . These p rov ide  com p e llin g  log ic that the  two 

partners w ill co n t in u e  to  v iew  each  o ther as in tegral parts of their e conom ic  future,
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A p p e n d i x :  M e t h o d s  a n d  A p p r o a c h

The Puget Sound Input-Output Model
The princ ipa l econom ic ana lys is  tool used lo  measure A laska-related im pacts on export industries is the Puget Sound Input-Output 

(PSIO) m odel, w h ich takes in to account the d irect im pacts and the com plex inter-industry connections in 62 sectors of the regional 

econom y. The PSIO m odel is  adapted  from the W ashington State Input-Output m odel, a series o f state-sponso 'd  stud ies o f  the 

sta tew ide econom y dating b a ck  to 1963 and m ost recently updated to the year 2003.

For resource related industries, a variety o f survey and analytical m ethods were used  to supp lem ent the model. The basis for 

running the m odel was a com b ination  of survey and non-survey data gathered for th is  study from each sector.

A s in the previous update, the Puget Sound region Is de fined  as the counties o f King, Kitsap, Pierce, Skagit, Snohom ish, and 

W hatcom . In the in it ia l 1985 study, seven sm a lle r counties were a lso  included: C la llam , Grays Harbor, Island, Jefferson, Mason, 

San Juan, and Thurston. Tire narrowing o f the study area m eans that data on the A iaska-Puget Sound partnersh ip have a tendency 

to understate real growth du ring  the n ine year (1985-1996) period. However, th is is a relatively m inor factor. The excluded counties 

conta in  about one-tenth the popu la tion  o f the in c luded  s ix  counties and, w ith econom ies heav ily  dependent on natural resou. te- 

related industries and  state government, their share o f exports to A laska  is even low er than the ir relative population.

A  deta iled  d iscu ss ion  o f the ana lytica l approach utilized  in th is study is in c luded  in the Puget Sound Input-Output model. This 

d iscu ss ion  presents the background  on estim ating Puget Sound shares o f econom ic activity, u se  o f the derived econom ic 

m ultip liers, and a deta iled  tab le  o f econom ic im pacts.

Sources o f  data and survey results used in estim ating I get Sound exports are then presented. A  d iscuss ion  ensues on the 

se lection  ot the base  year; treatm ent o f the Puget Sound fish ing  and petroleum  sectors, the transportation services sectors, and the 

A laskan  cru ise industry.

One o f the most im portant uses  o f the input-ou'put m odel is that it serves as the b a s is  for estim ating  the m ultip lier or "ripp le " 

effects o f changes in  exports (or other types o f  expenditu res not bas ica lly  dependen t on changes w ithin the reg ional economy) for 

one s r :tor of the econom y upon  other sectors. Because the m ode l takes in to cons ideration  the com plex inter-industry connections 

in  the regional econom y, ca lcu la ted  im pacts w ill in c lude  not only those peop le  d irectly invo lved in producing goods and services for 

export, but a lso the ind irect im pacts, such as the increase in work and job s in industr ies supp ly ing  direct-export bus inesses. It a lso  

in c ludes im pacts induced  by the spend ing  o f in com es earned In export-related jobs.

In th is study, research was focused  on estim ating the dem and in A laska  for goods and serv ices produced by bus in esses in the 

Puget Sound region. These in clude the profusion o f output from m anufacturing concerns in the region - food products, wood 

and paper products, m achinery and metals, chem ica ls  and refined petroleum , and  so on. A lso  in cluded  is  the w ho le  range of 

p ro fess iona l and bus in ess services, includ ing  software, accounting, advertising, eng ineering, legal, and m anagem ent consu lting 

services. Because o f its sparse population, northern clim ate, and relatively undeve loped  industria l base, A laska  must im port a 

large proportion o f its food, consum er goods, and inputs necessary for production. By far, the largest portion -  about 95 percent 

-  o f th ese  goods travel to A la ska  by water. Due to its geograph ica l proxim ity to A laska , and its status as a high ly deve loped center 

o f dom estic  and in ternationa l transportation, Puget Sound 's  seaports are the starting po int for the bu lk o f goods flow ing to A laska.
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Use of Economic Multipliers
The m u ltip lie rs u sed  in th is  study are known as Type II m u ltip lie rs. A lthough Type II m u ltip lie rs are on ly  one o f severa l types o f 

m u ltip lie rs ava ilab le , they are  most com m only used  in reg iona l econom ic im pact ana lys is , Type II m u ltip lie rs  m easure the d irect 

effects on a va riab le  (in th is  case  jobs and earn ings) p lu s  the ind irect Im pacts that a rise  as the result o f  in ter industry linkages, 

and the Impact in du ced  by hou seho ld s  spend ing  in com e pa id  to them. Th is concep t assum es that there is an a ssoc ia t ion  

between Industry output and  hou seho ld  incom e, and a further a ssoc ia t ion  betw een hou seho ld  spend ing  and incom e. O ther 

types o f  m u ltip lie rs  may exc lude  hou seho ld  spend ing  (Type I), or they may in c lude  sta te  and lo ca l governm ent spend ing  (Type 

III). Type IV m u ltip lie rs  a lso  in c lude  investm ent spend ing , on the a ssum ption  that th is  is d irect "  Jo n s ' to dem and for 

output. Types III and  IV are genera lly  larger than Type II and  are gener. Ily con s id e red  more specu lative.

The reader shou ld  be  aware that there are many com m on m isconceptions about m ultip liers. For Instance, there is no such thing 

a s  "the" m ultip lier for an industry. For any industry, there are any number o f m u ltip liers depend ing  upon the form In which the 

m ultip lier is  expressed, the variab le under consideration and  other factors. The cho ice  o f unit can  m ake the sam e m ultip lier look 

larger or smaller. M u ltip lie rs  in  static m ode ls (such as those  in the Puget Sound Input-Output M odel) are tim eless. Production 

adjustm ents may take  p lace in antic ipation o f changes in market dem and, or in contrast, reaction time may lag  resulting in delayed 

m ultip lier re s p o n d s .

Prior s tud ies (Conway, 1977; Chase, 1996) have shown that m ultip liers do change over time. There are several reasons why 

m ultip lier va lues change. First, technologica l changes and Inventions of new products/processes alter input purchasing patters. 

Second, relative p rice  changes across com m od ities induce  substitu tion o f  the relatively cheaper inputs for the more costly ones. 

Finally, changes in in terreg ional and/or international trade patterns (due in part to changes in transportation costs and exchange 

rates) cou ld  substantia lly  a lter patterns o f  trade, and hence m ultip lier values.

Estimating Puget Sound Shares of Washington State Economic Activity
In order to ca lcu la te  the extent o f im pacts of A laska  trade on  the Puget Sound region, it is  necessa iy  to construct and app ly  a 

"shares m ode l." Th is m odel conta ins estim ates o f the Puget Sound region’s shares o f Ihe 62 sectors o f the W ashington State 

Input-Output m odel. "Sha re s" here refers to what proportion n f the state 's econom ic activ ity is found in the six-county geographic 

region o f Puget Sound  covered in th is study. These six counties are King, Kitsap, Pierce, Skagit, Snohom ish , and Whatcom . For 

most sectors o f the econom y, it was assum ed that the reg ional share of em ploym ent in  a particulu. sector w ou ld  be proportional 

to the reg ional share o f output in that sector. Data from the W ashington State Em ploym ent Security Department (Employment and 
Payrolls in Washington State by County and Industry, con fiden tia l unpub lished  file s  by establishm ent), supp lem ented  by pub lished  

data from U.S. Bureau o f Econom ic Analysis, were utilized to derive estim ates of the six-county Puget Sound share o f employment, 

and by inference, o f  output and  impacts.

A lthough data re liab ility  on agricu ltura l em ploym ent has im proved in recent years it rem ains im paired by the h igh  num ber of 

subcategories o f agricu ltu ra l production  w ith w ide ly  d iffe r ing  re la tionsh ips  of em ploym ent and output. Data con ta ined  in the 

Washington State Agricultural Statistics, 2003, pub lished  by the W ashington State Department o l Agriculture in the form of county 

or d istrict shares o f p roduction  for va rious agricu ltu ra l com m od ities , was u sed  to estim ate the Puget Sound  share o f oi ipu t in 

input-output sectors 1-6. For em ploym ent in rail transportation (input output sector 66), data were utilized  from the U.S. Bureau of 

Econom ic Analysis, supp lem ented  by in form ation from various regional labor econom ists with the W ash ington State Em ploym ent 

Security Department. The estim ate o f the Puget Sound share o f the U.S. P o s t .1 Service (USPS) was provided by Ihe W ashington 

State Em ploym ent Security Department, supp lem ented by Information provided by the USPS Seattle Reg ional Office.
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The fo llow ing  tab le prov ides the estim ates o f  the Puget Sound regional share o f each o f the 62 sectors o f  the input-output model. 

These were used in constructing  a Puget Sound  regional input-output m odel for the year 2003, which in  turn was used to calcu late 

the Puget Sound share o f ind irect jobs, earn ings, and output.

Table A-1. Puget Sound Shares uf Washington Stato Economic Activity, 1994 and 2003

Input-Output Industry Share (In Percents)
No. Sector Name 1994 2003
1 Field arid Seed Crops 3.0% 3.2%

2 Vegetable and Fruits 4.8% 3.9%

3 Livestock and Products 37.7% 38.3%
4 Other Agriculture 56.8% 56.7%

5 Fisheries 78.0% 81.1%
6 Forestry 18.6% 18.2%
7 Mining 29.2% 30.0%

8 Meal Products 47.3% 39.4%

9 Dairy Products 64.2% 67.6%

10 Canning and Preserving 38.7% 38.1%
11 Grain Mill Products 72.2% 67.9%

12 Beverages 47.5% 45.1%

13 Other Foods 68.0% 70.4%
14 Textiles 385% 46 4':

15 Apparel 75.6% 82.3%
16 Logging 25.5% 263%
17 Sawmills 46.4% 45.3%
18 Plywood 11.3% 16.6%

1? Other Wood Products 54.8% 59.3%
20 Furniture and Fixtures 770% 848%
21 Pulp Mills 45.3% 44"'

22 Paper Mills 24.1%
23 Paperboard. Other Paper 45.2% ' - i t
24 Printing and Publishing 73 9% 73.8%
25 Industrial Chemicals 39.2% 27.5%
26 Other Chemicals 73.4% 77.0%
27 Petroleum 98.7% 93.6%
28 Glass Products 88.2% 87.3%
29 Cement, Stone and Clay 62.9% 60.0%
30 Aluminum 22.4% 34.3%
31 Other Primary Metals 40.0% 38.8%

Page 40



Table A-1. Puget Sound Shares of Washington State Economic Activity, 1954 and 2003 (Continued)

'nput-Output Industry Share (In Percensj
No. Sector Name 1994 2003
32 Structural Melal Products 58.4% 63.2%

33 Other Fabricated .aeials 70.4% 72 5%

34 Industrial Machinery 57.8% 62.4%

35 Computer and Office Equipmenl 32.4% 58.4%

36 Electrical Machinery 58.4% 56.5%

37 Aerospace 98.9% 98.5%

38 Ship and Goat Building 92.6% 89.8%

39 Motor Vehicles 595% 54.4%

40 Instruments 85.1% 84.2%

41 Olher Manufacturing 72.8% 678%

42 Highway Construction 54.1% 58.0%

43 Other Construction 65.8% 69.1%

44 Railroad Transportc'ion 48.7% 53.7%

45 Local and Suburban Transportation 74.4% 771%

46 Motor Freight and Warehousing 63.9% 59.3%

47 US. Poslol Service 67.7% 67.7%

48 Water Transportation 86.4% 86.6%
49 Air Transportation 91.2% 87.3%

50 Pipelines 74 8% 82.6%

51 Transportation Services 84.9% 38.8%

52 Electric Companies 43.6% 39.4%

53 Gas Companies 55.0% 47.3%

54 Other UtiliUes 61.3% 36.1%

55 Communications 74.1% 80.1%

56 Wholesale Trade 69.6% 713%

57 Ealing and Drinking Places 64.7% 66.7%

cn cx
>

I

Other Retail Trade 65.1% 65.2%

59 Finance, Insurance, and Real Estate 74.4% 74.9%

50 Business Services 85.2% 81.3%
61 Health Services 63.1% 62.2%

62 Other Services 65.1% 63.7%

Detailed Table of Economic Impacts

W ithin the text o f th is report, the im pacts in broad industria l categories have been presented. Table A-2 p rov ides full de ta il o f the 

output, jobs, and  labor earn ings im pacts on  the Puget Sound due  to trade w ith A laska  for a ll 62 sectors of the econom y. Colum n 

2 in the table provides estim ates o f direct exports to A laska  from each of the 62 regional sectors. Colum ns 3 th rough A provide 

ih e  d irect im pacts upon each sector in the Puget Sound econom y of every sector involved in export trade with A laska . Co lum ns 5 

through 7 give the total impacts: direct, indirect, and consum ption induced.
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Table A-2. Puget Sound Exports to Alaska, 2003

Puget Sound 
Input-Output Sector

Estimated Puget 
Sound Exports to 
Alaska ($ Millions)

I Puget Sound 
Direct 

Impact: Jobs

Puget Sound 
Direct Impact 

Earnings (f Millions)

Puget Sound 
Total (Dir.* Ind.) 
Impact: Output 
($ Millions)

Puget Sound 
Total (Dir.* Ind., 
Impact: Jobs

Puget Sound 
Total (Dir. *1, id.) 
Impact Earnings 
($ Millions)

l Field and 
Seed Crops

$0.6 5 $02 $1.2 9 $03

2 Vegetables and Fruit $3.9 66 $2.1 $5.0 86 $2.7

3 Livestock $6.6 31 $1.4 $37.7 154 $7.0

4 Other Agriculture $2.3 44 $1.3 $5.3 97 $3.0

5 Forestry $0.0 0 $0.0 $6.5 29 $1.3

6 Fishfciies $0.0 0 $0.0 $3.2 28 $1.4

7 Mining $00 0 $00 $5.3 24 $1.9

3 Meat Products $21.3 57 $1.9 $34.4 91 $3.0

9 Dairy Products $350 61 $3.1 $573 82 $4.1
10 Canning 

and Preserving $29.1 115 $6.0 $382 148 $7.7

11 Gra:n Mill $11.1 19 $0.8 $224 39 $17

12 Beverages $42.8 134 $6.1 $53.1 165 $7.5

13 Other Foods $232 139 $40 $43.5 255 $7.4

14 Textiles $58 46 $1.7 $6.2 < $18

15 Apparel $63 54 $1.9 $130 110 $39

16 Logging $0.0 0 $0.0 $10.8 35 $17

17 Sawmills $369 156 $9.6 $54.2 203 512.3

18 Plywood $2.7 17 $0.6 $3.1 19 $0.7

19 Other Wood $330 249 $8.5 $367 2/0 $92

20 Furniture $16.6 182 $5.9 $19.3 211 $6.8

21 Pulp Mills $0.0 o '  " $0.0 $0.1 0 $00
22 Paper Mills $11.4 33 $2.0 $18.1 34 $2.4

23 Paperboard $32.7 61 $44 $542 217 57.5
24 Printing $44 40 $1.6 $48.5 434 $17.3
25 Industrial Chemicals $55.5 33 $2.2 $67.2 39 $25

26 Other Chemicals $15.3 103 $6.8 $24.8 163 $108
27 Peboleum $124.7 52 $36 $398.9 162 $112
28 Glass Products $46 32 $1.5 $13.1 89 $43
29 Cement and Stone $58.7 331 $17.5 $695 375 $199
30 Aluminum $0.2 1 $0.0 $3.0 12 $0.7
31 Other Primary 

Metals
$442 190 $0.4 $48.4 207 $9.2

32 Structural Metals $81.2 666 $26.5 $84.8 686 $27.3

33 Fabricated Metals $298 212 $7.9 $47.7 336 $12.5
34 Industrial Machinery $J8b 335 $14.2 $61.9 417 $17.7

35 Computer Equip $100 63 $48 $12.5 77 $5.9
36 Electric Machinery $380 238 $10.9 $43.6 269 $12.3
37 Aerospace $00 0 $00 $17.0 49 $36

38 Motor Vehicles $4.4 13 $0.8 $9.0 26 $1.7
39 Ship and 

Boat Building
$110.4 1,056 $584 $123.6 1,180 $653

40 Instruments $29.9 113 $7.1 $37.8 200 $12.5



Table A-2. Puget Sound Exports to Alaska, 2003 (Continued)

Puget Sound 
Input-Output Sector

Estimated Puget 
Sound Exports to 
Alaska (S Millions)

Puget Sound 
Direct 

Impact: Jobs

Puget Sound 
Direct Impact 

Earnings (i Millions)

Puget Sound 
Total (Dir.* Ind.) 
Impact■ Output 
($ Millions)

Puget Sound 
Total (Dir.* Ind.) 
Impact: Jobs

Puget Sound 
Total (Dir.* Ind.) 
Impact Earnings 
($ Millions)

41C iher Manufacture $12.1 129 $4.7 $30.5 319 $11.7

42! iw/. Construction $0.0 0 $0.0 $0.2 2 $0.1
43 Other Construction $86.0 1,295 $47.1 $131.9 1,968 $71.6
44 Railroad Transport $0.0 0 $0.0 $4.6 29 $2.3

45 Local Transport $0.0 0 $0.0 $11.3 254 $6.3
46 Trucking $63.2 637 $25.3 $109.3 1,012 $40.2

47 US Postal Service $12.5 192 $10.0 $24.5 377 $19.5
48 Water Transport $819.2 3,089 $210.3 $910.2 3,108 $211.6
49 Air Transport $570.6 4,275 $195.8 $600.8 4,390 $201.1
50 Pipeline $0.0 0 $0.0 $0.7 2 $0.1
51 Transport Services $377 385 S20.7 $765 777 $41.9

52 Electric Companies $0.0 0 $0.0 $105.0 188 $13.0
53 Gas Companies $0.0 0 $0.0 $27.3 44 $2.9
54 Other Utilities $0.0 0 $0.0 $25.1 273 $10.5
55 Communications $8.1 38 $2.5 $146.4 665 $42.9

56 Wholesale Trade $242.0 1,858 $95.9 $422.3 3,112 $160.6
57 Eating and Drinking S3 6 84 $1.4 $167.6 3,728 $63.7

58 Other Retail Trade $183.9 3,665 $97.3 $512.6 9,436 $250.6
59 FIRE 582.0 651 S3C.6 $6396 3,513 $197.6

60 Business Services $322.3 2,931 $2129 $597.6 4,932 $358.3
61 Health Services $120.9 2,086 $84.1 $361.9 5,6 J $229.3
62 Other Services $232.0 6,092 $149.3 $570.1 12,725 $311.9
TOTAL $3,768.5 32,351 $1,427.9 | $7,115.9 63,619 $2,582.5

Certain sectors have very sm all or no exports to A laska . One that deserves c la rifica tion  is construction. The output of the 

construction industry is by its natu ie not exportable, at least not accord ing to the conven tions o f input-output analysis. W ork 

done  by Puget Sound-based construction firm s ou ts ide  the state is not considered  an export under these conventions. However, 

estim ation o f the va lue o f construction contracts fu lfilled  in A laska  by Puget Sound firms w as m ade separately. The im pacts for 

construction in the tab le are a ll indirect im pacts, w h ich  represent construction work carried out in the Puget Sound  region in support 

o f o ther sectors' A laska  export activity.

Choice of Base Year
Deta iled  econom ic in form ation for the m ost current year -  2003 -  was antic ipated to be ava ilab le  w h ile  th is study w as in process. 

For som e econom ic statistics, there is a cons ide rab le  lag in  receiving timely data. For instance, total tonnage o f goods sh ipped  

to A la ska  via Puget Sound ports was ava ilab le  for 2002 from the U.S. Army of Engineers, W aterborne Com m erce Statistics Center. 

A lthough th is was the m ost recent in form ation ava ilab le  at the tim e the study began, it was determ ined that the industry had 2003 

num be is, w h ich were gathered by survey and  used in th is study.

For A laska , 2003 w as the sixteenth consecutive year o f econom ic expansion; w h ile  in the Puget Sound  region, 2003 s ig na ls  the 

beg inn ings o f an econom ic recovery after a pro longed recession.

Sources of Data
A frequent prob lem  in regional econom ic im pact ana lyses is the lack of hard oata. This study is not an  exception, much o f the 

ana lys is  is based  on estim ates of the d irect exports o f goods and  serv ices for 62 sectors o f the Puget Sound econom y. The export 

estim ates are based  prim arily on in form ation gained through surveys -  v ia  mail, facsim ile, and te lephone -with estab lishm en ts in 

the 62  sectors. The survey questionnaire asked  firm s to prov ide the fo llow ing in form ation for 2003: (1) total va lue  o f production  or 

total revenues; (2) total employment; (3) to ta l wages paid; and  (A) portion o f sa les so ld  to A laska, Table A-3 in d ica tes  the num ber of 

surveys sent and return rates for major categories.
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Table A-3. Survey of Puget Sound Firms
Sector Firms Surveyed Surveys Returned Reto of Return
Manufacturing 125 33 26.4%

Services 145 28 19.3%

Transportation 11 10 90.1%

TOTAL 2S1 72 25.6%

Survey in form ation was supp lem ented  by num erous sources from the federa l governm ent (e.g. Census o f M anu fa c tu re rs ; Census 

o f T ransporta tion , Comm un ica tions , a n d  U tilit ie s ; Census o f Finance, Insurance, a n d  Real Esta te ; U.S. B u reau o f E conom ic Ana lys is 

R eg iona l Econom ic In fo rm a tio n System ); state governm ent (Washington State Em ploym ent Security Departm ent -  em ploym ent and 

wage by estab lishm ent con fiden tia l files); and the private sector (trade pub lications; trade assoc ia tion s; and conversations with 

industry experts).

Education
For som e services, the dem anded  services are not physica lly  exported to A laska; rather A laskan  residen ts travel to the Puget Sound 

region to study. An extensive survey was done  o f two- and four-year educationa l institu tions in  the Puget Sound region to determ ine 

the average annual num ber o f A laska  residents enrolled. Using data supp lied  by the in stitu tions for tu ition  and fees, and for 

average non-educational expenditures, an estim ate was m ade o f Ihe total am ount spem  in 2003 by A laska  residen ts studying in the 

Puget Sound region. In 2 00 3 ,1 ,0 6 6  A laskan  residents were enrolled in Puget Sound in stitu tions of h igher learning. The estim ated 

educationa l expenditures were $23.5 m illion  in 2003.

Health Services
Another service not d irectly  exported to A laska is  health-care services, A statew ide data base  w as utilized  to determ ine the total 

num ber o f A laska residen ts w ho sought hosp ita l treatment in the six-county Puget Sound  region during 2003 and how  m uch they 

pa id  for these services. The W ashington State Departm ent o f Health, O ffice  o f Hosp ita l and Patient Data System s, provided data 

on hosp ita l charges as w ell as an average ratio for doctors ’ fees and hosp ita l charges for patients treated in hosp ita ls . From th is 

w as derived an estim ate o f the total am ount spent for such fees by A laskan  residents. In add ition , an estim ate o f the total va lue  of 

phys ic ians ' services prov ided  to A laska  patients not in hosp ita ls  Tire sum o f these three e lem en ts-hosp ita l charges, phys ic ians ' 

fees in the hospita l, and phys ic ian s ’ fees ou ts ide  the hosp ita l constitu ted the estim ate o f the va lue o f m ed ica l serv ices purchased In 

2003 by A laska residen ts in the Puget Sound.

The Transportation Services Sectors
Exports o f transportation serv ices to A laska refers to revenues earned by Puget Sound transportation com pan ies  sh ipp ing  "ood s  

to A laska. These exports were estim ated based  on in form ation com bined from a num ber of sources. Revenues by transport m ode 

were obta ined from the U.S. Departm ent of Commerce, Bureau o f the Census {1 9 9 2 Census o f  T ranspo rta tion , C omm un ica tio n s 

a n d  U tilit ies ). Ratios o f average revenues per worker and average revenues by ton were estim ated based  on census data with 

con fidentia l em ploym ent file s  from the W ash ington State Employment Department. These revenues were estim ated by transport 

m ode (water, air, and land). In add ition  to freight revenues, im pacts of water and air passenger travel between Puget Sound and 

A laska were estim ated.
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A  variety o f inform ation sources were utilized, in add ition to a separate survey sent to 11 vesse l and barge lines involved in waterborne 

transportation between the Puget Sound and Alaska. The transport m odes analyzed for th is study are listed in Table A-4.

Table A-4. Transportation Services Sectors

Water Transport______________ ___________
Freight (SIC 441,442,443,444)
Passenger (SIC 4481,4489)

_  Marine Cargo Handling (SIC 4491)
Towing and Tugboat Service (SIC 4492)
Water Transport Services, Nec (SIC 4499)

Air Transport
Freight (SIC 451, Part) 
Passenger (SIC 451, Part)

Arrangement of Transport of Freight and Cargo 
Arrangers of Freight and Cargo (SIC 4/3) - Includes Brokers, Freight Forwarders, Consolidators, and Shipping Agents

Motor Freight Transport and Warehousing ________
Warehousing (SIC 42) __________________
Trucking, Except Local (SIC 4213)
Public Warehousing and Storage (SIC 422)

W ith regard to levenue, em ploym ent, and labor earn ings by transport m ode, the princ ipa l sources o f in form ation were the 1997 

Census o f T ranspo rta tio n , Comm un ica tions , a n d U tilit ie s ; W ashington State Em ploym ent Security Department, Em ploym ent and 

W ages (confidentia l files); and con fidentia l mem orandum from the Port of Tacoma and ind iv idua l sh ippers. H ie  latter two sources 

provided listings o f o ther carriers (e.g., truckers), freight forwarders, conso lidators, and w arehousing operations engaged in Ihe 

Alaska-Puget Sound trad ing re lationsh ip.

Revenue estim ates per worker for each transport m ode were first m ade from the Census, based on total em ploym ent for a ll 

com pan ies engaged in the A laska-Puget Sound trade. Since these estim ates were first m ade for the year 1992 and updated for 

1997, estim ates were then m ade for 2003. Total revenues were subsequently  adjusted based  on serv ices a ssoc iated  w ith only 

exports. Estim ated revenues a ssoc iated  w ith trans-shipm ents and im ports were not in c luded  as part o f the trade with A laska. 

Revenue estim ates were cross-checked using add itiona l in form ation from t j  U.S. Department o f Com m erce -  com parison o f 

va lue o f exports at the port of e*| art to the va lue o f expou ut the producing p lant (f.o.b.). For waterborne trade, survey results 

supp lem ented the analysis.

Eleven vessel and barge lines that prov, _• sh ipp ' 'g  services between Puget Sound and A laska  were surveyed regarding the total 

2003 northbound and sou 'hbound  tonnage (total and deta iled  by major com m odity groupings) hau led  between t'uget Sour J  and 

A laska. O f the 11 surveyed, 10  provided in form ation (91 percent return rate w ith an estim ated total coverage o f 98 percent).

Detailed inform ation on  northbound tonnage hau led by m ajor com n od ity  was cross-checked with survey in form ation ob ta ined  front 

m anufacturers in the Puget Sound. The requirem ent here was to separate transsh ipm ents and goods produced elsewhere versus 

those goods m anufactured in the Puget Sound.
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Treatment of the Fishing and Petroleum Sectors
lr. the most recent statew ide Input-Output study, the output of the W ashington fish eries  sector was m easured by the va lue o f the 

catch landed w ith in  state waters ( includ ing the 200 m ile-extent a long  the coast). Consequently, the m u ltip liers assoc ia ted  with 

that sector do not in clude the very cons ide rab le  im pacts o f the A laska  fisheries. However, s in ce  more than 85 percent o f the 

total harvest o f the  Puget Sound-based fleet com es from A laska  and the North Pac ific , th is study es: mates the im pacts on the 

Puget Sound econom y o f those d is tan t waters fisheries, This w as accom p lished  by using  the Puget Sound  Input-Output m odel lo  

ca lcu la te  the output, jobs, and earn ings a ssoc iated  w ith the expenditures o f the Puget Sound-based  fleet fish ing  in the North Pacific 

for the output o f Puget Sound industries.

A  s im ila r procedure was utilized  for the petroleum  refin ing sector in  Puget Sound. S in ce  90 percent o f the total crude o il inputs of 

the Puget Sound refin ing sector com e from the North S lope, the im pact ana lys is  routine estim ates the im pacts on the Puget Sound 

econom y related to that portion of A laska  crude o il inputs.

Alaska Cruise Industry in Seattle
Base in form ation on the A laska  cru ise industry w as ob ta ined  from a Port o f Seattle-sponsored report re leased ‘/ .P ile  th is study was 

in progress. Subsequen t review  of the report’s coverage (John C. Martin A ssoc ia tes, 2004) resu lted in supp lem enta l in form ation 

ob ta ined  from cru ise  operations, particu larly their hom e adm in istration o ffices  based  in Seattle.
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G l o s s a r y  o f  T e r m s

Carrier. The firm that phys ica lly  transports the cargo. Carriers Include steam sh ip  lines, trucking firms, railroads, and a ii earners.

Catcher/Processor. A  com bination fish ing  and processing vessel that uses trawl nets to harvest fish and processes the catch 

on-board. The ab ility  to im m ediate ly process groundfish at sea, rather than de livering the catch to shore-based p rocessing  plants, 

a llow s catcher-processors to  produce lugher-grade seafood products.

c.i.f. Cost, in su rance and freight. A pric ing  term ind ica ting  the cost o f the goods, insurance, and freight are in c luded  

in lire  quoted  price.

Constan t do lla rs  (or "re a l”  dollars). Output va lues converted to a base  price level (e g., 2000), ca lcu l.-ed  by d iv id ing  current or 

actua l do lla rs by a deflator. U se of constant do lla rs e lim inates the effects o f price changes between the year o f m easurem ent and 

the base  year and a llow s ca lcu la tion  o f real changes in output.

D irect effects. The econom ic activity during the first round o f spending, For tourism , th is involves Ihe im pacts on the tourism 

industries (bus inesses se llin g  d irectly to tourists) themselves.

Cx-vesseL Refers to activ ities that occur when a com m ercial fish ing  boat lands or un loads a catch. For exarnp'e, the price received 

by a cap ta in  for the catch is  an ex-vessel price, the do llar va lue that com m ercia l fisherm en receive for their product once  it leaves 

the fish ing  vessel, (A lso ca lled  the docks id e  value).

Fre ight forwarder. Freight forwarders arrange for the transportahY n o f goods in dom estic and international trade. Principa l activ ities 

in c lu d e  adv is ing  custom ers on  sh ip p in g  cond itions, se le cting  the route and earners for the sh ipm ent, arranging for a ll necessary 

transportation, book ing  space, preparing the docum entation required for sh ipp ing, arranging insurance coverage, and arranging the 

paym ent for the sh ipm ent. Freight forwarders are regulated and licensed  by the Federal Maritim e Com m ission.

G ro u n d fish  (a lso  B o ttom fish ). Types o f fish  that res ide on  the ocean  floor. In the North Pac ific , abou t a dozen  spec ie s  

com p r ise  the g round fish  com p lex . They in c lu d e  po llock , Pac if ic  cod, ro ck lish , ye llow fin  so le , and  rock so le , typ ica lly  

ha rvested  by ca tcher-p rocesso rs  and  long llners.

Im pact ana lys is . The process o f  estim ating the im pact of do lla rs from outside the region (“ new dollars") on the reg ion 's economy. 

Im pact ana lys is  typ ica lly  in c ludes only the spend ing of v is itors from outs ide  the region.

In d iv id u a l f is h in g  qu o ta s  (IFQs). A m arket-based  a lternative  to th e  "race fo r fish ."  Currently, th is  fishery  m anagem ent too l 

is  u sed  in  the A la ska  ha lib u t and  sa b le f is h  fisheries. Under an IFQ system , fish in g  p riv ileges are conveyed  to in d iv id u a l 

pa rt ic ip an ts  (vesse ls  or fisherm an) in  the fishery. A fish e rm an 's  quo ta  sha re  represents a percentage o l the Total A llo w ab le  

Catch  in th e  fishery  and  can  b e  leased , so ld  or otherw ise  transferred. The harvest p r iv ileges can  a lso  be  re sc in ded  if the 

p a rt ic ip an t does  not com p ly  w ith fe de ra l fish in g  standards.

Input-output (l-O) m odel. An input-output mode! is a representation o l the Hows o f econom ic activ ity between sectors w ithin a 

region. The m odel captures what each bus in ess or sector m ust purchase from every other sector in  order to produce a do lla r's  worth 

o f goods or services. Using such a m odel, flows o f econom ic activity a ssoc iated  w ith any change in spend ing may be traced either 

forwards (e.g., spend ing  generates em ployee wages, w hich induces further spending) or backwards (e.g., v is itor purchases o f m eals 

le ad s  restaurants to pu rchase  add it iona l inpu ts -  groceries, u tilit ies, etc.). M u lt ip lie rs  for a region may be derived from an input- 

ou tpu t m ode l o f the  reg ion 's econom y.

Long llne: F ish 'ng  m ethod us ing  a horizon ta l m a in line  to w h ich  w eights and ba ited  h oo ks  are a ttached at regular intervals. The 

horizon ta l mai .• is  connected  to the surface by lloats. The m a in line  can extend from several hundred y a id s  to severa l m iles 

and  may conta in  s. veral hundred  lo  severa l thousand  ba ited  hooks.

Longllner: A vesse l spec if ica lly  designed to catch fish  using the long llne fish ing  method.

Magnuson-Stevens Act The M agnuson-Stevens Fishery Conservation and M anagem ent Act was passed  by Congress in  1976 

w ith b ipartisan sponsorsh ip  from W ashington Sen. Warren M agnuson, a Democrat, and A laska Sen, Ted Stevens, a Republican, II 

created a 200-m ile federa l fisheries zone  and eight regional councils  to oversee the U.S. fisheries. The counc ils  operate under the 

authority of the U.S. Departm ent o f Commerce.
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M erchand ise  goods. Export and  im port o f goods— products, supp lies, raw materials, wares, and com m od ities that are movable.

M u lt ip lie rs . M u ltip lie rs  capture the s ize o f the secondary effects in a g iven region, genera lly as a ratio o f the total change in 

econom ic activ ity in the region relative to the d irect change. M u ltip lie rs  may be expressed as ratios o f  sales, incom e or employment, 

or a s  ratios o f total in com e or em ploym ent changes relative to direct sales, M u ltip lie rs  express the degree of in terdependency 

betw een sectors in a reg ion 's econom y and  therefore vary cons ide rab ly  across regions and sectors.

Secondary  effects are the changes in econom ic activity from subsequen t rounds o f respond ing o f tourism  do llars. There are two 

types o f secondary effects:

• Indirect e ffects  are the changes in sales, incom e, or em ploym ent w ith in  the region in  backw ard-linked industries 

supp ly ing  goods and  serv ices to tourism  businesses, fo r  example, the in creased sa les  in linen supp ly  firm s resulting 

from m ore m otel sa le s  is an ind irect effect o f v is itor spending.

• Induced e ffects  are the increased  sa les  w ith in  the region from househo ld  spend ing  o f the in com e earned in tourism 

and  supporting  industries. Em ployees in tourism  and supporting industries spend  the incom e they earn from tourism 

on housing, utilities, groceries, and other consum er goods and services. This generates sales, incom e, and 

em ploym ent throughout the reg ion ’s economy.

S e rv ice . In con tra s t to a good; not e m b o d ie d  in  a p h y s ica l good  an d  typ ica lly  e ffe c ts  som e  ch an g e  in ano the r product, 

p e rso n , or in s t itu t io n .

S h ip p e r . Firm or in d iv id u a l from w hom  the  sh ipm en t is  sent (i.e., the  orig inator o f  the sh ipm ent).

S tevedore . A  firm  or in d iv id u a l w ho  con tra c ts  to lo ad  or d is ch a rg e  a v e s se l’s cargo. In order to  perform  h is  respon s ib ilit ie s , 

the  stevedore  em p loys  " lo n g sh o re m en ,"  w ho  perform  the ph ys ica l w ork o f lo ad in g  and  u n lo a d in g  sh ip s .

TEU  (Tw enty-foot E q u iv a le n t Un it). U sed  a s the s ta n da rd  m easu re  for the co n ta in e r  carry ing  cap a c ity  in  term s o f an 

8x8x.20-ft. s iz e  con ta in e r.

T o ta l e ffects. In im pact a n a ly s is , the sum  o f direct, ind irect, and  in du ced  effects.
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D E W I T T  &  D E W I T T  L L C

PO Box 34761 
Juneau, AK 99803-4761

F e b r u a r y  1 0 , 2 0 0 7

T h e  H o n o r a b l e  B i l l  T h o m a s  

A l a s k a  S t a t e  L e g i s l a t u r e  

S t a t e  C a p i t o l  B u i l d i n g  

J u n e a u ,  A l a s k a  9 9 8 0 1  - 1 1 8 2

R E :  H J R  8

D e a r  R e p r e s e n t a t i v e  T h o m a s .

O n  b e h a l f  o f  t h e  A l a s k a  C h a p t e r  o f  t h e  N a t i o n a l  F e d e r a t i o n  o f  I n d e p e n d e n t  

B u s i n e s s  ( N F I B ) ,  I w i s h  t o  e x p r e s s  o u r  s u p p o r t  f o r  H o u s e  J o i n t  R e s o l u t i o n  8 .  I h e  A l a s k a  

C h a p t e r  o f  t h e  N a t i o n a l  F e d e r a t i o n  o f  I n d e p e n d e n t  B u s i n e s s  h a s  2 , 5 0 0  m e m b e r s ,  m a k i n g  i t  

t h e  la r g e s t  s m a l l - b u s i n e s s  a d v o c a c y  g r o u p  in  t h e  s t a t e .

H J R  8  c o r r e c t l y  r e q u e s t s  t h e  W a s h i n g t o n  S t a t e  L e g i s l a t u r e  n o t  a d o p t  a n  a d d e d  f e e  

o n  a l l  c a r g o  c o n t a i n e r s  s h i p p e d  t o  a n d  f r o m  W a s h i n g t o n  p o r t s  a s  p r o p o s e d  b y  S e n a t e  B i l l  

5 2 0 7 .  S u c h  a  f e e  w o u l d  s i g n i f i c a n t l y  in c r e a s e  t h e  t r a n s p o r t a t i o n  c o s t s  o f  m o s t  g o o d  c o m i n g  

t o  A l a s k a .  T h e  a d d e d  c o s t  o f  e x p o r t s  f r o m  A l a s k a  g o i n g  t h r o u g h  W a s h i n g t o n  p o r t s  w o u l d  

c o m p e t i t i v e l y  d i s a d v a n t a g e  o u r  p r o d u c t s  i n  t h e  m a r k e t p l a c e .

W e  h a v e  a d d i t i o n a l  c o n c e r n s  t h a t  t h e  f e e  i s  i n s t e a d  a  t a x  a n d  m a y  w e l l  b e  

u n c o n s t i t u t i o n a l  i n  t h a t  i t  im p e d e s  i n t e r s t a t e  c o m m e r c e ,  im p o r t / e x p o r t  a c t i v i t y  a n d  th e  

m o v e m e n t  o f  c o n t a i n e r i z e d  c a r g o  a s  g o v e r n e d  b y  f e d e r a l  l a w  a n d  i n t e r n a t i o n a l  t r e a t y .

N F I B  a p p r e c i a t e s  y o u r  w i l l i n g n e s s  t o  c a l l  t h i s  i s s u e  t o  t h e  a t t e n t i o n  o l  A l a s k a ’ s  

S t a t e  L e g i s l a t u r e  a n d  o u r  C o n g r e s s i o n a l  D e l e g a t i o n .  T h e  n e g a t i v e  e f f e c t s  o f  s u c h  u n  

i n c r e a s e  in  t r a n s p o r t a t i o n  c o s t s  w o u l d  h a v e  a  s g n i f i c a n t l y  n e g a t i v e  im p a c t  o n  b o t h  

b u s in e s s e s  a n d  c o n s u m e r s  i n  A l a s k a .

S i n c e r e l y  Y o u r s ,

D e n n i s  L .  D e W i t t  

S t a t e  D i r e c t o r

N a t i o n a l  F e d e r a t i o n  o f  I n d e p e n d e n t  B u s i n e s s

c c :  H o u s e  T r a n s p o r t a t i o n  C o m m i t t e e

H o u s e  L a b o r  &  C o m m e r c e  C o m m : n e e

(907)723-6667 d d e w itt@ g c i.n e t

mailto:ddewitt@gci.net


To the Members of the California State Senate:

1 a m  r e t u r n i n g  S e n a t e  B i l l  9 2 7  w i t h o u t  m y  s ig n a t u r e .

I m p r o v i n g  t h e  q u a l i t y  o f  l i f e  f o r  a l l  C a l i f o r n i a n ’ s  t h r o u g h  c o n g e s t i o n  r e l i e f  a n d  

e n v i r o n m e n t a l  im p r o v e m e n t  h a s  b e e n  o n e  o f  m y  t o p  p r i o r i t i e s  a s  e v i d e n c e d  b y  th e  

i n t r o d u c t i o n  o f  m y  S t r a t e g i c  G r o w t h  P l a n  r e s u l t i n g  in  t h e  e n a c t m e n t  o f  S e n a t e  B i l l  1 2 6 6  

( C h a p t e r  2 5 ,  2 0 0 6 ) .

S e n a t e  B i l l  1 2 6 6  ( C h a p t e r  2 5 ,  2 0 0 6 )  is  th e  la r g e s t  t r a n s p o r t a t io n  a n d  a i r  q u a l i t y  b o n d  in  

t h e  h i s t o r y  o f  t h e  U n i t e d  S t a t e s .  It p r o v id e s  $1  b i l l i o n  in  n e w  f u n d in g  t o  im p r o v e  a i r  

q u a l i t y  i n  C a l i f o r n i a  w h i c h  w i l l  d i r e c t l y  b e n e f i t  t h e  c o m m u n i t i e s  in  a n d  a r o u n d  th e  L o s  

A n g e l e s  a n d  L o n g  B e a c h  P o r t s .  S e n a t e  B i l l  1 2 6 6  a l s o  p r o v i d e s  $1  b i l l  n  t o  a d d r e s s  p o r t  

m i t i g a t i o n  i s s u e s ,  S 2 .1  b i l l i o n  f o r  t r a d e  in f r a s t r u c t u r e  a n d  $ 1 0 0  m i l l i o n  in  p o r t  s e c u r i t y  

f u n d in g .  T h i s  i s  in  a d d i t i o n  t o  t h e  $ 1 4 0  m i l l i o n  a n n u a l l y  f o r  a i r  q u a l i t y  m i t i g a t i o n  

c o n t a i n e d  in  A s s e m b l y  B i l l  9 2 3  ( C h a p t e r  7 0 7 ,  2 0 0 4 )  w h i c h  I s p o n s o r e d  a n d  s ig n e d .

A l t h o u g h  t h e  p o l i c y  o b j e c t i v e s  o f  S e n a t e  B i l l  9 2 7 ,  t o  d e v e l o p  m o r e  s e c u r e  p o r t s ,  

c o n g e s t i o n  r e l i e f  a n d  e n v i r o n m e n t a l  m i t i g a t i o n ,  a r e  la u d a b le ,  t h i s  m e a s u r e  is  f l a w e d  in  it s  

c o n s t r u c t i o n ,  a p p l i c a t i o n ,  l a c k  o f  a c c o u n t a b i l i t y  a n d  f a i l u r e  t o  c o o r d in a t e  w i t h  o t h e r  

p u b l i c  a n d  p r i v a t e  f i n a n c i n g  s o u r c e s  i g n o r i n g  o p p o r t u n i t i e s  t o  l e v e r a g e  a d d i t i o n a l  

f u n d in g .

S e n a t e  B i l l  9 2 7  p r o v i d e s  n o  m e c h a n i s m  f o r  t h e  u s a g e  o f  ( h e  f e e s  c o l l e c t e d  t o  f a v o r a b l y  

le v e r a g e  t h e  b i l l i o n s  o f  d o l l a r s  in  a v a i l a b l e  f u n d in g  to  d e v e l o p  p u b l i c  p r i v a t e  

p a r t n e r s h ip s .  A l t h o u g h  S B  9 2 7  d o c s  g e n e r a t e  f u n d s ,  i f  d o n e  in  a  m o r e  c o o r d in a t e d  

f a s h io n  w i t h  t h e  p u b l i c  a n d  p r i v a t e  s e c t o r ,  f u n d in g  f o r  a d d i t i o n a l  c o n g e s t i o n  r e l i e f  a n d  

m i t i g a t i o n  c o u l d  b e  in c r e a s e d  g e o m e t r i c a l l y .  A d d i t i o n a l l y ,  t h is  m e a s u r e  is  d r a f t e d  to  

i n c l u d e  o n l y  t w o  p o n s  a n d  a p p l i e s  o n l y  to  g o o d s  s h ip p e d  i n  c o n t a in e r s ,  i g n o r i n g  a l l  o t h e r  

f o r m s  o f  s h i p p i n g  a n d  p o r t s  o f  e n t r y .

P u b l i c  s a f e t y  i s  a n d  h a s  b e e n  m y  t o p  p r i o r i t y  w h i c h  i n c l u d e s  i n c r e a s in g  t h e  s e c u r i t y  a t a l l  

C a l i f o r n i a  p o r*  M y  O f f i c e  o f  I I o m e la n d  S e c u r i t y  a n d  E m e r g e n c y  S e r v i c e s  h a s  

a g g r e s s i v e l y  w o r k e d  w i t h  t h e  U . S .  O f f i c e  o f  H o m e la n d  S e c u r i t y  a n d  a l l  o u r  l o c a l  c o u n t ie s  

a n d  c i t i e s  t o  s u p p o r t  t h e m  a s  t h e y  d e v e l o p  t h e i r  l o c a l  p la n s  f o r  p o r t  s e c u r i t y  a n d  i d e n t i f y  

t h e i r  n e e d s .  O v e r  1 2 7  m i l l i o n  d o l l a r s  h a s  l u c n  a w a r d e d  a n d  a l l o c a t e d  o n  a  c o m p e t i t i v e  

b a s i s  to  C a l i f c  r n ia  p o r t s  f o r  s e c u r i t y .  T h e s e  g r a n t s  a r c  b e i n g  u s e d  f o r  p o r t  s e c u r i t y  

t r a in i n g ,  c o m m u n i c a t i o n s  e q u i p m e n t ,  c a m e r a s ,  l i g h t i n g  u n d e r w a t e r  s u r v e i l l a n c e  a n d  

p r o t e c t i v e  e q u i p m e n t  f o r  p o r t  f i r s t  r e s p o n d e r s .  W e  h a v e  a n  a d d i t i o n a l  1 0 0  m i l l i o n  d o l l a r s  

i n c l u d e d  in  t h e  s t r a t e g i c  g r o w t h  p la n  s p e c i f i c a l l y  f o r  p o r t  s e c u r i t y .  A d d i t i o n a l l y ,  w e  a r e  

w o r k i n g  w i t h  t h e  U . S .  D e p a r t m e n t  o f  H o m e la n d  S e c u r i t y  o n  t h e i r  j u s t  a n n o u n c e d  a w a r d  

i n v e s t i n g  o v e r  1 b i l l i o n  d o l l a r s  o n  r a d i o l o g i c a l  a n d  n u c l e a r  d e t e c t i o n  c a p a b i l i t i e s .

A s  G o v e r n o r ,  I h a v e  t r a v e le d  t o  „ o t h  C h in a  a n d  J a p a n  w o r k i n g  t o  im p r o v e  o u r  t r a d in g  

r e l a t i o n s h i p s  w i t h  t h e s e  n a t i o n s  -  t r a d e  th a t  i n c l u d e s  b o t h  im p o r t s  a n d  e x p o r t s .  It is  v e r y  

im p o r t a n t  t h a t  a n y  m e a s u r e  th a t  in c r e a s e s  f e e s  th a t  im p a c t  e x p o r t e r s  n o t  h a v e  th e



u n in t e n d e d  c o n s e q u e n c e  o f  n e g a t i v e l y  im p a c t i n g  th e  s a l e  a n d  d e l i v e r y  o f  g o o d s  g r o w n  

a n d  m a n u f a c t u r e d  in  C a l i f o r n i a .  S B  9 2 7 ,  u n f o r t u n a t e l y  c o u l d  n e g a t i v e l y  im p a c t  t h e s e  

e x p o r t s  a s  w e l l .

F i n a l l y ,  m y  g o o d s  m o v e m e n t  t a s k  f o r c e  i s  d e v e l o p i n g  a  c o m p r e h e n s i v e  r e p o r t  t h a t  w i l l  

p r o v i d e  m o r e  t h o r o u g h  a n d  s t r a t e g i c  d i r e c t i o n  a n d  in s i g h t  o n  w h a t  t h e  b e s t  o p t i o n s  a r e  to  

a d d r e s s  g o o d s  m o v e m e n t  a n d  p o r t  r e la t e d  c h a l l e n g e s .  T h i s  r e p o r t  w i l l  b e  a v a i l a b l e  b y  th e  

e n d  o f  t h is  y e a r .

S u i c c r e l y ,

A r n o l d  S c h w a r z e n e g g e r



am erican  a |) |)am l a  
« 7  footw oar a sso c ia l  ion

T h e  H o n o r a b l e  A r n o l d  S c h w a r z e n e g g e r  

G o v e r n o r

S t a t e  C a p i t o l  B u i l d i n g  

S a c r a m e n t o ,  C A  0 5 8 1 4

D e a r  G o v e r n o r  S c h w a r z e n e g g e r :

I a m  w r i t i n g  o n  b e h a l f  o f  t h e  m e m b e r  c o m p a n ie s  o f  ( h e  A m e r i c a n  A p p a r e l  &  F o o t w e a r  A s s o c i a t i o n  

( A A F A ) - t h e  n a t i o n a l  a s s o c i a t i o n  r e p r e s e n t in g  a p p a r e l ,  f o o t w e a r  a n d  o t h e r  s e w n  p r o d u c t s  c o m p a n ie s ,  

a n d  t h e i r  s u p p l i e r s ,  w h i c h  c o m p e t e  in  t h e  g l o b a l  m a r k e t — t o  e x p r e s s  o u r  c o n c e r n s  a b o u t  S B .  9 2 7 ,  a  b i l l  

t h a t  w o u l d  im p o s e  f e e s  o n  c a r g o  in t e r e s t s  to  p a y  f o r  a  v a r i e t y  o f  p o r t  s e c u r i t y ,  p o l l u t i o n  m i t i g a t i o n  a n d  

h i g h w a y  in f r a s t r u c t u r e  p r o g r a m s  in  t h e  s t a t e  o f  C a l i f o r n i a .  W e  b e l i e v e  t h i s  b i l l  i s  s e r i o u s l y  H a w e d ,  a n d  

w e  w o u l d  h o p e  th a t  y o u  r e c o g n iz e ,  in  p a r t i c u l a r ,  t h e  p o t e n t ia l  v i o l a t i o n s  o f  th e  U . S .  c o n s t i t u t i o n  p o s e d  

b y  t h i s  l e g i s l a t i o n .  T h i s  b i l l  p a s s e d  b o t h  th e  A s s e m b l y  a n d  t h e  S e n a t e  la s t  w e e k .  W e  u r g e  y o u  t o  v e t o  

S B  9 2 7 .

P o r t  I n f r a s t r u c t u r e  / l a s  T r a d i t i o n a l l y  B e e n  P r i v a t e l y  F i n a n c e d :  S B  9 2 7  is  d e s i g n e d ,  in  p a r t ,  t o  

p r o v i d e  f u n d in g  f o r  p o r t  s e c u r i t y  in f r a s t r u c t u r e  w i t h i n  C a l i f o r n i a ' s  p o r t s .  H o w e v e r ,  C a l i f o r n i a ’ s  

in t e r n a t i o n a l  g a t e w a y  p o r t s  o p e r a t e  a s  l a n d l o r d s  f o r  t e r m in a l  o p e r a t i o n s  t h a t  p a y  r e n t  a n d  f e e s  

c o m m e n s u r a t e  w i t h  p o r t  f a c i l i t y  in f r a s t r u c t u r e .  P o r t s  r a i s e  t h e i r  t a r i f f s  t o  p a y  f o r  n o r m a l  b u s in e s s  

o p e r a t i n g  e x p e n s e s  s u c h  a s  in f r a s t r u c t u r e ,  p o l l u t i o n  m i t i g a t i o n  a n d  s e c u r i t y  p r o g r a m s .  T e r m in a l  

o p e r a t o r s  t h e m s e lv e s  m a k e  in v e s t m e n t s  to  m e e t  t h e s e  m a n d a t e s  a s  w e l l ,  a n d  p a s s  t h e  c o s t s  o n  t o  th e  

c a r r i e r s  t h a t  c a l l  a t  th e  p o r t s  In  t h e  e n d ,  s h ip p e r s ,  i n c l u d i n g  A A F A  m e m b e r  c o m p a n ie s ,  p a y  t h e s e  a d d e d  

e x p e n s e s  t h r o u g h  h i g h e r  t e r m in a l  u s e  f e e s  a n d  o t h e r  l i n e  i t e m s  i n c l u d e d  in  o u r  f r e ig h t  c o n t r a c t  w i t h  

o c e a n  c a r r ie r s .  W e  u r g e  y o u  t o  o p p o s e  g o v e r n m e n t  m a n d a t e s  th a t  l e v y  c o n t a i n e r  f e e s  a n d  in s t e a d  

s u p p o r t  t h e  e x i s t i n g  p r i  . a t e  s e c t o r  f i n a n c i n g  m e c h a n i s m  t o  p a y  f o r  in f r a s t r u c t u r e ,  p o l l u t i o n  m i t i g a t i o n  

a n d  p o r t  s e c u r i t y  b y  v e t o in g  S B  9 2 7 ,

C o n t a i n e r  T a x e s  A r e  U n c o n s t i t u t i o n a l  a n d  V i o l a t e  I n t e r n a t i o n a l  T r a d e  L a t e .  T h e  S t a t e  o f  C a l i f o r n i a  

c a n n o t  l e g a l l y  m a n d a t e  t h e  c o l l e c t i o n  o f  fe e s  o n  in t e r n a t i o n a l  c o m m e r c e  t o  f u n d  p r o g r a m s  s u c h  a s  

h i g h w a y  in f r a s t r u c t u r e ,  p o r t  s e c u r i t y  o r  p o l l u t i o n  a b a t e m e n t  u  i t h o u t  f a c i n g  a n  a lm o s t  c e r t a in  c h a l l e n g e  

in  f e d e r a l  c o u r t .  O t h e r  f e e s  r e la t e d  t o  i n t e r n a t i o n a l  c a r g o  a n d  t r a n s p o r t a t io n ,  s u c h  a s  t h e  H a r b o r  

M a i n t e n a n c e  F e e  im p o s e d  b y  t h e  f e d e r a l  g o v e r n m e n t ,  h a v e  b e e n  s t r u c k  d o w n  a s  u n c o n s t i t u t i o n a l  

b e c a u s e  t h e y  im p e d e  in t e r s t a t e  c o m m e r c e .  B e c a u s e  m a n y  o f  t h e  c o n t a i n e r s  m o v i n g  t h r o u g h  C a l i f o r n i a  

p o r t s  a r e  m o v i n g  o n  lo  o t h e r  s t a t e s ,  C a l i f o r n i a  w o u ld  h a v e  a  v e r y  d i f f i c u l t  t im e  m a k in g  a  c  m t a i n c r  f e e  

s t a n d  u p  in  c o u r t .

September 6, 2006
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G o v e r n m e n t  im p o s e d  c o n t a i n e r  f e e s  c o u l d  p r o v e  d e t r i m e n t a l  t o  t h e  h e a l t h  o f  t h e  C a l i f o r n i a  e c o n o m y . 

T h e  C a l i f o r n i a  g o v e r n m e n t  is  n o t  in  t h e  b u s in e s s  o f  m o v i n g  f r e i g h t  a n d  d o c s  n o t  p o s s e s s  in t im a t e  

k n o w le d g e  o f  t h e  t r u e  c o s t s  o f  i n s t a l l i n g  s e c u r i t y  f e n c e s ,  b u i l d i n g  c r a n e s  a n d  p u r c h a s i n g  l o w - s u l f u r  

d i e s e l  f u e l .  A  f e e  l e v i e d  o n  c a r g o  o w n e r s ,  i n c l u d i n g  A A F A  m e m b e r  c o m p a n ie s ,  t o  p a y  f o r  t h e s e  

p r o j e c t s  w i l l  s u r e l y  e n d u r e  w 'c l l  a f t e r  t h e  c o s t  o f  i n s t a l l i n g  f e n c e s  a n d  b u i l d i n g  c r a n e s  h a v e  b e e n  

a b s o r b e d ,  a n d  it  w i l l  c o s t  u s  m u c h  m o m  th a n  p r iv a t e  f i n a n c i n g  o f  t h e  s a m e  p r o j e c t s .

G o v e r n m e n t  m a n d a t e d  c o n t a i n e r  f e e s  w i l l  o n l y  p la c e  C a l i f o r n i a ’ s  s e a p o r t s  a t  a  c o m p e t i t i v e  d i s a d v a n t a g e

w i t h  o t h e r  W e s t  C o a s t  c o n t a i n e r  p o r t s  a n d  p la n n e d  f a c i l i t i e s  in  M e x i c o  a n d  C a n a d a .  W h i l e  th e  f e e  m a y

a p p e a r  m in im a l ,  t h e  f a c t  i s  th a t  t h e s e  I c e s  w i l l  b e  im p o s e d  o n  t o p  o f  o t h e r  p r i v a t c - s e c t o r  c h a r g e s  r e la t e d  

t o  in f r a s t r u c t u r e ,  p o l l u t i o n  a b a t e m e n t  a n d  s e c u r i t y .  W h e n  c o u p l e d  w i t h  t h e  c o n g e s t i o n  p r o b le m s  f a c e d  

in  S o u t h e r n  C a l i f o r n i a ,  i t  i s  c l e a r  th a t  c a r g o  o w n e r s  a l r e a d y  h a v e  m a n y  in c e n t i v e s  t o  m o v e  f r e ig h t  

t h r o u g h  o t h e r  p o r t s ,  e s p e c i a l l y  in  t h e  P a c i f i c  N o r t h w e s t .  I n d e e d ,  s o m e  o f  o u r  in d u s t r y  p a r t n e r s  a r e  

m a k in g  la r g e  in v e s t m e n t s  i n  o t h e r  a l t e r n a t i v e  p o r t s .

In  c l o s i n g ,  w e  a g a in  u r g e  y o u  t o  v e t o  S B  9 2 7 .  C o n t a i n e r  f e e s  c a l l e d  f o r  in  t h e  b i l l  a r e  n o t  n e c e s s a r y  to  

f u n d  in t e r n a l  p o r t  i n f r a s t r u c t u r e  o r  p o r t  s e c u r i t y .  T h e y  a r c  i n a p p r o p r i a t e  t o  f u n d  o t h e r  p r o j e c t s  o u t s id e  

t h e  s p e c i f i c  p u r v i e w  o f  t h e  p o r t s ,  a n d  t h e y  w i l l  v e r y  l i k e l y  e m b r o i l  t h e  s t a t e  in  c o u r t  a n d  in t e r n a t i o n a l  

b a t t le s  th a t  w i l l  u l t im a t e l y  p r o v e  e x p e n s i v e  o v e r  th e  l o n g  r u n .

T h a n k  y o u  f o r  y o u r  t im e  a n d  c o n s id e r a t i o n  in  t h i s  m a t t e r .

S i n c e r e l y ,

^  7 H  'S ^ u .

K e v i n  M .  B u r k e  

P r e s i d e n t  &  C E O

C C :  S u n n e  M c P c a k e ,  S e c r e t a r y ,  B u r e a u  o f  B u s in e s s .  T r a n s p o r t a t i o n  a n d  M o u s i n g  A g e n c y

M i c h a e l  G e n e s t ,  D i r e c t o r ,  D e p a r t m e n t  o f  F in a n c e
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Joe Sopo, 
Realtor h a s  h is  

h a n d  o n  th e  p u ls e  

o f  L o s  A lto s ! .  B u y  

o r  s e l l,  c a l l  J o e  &  
s ta r t  p a c k in g ,  C lic k  

fo r  in fo .

B e c o m e  A  H e ro  
T o  LB Animals

W ith  A  $ 2 0  
M e m b e r s h ip .  In fo , 

C lic k  H e re .

Saving Lives Thru 
Spay/Neuter & 
Education

Pollman's
Insurance,

C la s s ic  O r  N e w , 

C a r  O r  H o m e , 
W h e n  Y o u  W a n t  It 

In s u r e d ,  C a ll U s  
A n d  S a v e !  C lic k  

fo r  in fo .

■ m .

Nino's 
Ristorante: A

d e l ic io u s  t r e a s u r e  
in  B ix b y  K n o lls .

Click here if  
y o u 'r e  h u n g r y  o r  

fo r  c a te r in g !

LBReport.com
In Depth/Perspective

H o w  L o n g  B e a c h  C i t y  H a l l  Q u i e t l y  

W o r k e d ,  O r  L e t  O t h e r s  W o r k ,  T o  

S k e w  O r  K i l l  P o r t - R e l a t e d  

H o m e l a n d  S e c u r i t y  L e g i s l a t i o n

I n t r o d u c t o r y  P e r s p e c t i v e

( S e p t .  10 , 2 0 0 6 )  -  T h e  9 /1 1  a t ta c k s  a r e  n o t  part  
o f  th e  pa st .  T h e y  a re  part o f  th e  p r e s e n t  b e c a u s e  
t h o s e  w h o  a t ta c k e d  u s  o n c e  a r e  w o r k i n g  to  
a t ta c k  u s  a g a in .

T h o s e  a t ta c k s  w i l l  k i l l  a s  m a n y  o f  u s  a n d  o u r  
f a m i l i e s ,  a n d  in f l i c t  a s  m u c h  d a m a g e  o n  o u r  
c o u n t r y ,  a s  t h o s e  in  g o v e r n m e n t  w i l l  a l l o w .

A s  th e  f i f th  a n n iv e r s a r y  o f  9 /1 1  a p p r o a c h e s ,  
g o v e r n m e n t  a n d  in d u s tr y  o f f i c i a l s  s a y  th e y 'r e  
w o r k i n g  to  p r e v e n t  a n o t h e r  a t ta c k .  M a n y  s u r e ly  
a r e . . .a n d  w ith  s u c c e s s  th u s  far.

B u t  th e  r e c o r d  in d ic a t e s  that p u b l i c  o f f i c i a l s  a n d  
e n t i t i e s  o f  th e  C i t y  o f  L o n g  B e a c h  -  C a l i f o r n ia ' s  
f i f th  la r g e s t  c i t y ,  o p e r a t in g  part o f  th e  n a t io n 's  
la r g e s t  port c o m p l e x  --  f a i l e d  to  s u p p o r t ,  a n d  in 
s o m e  c a r e s  o v e r s a w  s p e n d in g  p u b l i c  m o n e y  that  
h e l p e d  o b s tr u c t ,  e f f o r t s  to  p r o v i d e  th e  p u b l i c  a n d  
th e  Port w i th  r e s o u r c e s  fo r  g r e a te r  s e c u r i t y .

T h o s e  d e c i s i o n s  w e r e  m a d e  b e h in d  c l o s e d  d o o r s ,  
w it h o u t  p u b l i c  d i s c u s s i o n  o r  o p e n l y  v o t e d  
a c t i o n s  b y  C i t y  o f  L o n g  B e a c h  g o v e r n i n g  
b o d i e s . . .d e s p i t e  C a l i f o r n ia ' s  " o p e n  m e e t in g s "  
la w .

Alford's
English
Gardens

B e a u t i . .e s  A re a  

H o m e s .  Learn 
More, Click 

Here

Mike & Kathie 
Kowal k n o w  
L o s  C e r r i to s ,  
B ix b y  K n o lls ,  

C a l H ts . a n d  
b e y o n d .  C lic k  
to  le a rn  m o re

DrainPros:
U n c lo g  D ra in s  
+  F u ll S e rv ic e  

P lu m b in g ,  

L o c a l ly  O w n e d  

P r o s .Info, 
Click Here

Wedding 
Entertainment 
Planning Is

H is  S p e c ia l ty .  
Bill Lovelace
D e liv e rs

http://www.lbreport.com/ncws/sep06/91106.htm 1/27/2007
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3 8 5 3  A t la n t ic  A v e .

•  N e ig h b o r h o o d  

G r o u p s /M e e t in g s

•  How To R e c a l l  a  
L B  E le c te d  O f f ic ia l

•  C r im e  D a ta

•  C ity  C o u n c i l  

A g e n d a s

•  P o r t  o f  L B  

A g e n d a s

•  P la n n in g  

C o m m 'n  A g e n d a s

•  E -M a il  Y o u r  

C o u n c il  m e m b e r

•  C o u n c i l  D is t r ic t  

M a p

•  L B  P a rk s ,  R e c  &  

M a r in e

•  L B  S c h o o ls

•  L B  A ir p o r t  

W a tc h d o g

•  S a c r a m e n to

•  W a s h in g to n

•  R e fe r e n c e s  &  

A r c h iv e s

•  L o s t,  F o u n d  &  

A d o p ta b le  P e ts

T h e  a c t io n s  a f f e c t e d  th r e e  k e y  p i e c e s  o f  
l e g i s la t io n :

H R  4 9 4  b y  C o n g .  D a n a  R o h r a b a c h e r  ( R . ,  
H B - L B - P V ) ,  w h i c h  p r o v i d e d  f o r  l o c a l l y  
d e c i d e d ,  i n d u s t r y  p a i d  h o m e l a n d  s e c u r i t y  
c o n t a i n e r  f e e s .  T h e  P o rt  o f  L B 's  
W a s h i n g t o n ,  D C  l o b b y i s t  p u b l i c l y  t o o k  
c r e d i t  fo r  h e l p i n g  k i l l  t h e  b i l l ,  a n  a c t io n  
e x e c u t e d  w i t h o u t  a p u b l i c  v o t e  o n  that  
p o l i c y  b y  L B 's  B o a r d  o f  H a r b o r  
C o m m i s s i o n e r s  o r  th e  L B  C i t y  C o u n c i l .

» S P  7 6 0  ( r e n u m b e r e d  S B  9 2 7 )  b y  S t a t e  
S e n a t o r  A l a n  L o w e n t h a l  ( D . ,  L B - S P - P V ) ,  
e n d o r s e d  b y  t h e  C i t y  o f  L B  w i t h  t h e  P o r t  
p u b l i c l y  n e u t r a l .  T h i s  l e g i s l a t i o n  p a s s e d  
b o th  h o u s e s  o f  th e  s t a t e  l e g i s l a t u r e  a n d  a s  
w e  p o s t  a w a i t s  th e  G o v e r n o r ' s  a p p r o v a l  or  
v e to .  I f  a p p r o v e d ,  it w i l l  a l m o s t  c e r t a in l y  
f a c e  a n  in d u s tr y  c o u r t  c h a l l e n g e  b ,  c a u s e  th e  
Port o f  L B 's  i o b b y i s t  h e l p e d  k ill  t h e  fe d e r a l  
b ill  ( a b o v e )  w h i c h  c o u l d  h a v e  m o o t e d  
s a l i e n t  l e g a l  i s s u e s  fat m i n i m u m  t o w a r d  th e  
s e c u r i t y  a s p e c t s  o f  th e  L o w e n t h a l  b i l l ) .  
In d u s tr y  in te r e s t s  a re  n o w  u r g in g  a v e t o  b y  
G o v e r n o r ,  c i t i n g  th e  f e d e r a l  i s s u e s  that th e  
R o h r a b a c h e r  b ill  ( d e f e a t e d  w i t h  h e lp  fr o m  
th e  P ort o f  L B 's  l o b b y i s t )  w o u l d  h a v e  c u r e d .

H R  4 9 5 4 ,  f e d e r a l  l e g i s l a t i o n  l a b e l e d  b y  
s u p p o r t e r s  a s  t h e  " S A F E  P o r t "  A c t .  T h e
H o u s e  v e r s io n  o f  th e  b i l l  p a s s e d  t h i s  s p r in g  
a n d  is  s e t  fo r  d e b a t e  in th e  S e n a t e  in th e  
c o m i n g  d a y s .  W h i l e  t h e  m e a s u r e  w a s  
p e n d i n g  in th e  H o u s e ,  t h e  P o r t  o f  L B  h o s t e d  
a m e e t i n g  w i t h  k e y  H o u s e  m e m b e r s ,  g i v i n g  
L B  a n d  L .A .  Port o f f i c i a l d o m  an  
o p p o r t u n i t y  to  i n f l u e n c e  t h o s e  g u i d i n g  th e  
b il l 's  p r o v i s i o n s .  M o s t  L B  e l e c t e d  o f f i c i a l s  
w e r e  k e p t  o u t  o f  t h e  l o o p  a n d  ( w i t h  f e w

° f  '• s o n a liz e d ,
. A d d in g  E v e n t  

S e rv ic e s .  G e t  
In fo .  C l ic k  H e re

P r e se r v e  Your  
Fam ily’s  M ost  
P r e c io u s  
P h o to s  and  
V id e o s  o n  
DVD, C lic k  F o r  

In fo

Carter W ood  
F loors , a  L B
c o m p a n y ,  w il l  
r e s to r e  y o u r  

w o o d  f lo o r  o r  

in s ta l l  a n e w  
o n e . E n h a n c e  

y o u r  h o m e . 
C lic k  p ic .

Your E-Mail 
To Us

C lic k  h e re
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e x c e p t i o n s )  h a v e  r e m a i n e d  m u t e .

M e a n w h i l e ,  t h e  " A m e r ic a n  A s s ' n  o f  Port  
A u t h o r i t i e s ,"  a l o b b y i n g  g r o u p  in  w h i c h  th e  
P o r ts  o f  L B  a n d  L .A .  a r e  m e m b e r s ,  w o r k e d  
to  d e f e a t  a H o u s e  a m e n d m e n t  to  th e  " S A F E  
Port" b i l l  ( f a i l e d  2 0 2 - 2 2 2 )  th a t  w o u l d  h a v e  
r e q u ir e d  th e  i n s p e c t i o n  o f  a ll  i n c o m i n g  
c a r g o  c o n t a in e r s .

O n  M o n d a y  S e p t e m b e r  11 , 2 0 0 6  t h e  U .S .  S e n a t e  
is  s c h e d u l e d  to  ta k e  u p  its  v e r s i o n  o f  th e  S A F E  
P o rt A c t .  T h e  S e n a t e  v e r s i o n  o f  t h e  b i l l  ( s u b j e c t  
to  a m e n d m e n t s )  o f f e r s  L B  r e s id e n t s  
s i g n i f i c a n t l y  l e s s  th a n  w h a t  C o n g .  R o h r a b a c h e r  
p r o p o s e d  r e g a r d in g  l o c a l  a u t h o r i t y  o n  c o n t a in e r  
f e e s  in  2 0 0 5  a n d  2 0 2  H o u s e  D e m o c r a t s  v o t e d  to  
s u p p o r t  r e g a r d in g  th e  1 0 0 %  i n s p e c t i o n  o n  
i n c o m i n g  c a r g o  c o n t a i n e r s  in  M a y  2 0 0 6 .

[Current Senate sum m ary  text J

Section 121: Dom estic radiation detection  
and im aging. R equires the [H om eland  
Security] Secretary to d e v e lo p  a strategy for 
d ep loym ent o f  radiation detection  
capabilities and ensures that by D e cem b er  
2 0 0 7 ,  all containers entering the U .S ..  
through the busiest 22  seaports, shall be 
exam ined  for radiation. Requires D H S  to 
submit a report o f  the strategic plan  
d evelop ed  and to im plem ent the strategy  
nationw ide within  three years. R equires D H S  
to subm it a separate plan for the d eve lop m en t  
o f  equipm ent to detect VVMD threats at all 
U.S. ports o f  entry.

Section 122: Port security  user fee study.
Requires D H S  to study the need for and 
feasib ility  o f  o c e a n b o m e  and port-related  
transportation security  user fees  to be 
co llec ted  for funding port security  
im provem ents . Requires D H S  to subm it a 
report detailing the results o f  the study,
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analysis  o f  current custom s fees  and duties 
co llec ted  that are dedicated to security, 
com parison  o f  com parable fees  im posed  in 
ports o f  Canada and M ex ico ,  a ssessm en t o f  
the im pact on co m p etit iven ess  o f  U .S . ports, 
and recom m endations based on findings.

A s  vve p o s t  o n  S e p t e m b e r  10, 2 0 0 6 ,  th e  C i t y  o f  
L o n g  B e a c h ' s  e l e c t e d  C i t y  C o u n c i l  h a v e  y e t  to  
ta k e  a p u b l i c  p o s i t i o n  o n  t h e s e  m a t te r s .  U n t i l  
th e y  d o ,  C A ' s  f i f th  la r g e s t  c i t y  w i l l  n o t  b e  part o f  
th e  n a t io n a l  d e b a t e  o r  d i s c u s s i o n  o n  t h e s e  
i s s u e s . . . l e a v i n g  t h e  f i e ld  to  s p e c i a l  in t e r e s t s  a n d  
th e ir  lo b b y i s t s .

LBReport.com  r e p o r te d  t h e s e  s t o r i e s  in  rea l  
t i m e  a s  t h e y  h a p p e n e d .  W e  w i l l  c o n t i n u e  
r e p o r t in g  t h e s e  i s s u e s  in d e ta i l ,  b e c a u s e  w e  
b e l i e v e  t h e y  a re  o f  lo c a l  a n d  n a t io n a l  
im p o r t a n c e . . .n o t  j u s t  o n  t h e  9 /1 1  a n n iv e r s a r y ,  
but b e y o n d .

K i l l i n g  f e d e r a l  l e g i s l a t i o n  to  g i v e  l o c a l  p o r t s  
c l e a r  p o w e r  to  l e v y  s e c u r i t y - r e l a t e d  c o n t a i n e r

f e e

O n  A u g u s t  8 ,
2 0 0 5 ,  th e  P ort  
o f  L B 's  s e n i o r  
W a s h in g t o n ,
D .C .  lo b b y i s t ,
E. D e l  S m it h ,  
p u b l i c l y  
in d ic a t e d  to  
L B 's  B o a r d  o f  
H a r b o r
C o m m i s s i o n e r s  that h e  h a d  h e lp e d  d e f e a t  
l e g i s l a t i o n ,  a u th o r e d  b y  L B  a rea  C o n g r e s s m a n  
D a n a  R o h r a b a c h e r  ( R . ,  H B - L B - P V ) ,  th h a t  
w o u l d  h a v e  n e u t r a l i z e d  p r o b le m a t ic  f e d e r a l  
a r g u m e n t s  to  lo c a l  p o rt  a u t h o r i t ie s  l e v y i n g  a  
s e c u r i t y - r e la t e d  f e e  o n  c o n t a in e r s .
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" T h e r e  h a s  b e e n  a n  e f f o r t  to  i n c r e a s e  c o n t a in e r  
f e e s ,  a p i e c e  o f  l e g i s l a t i o n  that w e  h e l p e d  d e f e a t  
j u s t  r e c e n t ly ,"  M r. S m i t h  r e p o r te d .

M r. S m ith 's  
r e m a r k a b le  

I s t a t e m e n t  d r e w  
n o  p u b l i c  
r e s p o n s e  f r o m  
H a r b o r
C o m m i s s i o n e r s  
T o  o u r

|k n o w l e d g e ,  th e  
P ort's  n o n ­

e l e c t e d  ( M a y o r  c h o s e n ,  C o u n c i l  a p p r o v e d )  
g o v e r n i n g  b o d y  h a d  n o t  p r e v i o u s l y  a g e n d i z e d ,  o r  
p u b l i c l y  d i s c u s s e d  o r  p u b l i c l y  v o t e d  to  o p p o s e  til 
l e g i s l a t i o n .

C o n g r e s s m a n  R o h r a b a c h e r ,  w h o s e  d is tr ic t  
i n c l u d e s  th e  P o r ts  o f  L B  a n d  L .A . ,  h a d  fo r  a 
s e c o n d  t i m e  in t r o d u c e d  a b i l l  ( H R  4 9 4 )  to  a d d  
v e r b i a g e  to  a n  e x i s t i n g  fe d e r a l  la w  that le t s  n o n -  
f e d e r a l  in t e r e s t s  < P o r ts )  l e v y  h a r b o r  f e e s  fo r  
s p e c i f i e d  p u r p o s e s .  R o h r a b a c h e r ' s  l e g i s l a t i o n  
w o u l d  h a v e  p e r m it t e d ,  b u t  n o t  r e q u ir e d ,  P o r ts  to  
p u t  f e e s  o n  c o n t a in e r s  f e e s  to  h e lp  fu n d  
in fr a s tr u c tu r e  a n d  s e c u r i t y  i t e m s ,  a r g u a b ly  e a s i n g  
th e  c o s t  fo r  ta x p a y e r s .

O n  A u g u s t  9 ,  o n e  d a y  a f t e r  LBReport.com  
r e p o r te d  that P o rt  l o b b y i s t  S m it h  t o o k  c r e d it  fo r  
h e l p i n g  k i l l  th e  b i l l ,  h e  r e i t e r a te d  a n d  d e f e n d e d  
th at  p o s i t i o n  b e f o r e  th e  L B  C i t y  C o u n c i l .  C i t y  
m a n a g e m e n t ,  w i t h  C o u n c i l  a p p r o v a l ,  a l s o  r e ta in s  
S m it h  to  a d v o c a t e  th e  C i t y ' s  in t e r e s t s  in  
W a s h i n g t o n ,  D .C .

T h e  R o h r a b a c h e r  c o n t a i n e r  f e e  m e a s u r e  w o u l d  
h a v e  n e u t r a l i z e d  a n u m b e r  o f  p r o b le m a t ic  fe d e r a l  
l e g a l  i s s u e s  r e g a r d in g  a  s ta te  c o n t a in e r  f e e  b ill  
( S B  7 6 0  b y  S t a t e  S e n a t o r  A l a n  L o w e n t h a l ) .  T h e
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L B  C i t y  C o u n c i l  h a d  e n d o r s e d  L o w e n t h a l ' s  
b i l l . . .a n d  e v e n u e  fr o m  it w o u l d  b e  u s e d  in  part  
fo r  p o rt  s e c u r i t y  p u r p o s e s .  K i l l i n g  R o h r a b a c h e r ' s  
b il l  a l s o  ran c o u n t e r  to  C i t y  H a l l ' s  f r e q u e n t ly  
s ta te d  p i i n c i p l e  o f  l o c a l  c o n t r o l  ( it  w o u l d  h a v e  
in c r e a s e d  l o c a l  c o n tr o l  b y  e n a b l i n g  a 
l o c a l l y - d e c i d e d  s e c u r i t y  r e la te d  c o n t a i n e r  f e e ) .

8 th  d is tr ic t  C o u n c i l  w o m a n  R a e  G a b e l  ic h  r a is e d  
t h e s e  m a t te r s  w i t h  lo b b y i s t  S m ith :

C c u n c i lw o m a n  R a e  G a b e l ic h .  [to Mr.
Sm ith ] . . .Y ou  reportedly said yesterday in 
your presentation to the Harbor C o m m iss io n ,  
that "there has been an effort to increase  
container fees , a p iece  o f  legislation that w e  
helped defeat just recently." Yet that w as part 
o f  the 710  O versight R ecom m en d ations to 
use those fee.' for local environm ental  
protection. A nd  so  m y  question to you  is how  
can you serve tw o  masters? H ow  do you  
dec id e  w hen  y ou  go  to represent a bill, 
w h o se  posit ion  takes priority?

M r. S m ith :  ...Our jo b  is to work with the 
feasibility  o f  a bill that w e  have found or  
been directed to execute . N o  conflict o f  
interest betw een  the Port and the City. W e  
helped defeat the bill because the bill w as ill- 
drafted. It w as never gonna  pass because it 
w ould  have had to have the concurrence o f  
all the seaports in the United States. There  
are already 125 fees on port already, taxes, 
the C ongress  w ould  have never a l lo w ed  this.

And most o f  all, w e  w ere concerned  in our  
o f f ic e  that, forget the Port and the City, the 
state o f  California w ou ld  have feasibly been  
able to dip d ow n , levy  a fee on a container  
and take the m on ey  back to Sacram ento.

A nd it w a s  with those  factors that w e  jo in ed  
the Port industry in defeating  the bill. I'm 
hoping this answ ers your question, perhaps it 
doesn't.
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bills...

M r. S m ith :  [after intervening co lloquy].. .!  
want you  to hear from n y  co llea g u e  Sante  
E sposito  w h o  o f  course used to be with the 
C o m m ittee  o f  C ongress  and wrote these

I M r  E sp o s ito :  In leg islation  the devil's in the
| details and D el is abso lutely  right. This
| particular issue  w as o pposed  by the
J administration, o pposed  by O M B , opposed
j by the A m erican  Port A sso c ia t io n  and
5 op p osed  by the authorizing com m ittee . The
| proposal w o u ld  have im posed  a fee but then
J m ade that m o n e y  available to the states to
I dec id e  how  they wanted to spend it and 1
j don't think that's what any port w ants to have
I happen.

That doesn't necessarily  m ean that the 
container fee issue, approached in a different  
w ay, wouldn't work but this particular 
proposal w o u ld  not work, and it w as defeated  
in tw o  C o n g resses  o v e rw h e lm in g ly  on  a 
bipartisan basis.

Councilwonian Gabelich. You understand  
that the issue  is that w e 've  got to protect the 
co m m u n it ie s  that line the freew ays that serve  
the Port and there isn't any m on ey . S o  w e  
have to find a w a y  to do  that, and so  m aybe  
with your help  w e  can put so m eth in g  better 
together...

A  m o n t h  e a r l ie r ,  w i t h o u t  a u d ib l e  o r  v i s i b l e  
s u p p o r t  f r o m  t h e  C i t y  o f  L o n g  B e a c h ,  a n d  w i t h  
th e  q u ie t  o p p o s i t i o n  o f  t h e  Port o f  L B 's  
l o b b y i s t s ,  th e  R o h r a b a c h e r  b i l l  r e a c h e d  th e  
H o u s e  f lo o r .  It h e ld  th e  k e y  to  r e m o v i n g  f e d e r a l  
i m p e d i m e n t s  to  th e  s e c u r i t y  a s p e c t s  o f  t h e  c i t y -  
s u p p o r t e d  L o w e n t h a l  b i l l .  It f a i le d  o n  a 1 1 1 - 3 1 0  
v o t e .

A m o n g  lo c a l  m e m b e r s  o f  C o n g r e s s ,  E d  R o y c e
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( R . ,  E l  D o r a d o - O C )  a n d  L o r e t ta  S a n c h e z  ( O C )  
v o t e d  " yes;"  J u a n ita  M i l l e n d e r - M c D o n a l d  ( D . ,  
C a r s o n - L B )  a n d  L in d a  S a n c h e z  ( D . ,  L a k e w o o d )  
v o t e d  "no."

B e l o w ,  f r o m  t h e  Congressional Record  a r e  
s o m e  e x c e r p t s  o f  w h a t  t o o k  p l a c e  o n  t h e  H o u s e  
f lo o r :

Congressional Record, H o u s e  o f  
R e p r e s e n ta t iv e s ,  J u ly  14, 2 0 0 5

Mr. R O H R A B A C H E R  ...I rise to o ffer  an 
am endm ent to H.R. 2 8 6 4  that w ill  expand the 
sc o p e  o f  sect ion  2 0 8  in the Water R esources  
D e v e lo p m en t A ct o f  1986. M y  am endm ent  
w ill a l lo w  our ports to levy  a fee on  
containers and use that fee  to pay for security  
and infrastructure at the ports.

T h e  Rohrabacher am endm ent w ill  facilitate  
the effort to m od ern ize  and secure A m erican  
ports. In m y  district, the ports o f  L ong B each  
and Los A n g e le s  handle approxim ately  4 4  
percent o f  all o f  the g o o d s  delivered  to 
A m erican  shores, yet they are in constant  
need o f  revenue for facilities, im provem ents  
and upgrades to roads and bridges and rails.

Our m arine terminals are invaluable  
c o m m e rce  infrastructure, not on ly  to our  
country but a lso  for the m any foreign  
m anufacturers w h o  sell primarily in the U .S .  
market.

This is the portal through w hich  foreign  
m anufacturers deliver  their g o o d s  to our  
markets. Y et  these manufacturers prov ide  
alm ost n o n e  o f  the costs  o f  operation or 
upkeep o f  these vital assets. T his sy s tem , as 
it currently operates, is a subsidy  to foreign  
m anufacturers, paid by the A m erican  
taxpayer, co n ce a l in g  the true cost o f  
imported g o o d s .  What w e  h a ve  here is all 
backwards. W hat w e  are in e ffec t  d o ing , as 
the system  w orks, is putting a tariff on
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products that are m ade in Am erica .

S ection  2 0 8  o f  W R D A  currently a l lo w s  
ports to charge fees on tonnage and use  those  
fees to fund infrastructure im provem ents .  
This section  is hardly, i f  ever, invoked  by the 
ports to raise funds due to the fact that it is 
com plicated  to co llec t  and tends to be too  
u n w ie ld y  to be used e ffect iv e ly .

M y am endm ent a l lo w s  the ports to use  a 
sim pler and m o u  Tfic ient method: Fees on 
containers. The m arket-based fee  in m y  
am endm ent is s im ple  to im plem ent and to  
track, should  be m ore w id e ly  used to  raise 
funds for port projects. M y am endm ent will 
also  permit these fees to be used for 
hom eland security projects at the ports, as 
well as infrastructure.

And lei us be frank, the security  threats that 
em anate from our ports c o m e  from foreign  
cargo. W hy are w e  paying  for their threat? If  
they want access  to our markets, overseas  
manufac -ers should  pay the cost  to ensure  
the sa fety  o f  their deliveries . For too long  the 
funding o f  marine term inals has been a o n e ­
w ay  street with the A m erican  taxpayer  
footing  the bill for the factory o w n ers  o f  
Shanghai, B eijing  and M acau w h ile  
A m erican  manufacturers have been  
subsid iz ing  their ow n  com petit ion .

Our port facilities should  have the freedom  
to levy a m arket-based container fee w hich  
will provide new  revenue and m ake our  
sy stem  m ore equitable to the A m erican  
taxpayer and A m erican  manufacturers. T h e  
Rohrabacher a m endm ent is the m ost eff ic ien t  
w ay to a ch iev e  these goa ls . The Rohrabacher  
a m endm ent says w e  are on the side o f l h e  
A m erican  taxpayer, and those p eop le  w h o  
run overseas  to m anufacture in China and 
e lsew h ere  should  be p aying  their part o f  the 
cost to m ake sure that that system , our port 
system , is working.
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I w o u ld  exp ect  that p eo p le  on both s ides o f  
the a isle  w o u ld  be supporting this. 
Unfortunately , our port sy stem s, our ports, 
the p e o p le  w h o  nan them, w o u ld  rather co m e  
lo the A m erican  taxpayer and get stipends  
from us rather than asking  for a just fee  to 
those manufacturers in China lo  pay for som e  
o f  the co sts  that are required to ship their 
g o o d s  through our ports.

This is an A m erican  versus foreign vote  
here. W h o se  s ide  are w e  on? W h o  is g o in g  to 
pay the bill? Right n o w  i f  our p eo p le  g o  
overseas and build their m anufacturing  
plants, w e  end up subsid iz ing  that by  
permitting them lo w -co st  w a y s  o f  getting  
their g o o d s  right into our market and 
undercutting the A m erican  producers w h o  
stayed behind to hire A m erican people .

1 w o u ld  ask p eop le  on both sides o f  the 
aisle  to ser io u s ly  consider  this. D o  not listen  
to the ports w h o  s im p ly  want m ore taxpayer  
subsid ies . Let us let the p eop le  w h o  use this  
system , the foreign manufacturers, pay their  
fair share.

Mr. Chairm an, I reserve the balance o f  my  
time.

Mr. D U N C A N . Mr. Chairman, 1 y ie ld  
ni) s e l f  such tim e as 1 m ay  consum e.

T he gentlem an  from California is one  o f  
Ihe best friends I have in this C ongress ,  and 1 
certainly have great admiration and respect  
for him, and 1 sym path ize  with everything  
that he has just said; but I m ust regretfully  
state the posit ion  o f  the co m m ittee  at this 
point, w h ich  is in opposit ion  to this 
am endm ent.

T h e  civ il  w orks program o f  the A rm y  
Corps o f  Engineers provides Federal 
assistance for dredging  entrance channels  
and harbors and the Department o f  
H om eland  Security  now  offers grants for
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security  projects.

But, generally , capital im provem ents  to 
port infrastructure are a non-Federal  
responsibility . The gentlem an's am endm ent  
w ould  permit a non-Federal interest, w hich  
could  be the port authority or the State  
generally , to co llect  a fee per container that 
m o v es  through the harbor and to use those  
funds for security purposes or for 
infrastructure projects w ithin  the port or any  
transportation infrastructure outs ide  the 
harbor.

First, i f  the goal is to help ports, this 
am endm ent is unnecessary. Ports can already  
charge fees  for serv ices  under the authority  
o f  sect ion  208  o f  the Water R esources  
D e v e lo p m en t Act o f  1986, w h ich  they can  
use to help them with the cost  o f  security  and 
port infrastructure.

S econ d , this am endm ent g o e s  too  far by  
a llo w in g  the co llec ted  funds to be used for 
transportation projects outside the port. This  
could  m ean potentia lly  a State fee  paid by 
shippers o f  containers at ports being  used to 
pay for h ighw ay  and rail projects e lsew h ere  
in the State. This is w h y  the A m erican  
A sso c ia tio n  o f  Port A uthori.ies  and ev en  the 
gentlem an's hom e port o f  L A /L on g  Beach  
o p p ose  this am endm ent.

The Subcom m ittee  on Water R esources  
and Environm ent held a hearing on this bill 
in N o v e m b e r  2 0 0 3 .  T he A m erican  
A ssoc ia tion  o f  Port Authorities, the 
Waterfront C oalition , and the W orld  
Shipping  C ouncil all testified  in opposit ion  
to this proposal.

T h is  am endm ent is the sam e as the 
am endm ent the gen tlem an  from California  
brought to the Mouse floor last C ongress .  It 
w as defeated by a vote  o f  3 5 9 -6 5 .  The  
co m m ittee  b e liev es  that the ports can and
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should charge w hatever  fees they b e liev e  are 
necessary  to co v er  their security needs and 
infrastructure projects. T h ey  have the 
authority to do that n o w , and C ongress  
should not dictate h o w  tney m ake this 
business decision.

1 can assure the gentlem an that 1 w ou ld  like  
to work with  him on so m e  o f  the broader 
section  2 0 8  issues to se e  i f  w e  can better 
address his very legitim ate concerns. W e  
certainly sym path ize  with the gentlem an's  
am endm ent. T he gentlem an's am endm ent is 
w ell- in tentioned , but at this point the 
co m m ittee  position is to urge our co llea gu es  
to o p p ose  this am endm ent.

.. .[A  num ber o f  C o n g ressm em b ers speak in 
opposit ion  to the bill]...

Mr. R O H R A B A C H E R  . Mr. Chairman, 1 
yield  m y s e l f  the balance o f  m y  time.

T he establishm ent has set up a system  that 
w e have built a Frankenstein m onster in 
China by ensuring that jo b s  and 
m anufacturing are g o in g  to China. 1 do not 
know  w h y  that is. I think that w as a horrible 
decision , but it is t im e for us to start backing  
aw a y  from that po licy . The m ost important 
w ay to start backing a w a y  from the p o licy  o f  
taking A m erican  jo b s  and sh ipping  them to 
China, build ing the ec o n o m ic  strength o f  
China, the first step to take is to m ake sure  
that those p eop le  w h o  g o  to China to 
manufacture are paying  the cost o f  shipping  
their g o o d s  into A m erica's markets rather 
than having  the taxpayer provide that for 
them at the ex p en se  o f  our ow n  
manufacturers.

1 w ou ld  ask p eo p le  on both s ides o f  the 
aisle , let us turn around this p o licy , ch an ge  
the basic  p o licy  on China, vote  "yes"  on the 
Rohrabacher am endm ent.

T h e  A ctin g  C H /  1RM AN (Mr. Simpson).

http://www.lbreport.eom/news/sep06/91106.htm 1/27/2007

http://www.lbreport.eom/news/sep06/91106.htm


LBRepvM.com Page 13 of 48

T h e question  is on the am endm ent offered by the 
g entlem an  from California (Mr. Rohrabacher).

T he question  w a s  taken; and the A cting  
Chairm an announced that the no es  appeared to 
have it.

Mr. R O H R A B A C H E R  . Mr. C h a ir m a n , ' 
dem and a recorded vote...

F I N A L  V O T E  R E S U L T S  F O R  R O L L  C A L L
3 7 6

(R epublicans in roman; D em ocrats  in italic', 
Independents underlined)

H R  2 8 6 4  R E C O R D E D  V O T E  14-Jul- 
2 0 0 5  2 : 1 1 P M

A U T H O R (S ) :  Rohrabacher o f  California  
A m en d m en t

Q U E S T I O N :  On A g ree in g  to the 
A m endm ent

/ vye.; N o es PRES N V

R epublican 57 167 6

D em ocratic 53 14j
r

6

Independent 1

T O T A L S 111 3 1 0 12

— - A Y E S  111 —

Abercrombie G utknecht Napolitano ;;
A kin Hannan O/vt
Bachus Hayworth Ottc.
Baldwin H eflev Paul
Barrow Herger Pence
Bartlett (M D ) Herseth Peterson (MN)
B o n o Hinchev Petri
Brown (OH/ Hooley Pitts
Burgess H ostettler P om b o i
Burton (IN) Hunter Renzi
Butterfield Issa R ogers (M I) 1
Buyer Islook Rohrabacher
Calvert Johnson. Sam R o y ce  i
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Case Jones (N C ) Ryan (OH)
C oble Kaptur Ryan (W I)
Costa Kennedy (RI) Sabo
Costello Kildee Sanchez.
DeFazio K ing (IA) Loretta
DeGette Kucinich Sanders
Delahunt Langevin Schw arz (M I)
DeLauro Larson (CT) Scott (GA)
Dingell Lungren, Sensenbrenner
D oolitt le Daniel E. Shadegg
Doyle Maloney Sherman
Duncan Marshall Sherw ood
Em erson McCollum Shuster
Engel (MN) Slaughter
Evans M cCotter Sodrel 1
Farr McDermott S team s
Flake McGovern Strickland \
Fortenberry M cH enry Tancredo j
Frank (MA) McKinney Taylor (MS)
Franks (A Z ) McNulty Taylor (N C )
G ohm ert Meehan Udall (CO)
G oo d e Mica Udall (NM)
G oodlatte Moore (Wl) W alsh
Green (W I) Murtha Watt

M y  rick W ilson  (SC )
Nadler

— N O E S  3 1 0 —

Ackerman G ibbons Slunes
A derholt G ilchresl N u ss le  '
A lexander G illm or Obey
Allen G ingrey Ortiz
Andrews Gonzalez Gsborne i
Baca Gordon Owens J
Baird Granger Dxley  |
Baker Graves Dallone
Barrett (SC ) Green, AI °ascrell
Barton (T X ) Green. Gene °astor i
Bass Grijalva °ayne
Bean Gutierrez 13earce ;
Beauprez 1Jail IDelosi
Becerra IJarris F’eterson (P A )  ;
Berkley Jart 1hekering
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Berman Hastings (FL) Poe
Berry Hastings (W A Pomeroy
B iggert H ayes Porter
Bilirakis Hensarling Price (G A )
Bishop (GA) Higgins Price (NC)
Bishop (NY) Hinojosa Pryce (O H )
B ish o p  (U T ) H obson Putnam

(B lackburn Hoekstra R adanovich
I Blumenauer Holden Rah all
I Blunt Holt Ram stad
I Boehlert Honda Rangel
1 B oehner Hover Regula
I Bonilla H u lsh o f Rehberg
I B onner Hyde Reichert
I B o o zm a n Inglis (SC) Reyes
I Boren Inslee R eynolds
I Boswell Israel R ogers (A L )
I Boucher Jackson (IL) R ogers (K Y )
I B oustany Jackson-Lee R os-L ehlinen
|| Boyd (TX) Ros*
[B r a d ley  (N H ) Jefferson Rothman
l / fm r /v  (PA) Jenkins Roybal-Allard
I Brady (T X ) Jindal Ruppersberger
I Brow n (SC ) Johnson (CT) Rush
M r  own, J o h n so n (IL ) Ryun (K S)
I\Corrine Johnson, E. B. Salazar
iB ro w n -W a ite , Jones (OH) Sanchez. Linda
jG in n y Kanjorski r
[C a m p Celler Saxton
I Cannon <elly Schakowsky
IC antor Kennedy (M N ) Sell i f f
[C a p ito Kind Schwartz (PA)
I\Capuano King (N Y ) Scott (VA)
I(Cardoza Cingston Serrano
\\Carnahan <irk S ess io n s
[Carter <.line Shaw
[C a st le K nollenberg Shays
jC h a b o t Kolbe Shim kus
VChandler Kuhl (N Y ) S im m on s
[C h o c o la La H ood Sim pson
\\Clay lantos Skelton
[C /etfvcr Larsen (WA) Smith (NJ)
nClyburn ^atham Smith (T X )
C o le  (O K ) ^aTourette Smith (WA)
C o n a w a y  1.each Snyder
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Conyers Lee jSb/A
Cooper Levin Souder
C ox L ew is  (C A ) \Spratt
Cramer Lewis (GA) LsVcr; a
Crenshaw L ew is  (K Y ) \Stupak
Crowley Linder Sullivan
Cuellar Lipinski S w e e n e y
Culberson L o B io n d o Manner
Cummings Lofgren, Zo, \Tauscher
Davis (AL) Lowey Terrj'
Davis (CA) Lucas T h o m a s
Davis (FL) Lynch (Thompson
Davis (IL) M ack \(CA)
D avis (K Y ) M anzullo Thompson
Davis (TN) Marchant VMS)
D avis , Jo Ann Markey T hom berry
D avis , T om Matheson Tiahrt
Deal (G A ) Matsui Tiberi
D eL a y McCarthy Tierney
Dent M cC aul (T X ) Towns
Diaz-Balart, L. M cCrery Turner
Diaz-Balart, M cH ugh Upton
M. M cK eon Van Hollen
Dicks M cM orris Velazquez
Dogged Meek (FL) Visclosky
Drake Meeks (NY) W alden (O R )
Dreier Mel a neon W am p
Edwards Menendez Was sermon
Elders Michaud Schultz
Emanuel Millender- Waters
E nglish  (P A ) McDonald Watson
Eshoo Vliller (M l) Waxman
Etheridge diller (NC) |Weiner
Everett M iller, Gary iW eldon  (FL)
Fat tah Miller, George W eldon (P A )
F een ey Mollohan W eiler
Ferguson Moore (KS) W estm oreland
Filner Moran (K S ) '■Vex ter
Fitzpatrick Moran (VA) W hitfield
(P A ) Murphy W icker
Foley M usgrave W ilson  (N M )
Forbes Veal (MA) W o l f
Ford 'Jeugehauer 1 Woolsey
Fosse lla vley \Wu
Foxx slorthup I Wynn
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Freiinghuysen  
Garrett (NJ) 
Gerlach

N o rw oo d Y o u n g  (A K )

—  N O T  V O T I N G 1 2  —

Capps Cunningham M iller  (FL)
Cardin G alleg ly Oberstar
Carson Kilpatrick (Ml) Platts
Cubin McIntyre Y o u n g  (FL)

In a M a r c h  3 ,  2 0 0 6  f r e e w h e e l i n g  t e l e p h o n e  
in t e r v i e w  w i th  C o n g r e s s m a n  R o h r a b a c h e r ,  
LBReport.com  a s k e d  a b o u t  th e  P ort o f  L B 's  
o p p o s i t i o n  to  c o n t a in e r  f e e s  fo r  s e c u r i t y ,  r e f l e c t e d  
b y  a n  A u g u s t  2 0 0 5  b o a s t  b y  P o L B ' s  D C  lo b b y i s t  
that h e 'd  h e lp e d  k i l l e d  R o h r a b a c h e r ' s  c o n t a in e r  f e e  
l e g i s l a t i o n .  S p e a k i n g  e x t e m p o r a n e o u s l y  o n  a c e l l  
p h o n e  w h i l e  in m o t i o n ,  C o n g r e s s m a n  R o h r a b a c h e  
s a id  b lu n t ly :

"It's p re t ty  g r o t e s q u e .  T h i s  is th e  P o r ts  b e a t in g  
t h e m s e l v e s  in th e  h e a d  w i t h  a h a m m e r  a n d  th e n  
b r a g g in g  a b o u t  it. I m e a n  it's in s a n e ."  H e  c o n t i n u e d

C o n g .  R o h r a b a c h e r :  .. .[TJhere's a trem endous  
arrogance in the Ports, and in Long Beach and in 
Los A n g e le s  in those p eo p le  in v o lv ed  around the 
Ports, and w hen you have  arrogance coupled  
with basica lly  naivete, it's really a very  
destructive force.

And that's what you've got here. They're  
involved  in a powerful dynam ic in our so c ie ty ,  
the ports. This is an incredibly powerful  
dynam ic, but they are now here  near as 
sophisticated  as they think they are. A nd in fact, 
their parochialism  w ould  be funny i f  it wasn't so  
destructive, and their opposit ion  to the container  
fee idea is the best ex a m p le  o f  that.

H ow ever, i f  you have a g o o d  idea and you keep  
pushing it, and you are so m e o n e  w h o  d o e sn ’t

h t t p : / / w w w . l b r e p o i1 . c o in / n c v v s / s c p 0 6 / 9 1 1 0 6 . h t m 1 /2 7 /2 0 0 7
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m ind being  put d o w n  for a num ber o f  years 
until p eo p le  realize that vou  are right, it's 
OK.

L a y i n g  G r o u n d w o r k  F o r  U n d e r m i n i n g  
L o w e n t h a l  C o n t a i n e r  F e e  B i l l  ( S B  7 6 0 ,  n o w  

S B  9 2 7 )

In 2 0 0 5 ,  t h e  L B  C i t y  C o u n c i l  p u b l i c l y  v o t e d  to  
s u p p o r t  a p a c k a g e  o f  p o r t - r e la te d  b i l l s  a u th o r e d  
b y  S t a t e  S e n a t o r  A l a n  L o w e n t h a l  ( D . ,  L B - S P -  
P V ) .  T h e  b i l l s  i n c l u d e d  a c o n t a in e r  f e e  m e a s u r e  
( S B  7 6 0 )  w h o s e  r e v e n u e  w o u l d  fu n d  p o rt  
s e c u r i t y  m e a s u r e s ,  c l e a n  a ir  p r o g r a m s  a n d  p o rt  
rail p r o g r a m s .

T h e  p r o p o s e d  c o n t a i n e r  f e e  w a s  f i e r c e l y  
o p p o s e d  b y  in d u s t r y . . .w h i c h  c i t e d  fe d e r a l  i s s u e s  
that w o u l d  h a v e  b e e n  c u r e d  b y  th e  f e d e r a l  
R o h r a b a c h e r  b i l l . . .w h i c h  d i e d  in t l . j  H o u s e  o f  
R e p r e s e n t a t i v e s  w i t h o u t  su p p o r t  f r o m  t h e  C i t y  
o f  L B  a n d  w i th  o p p o s i t i o n  b y  th e  P ort o f  L B 's  
l o b b y i s t s ) .

A s  n o t e d  in  a M a y  2 0 0 5  A s s e m b l y  c o m m i t t e e  
a n a ly s i s :

O pponents o f  this bill m ake tw o  major  
argum ents against the m easure. First, trade- 
related bu sin esses  and organizations contend  
that the bill v io la tes  the United States  
Constitution's C o m m e rce  C lause and breach 
o b lig a tion s  under international trade 
agreem ents , includ ing  A rticle VII o f  the 
General A greem ent on Trade and Tariffs.
T hey  b e l iev e  that c o s t ly  litigation cou ld  
result and an international trade dispute at the 
World Trade O rganization  could  ensue.  
O pponents b e liev e  that California ports  
w o u ld  b e c o m e  co m p etit iv e ly  d isadvantaged  
by the n ew  fees and that cargo  w ou ld  be  
diverted e lsew h ere , a w a y  from California  
ports. T h e y  describe  the conta iner fee as  an 
illegal tax being im p osed  at a t im e w hen

http:/Avww.lbre|>ort.eom/news/sep06/91106.htm l/27/_007
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existing  transportation and infrastructure 
funds are being diverted to the General Fund  
and that the new  charges w ill  have to be 
passed on to consum ers.. .

S e n .  L o w e n t h a l ' s  c o n t a i n e r  f e e  m e a s u r e  w a s  
o p p o s e d  b y  t h e  " C a l i fo r n ia  A s s o c i a t i o n  o f  Port  
A u t h o r i t e s " . . . a n  e n t i t y  in w h i c h  th e  P ort o f  L B  
a n d  L .A .  a r e  m e m b e r s .  T h e  " C A  A s s 'n  o f  Port  
A u th o r i t i e s "  is  a l s o  l i s t e d  o n  t h e  le t t e r h e a d  o f  
th e  " C a l i fo r n ia  T r a d e  C o a l i t io n "  ( l i s t e d  n a m e s  
in c lu d e  t h e  C A  C h a m b e r  o f  C o m m e r c e ) ,  w h i c h  
s u b m i t t e d  an  o p p o s i t i o n  m e m o  to  a n  A s s e m b l y  
C o m m i t t e e  s la t e d  to  h e a r  th e  c o n t a in e r  f e e  b il l  
o n  A u g u s t  17, 2 0 0 6 .

T h e  " C a l i f o r n ia  T r a d e  C o a l i t io n "  m e m o  c i t e d  
fe d e r a l  l e g a l  i s s u e s . . . w h i c h  th e  R o h r a b a c h e r  b ill  
( d e f e a t e d  w i t h o u t  s u p p o r t  f r o m  t h e  C i t y  o f  L B  
a n d  w ith  o p p o s i t i o n  b y  t h e  Port o f  L B 's  
l o b b y i s t ) .  ” W c  b e l i e v e  | S e n .  L o w e n t h a l ’s 
c o n t a i n e r  f e e  b i l l ]  a l s o  e x p o s e s  t h e  s t a t e  to  
s i g n i f i c a n t  l e g a l  e x p e n s e s  a s  t h e  p r o p o s e d  f e e  
v i o l a t e s  t h e  U . S .  C o n s t i t u t i o n  [ e m p h a s i s  in 
o r ig in a l ] ,  s p e c i l i c  f e d e r a l  f e e  a u t h o r i z in g  
s ta tu te s ,  a n d  in te r n a t io n a l  tra d e  a g r e e m e n t s ,  
s u c h  as a r t i c l e  V II  o f  th e  G e n e r a l  A g r e e m e n t  o n  
T r a d e  a n d  T a r i f f s  ( G A T T ) , "  s a id  th e  C A  T r a d e  
C o a l i t i o n ' s  a d v o c a c y  m e m o .

A s  p r e v i o u s l y  r e p o r te d  b y  LBReport.com . th e  
" C A  A s s 'n  o f  Port A u t h o r i t i e s "  a l s o  o p p o s e d  S B  
7 6 4  b y  S e n  L o w e n t h a l  (" n o  net in c r e a s e "  in  port  
air  p o l lu t io n  m e a s u r e )  th a t  w a s  s u p p o r t e d  b y  th e  
C it y  o f  L o n g  B e a c h .

T h e  Port o f  L o n g  B e a c h  w a s  p u b l i c l y  n eu tr a l  o n  
th e  "no n et  i n c r e a s e  ( S B  7 6 4 )  a n d  c o n t a i n e r  f e e  
( S B  7 6 0 )  m e a s u r e s . . .b u t  fo r  th e  p a s t  y e a r ,  th e  
p r e s id e n t  o f  th e  " C A  A s s ' n  o f  P ort  
A u t h o r i t i e s "  (a  r o ta t in g  p o s i t i o n )  w a s  Port o f  L B  
E x e c u t i v e  D ir e c t o r ,  R ic h a r d  S t e in k e .
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O n  J u n e  2 0 ,  2 0 0 6 ,  o n e  d a y  a f te r  LBReport.com  
r e p o r te d  th at  th e  " C A  A s s 'n  o f  P o r t  A u th o r i t i e s "  
h a d  t e s t i f i e d  a g a in s t  S e n .  L o w e n t h a l ' s  "no  n e t  
in c r e a s e "  b i l l  in a n  A s s e m b l y  c o m m i t t e e ,  
C o u n c i l m e m b e r s  T o n ia  R e y e s  U r a n g a  a n d  R a e  
G a b e l i c h  q u i z z e d  P ort o f f i c i a l s  a b o u t  th e  m a tte r .

C o u n c i l w o m a n  R e y e s  U r a n g a  a s k e d  P o L B  D ir .  
o f  C o m m u n i t y  A f f a i r s  &  G o v ' t  R e l a t i o n s ,  C arl  
K e m p ,  a b o u t  E x e c u t i v e  D ir e c t o r  S t e in k e 's  r o le  
w it h  th e  C A  A s s  n o f  P o r t  A u t h o r i t i e s .  M r .  
K e m p  r e p l ie d :

P o L B  Dir. o f  C o m m u n ity  A f f a ir s /G o v ’t 
R e la t io n s  C a r l  K em p : W e a long with all 
California Ports are m em bers o f  this 
A ssocia tion . H o w ev er , though the 
A ssocia t ion  did take a position on [SB 764 .  
the "no net increase" bill], w e  w ere not 
official voting parties in it, m uch like the 
City Council might take a vote  w here there 
are C ouncilm em bers w h o  m a y  or m ay  not 
vote on it, that's the officia l position  o f  the 
Council for the record. The Port o f  Long  
Beach did not take an officia l position  
opposing  any o f  the leg islation  that w ould  be 
counter to what the City C ouncil has 
supported... As w e  prom ised the City  
Council, w e  are agg ress iv e ly  neutral and w e  
are in regular com m unica tion  with Senator  
Lowenthal and his s ta f f  and w e  have a very  
open line o f  com m unication .. .

C o u n c i lw o m a n  R a e  G a b e lic h :  [to PoLB  
E xecutive  Dir. Steinke]...I  just have to ask  
you this. Duri. j  that vote  as the president o f  
C A P A , did you cast your vote  to su p p o ’t 
their not-supporting that initiative [SB  764]?

P o L B  E x e c u t iv e  Dir. S te in k e :  N o ,
C o uncilw om an . A s  Mr. K em p explained,  
though I am  the president o f  the California  
A ssocia tion  o f  Port Authorities, w hich  will  
expire in Septem ber, I took no vote for or 
against the legislation. You have to
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understand that w e  have  e le v e n  public  ports 
in California. M any o f  th o se  ports see  
leg is lation  as having  a co m p etit ive  
disadvarLage for their business. M any o f  the 
ports north o f  us, O akland, H uenem e.
R e d w o o d  City, R ichm ond, they all w ou ld  
lo v e  the business  that c o m e s  to southern  
California. L egisla tion  that m ight look to  
prevent business  or reduce business dow n  
here is looked  at as a bonanza for those ports, 
so  they are very  a g g re ss iv e  to get  as m uch  
business  as they can .. .Y ou'll  see  that m any  o f  
the t im es that w e  w ill  abstain from voting  for 
leg is la tion  or in support o f  leg islation .. .

In  a s u r p r i s in g  turn o f  e v e n t s ,  S e n .  L o w e n t h a l ' s  
port b i l l s  ( w h i c h  h a d  c l e a r e d  th e  S t a l e  S e n a t e )  
w e r e  b l o c k e d  b y  A s s e m b l y  D e m o c r a t s .  A  D a ily  
Breeze/Co p l e y  n e w s  s t o r y  ( l i n k e d  w i th  
p e r m i s s i o n  o n  LBReport.com ) in d i c a t e d  th is  
s t e m m e d  fr o m  s o m e  A s s e m b l y  D e m o c r a t s '  
a n n o y a n c e  w i t h  S e n .  L o w e n t h a l ' s  b i l l  to  r e fo r m  
th e  d r a w i n g  o f  l e g i s la t o r s '  d is tr ic t  l in e s  ( n o w  
v i s i b l y  G e r r y m a n d e r e d  b y  c o n t r o l l i n g  D e m o c r a t  
m a j o r i t i e s j .

T h e  A s s e m b l y  l e a d e r s h ip  e v e n t u a l l y  le t  o n e  ol" 
S e n .  L o w e n t h a l ' s  port  b i l l s  r e a c h  th e  A s s e m b l y  
f lo o r .  S e n .  L o w e n t h a l  u s e d  a "gut a n d  a m e n d e d "  
p r o c e d u r e  ( p o u r i n g  th e  c o n t a i n e r  f e e  t e x t  in to  
a n o t h e r  b i l l ,  S B  9 2 7 )  a n d  m a k i n g  s o m e  
s u b s t a n t iv e  c h a n g e s  ( m o n e y  p r e v i o u s l y  s la t e d  
fo r  th e  A Q M D  w i l l  n o w  g o  to  th e  C A  A ir  
R e s o u r c e s  B o a r d )  b e f o r e  th e  f in a l  v o t e .

S B  9 2 7  p a s s e d  th e  s ta te  l e g i s l a t u r e  a n d  is  (a s  w e  
p o s t )  n o w  o n  th e  G o v e r n o r ' s  d e s k . . .w i t h  in d u s tr y  
in t e r e s t s  f u r i o u s l y  l o b b y i n g  t h e  G o v e r n o r  to  v e t o  
it.

In th e ir  o p p o s i t i o n ,  t h e y  r o u t i n e l y  c i t e  t h e  
f e d e r a l  l e g a l  i s s u e s  that t h e  R o h r a b a c h e r  b il l  
(w h ic h  d ie d  w i t h o u t  s u p p o r t  f r o m  t h e  C i t y  o f  L B
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a n d  w i t h  o p p o s i t i o n  b y  t h e  P o rt 's  l o b b y i s t )  c o u l d  
l a r g e ly  h a v e  c u r e d .

" C o n ta in e r  f e e s  o f  t h .  so r t  c o n t e m p l a t e d  in  th e  
L o w e n t h a l  b i l l  w o u l d  v i o l a t e  th e  C o m m e r c e  
C l a u s e  o f  th e  U .S .  C o n s t i t u t i o n ,  in te r n a t io n a l  
l a w  a n d  U .S .  tre a ty  o b l i g a t i o n s ,  a n d  w o u l d  
e x p o s e  th e  s t a t e  o f  C a l i f o r n ia  to  c o u r t  c h a l l e n g e  
w e r e  it to  b e c o m e  la w ,"  s a id  t h e  p r e s id e n t  o f  t h e  
N a t io n a l  R e ta i l  F e d e r a t io n  (" th e  w o r ld 's  la r g e s t  
re ta il  tra d e  a s s o c i a t i o n ,  w i t h  m e m b e r s h ip  that  
c o m p r i s e s  a l l  re ta il  f o r m a t s  a n d  c h a n n e l s  o f  
d is t r ib u t io n  in c l u d i n g  d e p a r t m e n t ,  s p e c i a l t y ,  
d i s c o u n t ,  c a t a lo g ,  In te r n e t ,  i n d e p e n d e n t  s t o r e s ,  
c h a in  r e s ta u r a n ts ,  d r u g  s t o r e s  a n d  g r o c e r y  s t o r e s  
a s  w e l l  a s  th e  in d u str y 's  k e y  tr a d in g  p a r tn er s  o f  
reta il  g o o d s  a n d  s e r v i c e s " )  in a le t te r  u r g in g  
G o v .  S c h w a r z e n e g g e r  to  v e t o  th e  b i l l .

T h e  le t te r  a l s o  c o n t e n d e d  that th e  c o n t a i n e r  f e e  
w o u l d  " s u b s ta n t ia l ly  in c r e a s e  th e  c o s t  o f  m o v i n g  
g o o d s  t h r o u g h  L A / L o n g  B e a c h  a n d  a d v e r s e l y  
im p a c t  t h e s e  p o r t s ’ c o m p e t i t i v e n e s s  and  
w o r k f o r c e  a s  r e ta i le r s  a n d  o t h e r  s h ip p e r s  a re  
fo r c e d  to  lo o .  fo r  a l t e r n a t iv e  p o r ts  o u t s i d e  th e  
s t a t e  o f  C a l i f o r n ia  to  e n t e r  th e ir  g o o d s ."

LHReport.com w ill  report the G overnor's action -- 
veto  or approval -- on the Low enthal container fee 
m easure w hen  n ew s  breaks.

E n s u r i n g  N o n - E l e c t e d  P o r t  O f f i c i a l s  H e l p  
W r i t e  L a w  r e g u l a t i n g  S e c u r i t y  M e a s u r e s ,  

F e d ' l  " S A F E  P o r t "  A c t

O n  S e p t .  11, 2 0 0 1 ,  te r r o r is t s  u s e d  a ir p o r ts  at 
B o s t o n  a n d  N e w a r k  --  o p e r a t e d  b y  a rea  p o rt  
a u t h o r i t i e s  -- to  la u n c h  t h e ir  a t ta c k s  o n  A m e r i c a .  
T h e  p o r t -a u th o r i ty  run  a ir p o r ts  u s e d  
f e d e r a l l y - a p p r o v e d  u s e l e s s  " se c u r ity "  a p p r o v e d  
in a p r o c e s s  h e a v i l y  i n f l u e n c e d  b y  h ir e d  
l o b b y i s t s  a n d  a d v o c a t e s  fo r  in d u s tr y  in te r e s t
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g r o u p s .

N e a r l y  f i v e  y e a r s  a f te r  that d a rk  d a y ,  th e  p r o c e s s  
w a s  a r g u a b ly  r e p e a te d .

O n  M a r c h  1 7 ,  2 0 0 6 ,  t h e  P o rt  o f  L o n g  B e a c h  
s e r v e d  a s  hos*  fo r  a  m e e t i n g  w i t h  m e m b e r s  o f  
C o n g r e s s  w r i t in g  a n d  v o t i n g  o n  H R  4 9 5 4 ,  
d u b b e d  b y  its  s u p p o r t e r s  th e  " S A F E  Port" A c t ,

S a c i a i r  m to )
a n d  L o re tta  
S a n c h e z  ( D . ,

! G a r d e n  G r o v e ) ,  c h a ir  a n d  r a n k in g  m e m b e r ,  
r e s p e c t i v e l y ,  o f  t h e  S u b c o m m i t t e e  o n  E c o n o m i c  
S e c u r i t y ,  In fr a s tr u c tu r e  P r o t e c t io n  &  
C y b e r s e c u r i t y  o f  t h e  H o u s e  H o m e l a n d  S e c u r i t y  
C o m m i t t e e .

A l s o  t a k in g  part w e r e  Port o f f i c i a l s  ( P o L A  E x e c .  
D ir  G e r a l d in e  K n a tz ,  a P o L B  a lu m n a ) ,  L B  
H a r b o r  C o m m i s s i o n e r s  J a m e s  H a n k la  a n d  M a r io  
C o r d e r o ,  P o L B  E x e c u t i v e  D ir .  R ic h a r d  S t e i n k e  
a n d  m u l t i p l e  P o L B  s t a f f e r s ,  p lu s  f e d e r a l  o f f i c i a l s  
a n d  in d u s tr y  in te r e s t s .

B u t  at a p r e s s  e v e n t  c a l l e d  to  p u b l i c i z e d  th e  
m e e t i n g ,  w e  s a w  n o  e l e c t e d  o f f i c i a l s ,  n o  L B  o r  
L .A .  C i t y  C o u n c i l m e m b e r s  o r  L B  c i t y  
m a n a g e m e n t .  W e  s u b s e q u e n t l y  l e a r n e d  la te r  that  
t h e n - M a y o r  B e v e r l y  O 'N e i l l ' s  o f f i c e  w a s  
in f o r m e d  o f  t h e  m e e t i n g . . . b u t  o t h e r  L B  e l e c t e d  
o f f i c i a l s  w e r e n ' t . . .a n  o v e r s i g h t  that P o L B ' s  C arl  
K e m p  t o ld  us r e s u l t e d  f r o m  a  c l e r i c a l  error . M r.  
K e m p  s a id  a : c c  l i n e  o n  a n  a d v i s o r y  m e m o  to

T h o s e
p a r t ic ip a t in g  
in  th e  m e e t i n g  
i n c l u d e d
C o n g r e s s m e n !  
D a n  L u n g r e n

(R-,
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C o u n c ilm em b e rs  w a s in a d v e r te n t ly  n o t 
tra n sm itte d . " I t  w as m y  e r ro r , " M r . K em p  sa id .

L B R e p o r t . c o m  a lso su b s e q u e n tly  lea rned and 
re p o r te d  th a t A s s e m b ly w o m a n  B e tty  K am e tte  
(D . , L B ) , w h o s e d is t r ic t in c lu d e s th e P o rt o f  L B , 

w as to ld  b y  s ta f f in C o ng re s sm an L u n g re n 's  D C  
o f f ic e  th a t she w as n o t w e lc o m e  to  a tte n d as a 
p a r t ic ip a n t .

L B 's  in te re s ts in  DC .

W e n o t ic e d  th a t C o ng . R o h ra b a ch e r (w h o s e  
d is t r ic t in c lu d e s the P o rt o f  L B - L .A . )  w a sn 't 

lis te d  as a co -s p o n s o r on the b il l . . .a n d  at a new s 
c o n fe re n c e  w e asked i f  C o ng re s sm en !b e rs 
L u n g re n  a nd S anche z s u p p o rt C o n g re s sm an 

R o h ra b a ch e r 's e f fo r ts  to enab le P o rts to  le v y 
c o n ta in e r fees -  p a id  b y sh ip p e rs w h o s e 
c o n ta in e rs c re a te p u b lic  s e c u r ity  r is k s  and co s ts 
-  to h e lp d e f ra y  p u b l ic  cos ts o f  c o n ta in e r - 

re la te d s e c u r ity  m easu res .

( In  A u g u s t 2 0 0 5 , P o rt o f  L B  lo b b y is t S m ith  
p u b l ic ly  to ld  L B 's  H a rb o r C om m is s io n e rs th a t 
h is f i rm  had he lp ed k i l l C o n g . R o h ra b a ch e r 's 
c o n ta in e r fe e le g is la t io n . )

C o n g re s sm an L u n g re n  sa id the c o n ta in e r fee 
idea is "n o t o r ig in a l w i th  D ana [C o n g re s sm a n 
R o h ra b a c h e r ] , th e re  w as an [o p -e d  p ie c e by a 
th ir d  p a r ty  in  a n a t io n a l n ew sp a p e r] su g g e s tin g

re p re se n te d 

th e C it y  o f

S m ith . . .w h o  

fo r yea rs has 

a lso

P resen t a t the 
e ve n t w as the 
P o rt o f  L B 's  

D C  lo b b y is t 
E. D e l
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th a t th e re be a $20 ch a rg e pe r c o n ta in e r . A t lea s t 
th a t has a c o n n e c t io n  w ith  the p rocess . I w o u ld  
l ik e  to s t ic k  w ith  th e fees th a t a re a lre a d y 
e x is t in g . 1 d o n 't k n o w  w h a t the tra de 
im p lic a t io n s  a re w ith  tha t. I 'm  no t su re w h a t th e 

to ta l ta x im p lic a t io n s  are fro m  tha t. A l l I 'm  
sa y in g  is w e at leas t s ta rt the deba te g o in g  w ith  a 

d e d ic a te d so u rc e o f  fu n d s o r s tre am  o f  fu n d s fo r 

th is  p u rp o se o u g h t to be e s ta b lis h e d . I f  th e y 
w a n t to  f in d  i t som e o th e r w a y , I'm  h a p p y to 
engage in  th a t deba te b u t at leas t w e 're  s a y in g  
w e th in k  it 's th a t im p o r ta n t th is o u g h t to be 

d ed ic a te d fo r th is p u rp o se ."

T h e  H ou se ve rs io n  o f  the S A F E  P o rt A c t re lie s 
on m a r it im e  cu s tom s fees fo r fu n d in g . T h a t v ie w  

is su p p o rte d  b y  the A m e r ic a n  A s s o c ia t io n  o f  
P o rt A u th o r i t ie s  ( A A P A ) , an a d v o c a c y g ro u p  in  
w h ic h  th e P o rt o f  L B  is a m em be r. A A P A  says 
it s u p p o rts in c re a se d p o r t s e c u r ity  b u t opposes 

n ew  taxes on sh ipp e rs .

In  a p o l ic y  s ta tem en t on its w e b s ite  pos te d 
b e fo re  in t ro d u c t io n  o f  the S A F E  P o rts act,
A A P A  sa id , " A A P A  be lie v e s th a t C u s tom s 
d u tie s sh o u ld  be used as a sou rce o f  s e c u r ity  
fu n d s i f  C o ng re s s seeks a ded ica te d so u rc e o f  

fu n d in g . A A P A  opposes new  taxes to  fu n d  

s e c u r ity  e n h a n cem en ts ."

T h e  A A P A  a lso w o rk e d  to de fe a t an am e n dm e n t 
o ffe re d  b y C o ng re s sm em b e rs E d M a rk e y  (D . , 
B o s to n ) and Je r ro ld  N a d le r (D . N Y C ) tha t 
w o u ld  have am ended the S A F E  P o rt A c t to  add 
a re q u ire m e n t tha t a ll in c om in g  ca rg o co n ta in e rs 
be in sp e c te d and sea led b e fo re  e n te r in g  th e U .S . 
and scanned fo r ra d ia t io n  and d e n s ity  and , i f  

a p p ro p r ia te , a to m ic  e lem en ts

T h e  te x t su p p o rte d  b y M a rk e y  and N a d le r s ta te d 
in  p e r t in e n t p a rt:
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IN G E N E R A L . - A  container m ay  en ter the 
United States, either directly  or via a foreign 
port, on ly if~

" (A )  the container is scanned with 
equipm ent that meets the standards 
established pursuant to paragraph (2)(A) and 
a copy o f  the scan is provided to the 
Secretary; and

" (B )  the container is secured with a seal 
that meets the standards established pursuant 
to paragraph (2)(B), before the container is 
loaded on the vessel for shipm ent to the 
United States.

(2) S T A N D A R D S  F O R  S C A N N IN G  
E Q U I P M E N T  A N D  S E A L S  -

" ( A )  S C A N N IN G  E Q U I P M E N T .- T h e  
Secretary shall establish standards for 
scanning equipm ent required to be used 
under paragraph (1 )(A) to ensure that such 
equipm ent uses the best-available 
technology, including technology to scan a 
container for radiation and density and, i f  
appropriate, for atom ic elements.

" ( B )  S E A L S .—T he Secretary shall 
establish standards for seals required to be 
used under paragraph (1 )(B) to ensure that 
such seals use the best-available technology, 
including technology to detect any breach 
into a container and identify the tim e o f  such 
breach.

W h ile  th e A A P A  ( fu n d e d  in p a r t b y  dues pa id 

b y L B 's  and L .A . 's  p u b l ic ly  o w n e d  P o rts ) 
w o rk e d  to  d e fe a t th e c o n ta in e r in s p e c t io n  
re q u ire m e n t, the C i t y  o f  L B  o f f i c ia l l y  
s a id . . .n o th in g . W he n the ca rg o  c o n ta in e r 
in s p e c t io n  am e n dm e n t re a ch ed the H o u s e f lo o r 
on M a y  4 , 2 0 0 6 , C o n g re s sm em b e rs M a rk e y  and 
S a d le r ga ve s tro n g  speeches in  s u p p o r t . . .b u t 
th e y d id n 't h a ve s u p p o rt f ro m  C A 's  f i f t h  la rg e s t
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c i t y , h om e to p a r t o f  th e n a tio n 's b u s ie s i 
c o n ta in e r p o r t c o m p le x . T h e  L B  C i t y  C o u n c il 
had s im p ly  n o t d is cu sse d the issue .

N e ith e r C o n g re s sw om a n Jane H a rm a n  (D ., 
S o u th b a y ) , a c o -a u th o r o f  the "S A F E " p o r t b i l l , 

n o r C o n g re s sw om a n  Ju an ita M il le n d e r - 
M c D o n a ld  (D . , C a rs o n -L B ) sp o ke in  su p p o rt o f  
th e 100%  c o n ta in e r in s p e c t io n  re q u irem e n t. 
H a rm a n  w as one o f  the o r ig in a l ly  lis te d  c o ­
s p o n so rs o f  th e 100%  in s p e c t io n  am e n dm e n t b u t 
on the H o u s e f lo o r H a rm a n sp o ke in  fa v o r o f  th e 
b i l l w ith o u t it. " I u rg e its passage. T h is  is the 
f ir s t g re a t d a y o f  th e 2 0 0 6 le g is la t iv e  ca le n d a r , ' 

C o n g re s sw om a n H a rm a n  sa id .

A f t e r  v o t in g  to pu t th em se lv e s on re c o rd  in 
fa v o r o f  the 100%  co n ta in e r in s p e c t io n  
re q u ire m e n t, C o n g re s sm em b e rs H a rm a n and 
M il le n d e r -M c D o n a ld  then jo in e d  a ll bu t one 
D em o c ra t (M a r k e y ) in v o t in g  fo r th e  b il l 

w ith o u t it.

C o n g . D a n L u n g re n  (R ., S a c ram e n to ), a 

p re v io u s  L B  re s id e n t/re p re s e n ta t iv e  w h o c o ­
a u th o re d  the "S A F E " p o r t b i l l , and C ong re s sm an 
D ana R o h ra b a c h e r (R ., H B - L B -P V ) , w h o  
re p re se n ts ro u g h ly  2 0%  o f  L B  (S E E L B ) , vo te d 
aga in s t th e 100%  in s p e c t io n  re q u ire m e n t and 
vo te d fo r the b i l l w ith o u t it.

W e pos t b e lo w  e x te n d e d p o r t io n s o f  the M a y  4 , 

2 0 0 6 H ou se deba te on th e 100%  c o n ta in e r 
in s p e c t io n  re q u ire m e n t fro m  the C o n g r e s s io n a l  

R e c o rd  [w i th  b ra c k e te d m a te r ia l b y us fo r 
c la r i t y ] :

M r.  K I N G  (R. N Y) | ! Io u se  H o m e la n d  
S ecu r i ty  C o m m i t t e e  c h a i r | :  ...M adam  
Chairm an, on Septem ber 11 all o f  us pledged 
that w e would do all w e could to prevent 
another terrorist attack from occurring in this
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country. O ne o f  the areas w here w e are most 
vulnerable is ou r ports. There are 11 million 
containers that com e into our ports every 
year from foreign countries. M uch progress 
has been m ade since Septem ber 11 in 
protecting our ports and im proving the 
inspection process, the screening process, the 
scanning process; but the reality is that m ore 
has to be done.

i strongly  believe that the SA FE Ports Act is 
a m ajor step in the direction o f  giving us that 
level o f  protection that we rivjd. For 
instance, it provides $400 million a year in 
r isk-based funding for a dedicated port 
security  grant program.

It m andates  the deploym ent o f  radiation 
portal m onitors which will cover 98 percent 
o f  the containers entering our country  and 
then going out into the country...

A nd as far as the Container Security 
Initiative, CSI, it m andates that the Secretary 
o f  H om eland Security will not aliow any 
conta iner to be loaded onto a ship overseas 
unless that container is inspected at our 
request. In the past, we have had a num ber o f  
countries that refused to m ake these 
inspections. There have been 1,000 
containers that have entered this country 
unexam ined , uninspected because the 
overseas ports would not carry out the 
inspection. In the future, that w ’U not be 
a llow ed to happen.

Also, we require DHS to continually  evaluate 
em erg ing  radioactive detection and imaging 
technology. We also increase the num ber o f  
inspectors by 1,200. All o f  these are part o f  
the layered response and the layered system 
o f  defense that we need to significantly and 
dram atically  upgrade the level o f  protection 
in our ports.

This is a bill which I believe w arrants the

http://www.lbreport.eom/news/sep06/91106.htm 1/27/2007

http://www.lbreport.eom/news/sep06/91106.htm


LBReport.com Page 29 o f 48

support o f  the entire House. It passed  out o f  
the subcom m ittee  unanim ously, and it passed 
out o f  the full com m ittee by a vote o f  29-0, 
and I will be i rging its adoption today...

M r .  D A N I E L  E. L U N G R E N  (R. C A  
{S ac ra m en to  areaJ): . . .This  is the best o f  
bills: legislation written to m ake a law, not to 
m ake a political statement. Yes, there are 
political statem ents that will be m ade about 
this bill, but the fact o f  the m atter is w e  are 
m oving forward in an effective w ay to solve 
a challenge that is out th^re that the 
A m erican people recognize and that w e 
recognize...

I w ould  say w e are going to have a debate 
about 100 percent inspection, and 1 would 
say w e all would hope to r that day. But I 
would ju s t  direct people's attention to the 
National Journal o f  this last Friday on the 
inside page where they have som ething 
called the "R ea l i ty  Check" and they refer to 
this effort to have 100 percent conta iner 
inspection They say, and this is the National 
Journal, that " i t  is a nice idea but not very 
feasible with current technology. Eleven 
million containers are shipped to U.S. ports 
each year. O f  those, U.S. C ustom s and 
border protection personnel physically  screen 
only about 6 percent, 660,000. 'I t  is a noble 
impulse, but as a practical matter, it c a n ’t be 
accom plished  right now ,’ said Jack Riley, 
hom eland security expert with R A N D .”

The key to being able to carry this out in the 
future is better equipm ent that stands [we 
believe he said "scans”] faster; and that 
requirem ent, that impulse, is in this bill as a 
result o f  an am endm ent adopted that w as 
presented by the gentlew om an from Florida. 
W e are attem pting to m ake us safer. Let us 
rejoice in this day and let us support this bill.

M r .  M A R K E Y  (D., MA): . . .Mr.  Chairm an, I 
thank the gentleman.
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This bill has a fatal flaw. It relies upon 
paperwork checks. I f  you went to the airport 
with your bags, show ed up, show ed the 
person your ticket and  your ID, and then the 
person ju s t  waived you on to the plane with 
another 150 people and all the bags went on 
as well, with no scanning, no screening, you 
would sit petrified in your seat.

Weli, that is what is going to happen, unless 
the recommittal motion which Mr. Nadler 
and I are going to m ake later on today is in 
fact voted upon successfully.

T he Republican leadership has refused to 
allow a debate on 100 percent screening o f  
cargo containers com ing into the United 
States.

Now, w hy is that important? It is important 
because o f  all o f  the unsecured nuclear 
material in the form er Soviet Union that al 
Qaeda can purchase, take to a port in Europe, 
in Asia, in Africa, and then, with a piece o f  
paper and an ID, waive on a 10,000 or
20,000 or 30,000 pound container and, with 
the nuclear bom b inside o f  it, send that ship, 
that container, right to a port in the United 
States, to New York, to Boston, to 
California, to any  o ther city in America, 
without being screened.

President Kennedy took on the Soviet Union 
technologically in the 1960s. He put a man 
on the m oon in 8 years. The Republicans are 
saying they can't figure out in 8 years, 8 
years, from 2001 to 2009, how to screen 
cargo containers com ing into the United 
States and how to put tam per-p roof seals on 
them, know ing that al Q aeda has said that 
bringing a nuclear weapon into the United 
States is their highest goal, to kill hundreds 
o f  thousands o f  Americans.

So this vote that we have later on today will 
decide w hether o r  not this fatal Haw in the
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Republican bill is a llow ed to stand, i f  the 
Bush adm inistra tion is allow ed to turn a 
blind eye to  the nu m b er  one threat that al 
Qaeda poses to ou r country.

M r .  K I N G  o f  N ew  York. Mr. Chairm an, I 
yield m y se lf  the balance o f  m y time.

Mr. C hairm an , we went through a very long 
and productive, bipartisan process in arriving 
at this point today. It trivializes the debate , it 
dem eans the process, to be suggesting that 
anyone, anyone at all in this body, certain ly 
anyone on this com m ittee, is not absolutely  
com m itted  to the protection o f  every 
A m erican life. Those o f  us w ho cam e from 
districts w ho lost large num bers o f  peop le  on 
Sep tem ber 11 perhaps have even a m ore 
acute in terest in doing all we possibly  can.

But w e also don't want to do the most cm  el 
thing o f  all, and that is hold out a false hope.
T he w orst thing o f  all is to adopt legislation 
which is sym bolic  rather than real. W e want 
results. We are not looking for sound bites, 
we are not looking for headlines, we are not 
looking for the evening news, w e are not 
looking for the tabloids. We are looking lo 
get results to save A m erican  lives and to 
m ake A m erica safer.

That is exactly  what this legislation does, 
through layers o f  defense, through layers o f  
security, through well-thought-out processes 
and urging as quickly as possible the 
advancem ent and the use o f  technology that 
can be done. Not technology that m ight work 
o r m ight not work, but technology that can 
w ork and will work and can be im plem ented 
in an effective way.

That is v, hat this is about. That is what the 
debate should  be about. As the late m orning 
and early  afternoon goes forward, I am  sure 
the A m erican  voters w ho are w atch ing  this 
will see that there are those o f  us w ho do
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want to maintain the level o f  debate on both 
sides o f  the aisle, and that level is going to 
bring about American security.

Mr. Chairm an, I yield back the balance o f  
m y time.

M r .  N A D L E R  (D. NY):...Mr. C hairm an , 1 
rise in very tepid support o f  this bill. It is a 
very nice bill. It has som e nice provisions. 
N one o f  it matters very m uch i f  we do  not at 
least electronically scan every container 
before it is put on a ship bound for the 
United States. All it would take is one atom ic 
bomb, one radiological bomb, to m ake  9/11 
look like a lire cracker, to kill hundreds o f  
thousands o f  people, to cost hundreds o f  
billions o f  dollars, to bring com m erce to a 
total halt for weeks or months w hile every 
ship, every container is not scanned, but 
searched, inspected by hand before they are 
allow ed to proceed into this country, because 
that is what will happen i f  there is, G od 
forbid, a disaster in this country.

W e have no protection against that now.
Even w ith  this bill, we depend on risk-based 
analysis, on paper as Mr. M arkey said, to 
defend us. W hat the motion to recom m it 
does is to say that no container can be put on 
a ship bound for the United States until it is 
scanned for radiation and for density, until 
the result o f  that scan is transmitted 
electronically  in real-time to A m erican 
inspectors in the United States, and until a 
tam per-p roof seal that will tell us w hether 
that container has been tam pered with after it 
is scanned is put on that container.

W e are told this is not feasible. Mr. King 
says the technology does not c ds t.  But it is 
done  in I long Kong today. It is done in Hong 
Kong today. T he two biggest terminals in 
H ong K ong have this. O f  course, nobody
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bothers reading the scans because the 
D epartm ent o f  H om eland Security cannot be 
bothered. They are on a hard drive in Hong 
Kong.

It is relatively cheap, $6.50 per container, 10 
seconds per container, no delay. But the DHS 
has no urgency. Mr. G ingrey, a Republican 
o f  G eorgia at the Rules C om m ittee, said tnat 
he had a com pany in his district that makes 
those tam per-proof seals that can talk to the 
global positioning satellite; but he cannot get 
DHS to talk to them, they are not interested.

The m otion to recom m it we are told is 
irresponsible and partisan. It is, in fact, word 
for w ord identical as the am endm ent that was 
agreed to by the chairm an o f  the 
Transportation C om m ittee and adopted 
unan im ously  by a bipartisan vote in the 
Transportation Com m ittee. But suddenly 
when it comes to the floor, it is a partisan 
am endm ent.

The Republicans on the Transportation 
C om m ittee  understood the necessity  for 
protecting our homeland.

The Republicans on the Hom eland Security 
C om m ittee  apparently do not, nor does the 
Republican leadership, because they will not 
agree to this obvious thing to do that 
everyone, bipartisan, on the Transportation 
C om m ittee  agreed to do.

Mr. Chairm an, the main risk com es from the 
so-called low-risk containers, not the high- 
risk containers. W al-M art ships a shipm ent 
o f  sneakers from a factory in Indonesia. And 
on the truck on the way to the port, the truck 
driver goes to lunch. A nd while he is at 
lunch, som eone takes out a package o f  
sneakers and puts in an atomic bomb. The 
bill o f  lading is line. It is a reliable com pany.
It is low-risk, and there is an atomic bom b on 
that container, and no one sees it because that

http://www.lbreport.com/news/sep06/91106.htm 1/27/2007

http://www.lbreport.com/news/sep06/91106.htm


LBReport.com

M aybe it is scanned under this bill in Boston 
O'- in Los Angeles. It is too late to look at it in 
Los Angeles i f  there is an atomic bom b on 
board.

Mr. Chairm an, this m otion to recom m it, 
which I hope M em bers will vote for on the 
merits, not vote party line against it because 
it is a procedural m otion or som e such 
nonsense, makes this a w orthy bill, and 
m akes this a bill that will really protect 
Americans... I offer this motion to recom m it 
with the gentleman from M assachusetts  (Mr. 
Markey), and 1 thank him for his efforts on 
this issue.

This is a reasonable bill, but none o f  it 
matters much i f  we don't at least 
electronically scan every sh ipping container. 
All it takes is one atomic or  radiological 
bom b to make 9 /1 1 look like a firecracker, to 
kill hundreds o f  thousands o f  people, to cost 
hundreds o f  billions o f  dollars, to bring 
com m erce to a total halt for w eeks or m onths 
while every ship is searched by hand because 
w e don't have in place the m eans to scan 
every container.

That is what this motion is about. I f  we 
really want to m ake this country safer w e 
must dem and that before any container is put 
on a ship bound for the United States it must 
be scanned electronically in the foreign port.
It is too late if  we find a nuclear bom b in Los 
Angeles o r  New York.

T he container must then be sealed with a 
seal that will tell us i f  it is tam pered with 
after it is scanned, and the results o f  the scan 
m ust be transmitted electronically to people 
in the United States for exam ination.

This  motion is identical to an am endm ent 
that was unanimously agreed to by C hairm an 
Young and the entire Transportation

container is not scanned.
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C om m ittee  a m onth ago. This is not a 
partisan issue, unless you choose to m ake it 
so by voting "n o ."

They say the technology doesn 't exist. The 
technology most certainly does exist. It is 
installed right now in H ong Kong. The 
technology is installed in H ong Kong now, 
except that the results o f  those scans are 
stored on disks because no one at the 
Department o f  H om eland Security can be 
bothered to read them.

The people w ho say we can't do this are the 
sam e people that told us 2 years ago that we 
couldn't get a bill o f  lading for every 
container 24 hours in advance, the same 
people w ho told us that if  we searched every 
passenger, the airports would be gridlocked, 
the planes would never take off. Scanning 
every container is feasible, it is relatively 
cheap, and it will not delay global comm erce.

I f  we continue to rely solely on so-called 
risk-based strategy, the terrorists will smiply 
put the atomic bom b in a low-risk container 
from W al-Mart. The real risk is that a good 
com pany will have a container with sneakers 
on a truck in Indonesia. On the way to a port, 
the driver will stop for lunch: and while he is 
at lunch terrorists will take out som e 
sneakers and put in a bomb. And the bill o f  
lading will be fine.

The question on this motion is, do we or do 
we not want to risk American cities and 
\m erican  lives on the chairm an's confidence 

in W al-M art's paperwork?

Mr. Speaker, I yield now to a leader on this 
issue, Mr. Markey.

M r .  M A R K E Y .  I thank the gentlem an 
from New York for his great leadership on 
this issue.

This recommital motion deals with the fatal
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f  aw in the R epublican bill. T hey  have 
refused to allow a vote on this H ouse  floor 
on this issue. This is now the tim e for the 
M em bers to go on record to get real about 
cargo security.

The threat is that, in the form er Soviet 
Union, with all o f  the loose nuclear material, 
that al Q aeda purchases a nuclear device, 
brings it to a port in Asia, in Africa, in 
Europe, places it upon a ship. Using the 
screening which the Republican party 
supports, the screening w ould be a p iece o f  
paper. Oh, you look okay. You can bring it 
on to the ship. No inspection, no scanning. 
That is what their bill does.

T he Democratic substitute says that no 
container can be placed on a ship com ing to 
the United States which is not scanned  for 
uranium, for nuclear m a te r i : ' ;, for a nuclear 
bomb, for weapons o f  m ass destruction.

I  he screening must be done overseas, and 
we must seal those contam ers. We m ust scan 
and seal overseas so that we do not have to 
duck and cover here in the United States.
That is the risk that al Q aeda has said they 
pose to us at the very top o f  their terrorist 
target list.

T he Republicans are basically saying they 
are going to put a "B ew 'are  o f  Dog" sign out 
on the lawn but not purchase a dog, never do 
the screening, never do the inspection, use a 
paperwork inspection instead.

This bill has a loophole big enough to drive 
a cargo container filled with nuclear w eapons 
material through it. This is an historic 
m om ent.

Here is the seal which the Republicans are 
still approving to be p l a ^ d  upon a cargo 
container. This can be cui by a child's 
scissors, ladies and gentlemen.
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This is what should be placed upon each 
one o f  the containers after they have been 
scanned, after they have been sealed, to m ake 
sure that i f  it is tam pered with an electronic 
signal goes to the D epartm ent o f  H om eland 
Security.

The Republican party says no. The 
Republican party says they will use 
paperwork instead o f  real, physical scanning 
o f  each and every cargo container, know ing 
that it could have a nuclear w eapon, know ing 
that these nuc ja r  materials have not been 
secured in the former Soviet Union,

Vote "a y e "  on the recom m ital m otion and 
protect the security o f  our country from the 
single greatest threat that is posed to it. Vote 
"a y e"  on the recom mital motion.

M r .  K I N G  [R. N Y ] . ..Mr. Speaker, 1 rise in 
opposition to the motion to recom mit.

The SPE A K E R  pro tempore. T he 
gentlem an is recognized for 5 minutes.

Mr. KING o f  New York. Mr. Speaker, I 
yield to the gentlem an from California (Mr. 
Dan ie l E. Lungren), the author o f  the 
legislation.

M r .  D A N I E L  E. L U N G R E N  |R . C  \ j  :
Mr. Speaker, I cam e to this body with m any 
o f  you to m ake sure that we did w hat was 
necessary to protect our constituents. 1 
brought this bill lo the floor, through the 
subcom m ittee, com m ittee  and to the floor 
with that prom ise in mind.

This is not, as the gentlem an from 
M assachusetts said, a Republican bill. This 
is, in fact, a bipartisan bill. Eighty 
cosponsors. Passed our com m ittee  29-0.

There is a d ispute with respect to this 
particular technology, and I m igh t ju s t  refer 
you to the National Journal o f  this last week
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talking about this very issue. It said, nice 
idea, but not very feasible w ith current 
technology.

Eleven m illion containers are shipped to 
the U.S. ports each year. O f  those, U.S. 
Custom s and Border Protection personnel 
physically screen, that m eans inspect, only 
about 6 percent, or 660,000.

It is a noble impulse, but, as a practical 
matter, it can't be accom plished right now, 
said Jack  Riley, H om eland Security expert 
with Rand.

The key to being able to carry this out in 
the future is better equipm ent that scans 
faster. That is what our bill does. It asks us to 
accelerate our investigation into new 
technology. It m andates that the Secretary, if, 
in fact, he finds that to be usable, practical, 
adaptable, that he then negotiate with foreign 
countries to im m ediately  put it into place 
and, i f  they refuse, gives our President and 
our Secretary the right to refuse to allow 
their cargo into the United States. We don't 
put i  time limit on it. We said as soon as it is 
feasible to do it.

So as a great political philosopher, Don 
Meredith, once said, " I f  ifs and buts were 
candy and nuts, every day would be 
Christmas."

W e don't bring you a hope that cannot be 
fulfilled. W e bring you a prom ise that can be 
fulfilled in this bill. Please vote dow n this 
motion lo recommit.

M r .  K IN G  o f  New Y ork .  Mr. Speaker, let 
me at the outset com m end Ranking M em ber 
Thompson, Chairm an LU N G R E N , Ranking 
M em ber S A N C H E Z ,  Ms. Harman  for the 
truly bipartisan jo b  they did in putting this 
together...

I am proud o f how bipartisan this was,
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right up till a few m om ents ago. Just this 
afternoon w e adopted nine D em ocratic  
am endm ents on this bill.

The reality is, though, this is an 
outstanding port security bill. I cam e from a 
district which lost m ore  than 150 friends, 
neighbors and constituents on Septem ber 11. 
Unlike Mr. Markey , I don't need visual aids 
to rem ind me o f  what happened on 
Septem ber 11.

M r .  M A R K E Y .  Will the gentlem an yield?

M r  K I N G  o f  New Y o rk .  No. I will not 
yield. I did not interrupt you.

M r .  M A R K E Y .  M oham m ed Atta started 
in Boston, my friend. There were Bostonians 
on that plane.

T h e  S P E A K E R  p r o  t e m p o re .  The
gentlem an from New York is recognized.

M r .  K I N G  of  New Y ork .  A m azing  how 
the truth hurts.

I do* t need visual aids to rem ind m e what 
happened on Sep tem ber 11.1 can go to my 
district office and see a w om an w ork ing  at 
the front desk w ho lost two cousins. I can 
talk to another m em ber o f  m y s ta f f  w ho lost 
a son, or another m em ber w ho lost two 
brothers on that day. I can go to church on 
Sunday and see 10, 15 families w ho lost 
people.

This is an issue w here  every M em ber on 
both sides o f  the aisle is com m itted  to doing 
the right thing. A nd it is w rong w hen people 
on the o ther side say the Republicans are not 
trying to stop another nuclear attack. Do they 
really believe that? Do they so dem ean the 
process o f  debate in this H ouse that they are 
willing to do anyth ing to get elected, do 
anything to m ake points on evening  news, 
the sound bites, the cable TV ?
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The fact is this bill is a real bill. It does not 
send a false or m isleading hope. It is not a 
cruel hoax. It does what is real. It does what 
can be done, and that is w hy I am so proud o f  
this bill.

W e adopted am endm ents by Ms. Ginny 
Brown-lVaite, by Mr. Shays. And, by the 
way, the language in our bill is far sim ilar to 
the am endm ent adopted on a bipartisan basis 
sponsored by a m em ber o f  the opposition 
party in the Senate yesterday than anything 
Mr. Markey or Mr. Nadler  have introduced 
today.

So I say, do what is right. Stand for real 
port security, stand for a really strong 
America. Vote dow n the motion to recom mit 
and vote for the underlying bill that will 
bring about real safe ports in this country and 
we can all be proud o f  it.

1 yield back the balance o f  m y time.

T h e  S P E A K E R  p r o  t e m p o re .  All time for 
debate has expired.

W ithout objection, the previous question is 
ordered on the motion to recommit...

M r .  N A D L E R .  Mr. Speaker, on that I 
dem and the yeas and nays.

The yeas and nays were ordered...

T h e  m o t io n  to re c o m m it fa ile d  on a 2 0 2 -2 2 2  
nea r p a r ty - l in e  vo te  (s ix  R epubs vo te d w ith  
D em s ). T h e  H o u se the n passed the "S A F E  P o r t" 
b i l l w ith o u t the 100%  c o n ta in e r in s p e c t io n  

re q u ire m e n t on a 4 2 1 -2 v o te .. .s e n d in g  it to the 

Senate .

Epilogue and Prologue

O n S e p tem b e r 11, 2 0 0 6 the U .S . Sena te is 
s ch e d u le d to ta k e up its v e rs io n  o f  th e S A F E
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P o rt A c t ; tw o  am e n dm e n ts (o n e j y  Sen. John 
M cC a in  (R ., A Z )  on ra i l s e c u r ity ) ha ve a lre a d y 

been o ffe re d . . .a n d  m o re  m a y be c o m in g .

A s th e b i l l c u r re n t ly  s tands , i t in c lu d e s the 
fo l lo w in g  p ro v is io n s  (s u m m a ry  te x t)

Section 121: D om est ic  r a d ia t i o n  de tec t ion  
[ a n d  im ag ing .  Requires the [Hom eland
! Security] Secretary to develop a strategy for 

deploym ent o f  radiation detection 
! capabilities and ensures that by D ecem ber

2007, all containers entering the U.S., 
through the busiest 22 seaports, shall be 

J exam ined  for radiation. Requires DHS to
i subm it a report o f  the strategic plan
! developed and to implement the strategy

nationw ide w ithin three years. Requires DHS 
to subm it a separate plan for the developm ent 
o f  equipm ent to detect W M D  threats at all 
U.S. ports o f  entry.

Sec t ion  122: P o r t  s e cu r i ty  u s e r  fee study .
Requires DHS to study the need for and 
feasibility o f  oceanbom e and port-related 
transportation security user fees to be 
collected for funding port security 
im provem ents. Requires DHS to subm it a 
report detailing the results o f  the study, 
analysis o f  current custom s fees and duties 
collected that are dedicated to security, 
com parison  o f  com parab le  fees imposed in 
ports o f  Canada and M exico, assessm ent o f  
the im pact on com petitiveness o f  U.S. ports, 
and recom m endations based on flndin s.

O n S e p tem b e r 8 , 2 0 0 6 , Sen. Susan C o l l in s  (R ., 
M E ) in d ic a te d  she e xp e c ts deba te on the issue o f  
re q u ir in g  th e 100%  in s p e c t io n  o f  ca rg o  
co n ta in e rs . She v o ic e d  he r o p p o s it io n  to a 100%  
c o n ta in e r in s p e c t io n  re q u ire m e n t b y q u o t in g  a 
le t te r sen t to  he r b y an in te re s t g ro u p  

re p re s e n tin g  re ta ile rs . W e q u o te  the 
C o n g r e s s io n a l  R e c o r d  te x t b e lo w :
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Ms. C O LL IN S. Mr. President, one o f  the 
issues that will undoubtedly  com e up during 
the debate on the port security bill has to do 
with the scanning o f  containers. Som e people 
have asked: W hy don't w e scan 100 percent 
o f  the 11 million containers com ing into this 
country? A nd the answ er is sim ply that it is 
not practical with the current technology.
The bill that is before us authorizes three 
pilot projects in three foreign ports w here we 
w ould take a look at the feasibility and 
practicality and the implications o f  100 
percent scanning.

There is 100 percent screening. There is a 
difference between screening a container, 
w hich m eans gathering information on each 
and every container and doing a 
sophisticated com puter analysis to determ ine 
w hich are o f  h igher risk, versus scanning 
each container with an x-ray-type m achine or 
som e other m ethod or  a physical inspection.

T h e  problem  o f  trying to scan 100 percent o f  
all containers is best sum m ed up by a letter 
that we recently received from the Supply 
Chain  Security Coalition, This is a coalition 
o f  som e o f  the largest and most 
know ledgeable  stakeholders in the supply 
chain 's system, including the Retail Industry 
Leaders Association.

T he letter says:

O ne hundred percent scanning proposals and 
am endm ents advocating such a proposal 
could potentially actually decrease security 
by forcing containers to sit for extended 
periods o f  time, putting them at greater risk 
o f  tam pering, and w ould divert resources 
aw ay from the current risk assessm ent 
approach. In addition -  and this is the key 
point -  such a m andate  has the potential to 
significantly im pede ihe flow o f  com m erce 
and dam age the U.S. and global economy.
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Mr. President, I ask unanim ous consent that 
the full text o f  that letter be printed in the 
R ECO RD .

There being no objection, the material was 
ordered to be printed in the R E C O R D , as 
follows:

Hon. SU SA N  C O LL IN S,
U.S. Senate,
W ashington, DC.

D E A R  SE N A T O R  C O LLIN S: On 
behalf  o f  the Retail Industry 
Leaders Association, I am writing 
to urge you to support strong and 
carefully crafted port security 
legislation that builds on the current 
multilayered, risk assessm ent 
approach that has effectively 
protected our nation's seaports over 
the last several years. I also urge 
you, >n the strongest terms possible, 
to oppose any legislation that would 
require all U.S. bound cargo 
containers to  be "scan ned "  for 
radiation and density, so called 
100% scanning legislation. W hile 
w e strongly support im proving the 
security o f  our nation's seaports,
100%  scanning proposals have the 
potential to do m ore harm than 
good.

The Retail Industry Leaders 
Association (RILA) is the trade 
association o f  the largest and fastest 
g row ing com panies in the retail 
industry. Its m em bers include 
retailers, product manufacturers, 
and service suppliers, which 
together account for m ore than $1.5 
trillion in annual sales. RILA 
m em bers operate m ore than
100,000 stores, m anufacturing 
facilities and distribution centers,
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have facilities in all 50 states, and 
provide m illions o f  jobs  
dom estically  and worldwide.

W e understand that key com m ittees 
in the Senate has com e to an 
agreem ent on a port security bill 
m at m ay be taken up as soon as 
tom orrow , Sep tem ber 8th, 2006, 
and that the legislation is based on 
provisions from earlier bills drafted 
in the H om eland Security & 
G overnm ent Affairs Com m ittee, the 
Com m erce, Transportation  and 
Infrastructure C om m ittee  and the 
Finance Com m ittee. Each o f  those 
bills contain important provisions 
that will help im prove our nation's 
port security laws by building upon 
and recognizing the effectiveness o f  
the w ell-established security 
m easures our governm ent currently 
has in place. R ILA  supports 
legislation that builds upon this 
proven approach, which is why we 
w orked to help pass port security 
legislation in the H. use, II.R. 4954, 
The SAFE Ports Act. It is our hope 
that the Senate bill will closely 
m irror the House legislation, which 
received overw helm ing bipartisan 
support.

H owever, I also strongly urge you 
to oppose any legislation that would 
require that all U.S. bound cargo 
containers be scanned for radiation 
and density, so called ' '  100% 
scanning" am endm ents. Such 
proposals m ay at first g lance appear 
to im prove security, but in reality, 
they would im pose im m ense costs 
on our econom y and foreign 
relations without im proving the 
security o f  our international trading 
systems.
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First, a 100% scanning m andate is 
unrealistic since the technology 
does not yet exist to do this 
efficiently and with a high degree 
o f  accuracy. W e are not aw are o f  
any credible technology to actually 
analyze the millions o f  density 
images that would be taken o f  
outbound cargo containers, 
m eaning such images w ould have 
to be reviewed one by one by a port 
official or Customs officer. Second, 
this m andate could actually 
decrease security by forcing 
containers to sit for extended 
periods o f  time, putting them at 
greater risk o f  tampering.

In addition, forcing all containers to 
be sc an n ed - in c lu d in g  the vast 
m ajority o f  those that pose no risk— 
would divert scarce security 
resources aw ay from the successful 
risk assessm ent approach currently 
utilized by the government. This 
approach uses sophisticated risk- 
analysis tools to determ ine which 
containers pose a risk and ensures 
those containers are handled 
appropriately. It is important tor 
Senators to rem em ber that the 
D epartm ent o f  Hom eland Security 
currently uses a risk-based targeting 
approach to inspect inbound cargo. 
All cargo m anifests are subm itted at 
least 24 hours prior to loading on a 
vessel and the A utom ated Targeting 
System (A TS) uses com plex, rule- 
based formulas to assign a 
numerical score and identify at-risk 
containers. CBP then inspects 
100%  o f  all containers deem ed 
high-risk.

Finally, a 100% scanning m andate 
has the potential to significantly
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im pede the flow o f  com m erce  and 
do dam age to the econom y. 
A ccording a June 2006 study 
conducted by the R A N D  
Corporation, 100% scanning would 
delay (he m ovem ent cargo 
containers by 5.5 hours per 
container. W ith 11 to 12 million 
containers entering the U.S. every 
year, it is obvious that o f  i 00%  
scanning mandate w ould bring 
global com m erce and the flow 
goods to a virtual standstill. This 
w ould severely dam age the U.S. 
econom y, not only by denying 
consum ers access to thousands o f  
products they need, but also by 
preventing the delivery o f  m aterial 
and other inputs that U.S. 
m anufactures need.

Rather than m andating 100% 
scanning, port security legislation 
should authorize additional testing 
and evaluation o f  scanning 
technology. Several o f  the relevant 
port security bills address this issue 
by calling for pilot projects and 
o ther evaluations to test the 
effectiveness and operational 
capability to conduct increased 
container scanning, including the 
"G ree n L a n e  M aritim e C argo 
Security Act" passed by the Senate 
H om eland Security C om m ittee  and 
the House SAFE Ports Act. These 
provisions represent the best way to 
address this issue and answ er 
important operational and econom ic 
questions critical to understanding 
how to effectively im plem ent 
container scanning.

Retail com panies are am ong the 
largest and most know ledgeable  
stakeholders in the supply  chain
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system  and adm inister the most 
ex tensive and efficient logistics 
operations in the world. The 
industry has w orked hand-in-hand 
with ihe D epartm ent o f  H om eland 
Security (D HS), and specifically 
with the Coast G uard and C ustom s 
and B order Protection to ensure that 
our custom ers, em ployees, and the 
nation's seaports remain safe and 
that the nation's er nom y remains 
strong. W e take a back seat to no 
industry in our support for strong 
and carefully  crafted port security 
legislation, and we urge the Senate 
to m ove quickly  to pass such a bill 
as soon as possible.

T hank you for your consideration 
o f  our views. We look forward to 
w orking with you on this critically 
important issue. Should you have 
any questions, please contact Paul 
T. Kelly, Senior Vice President for 
G overnm ent Affairs or Allen 
Thom pson, Vice President for 
Global Supply Chain Policy.

Sincerely,
Sandy Kennedy,
President.

Ms. C O LL IN S. Mr. President, w hat we have 
tried to do with this bill is very carefully  
balance the need for effective, improved 
security wi th the need to ensure that we are 
not crippling our international trading 
system.

A s w e po s t on S e p tem b e r 10, 2 0 0 6 , th e C i t y  o f 
L o n g  B each 's la w m a k e rs /p o l ic y m a k e rs  on its 
e le c te d C i t y  C o u n c i l ha ve y e t to ta k e a p u b lic  
p o s it io n  on th is  m a tte r .

U n t i l th e y do , C A 's  f i f t h  la rg e s t c i t y  w i l l n o t be 
p a rt o f  th e  n a t io n a l deba te o r d is c u s s io n  on th is
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issue th a t d ir e c t ly  a ffe c ts  L o n g  B e a ch and the 

n a tio n . 

Return To Front Page 
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Ratailers Welcome Veto of California Container Tax

WASHINGTON, Sept. 22 /PRNewswire/ —  The National Re ta il Federation 
today welcomed C a lifo rn ia Governor Arnold Schwarzenegger’ s veto of 
le g is la tio n  tha t would have imposed a $60 fee on containers moving through 
two of the na tion 's la rges t po rts .

"The ports o f Los Angeles and Long Beach are the source of imported 
goods tha t are sold across the n a tio n ," NRF President and CEO Tracy M u llin 
said. "This fee would have amounted to a tax tha t would have driven up the 
p rice of consumer goods fo r working Americans shopping in re ta i l stores in 
v ir tu a l ly  every s ta te , not ju s t C a lifo rn ia . This would have been a tax on 
consumers, not fo re ign e n t it ie s . Governor Schwarzenegger d id the r ig h t 
th ing in vetoing i t . "

"Governor Schwarzenegger is co rre c t in h is assessment tha t th is b i l l 
was laudable in i ts  goals but flawed in i t s  con s tru c tio n ,* M u llin sa id . "As 
major shippers and users of C a lifo rn ia 's ports, U.S. re ta i le rs  support 
e ffo r ts  to improve po rt secu rity , clean up p o llu t io n  and enhance port 
in fra s tru c tu re . This b i l l ,  however, would have v io la te d the Commerce Clause 
of the U.S. C ons titu tion , in te rn a tio n a l law and U.S. tre a ty ob liga tio ns , 
and would have exposed the sta te of C a lifo rn ia to court challenges had i t  
become law. U ltim a te ly , i t  would have driven re ta ile rs  and other shippers 
t look fo r other ports outside the sta te o f C a lifo rn ia . ”

"The C a lifo rn ia Re ta ile rs Association played a v i t a l ro le in making the 
impact of th is b i l l  c le a r , “ M u llin sa id . "The case they made shows what an 
e ffe c tiv e  voice they are fo r the re ta i l industry in C a lifo rn ia ."

Schwarzenegger announced today tha t he had vetoed SB 927, sponsored by 
sta te Senator Alan Lowenthal, D-Long Beach. The measure, which would have 
cost re ta ile rs  and other shippers an estimated $500 m ill io n  a year, would 
have i-posed a $60 tax on each 40-foo t conta iner (or the equiva lent number 
of other size conta iners) moving through the ports of Los Angeles and Long 
Beach.

LA and Long Beach are the two la rges t conta iner ports used by re ta ile rs  
to import merchandise from Asia tha t is then d is tr ib u te d to stores across 
the nation . The two ports handled a combined 3.6 m ill io n  40-foo t-equ iva len t 
containers la s t year, according to the Port Tracker report prepared each 
month by NRF and the economic research, forecasting and analysis firm  
Global Ins igh t.

The National Re ta il Federation is the world s la rges t r e ta i l trade 
associa tion, w ith membership tha t comprises a l l re ta i l formats and channels 
of d is tr ib u t io n  inc lud ing department, spec ia lty , discount, catalog,
In te rne t, independent stores, chain restaurants, drug stores and grocery 
stores as well as the indu s try 's key trad ing partners of re ta i l goods and 
services. NRF represents an industry w ith more than 1.4 m ill io n  U.S. r e ta i l 
establishments, more than 23 m ill io n  employees - - about one in fiv e  
American workers and 2005 sales o f $4.4 t r i l l i o n .  As the industry umbrella 
group, NRF also represents more than 100 sta te , national and in te rn a tio n a l 
r e ta i l assoc ia tions . h ttp ://www .n rf.com .
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Will California Container Tax '/eto Hold?

Arnold Schwarzenegger vetoed seven bills on Friday September 22nd, including a controversial container 
tax that would have chained cargo owners $30 per twenty-foot-equivalent unit While retailers were pleased 
with the veto, that feeling is not universal.

California Governor Arnold Schwarzenegger rejected Senate Bill 927. which would have levied a 
$30 fee per twenty-foot-equivalent unit (TEU) on cargo containers moved through the ports of Los 
Angeles and Long Beach. Returning the bill to the California Senate unsigned, Schwarzenegger 
said in part, "This measure is flawed in its construction, application, lack of accountability and 
failure to coordinate with other public and private financing sources ignoring opportunities to 
leverage additional funding."

Schwarzenegger added, "This measure is drafted to include only two ports and applies only to 
goods shipped in containers, ignoring all other forms of shipping and ports of entry." With a nod to 
the agriculture interests in his own state, Schwarzenegger also pointed out the fees would hit 
eAporters and have the possible unintended consequence of impacting the sale and delivery of 
goods grown and manufactured in California.

A goods task force appointed by the governor is developing a comprehensive ieport he says will 
provide a more thorough and strategic direction and insight on the best options to address goods 
movement and port-related challenges. He says the report will be available by the end of the year

See:

Higher Costs and Scrutiny for Containers
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