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Introduction
Boom and bust cycles are common in the business world and usually follow economic conditions nationally and internationally.  The Port of Tacoma has seen a series of boom and busts since the first docks and sawmills were built there starting in 1850.  Currently the 10th largest port in the U.S., it faced economic downturns in the 1890s and in 1907.  The depression and end of WWII brought negative changes to the port. Products such as lumber and grain, and innovations such as the shipping container helped to bring Tacoma out of the slump during each downturn.  The economic crisis that started in 2008 has posed significant challenges to the port with reduced volumes of cargo and increased competition.  This case study examines some of those issues and discusses alternatives for recovery for the Port of Tacoma.
Economic activity affects the ports  

Growth in economic activity and rises in exports and imports generally result in increased demand for freight transportation services by all modes of transportation. Because most U.S. overseas merchandise trade (over 66 percent by value and 99 percent by weight) moves by ocean vessel , the Nation’s container ports are immediately impacted by swings in economic activity.1    And what a swing it has been for West Coast ports!  Starting in late 2008, weak consumer demand reduced import levels while the worldwide economic slowdown reduced demand for exports.  The result:  containerized trade between the United States and trading partners worldwide fell between 2008 and 2009 by an average of 12% for all ports and by as much as 21% for the Port of Tacoma and 17% for the Port of Long Beach as shown in the figure below.  
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A rebound in containerized traffic in 2010 was the result of US production activities starting to recover, and businesses beginning to replenish their inventories.  Although container ports handled less tonnage than the early part of 2008, percentages of cargo handled over the same periods in 2008-2010 were up for many national ports as shown below.    Still lagging behind in 2011 and 2012 were the West Coast ports of Long Beach, Portland, and Tacoma.
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Too Much of a Good Thing to “Sputtering”
In 2005, container figures for all West Coast ports were projected to increase by at least 12% over the previous year.  US trade with China was anticipated to grow unabated.  The ports of Seattle, Tacoma, and Oakland were experiencing the greatest gains as a result of carriers hoping to bypass the congestion in Southern California. 
The Port of Tacoma was beefing up its capacity to move the large numbers of containers, up to 70%, that were transferred to rail and moved inland to destinations like Chicago.  They built a new terminal for Evergreen, and expanded the terminals used by Yang Ming, K Line, and Hyundai Merchant Marine.  They had plans to build a 1.7m TEU (Twenty-foot equivalent unit -- one TEU represents the cargo capacity of a standard intermodal container, 20 feet (6.1 m) long and 8 feet (2.44 m) wide) container terminal for NYK.    Each of these terminals was designed with transfer to rail in mind.  In 2005, Tacoma was moving about 2m TEU’s of containers, but was planning for capacity increase of up to 10m TEU’s, and transformation into a “bustling nexus of international commerce”. 2  
Fast forward to 2011
As the result of a significant drop in imports and exports -container traffic at the Port of Tacoma is down 30% from 2006, up only 2% in 2011. 
NYK and the port retreated from the NYK container terminal project in 2009, blaming the economy and the complexity of converting the available land to a terminal facility.  They negotiated a settlement on the failed deal.  
In 2011, only about 45% of incoming container traffic is destined for inland destinations, the result of increased rates by the railroads and a preference by carriers for the less expensive ‘all-water’ ports on the Gulf and East Coast.  And, on the East Coast, railroads are building new tracks to transport containers to the Midwest and South.  This preference for the competition could increase after the widening and deepening of the Panama Canal is completed in 2014. The experts disagree on what may become the net effect of the canal expansion, but according to a recent report by the well-regarded London-based Drewry Supply Chain consultants, “Even if global trade returns to its formerly robust pace, any new trade will probably pass the West Cost by. Volumes are unlikely to decline, but the days of strong growth on the Pacific Coast are behind us. “3   
A majority of containers - about 55% - is transferred to trucks which have contributed to congestion at the terminals and on local highways and to environmental pollution. 
A relatively new container facility in Prince Rupert, British Columbia, and a planned deepwater container terminal at the Mexican port of Lazaro Cardenas bring increased competition for West Coast ports in general.  These foreign ports have the added advantage in that containers imported through these ports are not subjected to the U.S, harbor maintenance tax. The Mexican port will also have a labor cost advantage over U.S. ports where Long shore Union members have higher compensation agreements.
The Port of Tacoma has laid off or retired nearly 50 employees, cut or eliminated raises, and hired a new chief executive.  It sold a 745 acre tract in Thurston county, about 50 miles south of the port in a less populated area, where a new rail yard was planned.  

Without new business and current business projections, the port’s profits will turn to losses in 2014.

What now?  
The Port of Tacoma has some advantages over some of its competition if the container trade increases:  a natural deepwater port that requires limited dredging;  underutilized capacity at its existing container terminals;  and rare waterfront acreage available for terminal development.
Although container trade is down, other areas of cargo activity are increasing.  The log export business, which disappeared until 2 years ago, and is driven by Chinese demand, is up 106.7%.  Growing Asian economies are driving demand in grain, coal, and other exports.  The auto trade import is increasing, primarily due to Kia, up 45.4 %.  
The Port of Tacoma has been through a series of cycles of boom and busts since it was first developed 160 years ago.  This article October 2011 article from the Tacoma News Tribune  - “Boom and Busts on the Tideflats” outlines these.  Under a new chief executive, the Port of Tacoma is in the middle of a strategic planning effort that it hopes will address the issues with import/export volumes and competition.  However, there is not a clear path forward in the uncertain economy. Do they stay the course waiting for the import trade and associated container traffic to increase?   Do they look at other export options? 
1.  What are the factors that have contributed to the Port of Tacoma’s problems?

2.  Read “Growth Strategies Go West”, “West Coast Ports Face Rough Seas” and “Bulk over Boxes”  .  How have some of the other West Coast ports dealt with issues similar to those that face the Port of Tacoma?
3.  Should Port of Tacoma commissioners and the chief executive ‘stay the course’ and hope for increased import/export volumes, or should they look for other strategies to increase their profitability?
1   America’s Container Ports:  Linking Markets at Home and Abroad, Jan 2011. US Department of Transportation
2    “Changes needed for Tideflats to stop economic engine’s sputtering”, Tacoma News Tribune, 10/29/11

3    “Changing trade patterns threaten ports relevance”, Los Angeles Times, Nov 28, 2008
