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Good afternoon and thank you for including me in this conference.  

The demand on the transportation system has never been higher, and it is something we feel every day at the Port of Houston.

The Port of Houston is the nation’s leading port in terms of foreign tonnage and second in overall tonnage.  As the tenth largest port in the world, more than 7,000 ships and 150,000 barges call at the port and move more than 200 million tons of cargo each year.  Much of the cargo is destined for the more than 150 businesses along the channel in one of the world’s largest petrochemical complexes.

This activity translates into an enormous economic impact not just for Houston, but for the entire state of Texas.  A recently released economic study shows that 785,049 jobs throughout Texas are in some way related to ship channel-related businesses.  The overall economic impact of the port is nearly $118 billion. 

Of this total, $8.1 billion is the direct business revenue received by the firms which depend on the port.  These firms provide maritime services and inland transportation services as well as ship and rig repair and maintenance services. An additional $5.9 billion is used for local purchases from businesses.
The Port of Houston Authority owns and manages the public wharves and facilities where a wide variety of cargo comes across the docks.  
In recent years, as the cost of shipping containerized cargo has continued to decline as the use of this convenient and secure mode of cargo packaging has increased, the port authority has concentrated on increasing our containerized cargo handling capacity.  
Our 31-year-old Barbours Cut container terminal has made Houston’s port into the largest container port on the U.S. Gulf Coast.  Fifty years after the very first container ship in the world sailed to Houston, our port handles 73 percent of all the container activity along the U.S. Gulf Coast and 94 percent of the container activity in Texas.  

Last year we opened the first phase of the new Bayport container terminal.  In 15 or so years when this facility is fully developed, our current container handling capacity will have nearly tripled.
Much of our new business comes from increased containerized cargo from Asia, most especially from China.  This includes a wide variety of consumer goods that arrive at the port and are transferred to gigantic distribution facilities where they are sent on via truck to retail establishments throughout Texas and beyond.

One of the reasons why trade through the port is growing is that Houston is located close to one of the nation's largest concentrations of consumers.  Approximately 60 million people live within 700 miles of Houston.  Ample truck, rail and air connections allow shippers to economically transport their goods between the Port of Houston and inland points. 

The nature of the port authority’s business changed more dramatically than we could have imagined in recent years.  The exponential growth in imports from China changed everything.  This cargo, like the Japanese cargo before it, comes into the United States at West Coast ports and is transported by rail to Midwest and East Coast markets.  

But, the West Coast ports are struggling to keep up with the endless growth in container cargoes from the Far East.  Even as new and expanded port facilities are built, the southern California roadway system is struggling to handle the volumes.

The large retailers who drive the flow of this cargo are using additional ports to handle part of their increasing traffic flows.  Sending cargoes through these additional ports won’t divert the cargoes now being handled through the West Coast ports; it won’t even reduce the volume growth at the West Coast ports to moderate levels.  

As a result, ships arrive loaded with thousands of containers every week at the Port of Houston via the Panama Canal from the Far East.  The $5.25 billion expansion of the Panama Canal will soon double the capacity of the 50-mile long canal.

About 12 percent of the Port of Houston’s cargo currently comes through the Panama Canal.  By the time the expansion of the Panama Canal is completed in 2015, Houston’s share of the cargo flowing through there also will have increased.
In fact, over the last year, our trade with East Asia has grown by 22 percent.  The trend of all-water service from Asia through the Panama Canal to Houston is accelerating.

Part of what is fueling this growth is also the fact that in contrast to other parts of the country, Houston is still growing and prospering.  Houston continues to benefit from the trend of Americans leaving cold, damp, snowy areas in the north and the east, and moving to places with better climates in the south and west.  
In addition, the Houston economy is growing at twice the rate of the U.S. as a whole.  Texas recently surpassed New York and became the number one choice by Fortune 500 companies for their headquarters.  With 58 corporate headquarters, Texas is now three Fortune 500 companies ahead of New York, the longstanding leader in this competition.
Efficiently handling so much cargo means we must take our responsibility for the efficient and growing flow of cargo beyond the boundaries of the Port Authority’s property.  Smooth rail and roadway connections from the port remain a top priority.  We continue to work with Texas Department of Transportation to ensure that their plans keep pace with the port’s needs for smooth roadway connections.  

Rail is economical when it is used for very long freight hauls, usually across multiple state lines.  Nearly a century ago, Houstonians bragged about being the city where 14 rail lines converge on the sea.  The multiple rail lines that wind across the Houston area developed haphazardly over time.  
What was once farmland and seemingly good locations for rail lines have since become the middle of neighborhoods and business districts.  Jointly with the city and county, the port authority began studying Houston’s rail corridors and how the movement of cargo by rail to and from the port can be reorganized to work more efficiently.
Trains rumble through more than 750 public at-grade crossings causing more than 30,000 vehicle-hours of delay every day in Houston.  Every time trains and cars cross paths, dangerous conditions for motorists are created, pollution is increased, and cargo is delayed.  

The port authority took the lead and organized an initiative to redesign the way freight rail moves through Houston to eliminate unnecessary delays.  We worked to push through state legislation that allowed the creation of a freight rail management district by the city and the county.  This entity has the ability to seek out and accept federal funding once the studies are complete and a plan for freight rail is determined.

The goal is to ultimately transfer the traffic from 11 existing rail lines onto just three or four lines with grade separations from roadways.  The project will eliminate the at-grade crossings for the main rail corridors, so that cars and trains can get to their destinations efficiently.

The freight rail district board was appointed by the city, Harris and Ft. Bend Counties, and the Harris County mayors other than Houston.  Regular meetings have begun under the leadership of Chairman Mark Ellis and I also serve on the board.  

The task is very large and very necessary.  It will also take many years to develop and attract the kind of funding needed for such a gigantic undertaking. If the district succeeds, the benefits to Houston will be equally enormous.

Lastly, let me touch upon security.  Security remains a priority at the port.  To date, we have been awarded a total of $38.6 million in federal port security grants.  In the past year, we received $5.3 million which is being spent on technological improvements.

Based upon a proposal we promoted, the Texas state legislature approved the formation of a ship channel security district. This entity is the first of its kind in the nation and creates a model of public and private cooperation that the U.S. Department of Homeland Security hopes others will emulate.

The new district will manage the maintenance and operations costs of security along the Houston Ship Channel using approximately $4 million annually.  This funding would come from the private sector businesses on the ship channel.  

This allows us to stop the piecemeal approach to security that has pit all users along the ship channel against each other as we compete for grants from Homeland Security.  Instead, we will have a coordinated, system-wide approach to security for the entire waterway.  
One of the most critical factors we have impacting port security today is the implementation of TWIC ID credential program.  The Transportation Worker Identification Credential, or TWIC as it is commonly known, was established by Congress through the Maritime Transportation Security Act in the months following 9/11.  TWICs are intended to be tamper-resistant biometric credentials for workers who require unescorted access to secure areas of ports and vessels.
The Port of Houston Authority has been very aggressive in trying to implement this effort, because as I mentioned before, our port is the tenth largest in the world and the leading U.S. port in terms of foreign tonnage.  To date, we have issued 27,000 of these credentials but estimate that we made need as many as 250,000.
This pinpoints one of the major flaws in the effort thus far. The government grossly under estimated the number of cards that would be required to credential everyone who accesses a port facility.  On a national basis, the effort has not been successful in getting the cards processed and out into the field.  Just look at Houston and the fact that despite an aggressive effort from the very start, we have only issued a fraction of what we estimate is needed.

In addition to physically distributing the cards to everyone who should have one, the special readers that read the card and verify the biometric data have yet to be determined.  Various prototypes have been scheduled to be tested in various marine port environments, but none of those tests have started as yet.  Ports are extremely concerned about the TWIC program and when a fully tested reader can be put in place that will, in fact, fulfill the mission of this effort. 
It is also important to note that a TWIC card is like a passport.  It only provides identification.  Each individual port facility must then decide whether or not that individual should have TWIC access to its facilities.  
Just like the passport analogy, one might find that to gain access to a certain country, a passport is not enough.  A visa is also required. Ports have to go through a similar process of determining whether or not to grant accessibility for every individual with a TWIC card.
So, as you can see, we have our hands full at the Port of Houston.  Business is strong, growth is inevitable, and challenges remain just that – challenging.
Thank you.

