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In Search of Greater Policy Vision for Port Planning and
Security
I have heard it said that sea ports are gems in California’s treasure chest. They are a
significant source of both revenue and employment. Given their importance, it is crucial to
have policies that protect them. They are currently in need of protection on a pair of fronts.
First, many of California’s ports have experienced a dramatic increase in the volume of trade
that is handled each year. The increased volume has resulted in significant issues outside of the
port. In particular, traffic congestion is a growing concern outside the gates of California’s
largest ports, those in the Los Angeles and San Francisco Bay areas. Second, there is a growing
consensus on the likelihood of a terrorist attack on U.S. seaports. Being among the largest in the
country, California’s ports are likely targets. Protecting California’s ports means sensibly
addressing these problems through thoughtful policy prescriptions.
In the short term, we will learn more about how policymakers intend to address these
problems. With respect to international freight infrastructure, the Transportation Equity ActLegacy of Users (TEA-LU) is currently being negotiated in Congress. This legislation will set
national priorities for transportation infrastructure development and will likely have a more
significant goods movement component than did previous legislation. On the port security
front, by the middle of 2003, the Department of Homeland Security had allocated
approximately $600 million for the protection of America’s ports. Much more in the way of
security spending for ports is expected in the coming years. How funds are allocated in each of
these federal initiatives will provide a good indication of the types of policies that can be
expected over the longer term.
My expectations for these initiatives is that there will be more of the same policy
approach in the longer term as has occurred in the recent past. That said, what is needed from
policymakers is a greater sense of vision with regard to both port related infrastructure and port
security. With respect to infrastructure, planning has historically been passive, allowing
growing demand to dictate the nature and size of solutions. With respect to security, resources
have been largely devoted to prevention. In both cases, there are alternative policy strategies
that incorporate a greater vision of the problems.

Port Infrastructure Planning
The issue of goods movement in California has grown tremendously in recent years.
This issue is particularly important for the ports, through which trade is expected to double or
even triple in the next 20 years. Historically, planning for growth in port-related ground
transportation needs has followed a policy of accommodation. That is, the money went where
demand was greatest. In years past, with relatively small volumes of trade moving on the
state’s highways and rail systems, this policy was efficient and effective. In recent years,
however, traded goods are increasingly straining transportation systems in Los Angeles and
Oakland. Further accommodation of these flows is becoming increasingly difficult and costly.
This suggests that another approach to dealing with goods once they leave the port is called for.
I would like to suggest that an approach that attempts to manage the flow, rather than
accommodate it, is the answer.
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Goods movements, whether international or intranational, tend to flow through the path
of least resistance. Crucial elements in determining the path of least resistance include distance,
cost, and time. Holding cost and time constant, carriers will select routes that minimize
distance. At the same time, if you increase cost along a particular route, carriers may decide to
reroute shipments through alternative, perhaps longer, routes.
By appropriately pricing different routes, policymakers can redirect traffic in directions
that are perhaps more appropriate. By adding charges to particular routes, they can motivate
carriers to make routing decisions that take into account the cost of shipping that they do not
currently bear. In particular, trucks do not contribute amounts to gas tax revenues that are
commensurate with the wear and tear they impose on highways and local roads, nor are they
charged for the burden that they impose on local communities through increased congestion
and pollution. Appropriate management of goods movement would account for each of these
uncompensated costs associated with the activity.
In sum, infrastructure policy towards goods movement needs to be active rather than
passive. Examples of active versus passive thinking in this policy arena come from Oakland
and Los Angeles, respectively. The Port of Oakland has been actively thinking of solutions to
the local congestion problem. One solution that has been proposed is the development of an
inland port. An inland port would be built outside of the congested San Francisco Bay area,
connected to the Port of Oakland by rail. Containers flowing through the port would then
arrive and depart by rail instead of truck, largely eliminating the uncompensated burdens of
wear and tear, congestion, and pollution mentioned above.
At the same time, the Southern California Association of Governments has devised a
plan for building double-decker highways through much of the Los Angeles area, one layer of
which would be devoted to truck traffic. With a price tag of approximately $20 billion, one has
to wonder if this money would not be put to better use by diverting this trade away from the
massive metropolitan area of Los Angeles. Given that somewhere in the neighborhood of 50
percent of all trade through the San Pedro Bay is destined for the Eastern half of the United
States, perhaps the Panama Canal should be upgraded to accommodate increased flows.
Perhaps nearby ports, such as Port Hueneme, should receive some resources to alleviate the
flow through Los Angeles. These may in the end not be the answers, but they should perhaps
be given greater consideration.
In the end, there is a need for policymakers to look at the broader picture and the longer
term of goods movement. What are needed are sustainable solutions. Highway projects,
whether lengthening or widening, are increasingly difficult in dense urban areas. Perhaps
greater consideration should be given to slowing the growth of trade flows through these
regions by diverting them elsewhere.

Port Security
There are big questions regarding port security that are not being asked. Perhaps the
most important is: What is the most effective way to reduce the likelihood of an attack on a U.S.
port? Here, there is a pair of alternatives: eliminating vulnerabilities, as current policies do, or
implementing a good recovery plan, which current policies fail to do. Although these are
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alternatives, they are not exclusive. The most effective protection will likely involve a
combination of the two. This is so, because in reality, it is unlikely that all vulnerable points
will be covered. Given that there is always some risk remaining, the most cost-effective means
for reducing risk further may be through reducing the attractiveness of the target.
By way of example, suppose that the ports on the San Pedro Bay were put out of
commission by an explosion for six months. In the absence of a well thought-out recovery plan,
much of the trade destined for U.S. shores would sit idly by as flows were haphazardly
redirected. With a plan in place for this eventuality, ships far out to sea could easily redirect as
soon as the event occurred, reducing the adjustment cost associated with the port closure. As
the cost of a port closure is reduced, the appeal of an attack on the port is similarly reduced.
Pursuing both sides of the coin would seem the prudent approach to reducing the likelihood
and resulting impact of an attack on a U.S. port.
In order to most efficiently allocate the limited resources devoted to port security,
spending should be focused on effectively reducing the likelihood of an event. This means
paying attention to both increasing the difficulty of assaulting a port and mitigating the costs of
an event after the fact. Coming to this conclusion requires greater vision than is currently
evidenced in current port security planning.

Summary
Planning for increased volume at California’s ports and increasing their security are
extremely important endeavors. There are two types of management style that can be brought
to bear on these problems: crisis management and big picture management. Unfortunately, the
former has too large a share in current policymaking, with the share of the latter being too
small. I have been asked what sort of policies we can expect in the future with regard to these
issues. Given the current environment, although these issues are too important to continue to
be treated with band-aids, the policies of the recent past are likely to continue.
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