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I.  EXECUTIVE SUMMARY AND CONCLUSION 

 A contentious shutdown of the West Coast docks carries the very real risk of 
triggering a sudden crisis in international financial markets. A strike, or a lock out, should 
therefore, be treated not only as a labor relations problem of potentially severe and 
cumulating economic impact, but also as an instantaneous threat to insecure international 
financial markets. Advance planning for monitoring and action by financial, as well as 
labor relations, authorities constitutes minimal homeland prudence.  Why this exceptional 
warning of extraordinary risk?  Cannot the ships simply put in and unload at other ports 
with minor delay, disruption and cost?  

 This note summarizes why a West Coast dock strike should be treated as a major 
risk for crisis in financial markets as well as a major shock to the US economy, to the 
struggling economies of the Asian nations and to Mexico. 

 Two major sets of structural developments have created this new situation of risk.   
Set one concerns the new economics of globalization. It includes: 

�� The dependency of the struggling Asian economies on massive volumes of exports 
to the United States.  

�� The dependency of Mexico on assembly of imported components for re-export. 

�� The dependency of American manufacturers on imported components and materials. 

�� The dependency of giant American retailers, such as Wal-Mart and Target, on 
imported merchandise. 

�� The sensitivity of financial markets, for currencies and stocks, to disruptions of 
those flows. 

Set two concerns the physical infrastructure and integrated logistics systems that underlie 
and enable economic globalization and American high productivity, just-in-time production 
and retailing. 
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Over the past years this system has been completely transformed starting with 
massive investments in giant container ships that constitute the new Pacific fleet and in 
West Coast port infrastructure to handle them at enormous volume.  The result has been the 
creation of a shipping system capable of operating at huge scale, but at the cost of concrete 
inflexibility.  In brief, there is simply no way that the enormous volume of waterborne 
cargo handled at West Coast ports and distribution centers could be rerouted, unloaded and 
distributed in a time frame and within cost parameters that would radically reduce the risk 
of international financial crisis or domestic economic shock. 

Coupled to the transformation of physical infrastructure has been a change in the 
Logistics systems and practices which extend from ships right up through manufacturing 
production lines and retail sales counters.  Cargo no longer sits in warehouses.  Containers 
go directly from the ship to distribution centers tied tightly to the ports, where it is 
immediately broken down, re-packed and sent to its final destination.  All this in hours, not 
days.  This has permitted radical reductions in inventories and much improved matching of 
supply to final demand.  The benefits are enormous, for the economy as a whole.  Alan 
Greenspan observed that this revolution in low inventory, supply chain logistics has been a 
major element in the recent increase in productivity in the US economy1. But there are 
costs.  The biggest is a massive increase in vulnerability to supply disruptions.  This is as 
true for manufacturers who no longer stock large quantities of parts and components, but 
rely on frequent shipments to sustain production flows as it is for giant, hyper-efficient 
retailers who no longer maintain warehouses.  They have been replaced by reliable, 
efficient, "moving inventory," goods in movement on ships, trains, and trucks.  There is no 
inventory to cushion the impact of disruption.  A West Coast port shutdown, will quickly 
shutdown production lines in factories across the United States (and across Northern 
Mexico) and empty the shelves in the malls. 

The result: In the event of a West Coast dock shutdown, a portion of shipments 
destined for West Coast ports could be re-routed to East Coast ports, but only a small 
portion.  As the new Pacific container fleet consists of ships too large to transverse the 
Panama Canal, they would have to go through the Suez Canal.  For most shipments, 
especially those from North East Asia, from Japan, Korea, China, Taiwan -- and these 
constitute the lion's share -- this would add the better part of a week to shipping time.  It 
would also create some uncertainties, especially these days, at the Suez Canal.  At East 
Coast ports there is first, a very real chance that East Coast dock workers, members of the 
International Longshoremen's Association, might refuse to unload cargoes re-routed 
because of a West Coast dock strike. But this is a political, not an economic question.  
Second, at East Coast and Gulf ports physical capacity to handle the giant container ships 
used on the Pacific routes is constrained.  Only some of those rerouted ships could be off-
loaded.  Certainly there is no chance of accommodating the entire flow, or even half of it.  
West Coast volumes would dwarf available capacity. Third, rail capacity is both limited and 
slow to reconfigure. Fourth, the distribution centers associated with East Coast and Gulf 
ports are unlikely to be able to handle such huge surges in volumes.  Nearly 95% of Asian 
containers destined for the Central and Mountain States passed through West Coast ports.  

                                                 
1Alan Greenspan, “Testimony of Chairman Greenspan Before Committee on Banking and financial Services, 
US House of Representatives: http://www.federalreserve.gov/boarddocs/hh/1999/July/Testimony 

 2



So did almost one half of containers destined for the North Atlantic States.  The logistics 
system does not have the physical capability to re-route such volumes in the time and cost 
frames needed to substantially reduce the negative impacts on financial markets and 
business operations. 

A possible mitigating factor is deep recession.  If the US economy were to be falling 
further into recession at the time of such a port shut down, capacity restraints on re-routing 
would be eased somewhat: perhaps ten to fifteen percent of West Coast volumes could, 
physically, be accommodated under these recessionary circumstances.  If the economy were 
to be recovering, there would be less unused capacity; but more important, the shutdown 
would brake the recovery momentum.  In a time of deepening recession, or at the beginning 
of recovery, all parties in Asia, Mexico, and in the United States are substantially more 
vulnerable to the losses disruption entails.  This well-known situation should make players 
in financial markets in both Asia and the US even more nervous about the threat of 
financial crisis.  Preemptive action would be the expected response; it would, of course, 
precipitate and accelerate financial market disruption, in turn, exposing other weaknesses to 
worrying markets.  Finally, new security concerns and procedures will surely diminish 
recession induced capacity margins. 

 If a West Coast port shutdown could come with an ironclad guarantee that it would 
last only for three or five days, or even a week, financial markets would not be roiled.  But 
there can be no such guarantee, no such confidence.  Global markets might not wait to 
determine whether the strike will be of short duration, say five days, or of increasingly 
disastrous duration, say two or three or four weeks. 

II. THE DISPROPORTIONATE GROWTH OF WEST COAST TRADE 

 Over the past twenty years US foreign trade has quadrupled. The percentage of that 
trade passing through California has grown twice as fast; its share of total US trade has 
doubled. (See table 1.) 

 In 1980 California accounted for about 15% of US waterborne trade – close to its 
share of GNP. In 2000 California ports handled about one-third of US waterborne trade. 
The West Coast ports handled 42% of US waterborne trade, about double their 1980 share. 
(See table 2.)  

During the past twenty years, trade activity as measured by the value of exports plus 
imports, has been one of the most rapidly growing economic activities in the U.S. economy.  
In 1980, the value of merchandise trade was $474 billion.  By 2000, the value of 
merchandise trade (excluding the even more rapidly growing trade in services) reached $2 
trillion. (See Table 1.) 

The story is even more dramatic for California.  The California economy has long 
accounted for around 12% to 13% of total U.S. economic activity.  And for many years the 
same was true for international trade flowing by all modes, sea, land and air, through 
California customs districts.  In 1980, the value of merchandise exports and imports 
through the three customs districts in California (San Francisco, Los Angeles and San 
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Diego) was $56 billion, accounting for 11.8% of the total U.S. trade.  In 2000, trade through 
the California customs districts reached $446 billion, accounting for 22.4% of total U.S. 
international trade. 

Table 1 
Growth in International Trade 
(Value of Trade, All Modes, through West Coast Customs Districts) 

Total Value of Trade (Exports and Imports By All Modes in Billions 0f Current Dollars)

1980 1998 1999 2000
United States $474 $1,594 $1,718 $1,997
California $56 $352 $379 $446
Washington $21 $102 $103 $104
Oregon $6 $15 $17 $17

Value of Trade as Percent of U.S. Total Trade
1980 1998 1999 2000

California 11.8% 22.0% 22.0% 22.4%
Washington 4.4% 6.4% 6.0% 5.2%
Oregon 1.3% 0.9% 1.0% 0.9%

Value of Trade as Percent of Total Economic Activity
1980 1998 1999 2000

United States (GDP) 17.0% 18.1% 18.5% 20.0%
California (GSP) 17.2% 31.2% 30.8% 36.3%
Washington (GSP) 40.6% 53.1% 49.2% 49.5%
Oregon (GSP) 19.6% 14.5% 15.1% 15.9%
Sources: Value of Merchandise Trade from U.S. Bureau of Census, Merchandise Trade by all 
Modes.  Gross Domestic Product and Gross State Product Data from U.S. Bureau of Economic 
Analysis.  2000 GSP data is not available and 1999 GSP data is used for 2000.

 
The numbers are even more telling when we compare the value of trade activity in 

California and the U.S. as a proportion of economic activity.  In 1980, for instance, 
international trade represented 17% of total economic activity for both the U.S. and 
California.  In 2000, the value of trade represented 20.0% of total GDP for the nation.  But 
for California, trade moving via the customs districts in California represented 36.3% of 
total Gross State Product (GSP). 

A similar pattern of growth has occurred for trade activity in Washington.  In 1980, 
the value of merchandise exports and imports flowing through the ports in Washington was 
$21 billion and by 2000, this increased to $104 billion. Trade is an even larger part of the 
Washington economy than it is for California.  In 2000, the value of exports and imports 
relative to the total GSP of Washington was nearly 50%. 

Waterborne trade through West Coast ports has been critical to this rapid growth in 
merchandise trade.  Table 2 shows that in 1980, total waterborne trade through West Coast 
ports amounted to $61 billion, and accounted for 23% of total U.S. waterborne trade.  By 
1998 it had grown to $258 billion, and accounted for 42% of total U.S. waterborne trade.  
By 2000 it had increased massively to $309 billion.  
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Table 2 
Value of Waterborne Trade via West Coast Ports (Million of dollars) 

1980 1998 1999 2000
Total United States Ports $269,913 $614,489 $631,555 $739,963
California Ports $41,160 $195,926 $208,492 $242,263
Washington Ports $14,154 $50,359 $50,117 $53,444
Oregon Ports $5,972 $11,748 $12,469 $13,755

Total West Coast Ports $61,286 $258,033 $271,078 $309,462
West Coast Share of Total 22.7% 42.0% 42.9% 41.8%
Source: Value of Merchandise Trade, U.S. Bureau of the Census

West Coast Share

 

Overall, waterborne trade with the Pacific Rim accounted for 47.5% of total U.S. 
waterborne trade in 2000.  At West Coast ports, waterborne trade with the Pacific Rim 
countries accounts for 87.6% of trade. Pacific Rim trade accounts for 80.2% of waterborne 
trade at ports in Northern California (San Francisco, Oakland, Stockton), 87.2% of 
waterborne port activity in Southern California (Los Angeles, Long Beach, San Diego), and 
93.3% for all waterborne trade at Washington ports.2   

Table 3 identifies the key Pacific Rim sources of imports into the United States. As 
this table shows, in 2000, China was the largest supplier of exports to the United States, 
followed by Japan, Taiwan, and South Korea. Previous to 2000, Japan was the largest 
supplier of waterborne exports to the United States. 

Table 3 
Sources of Pacific Rim Exports to the United States via West Coast Ports 

Value of Exports By Country of Origin (Billions of Dollars)
Country 1998 1999 2000

Australia/New Zealand $2.9 $3.2 $4.0
China $52.7 $59.5 $72.8
Hong Kong $5.6 $5.2 $5.6
Indonesia $5.3 $5.5 $6.0
Japan $65.9 $68.8 $72.5
S. Korea $10.1 $12.9 $15.8
Malaysia $6.2 $6.6 $7.4
Philippines $3.9 $3.8 $4.0
Singapore $2.8 $2.6 $2.8
Taiwan $17.3 $16.6 $17.6
Thailand $7.5 $7.6 $8.6

Totals $180.2 $192.3 $217.1
U.S. Bureau of Census, Value of Merchandise Trade by Mode, Country and U.S. 
Customs District, 2001

                                                 
2 U.S. Bureau of Census, Value of Merchandise Trade 2001. The West Coast 42% of US waterborne trade is 
based on the total for the West Coast, East Coast, Gulf Coast, Great Lakes, Alaska, Hawaii, Puerto Rico and 
the Virgin Islands. ,  
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Table 4 presents the share of each country’s exports consumed in the United States 
and the share of each country’s imports supplied by the United States. The importance of 
the U.S. trade to the Pacific Rim economies is underscored by the fact that 45% of the total 
exports from China are consumed in the United States.  Nearly one-third of the exports 
from Japan are destined for the U.S., while one-quarter of Taiwan’s exports are consumed 
in the United States.  

While the Pacific Rim countries are less reliant on the U.S. as a supplier of products, 
imports from the United States account for about one-third of the imports consumed in the 
Philippines, 20% of the imports consumed in Japan, and 18% of the imports consumed in 
Taiwan. 

Table 4 
Importance of Trade with the United States for Key Pacific Rim Countries 

Percent of Total Country Exports Percent of Total Country Imports
Country Consumed by  the U.S. Supplied by the U.S.

1998 1999 2000 1998 1999 2000
Japan 33.4% 32.4% 31.9% 23.0% 20.1% 18.7%
China 38.7% 41.9% 40.1% 10.2% 7.9% 7.2%
Taiwan 26.5% 25.4% 23.7% 18.8% 17.8% 17.3%
South Korea 17.2% 20.5% NA 21.8% 20.8% NA
Malaysia NA 25.4% 26.0% NA 13.9% 13.4%
Philippines 22.7% 23.5% 21.4% 40.4% 35.4% 33.8%
Singapore NA 19.2% 17.3% NA 17.0% 15.0%
Australia 10.5% 9.9% 10.9% 21.2% 21.0% 23.8%

Source: U.S. Department of Commerce, USATRADE.GOV, Country Reports, Chapter 10, 2001.
 

Exports are a component of GDP.  If exports decline, so does GDP.  Workers in 
export industries will then have less to spend on other goods and services, food, 
entertainment, etc.  Export multipliers assess these secondary impacts.  They vary from 
country to country mostly because for some countries each item exported contains 
substantial amounts of components imported into that country and then assembled into the 
final product that is then exported. Those countries with relatively high export multipliers 
are more at risk to interruptions in foreign trade than are those countries with lower 
multipliers. PricewaterhouseCoopers/Inforum have calculated export multipliers for 
specific Pacific Rim countries, and are presented in Table 5. The export multiplier for 
Korea is less than one: it is calculated at 0.7 reflecting a high import content for Korean 
exports, while the export multiplier for Japan is 1.4 and for Thailand 1.7, indicating more 
value added to exports in those countries.  
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Table 5 
Export Multipliers for Selected Countries 

Country Multiplier
Thailand 1.7
Philippines 1.7
Malaysia 1.5
Singapore 1.5
Japan 1.4
Indonesia 1.4
China 1.1
Taiwan 1.0
Korea 0.7
Source: PricewaterhouseCoopers/Inforum

Table 6 
Annual Percentage Change in Gross Domestic Product 

Country 1997 1998 1999 2000
Japan 1.6% -2.5% 0.8% 1.5%
China 8.8% 7.8% 7.1% 8.0%
Taiwan 6.8% 4.6% 5.7% 6.7%
Korea 5.5% -6.7% 10.7% 8.8%
Hong Kong 5.3% -5.1% 3.1% 10.5%
Thailand -1.3% -7.0% 4.2% 4.3%
Malaysia 0.8% -6.7% 6.1% 8.3%
Singapore 8.0% 1.5% 5.9% 9.9%
Source:International Monetary Fund, World Economic Outlook, 2001 and 
USATRADE.GOV, Chapter 10, Country Reports, 2001

 
The Asian economies are now at a particularly critical point. As shown in Table 6, 

above, most of the Asian economies were plunged into recession as a result of the 1997 
Asian crisis.  Only China, Taiwan and Singapore were able to avoid recession, though 
Singapore came very close.  The Asian crisis devastated Korea, Hong Kong, Indonesia, 
Thailand and Malaysia. During 1999 and 2000 they recovered from the ’97 crisis, mostly 
by a vast increase in exports to the United States, exports that overwhelmingly passed 
through West Coast ports, where massive investments in previous years had created the 
capacity to handle such a huge increase in volumes.  

But they are in deep trouble again. For the first two quarters of 2001, January 
through June, Industrial production in Malaysia fell almost 10%. In Taiwan industrial 
production fell by 14%. In Singapore industrial production plummeted a nerve shattering 
22%. And in Mexico, industrial production fell by over 5%.3 This is the most severe 
downturn in a generation, and it is not finished. Third quarter 2001, July, August and 
September promises to continue this terrible downturn. Another blow – a big uncertainty – 
could well trigger a financial disruption that would severely aggravate a near desperate 
economic situation.  
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If we assume that almost all of that decline in industrial production was in 
production destined for export, a reasonable assumption in the hardest hit economies, those 
declines in industrial production translate into a greater decline in GDP: about 1.5 times, in 
most of those economies. These economies are in precarious condition. This, clearly, is no 
time for a potentially disastrous shut down at the gate to the dominant export market. 

  Mexico, where assembly plants along the Northern boarder depend upon the Ports 
of Los Angeles and Long Beach for many of the parts and components they assemble for 
re-export is also suffering from sudden, and deep, recession and it is concentrated, 
geographically, right against America’s Southern border.  

 

III. THE SPECIALIZATION AND INFLEXIBILTY OF SHIPPING IN WEST 
COAST PORTS 

Alan Greenspan hails the revolution in supply chain logistics as a major cause of the 
substantial improvement in U.S. economic performance over the past few years4. This 
revolution can be observed at most any point in the supply chain. Warehouses have been 
replaced by “distribution centers.” What this means is that once cargo was loaded into 
warehouses it stayed there for days or even weeks. At distribution centers cargo comes in 
one side and goes out the other side -- in hours. Inventories have been slashed, a 
development applauded by Mr. Greenspan and most economists. But so have the cushions 
they provide against disruption. The supply chain revolution can be seen at the ports. Once 
freighters docked and longshoreman swarmed aboard. Sailors disembarked in search of fun 
and adventure. Tourists went down to the docks to dine, drink and even to find some 
trouble. Now giant container ships dock. Huge cranes snatch the truck-size containers and 
place them on waiting rigs or flat beds. The sailors don’t leave the port. No time. There are 
no tourists, restaurants or bars. The ship is reloaded and off – in hours, not days. The same 
revolution can be seen in manufacturing plants. In 1987 US automobile plants typically 
stocked parts in inventory equal to three days of production. Today, three to four hours is 
standard practice5. After half a day, perhaps a day, if deliveries don’t arrive, the line shuts 
down. Similar practices are now prevalent at major retailers such as Wal-Mart and K-Mart6.  

West Coast seaports have developed highly specialized infrastructure to service 
what has become a highly specialized industry.  For instance, the ports of Long Beach, Los 
Angeles, San Diego, Portland and Tacoma have highly specialized facilities for handling 
large quantities of automobile imports.  Containerized imports and exports and the 
infrastructure to handle large volumes efficiently and speedily are highly concentrated in 
the ports of Long Beach, Los Angeles, Oakland, Seattle, and Tacoma. 

                                                 
4 Greenspan, op. cit.  
5 See, figure 4.6, MIT report, the Machine that Changed the World, 1990 
6 See, Harvard Business School report authored by Professor Jan Hammond et. al, E-commerce in Textile and 
Apparel Industries, in BRIE, Tracking a Transformation, Brookings, Wash. DC, 2001. 
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The pattern of this specialization is shown in Table 7.  More than three-quarters 
(78.4%) of all containerized products are shipped through three West Coast ports: Long 
Beach, Los Angeles, and Oakland.  Nearly one-third (30.9%) of all automobile and truck 
imports are shipped through Long Beach and Los Angeles, which are next to each other and 
so are served to a large extent by the same intermodal infrastructure. Nearly one-half 
(49.1%) of all lumber and log products are shipped through two ports: Longview and 
Tacoma, with Longview handling about one-third of total lumber and logs moving via West 
Coast ports. 

Table 7 
Specialization of West Coast Ports by Type of Cargo 
(Percent of Commodity Total Moving through each Port, 2000) 
 
  Commodity Group 

Port 
Containers

General 
Cargo 

Lumber & 
Logs Autos Bulk 

San Diego <0.1% 1.9% 4.0% 14.4% 3.3%
Long Beach 33.6% 17.5% 7.9% 16.3% 12.7%
Los Angeles 33.2% 36.3% 0.0% 14.6% 12.6%
Oakland 11.6% 3.0% <0.1% 4.8% 0.0%
Portland 2.1% 6.4% 1.4% 18.5% 20.9%
Longview <0.1% 4.8% 32.3% 0.0% 2.7%
Tacoma 8.8% 1.8% 16.8% 10.6% 11.6%
Seattle 10.2% 2.5% 0.2% 3.6% 4.2%
All other Ports 0.5% 25.8% 37.4% 17.2% 32.0%
Source: Pacific Maritime Association, 2000 Annual Report.   
 
As trade has become more specialized, carriers have lost much of the flexibility they 

had in the past to reroute ships from one West Coast port to another and there is even less 
flexibility for shifting West Coast shipping to East Coast or Gulf ports.  This heightened 
inflexibility is the result of massive investments in infrastructure for handling high volumes 
of specialized cargoes that are efficiently shifted to and from specialized land modes.  West 
Coast ports have undertaken the lion’s share of investment in new and improved port 
facilities to handle a rapidly growing volume of trade. 

As Table 8 shows, West Coast ports have accounted for about one-half of 
investments in port facilities in the contiguous forty-eight states since 1994.  These 
investments have come on-line just in time.  They permitted West Coast ports to 
accommodate the great surge of Asian trade in 1998, as the Asian nations desperately 
strove to increase exports to boost economic recovery and to reestablish foreign exchange 
balances.  Total value of waterborne trade through West Coast ports surged from $61 
billion in 1980 to $309 billion in 2000. 
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Table 8 
Geographic Distribution of U.S. Port Capital Expenditures 

1993 1994 1995 1996 1997 1998 1999
East Coast
  North Atlantic 14.0% 7.6% 4.3% 7.4% 6.2% 8.9% 4.6%
  South Atlantic 22.7% 13.4% 12.3% 10.8% 13.8% 21.7% 22.0%

Gulf 19.9% 11.8% 11.3% 10.3% 15.1% 13.7% 23.8%

Great Lakes 3.5% 0.1% 0.1% 0.0% 0.7% 2.0% 0.4%

Pacific Coast
  South Pacific 21.3% 57.4% 48.1% 49.5% 44.3% 32.3% 40.7%
  North Pacific 14.4% 4.4% 10.2% 18.5% 15.0% 17.3% 8.5%

Alaska, Hawaii, V.I. 4.2% 3.8% 13.7% 3.5% 1.7% 3.6% 0.0%

Guam, Saipan 0.0% 1.5% 0.0% 0.0% 3.2% 0.5% 0.0%

Total 100% 100% 100% 100% 100% 100% 100%
Source: U.S. Department of Transportation, Maritime Administration, United States Port Development 
Expenditure Report, Office of Ports and Domestic Shipping, 2001

Region

 
For the most part, these investments took the form of highly specialized port 

facilities such as long-reach cranes to extend across the new, extra wide transpacific 
container ships, large terminals, and deep dredging.  The same intensity of investment has 
not occurred on the East Coast.  Shipping is now an integrated system.  It is no longer a 
collection of free roving ships docking here and there. 

The spurt in West Coast investment has been matched and prompted by investments 
by carriers in a new generation of larger ships.  These ships, like the ports they serve, have 
become very specialized.  They are too large to transit the Panama Canal, and are called, in 
the trade, post-Panamax vessels.  They require deepwater channels and deepwater alongside 
berths that are not yet available at most East Coast ports. (Their productive potential, we 
should note, is better realized at major foreign ports such as Hong Kong, Rotterdam, or 
even Felixstowe in England, than at US ports, including West Coast ports, where terminal 
efficiency lags7. Crucially, they are inflexible in where they can dock; they cannot just go 
anywhere. 

As an indication of the impact of this new inflexible, integrated shipping and port 
system, in 1998 nearly 95% of Asian containers destined for Central and Mountain States 
passed through West Coast ports, as did almost one-half of the containers destined for the 
North Atlantic States.8 

                                                 
7 See, Professor Michael Nacht, Dean Goldman School of Public Policy, University of California, Berkeley:  
“Technological Innovations and Adjusted Work Practices for Enhanced Security and Productivity at West 
Coast Ports (2002)  
8 Assessment of the Impact of West Coast Container Operations and the Potential Impacts of an Interruption 
of Port Operations, Martin Associates, April 1999. 
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In sum, the flip side of this highly efficient, specialized shipping system is that there 
is extremely limited physical capacity to shift significant amounts of Asian trade to East 
Coast ports.  There is even less capacity to shift it in a timely manner.  Given the time value 
of much shipping now, as a result of just-in-time practices, promotional tie-ins and 
seasonality, timeliness is an important value. Finally, even if somehow a significant volume 
of merchandise could reroute to East Coast ports, there is uncertainty as to whether or not 
the members of the International Longshoremen’s Association operating at the Atlantic and 
Gulf Coast ports would discharge and load ships turned away from strike-bound West 
Coast ports.   

 

IV. THE ECONOMIC IMPACT OF A WEST COAST PORT SHUTDOWN: 
CONVENTIONAL VIEW 

Martin Associates, a nationally recognized maritime economics consulting firm has 
developed a detailed analysis of the potential economic impacts on the local and national 
economies of a shutdown of West Coast port container operations. The results of the Martin 
Associates analysis follow. 

In the year 2000, containerized cargo generated 55,100 direct jobs at ports in 
California, Washington and Oregon.  These jobs are held by members of the ILWU: 
terminal operators, steamship agents, freight forwarders, consolidators, truckers, and 
railroad workers.  These directly impacted workers earned $2.4 billion of wages and the 
firms employing the directly employed workers received $12 billion of business revenue.  

The expenditures by these 55,100 directly employed for food, housing, clothing, 
healthcare, transportation services, and education supported an additional 36,600 induced 
jobs.  The purchases by the firms providing the vessel and cargo handling services at the 
West Coast ports supported an additional 23,800 indirect jobs, for a total employment 
impact of more than 115,500 workers.  This suggests that for every direct job created by 
containerized cargo at West Coast ports, another indirect and induced job is also created.   

In 2000, the economic value of the containerized goods exported and imported 
through the West Coast ports was $258 billion of the $309 billion West Coast trade.9  The 
West Coast ports are the largest port system in the United States for pass-through 
shipments. Pass-through shipments represent all goods shipped through West Coast ports 
irrespective of the state in which they are produced or consumed. The production of these 
exports and the use of the imports in retail and wholesale trade as well as in manufacturing 
supports 3.9 million workers throughout the United States. The ultimate value of these 
exports and imports, including the value added by handling these cargoes through the West 
Coast ports and the production and consumption value is estimated at $723 billion, or 7.3% 
of the total Gross Domestic Product of the United States in 2000. 

Using this economic impact model, Martin Associates estimated the potential 
impact of a West Coast port shutdown for five, ten, and twenty day durations.  A five-day 

                                                 
9 U.S. Department of Transportation, Maritime Administration 
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shutdown would cost the national economy an estimated $4.7 billion, 30.2 million man-
hours would be lost, and federal, state and local tax receipts would be reduced by nearly 
$115 million.  If the duration of the strike were to increase, given the fact of low-inventory 
practices in manufacturing and mass retailing, impacts would spread and snowball at a 
rapidly increasing rate.   If the work stoppage lasted 10 days, the national cost would 
increase to $19.4 billion, 181.2 million hours would be lost by the nearly 4 million workers 
throughout the United States that depend on containerized cargo handled at West Coast 
Ports, and $693 million of federal, state and local tax revenue would be lost.  By the time 
the duration of the work stoppage increased to 20 days, the cost to the United States 
economy would grow to $48.6 billion, over 480 million hours would be lost and $1.8 
billion of federal, state and local tax revenue would be lost. The Martin analysis focuses 
only on containerized cargo and excludes non-containerized cargo such as automobile 
exports and imports, general cargo commodities, and bulk cargoes such as agricultural 
commodities, coal, sulfates, and bauxite. Martin notes that although the economic impact of 
disrupting these sectors would be substantial, it would not be as great as that on 
containerized cargo.10 Approaching the subject from a different perspective, Captain J.M. 
Holmes, the Coast Guard commanding officer for Long Beach-Los Angeles, said recently, 
referring to the Ports of Los Angles and Long Beach, “If they shut us down for a month, the 
economy of the western United States would grind to a halt.”11 

In addition to these severe economic impacts, a contentious shutdown of the West 
Coast docks carries the very real risk of triggering a sudden crisis in international financial 
markets. A shutdown should, therefore, be treated not only as a labor relations problem 
with serious and rapidly cumulating impacts on the economy, but as a threat to a sudden 
crisis in international financial markets. Monitoring, and action plans, by financial, as well 
as labor relations authorities, is called for.  

                                                 
10 Assessment of the Impact of West Coast Container Operations and the Potential Impacts of an Interruption 
of Port Operations, 2000, Martin Associates, October 23, 2001. 

11 William Booth, “Where Sea Meets Shore, Scenarios for Terrorists,” Washington Post, January 3, 2002, p.    
A01. 
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