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Los Angeles & Long Beach Ports

2.12.12.12.12.1 Background of the portsBackground of the portsBackground of the portsBackground of the portsBackground of the ports

2.1.12.1.12.1.12.1.12.1.1 Pioneers of intermodal developmentPioneers of intermodal developmentPioneers of intermodal developmentPioneers of intermodal developmentPioneers of intermodal development

The Ports of Long Beach and Los Angeles are both independent, self-
supporting departments of their respective cities, Long Beach and Los
Angeles, in California. Each port is under the control of a Board of
Harbour Commissioners appointed by the Mayor and approved by the
City Council, and administered by an Executive Director. Neither port is
supported by taxes. Instead, they each earn revenue from fees for shipping
services such as dockage, wharfage, pilotage, storage, property rentals,
royalties and other port services.

Los Angeles is the busiest port in the United States and the eighth busiest
in the world. If the two ports of Los Angeles and Long Beach are
considered together, their combined container volume makes them the
third busiest ports in the world.

While they have attracted considerable attention very recently because of
their innovative collaboration in the development of the Alameda
Corridor, for nearly twenty years the two ports have been at the forefront
of the development of intermodal facilities both in their own right and by
collaborative arrangements. This has allowed them to very successfully
penetrate the highly industrialized Midwest markets of the United States
and to capture rapidly growing import trade entering the United States,
particularly from China.

About 70 per cent of the United States West Coast container trade passes
through the two ports. The contribution of intermodal operations to this
dominance is illustrated by the following facts:

Between them, the two ports they have the largest concentration of
intermodal rail facilities in North America.
Apart from Tacoma and Vancouver, these two ports transport the
highest proportion of their throughput by intermodal rail, the two
ports handling over 9 million TEU a year between them.
At Long Beach, 2.3 million TEU or 50 per cent of container trade is
moved by intermodal rail and at Los Angeles 1.5 million TEU or 30
per cent of the port’s trade is transported this way.
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2.1.22.1.22.1.22.1.22.1.2 Driving forces behind developmentsDriving forces behind developmentsDriving forces behind developmentsDriving forces behind developmentsDriving forces behind developments

Growth in export and import container volumes has been the pre-eminent
driving force behind the development of intermodal facilities by these
West Coast ports. Over the last two years the Port of Long Beach has
experienced between 6 per cent to 10 per cent annual growth in the
volume of containers handled, and the projected growth in throughput up
to 2020 is estimated to be between 3 per cent to 6 per cent per year. This
rate of growth will double 2002 volumes by 2020.1 The Port of Los
Angeles has experienced even greater growth, with container volumes in
2002 increasing by 14 per cent after a 6 per cent increase the year before.

Port of Long Beach officials largely attribute the forecast for increased
container cargo on the United States West Coast to gains in trade with
China. Art Wong, a spokesman for Long Beach, stated:

The greatest growth in United States-Asian trade will be with China. The vast
majority of United States-China trade will move through the West Coast ports.
While trade with southern Asia is growing – with some of that moving through
the Suez Canal and the United States East Coast – we don’t foresee a great deal
of the Far East trade moving through the United States East Coast.2

Understandably each of the ports is keen to reap the financial and
economic benefits of this growth in trade, but there are limitations in their
capacity to do so by just developing more on-dock facilities. Firstly, they
will both run out of land within the next twenty years; and even now,
it is necessary to avoid major landfills because they tend to be
environmentally sensitive and therefore subject to community challenge.
So, part of the strategy will be to increase cargo handling capacity by
making better use of existing land, making sure that new or refurbished
on-dock and near-dock intermodal facilities focus on rapid cargo
throughput from ship to rail.

Underpinning each port’s ability to fulfil these goals is long-term
planning. The Port of Long Beach, for example, has a twenty year
development plan for five new container terminals, a replacement road
bridge, expanded rail and intermodal facilities and the provision of new
cranes capable of servicing twenty-two container wide, 10,000 TEU-
capacity ships.

1 Containerisation International, November 2002.
2 Ibid.

10   Expanding port hinterlands: Policy guidelines



2.22.22.22.22.2 TTTTTypes of facilities: What has been done?ypes of facilities: What has been done?ypes of facilities: What has been done?ypes of facilities: What has been done?ypes of facilities: What has been done?

2.2.12.2.12.2.12.2.12.2.1 On-On-On-On-On-dock facilitiesdock facilitiesdock facilitiesdock facilitiesdock facilities

A crucial factor in the ports’ container movement dominance is their
reliance on sophisticated near-dock intermodal rail facilities, which they
have developed in conjunction with major railway companies such as
Union Pacific Railroad (UP). The facilities are used to relay containers
between the on-dock rail tracks and the off-dock rail facilities run by
major railroads.

The first major intermodal facility to be developed in the United States
opened in 1986, eight kilometres from each of the ports and near major
railyards in Los Angeles. Built and financed by both ports and the
Southern Pacific Railroad, the Intermodal Container Transfer Facility
(ICTF), which is on 250 acres of land, allows two or more double-stack
container trains, each carrying several hundred TEU, to be loaded or
unloaded simultaneously. This can be done within hours of the containers
being transferred to or from a vessel, thus reducing the bottlenecks caused
by truck congestion, and increasing door-to-door consignment transit
times for shippers.

As well as the high volume multi-user ICTF, several dedicated on-dock
railyards have also been developed by the ports in response to demand
by carriers such as Evergreen and NYK, each of which operates its own
container transfer facilities at the ports. The Port of Los Angeles has
developed the Terminal Island Container Transfer Facility (TICTF) at a
cost of US$34 million. Adjacent to two major marine terminals in the Port
of Los Angeles, the facility allows for quicker, more efficient transfer of
containers between overseas ports and the United States interior.

Similarly, APL’s Global Gateway South terminal, built on 262 acres at the
Port of Los Angeles, and which has been in operation since 1997, has on-
dock rail operations with eight loading tracks that are capable of handling
sixty-four double-stack railcars.

Intermodal facilities are also part of new mega-terminals being developed
for Maersk Sealand at Los Angeles and for Hanjin at the Port of Long
Beach. The 485 acre Maersk Sealand Terminal at Los Angeles’ Pier 400, the
world’s largest dedicated container terminal, opened in 2002, and a second
phase was scheduled to open in 2003. Operated by APM Terminals, it
includes a forty acre intermodal facility, which has twelve loading tracks
and a total capacity of 126 double stack rail cars. Similarly, the new 375
acre mega-terminal on Pier T at the Port of Long Beach, built for Hanjin
Shipping Company, will also have an on-dock intermodal rail yard of a
similar size.
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2.2.22.2.22.2.22.2.22.2.2 Inland intermodal facilitiesInland intermodal facilitiesInland intermodal facilitiesInland intermodal facilitiesInland intermodal facilities

Supporting the on-dock and near-dock investments in intermodal facilities,
the two port authorities have also benefited from investments made by
railway companies such as BNSF and UP in developing inland intermodal
terminals to meet the growing container trade volumes, especially moving
in and out of the United States Midwest region where a high proportion
of intermodal shipments either originate or have their final destination.
This highly industrialized region handles approximately 25 per cent of all
North American intermodal traffic. Many new facilities, as well as projects
currently in progress, consist of logistics centres in addition to intermodal
hubs or ramps.

According to the Intermodal Association of North America (IANA),
international intermodal traffic continues to take trucks carrying containers
off North America’s highways. It is therefore not surprising that
intermodal operations are forming an increasing proportion of railroad
companies’ revenue and profit.

BNSF, for example, opened the first phase of a new 800 acre multimodal
facility in October 2002 at Joliet, Illinois, about 100 kilometres south west
of Chicago. The facility, which is part of a 2,200 acre industrial park,
includes a huge warehouse, as well as an intermodal railyard called the
CentrePoint Intermodal Center, which has a capacity of 400,000 lifts per
year. The Joilet facility is the largest of its type in the United States. In a
similar strategy, this year UP opened a new intermodal facility at
Rochelle, Illinois, about eighty miles west of Chicago.

Collaboration between players has been a core theme in the story of not
just the ports but also the railway companies. Their growth has in part
occurred as a consequence of long-term agreements between rail
companies to share rail corridors, and between railway companies and
trucking companies to ensure a seamless door-to-door service. Another
element of these collaborative arrangements is the emergence of alliances
between railway companies and intermodal marketing companies to set a
single price for the movement of freight from point of origin to destination.

Through the railway company investments in new inland intermodal
facilities, as well as the achievement of improved efficiencies in the
operation of existing facilities, transit times for long-haul transcontinental
transit have been reduced by at least a day over the last few years.

2.2.32.2.32.2.32.2.32.2.3 Alameda CorridorAlameda CorridorAlameda CorridorAlameda CorridorAlameda Corridor

Cooperative partnerships have also been the hallmark of the development
of the Alameda Corridor, which opened for business in April 2002 after
eighteen years of planning, design and construction. The twenty-mile,
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high speed rail corridor connects the ports to the railyards east of central
Los Angeles and on to the United States transcontinental rail network. The
corridor is intended to improve the passage and reliability of container
traffic in and out of the ports by reducing delays at grade crossings and
truck congestion on the local highways and at the port gates. In addition,
the corridor is intended to improve the quality of life of Southern
California’s 20 million residents by eradicating unsafe and slow road and
rail crossings, significantly improving air quality and noise and vibration
levels, and reducing the growth in truck traffic by 23 per cent.

Figure 2.1 The Alameda Corridor, which opened for business in April 2002
after eighteen years of planning, design and construction, is a
twenty-mile, high speed rail corridor that connects the ports
to the railyards east of central Los Angeles and on to the
United States transcontinental rail network.

By consolidating trains from four lines onto one grade-separated railway,
the Alameda Corridor aims to avoid congestion on the roads, and to allow
trains carrying freight to travel faster – forty-five minutes from the
waterfront to transcontinental railyards near downtown Los Angeles,
instead of two to three hours. Between thirty and thirty-five trains use the
corridor each day, but within the next twenty years, this number could
increase to 100, reducing the number of trucks on the freeways and at the
terminal truck gates.3

The project has been managed by the Alameda Corridor Transportation
Authority (ACTA), which was established by the California Joint Powers

3 Ibid.
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Authority – a special body itself created by the Cities of Long Beach and
Los Angeles in 1989, and charged with the responsibility to acquire,
implement, finance, construct and operate the corridor. A seven member
board that represents the Cities and Ports of Long Beach and Los Angeles,
and the Los Angeles County Metropolitan Transportation Authority
governs ACTA.

The twenty-mile railway corridor includes a ten-mile trench, and replaces
four branch lines and forty grade separations. With a total cost of US$2.43
billion the project is being financed through the contributions of all of the
ACTA parties, as well as a US$400 million Federal Government loan (the
project has been designated a national priority project), and a US$1,160
million bond sale.

The construction of the Corridor has attracted the establishment of over
three million sq ft of new warehousing and distribution outlets in adjacent
sites. Train volumes using the Corridor have risen by 30 per cent from
when it opened in April 2002 to mid 2003. Train speeds have increased
from ten to forty-fives miles per hour and train transit times have fallen
from over two hours to forty-five minutes. In addition, train reliability has
increased as a consequence of a 200 per cent reduction in regional train
congestion.4

2.32.32.32.32.3 Challenges for the futureChallenges for the futureChallenges for the futureChallenges for the futureChallenges for the future

2.3.12.3.12.3.12.3.12.3.1 VVVVVolume and revenue shortfallsolume and revenue shortfallsolume and revenue shortfallsolume and revenue shortfallsolume and revenue shortfalls

One of the challenges in gaining public support for the Corridor has been
that since its construction truck movements have increased rather than
fallen. Critics are quick to point out that while the corridor can carry 100
trains per day it has only attracted thirty-five to forty, which is about 37
per cent of the ports’ cargo (the same percentage as before the
construction of the Corridor), rather than the 50 per cent that was
anticipated by the planners.

One explanation for the disappointing results is that between the early
1980s, when the Corridor was first conceived, and 2002, when it became
operational, the ‘economics of the Southern California shipping industry
changed, making it cheaper and easier to move containers by truck than
by train’.5 While it is true that the corridor has not yet resulted in a modal

4 Arthur B Goodwin, Alameda Corridor, Expanding Rail & Highway Capacity
to the Ports, Alameda Corridor Transportation Authority, presented at Terminal
and Container Chain Management Conference, 24 June 2003, Sydney Australia.

5 Cited in the CalTrade Report, Alameda Corridor Falls Short of Potential, Paper
Says, 23 July 2003, http://nutcweb.tpc.nwu.edu/Sources/sdhse/alameda/
CalTrade_071503.pdf
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shift from road to rail, this observation needs to be counterbalanced by
the fact that container throughput growth has outstripped forecasts. So
there has been an absolute increase in the number of containers carried
by rail, and it is not possible to say that this would have happened
without the existence of the Corridor.

2.3.22.3.22.3.22.3.22.3.2 Financial riskFinancial riskFinancial riskFinancial riskFinancial risk

Another serious challenge is with the financing model, which imposes
railroad user fees to the value of several million dollars per year to repay
the revenue bonds. These fees are in turn being passed on by the railroad
companies, BNSF and UP, to the ocean carriers. Again, critics of the
Corridor argue that the cost savings initially expected to be gained by
using the Corridor to move containers to the Midwest by rail may be less
attractive to cargo owners now that they are being charged an extra US$15
per twenty foot container. Instead of using the Corridor, some shippers
are placing their cargo on trucks and sending it to inland warehouses and
distribution centres.

According to a report in Containerisation International, the planners of the
Alameda Corridor:

underestimated…the extent to which shippers would ‘transload’, trucking the
cargo to the approximately 300 warehouses inland, or destinations in Arizona
and Nevada, where goods are reloaded into 48 ft or 53 ft containers before
being placed on eastbound railroads.

The process allows shippers, which operate under JIT (just-in-time) delivery
systems, to wait until the last moment before deciding which cargo should
go in which containers and where they will ultimately be sent.

Toyota Motor Sales United States of America, for example, uses only trucks
to haul more than US$1 billion in parts from the ports to its 750,000 sq ft
warehouse in Ontario each year.

That approach saves corridor fees and cuts the handling time to between two
and four hours (depending on traffic), from the day or more it would take
to move the goods to the railyard, only to then load them on trucks
for the drive to Toyota’s warehouse in Ontario.

Tony Minyon, Toyota’s national manager of parts logistics, revealed:
‘We’ve never considered the Alameda Corridor because the length of the haul is
so short. You need to get outside a 500 mile radius for rail to be cost-effective’.6

If payments from the new facilities do no meet projections, it will be the
ports, not the carriers or the railway companies who will bear the bulk
of the risks. One of the consequences of the shortfall in rail traffic using

6 Great expectations, Containerisation International, September 2003.

2: Los Angeles & Long Beach Ports   15



the corridor is that the ports have to pay for the resulting shortfall in
revenue of US$3.5 million each per year to meet the bond payment
commitments.7 As such the ports are assuming a role akin to equity
investors underwriting some of the risk of project overruns, a situation
that Luberoff and Walder believe places too great a burden on these
publicly owned bodies when other beneficiaries of the investment are
much more protected from the financial risk if the Corridor fails to deliver
anticipated revenues.8 Hence, although the Federal bonds are to be repaid
with fees paid by the railroads, it is the assets of the two ports that secure
the bonds.

While the public may be expressing surprise and dismay at the shortfall
in the number of containers being carried by the Corridor, Luberoff and
Walder argue that in 1999 pro forma projections clearly show that ‘the
fees paid by the railroads will not be sufficient to service debt until 2018’
and that ACTA and the ports were well aware that they would need to
make ‘shortfall’ advances to cover required payments on both the bonds
and Federal loan until that date.9

2.3.32.3.32.3.32.3.32.3.3 Ongoing need for more infrastructureOngoing need for more infrastructureOngoing need for more infrastructureOngoing need for more infrastructureOngoing need for more infrastructure
and facilitiesand facilitiesand facilitiesand facilitiesand facilities

In a statement made in July 2003, the Metropolitan Transportation
Authority (MTA), one of the parties responsible for building the Corridor,
acknowledged that overall highway congestion relief is not a realistic
outcome in the short term because of the overall growth in container
traffic through the two ports. The Authority is therefore intensifying its
efforts for a US$4.1 billion expansion of Long Beach’s freeway capacity,
with the project due for completion by about 2010 if approval is given.

To further complement the Corridor, the Alameda Corridor Transportation
Authority is also considering a proposal to build terminals for shuttle
trains that would replace trucks by hauling cargo short distances to inland
repacking centres, from where they would then be transported by road to
their final destination.

The problems being experienced by the Ports of Los Angeles and Long
Beach in developing adequate intermodal infrastructure to meet the

7 Monday 1st September 2003 Containerisation International.
8 Luberoff, David, Associate Director Taubman Center for State and Local

Government, Kennedy School of Government, Harvard University, and Walder
Jay, Lecturer in Public Policy, Kennedy School of Government, Harvard
University, United States Ports and the Funding of Intermodal Facilities: An
overview of Key Issues, 2000.

9 Ibid.
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massive growth in container trade are not exclusive to this Southern
Californian gateway. According to Chuck Raymond the Chairman of the
Marine Transportation National Advisory Council:

…in the past, United States manufacturers and retailers had generous on-site
warehouse capacity to provide for market uncertainty. But today, industries
rely on just-in-time delivery. Business plans are designed around short arrival
times with little or no room for delay. By 2020, every major United States
container port is projected to at least double the volume of cargo it will handle,
with selected ports tripling or quadrupling in volume. In fact, there are many
warning signs that point to serious shortfalls in our intermodal freight
capacity and that future cargo volumes may very well overwhelm the
nation’s infrastructure.10

This is even though the railway companies in Canada and the United
States continue to invest in bigger and more efficient intermodal facilities
and have enjoyed significant growth in container volumes moving
between the West and the East Coast. In the first six months of 2002, for
instance, United States intermodal rail volumes were 4.9 per cent higher
than the same period in 2001.

2.3.42.3.42.3.42.3.42.3.4 CompetitionCompetitionCompetitionCompetitionCompetition

There is no doubt over the last twenty years the Ports of Los Angeles and
Long Beach have both been very successful in establishing themselves as
gateway ports that move both import and export trade beyond their
coastal areas to and from the industrial hinterland markets of the mid
west.

Some of this trade had previously reached the Midwest via East Coast
and United States Gulf ports. Dissatisfied with the costs and inflexibility
of the service, exporters pressured the container lines to service the
Midwest market via the Californian ports. Agreement between Australian
and New Zealand exporters was reached and carriage on the West Coast
alternative route was underpinned by five main factors:

avoidance of costly Panama Canal dues;
shorter transit times allowed more voyages per year using the same
number of vessels;
provision of mini and micro bridge transhipment services by rail
across to the Midwest and East Coast. East Coast cargoes went
through on an East Coast bill of lading;
the ability of carriers to maintain shipping schedules because of fewer
interruptions and to support intermodal charges that were almost
equivalent to the all-water rate through the East Coast ports; and

10 Reported in an article written by Dale Crisp, in New Zealand Shipping Gazette,
16th November, 2003.
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the ability of United States importers (especially of meat) to re-sell the
cargo while the container was ‘on the water’ and getting a new bill
of lading for a minimal amount of US$100.

From the importers’ perspective, the arrangement meant that they received
their cargo much more swiftly and therefore had to carry less money
throughout the whole deal. 

However, the Californian ports’ dominance over the West Coast ports
may not be as secure as it has been in the last twenty years. Certainly
they have been very successful in attracting huge volumes of export and
import trade on the basis of investment in a sophisticated array of on-
dock or near-dock intermodal facilities, including the Alameda Corridor,
but the nation’s road and rail systems have not been able to keep up with
this growth.

Even with more investment by the government in inland intermodal
facilities that augment the Alameda Corridor, the two southern West
Coast ports are not free from competition in this industrial hinterland
from the East Coast ports. For example, New York and New Jersey Ports
are also embarking on ambitious strategies to stretch their market reach
through the development of a number of intermodal facilities. And, just
as the Californian ports’ efforts are supported by the efforts of CN and
BNSF to transport export and import container trade between the West
Coast and the Midwest region, so too the East Coast ports are also
targeting the Midwest region by embarking on similar strategies with the
support of railway companies. These improvements to the West Coast port
gateways are likely to attract the interest of cargo owners keen to move
their freight in the most cost effective and timely way possible into the
Midwest markets.

As Luberoff and Walder explain,11 the carriers’ assets are mobile and they
can choose to move them wherever the market dictates. For example, the
Logistics Manager of a major New Zealand meat exporter is currently
negotiating freight rates with shipping lines for the next season on the
basis of moving back to the East Coast.12

The roads between the Ports of Los Angeles and Long Beach and the
Midwest region are becoming choked with the weight of traffic for clients
who want just-in-time deliveries and to keep their inventories low. By
contrast, a number of fast and reliable shipping services are starting to use
the East Coast ports of New York, New Jersey and Philadelphia where a
comparative lack of road congestion is a more attractive option than the
West Coast alternative.

11 Luberoff and Walder, op.cit.
12 Peter Carr, personal communication, November 2003.
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