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California during the late 1950s and early 1960s built a world-class transportation system to address the freight and people mobility for a fast growing state and national economy, as well as the population. California’s transportation system was further enhanced by three Class I railroads (Burlington Northern and Santa Fe, Southern Pacific, and Union Pacific), three major seaports and two international airports. This extensive transportation network was geographically positioned on the Pacific Rim. California’s strategic position in the global economy has placed it at the junction of the world’s two largest markets—the United States and Asia. And in a post-North American Free Trade Agreement (NAFTA) world, California has become the nexus between Asia and its number one trading partner, Mexico. 

The economic significance of this extensive transportation network and strategic geographic position is that California is the single largest trading entity in the United States. 

The growth in international trade freight movement, as well as farm-to-market and intra-regional truck trips, is overwhelming California’s transportation system. In 2003, $407 billion worth of U.S. trade ($293 billion in imports and $114 billion in exports) went through California’s sea, air and land ports. Nearly 80 percent of these exports and imports either originated in or were destined for some other state. The majority of international goods arrive through west coast ports with 40 percent coming from the Los Angeles and Long Beach ports alone.

California’s extraordinary rise as a global trade center is the result of two significant changes that took place in the 1960s. “Containerization and air cargo express shipping have revolutionized the global transportation of goods and placed a premium on the capacity, efficiency and ground accessibility of local port and airport facilities.... This innovation changed the appearance and equipment of ports everywhere, rendered entire fleets of cargo ships useless, cut labor costs drastically and reduced ship turnaround time from a week or more to two or three days.”

NAFTA and the passage in 2000 of the Permanent Normal Trading Relations with China Act, as well as China and Taiwan becoming part of the World Trade Organization, has made California the epicenter of trade volume flow and distribution.

In addition to these global trade agreements, information technology, synchronized supply chain management and just-in-time logistical innovation in global trade have created a demand for velocity, predictability and reliability of trade flow through California’s gateways and trade corridors.

Table 1
	Projected Growth in the Value of U.S. Trade Through 2020

	
	Exports
	Imports

	
	2002
	2010
	2020
	2002
	2010
	2020

	U.S. Total (billion $)

	Total
	671
	1,080
	1,665
	1,115
	1,451
	2,089

	Air
	223
	384
	591
	254
	306
	397

	Vessel
	190
	314
	500
	536
	733
	1,131

	Other
	258
	381
	574
	325
	411
	561

	Percent Increase over 2002

	Total
	
	61
	148
	
	30
	87

	Air
	
	72
	165
	
	20
	56

	Vessel
	
	65
	163
	
	37
	111

	Other
	
	48
	122
	
	26
	73

	California Total (billion $)

	Total
	110
	196
	316
	267
	354
	482

	Air
	58
	106
	167
	53
	63
	74

	Vessel
	39
	68
	112
	196
	266
	368

	Other
	14
	22
	37
	18
	25
	39

	Percent Increase over 2002

	Total
	
	78
	187
	
	33
	81

	Air
	
	83
	188
	
	19
	40

	Vessel
	
	74
	187
	
	36
	88

	Other
	
	57
	164
	
	39
	117


Sources: Authors’ estimates. 2002 data are from U.S., as cited in California’s Global Gateways: Trends and Issues, Public Policy Institute of California, 2004. Census Bureau, U.S. Exports/Imports of Merchandise (2002).

At a time when California should be building on its successful, international trade position, it is faced with an infrastructure crisis that is both substantial and immediate. The governor-appointed California Transportation Commission has underscored the state’s goods movement crisis by stating in the introduction of its 2004 annual report, “California’s Transportation program is in crisis and on the verge of collapse.”

Table 2

	Projected Growth in the Volume of U.S. Trade Through 2020

	
	Exports
	Imports

	
	2002
	2010
	2020
	2002
	2010
	2020

	U.S. Total (billion kg)

	Total
	319.5
	566.9
	1,113.10
	816.8
	1,499.50
	3,155.20

	Air
	2.3
	3.7
	5.80
	3.5
	4.30
	5.50

	Vessel
	317.2
	563.2
	1,107.40
	813.3
	1,495.20
	3,149.70

	Percent Increase over 2002

	Total
	
	77
	248
	
	84
	286

	Air
	
	61
	152
	
	23
	57

	Vessel
	
	78
	249
	
	84
	287

	California Total (billion kg)

	Total
	35.9
	65.3
	125.8
	92.0
	147.8
	276.7

	Air
	0.4
	0.7
	1.2
	0.6
	0.8
	1.1

	Vessel
	35.4
	64.6
	124.7
	91.3
	147.0
	275.6

	Percent Increase over 2002

	Total
	
	82
	250
	
	61
	201

	Air
	
	75
	200
	
	33
	83

	Vessel
	
	82
	252
	
	61
	202


Sources: Authors’ estimates. 2002 data are from U.S. Census Bureau, U.S. Exports/Imports of Merchandise (2002), as cited in California’s Global Gateways: Trends and Issues, Public Policy Institute of California, 2004.
Since mid-2003, $5.4 billion has been deferred from California transportation improvements and investment. This is further compounded by the fact that the Texas Transportation Institute found the Los Angeles-Long Beach area to be the number one worst congested area in the United States and the San Francisco-Oakland area was number four. Lack of investment in transportation, congestion and lack of capacity in and on California’s transportation system can negatively impact the future of California’s economy.

In October 2004 at the UCLA Extension Lake Arrowhead Symposium, Gill Hicks, transportation consultant and chairperson of the California Marine and Intermodal Transportation Advisory Council, described California’s transportation and goods movement crisis as the “Perfect Storm” in which all of the following have come together:

· Cargo growth

· Population growth

· Air and noise pollution

· Traffic congestion

· Community concerns (“How much is enough?)

· Safety and security

· Capacity constraints 

· Funding limitations

· Equipment/labor shortages

· Soaring fuel prices

· Hours of service rules

Increased volume in international trade has placed a disproportionate demand on California’s transportation infrastructure, as well as having a dramatic impact on the quality of life, environment and safety of the communities concentrated within proximity to the gateways and along the trade corridors.

California’s explosive international trade growth has had a serious negative impact on the velocity, reliability and predictability of the flow of goods to the rest of the nation and throughout the state.
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