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Containerization and Seaport “Tipping Points”

I shall start by discussing the concept of a “tipping point” and its relationship
to seaports in general. “Tipping Point” generally refers to the onset of a period of
rapid and drastic change.3 In this instance, I am referring refer to very dramatic
changes in the pattern of shipping activities and the very shape of the modern
seaport. During the past three decades, almost all major seaports underwent a
similar set of changes: shipping operations migrated—very rapidly—from piers and
docks traditionally located near urban central business districts to new
containerports located in outlying areas on the fringes of the cityports.4

In the case of the Port of New York, almost all its shipping operations
migrated from the piers along Manhattan and Brooklyn, out to Port Newark-
Elizabeth.” This spatial and economic transformation happened within the span of
only a few years, during the late 1960s and early 1970s.

I give this process the name “Containerization’s First Tipping Point,”
because these particular changes in the Port of New York were due largely, but not
entirely, to containerization. That is, to the technological innovation by which

previously discrete types of cargo were not loaded and carried in uniform cargo



containers. This innovation drastically reduced cargo losses from damage and
pilferage, facilitated their loading and unloading onto ships and other types of
transport vehicles, and also facilitated multi-modal transportation routes.’

I speak of this as “Containerization’s First Tipping Point,” because this was
the first time that this process had ever happened. When the shipping operations
that had been based in Brooklyn and Manhattan moved out to Port Newark during
the late 1960s and early 1970s it was then an unprecedented event. Nobody had
ever seen such rapid waterfront abandonment, at least not during peacetime, when
major seaports rapidly lose all of their shipping within a period of only a few years.

Now although this was the very first time that anything like this had ever
happened, it would not be the last. During the 1970s, virtually all of the other major
seaports, all around the world, experienced similar changes. The shipping at San
Francisco migrated across the Bay to the Port of Oakland. London’s shipping also
departed, at first down the Thames River to Tilbury, and then further out onto the
coast at Felixstowe. Rotterdam’s shipping relocated down the Scheldt to
Maaesvltake and Europoort; Marseilles’ went across the Bay to Fos-sur-le-Mare.
The shipping at Sydney, Australia’s major port, migrated a dozen miles south to the
new containerport at Botany Bay.7

The rest of my talk will examine why this process of urban waterfront
abandonment happened to occur for the first time at the Port of New York, and

describe what was Port’s response.



The Initial Development of Containerization at Port Newark, 1955-1965

I can start by giving a very short answer as to why the process of urban
waterfront abandonment first occurred at the Port of New York. It happened here
mainly, but not entirely, because the initial development of containerization
technology happened to occur at Port Newark.

The fact that Port Newark happened to be the birthplace of modern
containerization also meant that the Port of New York would wind up being the
world’s first example of modern containerization-induced urban waterfront
abandonment.

The development of container technology at Port Newark led to the rise of
Port Newark, through a process analogous to the rise of the Port of New York a
century and a half earlier, as brilliantly described by maritime historian Robert
Albion in his classic work, The Rise of New York Port, 1815-1 860.°

Albion explained the rise of New York Port as resulting from the adoption
of technological and economic innovations (Erie Canal, scheduled packet ships, and
the triangular cotton trade) which enhanced the location’s natural geographic
advantages (deep water berths in a sheltered harbor near a major commercial city).
Albion posited these combined factors as the reason why New York Port triumphed
over the competing ports of Boston, Philadelphia, Baltimore and Charleston in the
19th Century.

Albion’s model can also be used to explain the internal intra-port migration
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productive investments in technological and economic innovations (dredging and
landfill operations in the Newark and Elizabeth meadowlands, construction of
adjacent railroad and highway routes, early installation of containerized cargo
facilities) enhanced the natural resources of Newark and Elizabeth (their location on
east side of Hudson River and Newark Bay, and the availability of thousands of
acres of vacant land), and resulted in New Jersey attracting almost all of the port’s
shipping operations.

The actual process of developing containerization started at Port Newark in
1955, when trucking entrepreneur Malcom McLean persuaded the Port of New
York Authority—which operated Port Newark—to allow him to begin
experimenting with the new technology he was developing which integrated ocean
shipping with landside transport of cargos in a very efficient manner. McLean and
his shipping company (eventually re-named Seal.and) spent ten years working out
the bugs from the new technology. Sealand did this while operating within the
shipping industry’s “minor leagues,” the relatively small market of coastal shipping,

limited to seaports along the U.S. Atlantic, Gulf and Pacific coasts.”

Containerization’s Global “Take-off” in 1965+

While McLean and Sealand carried out their first decade of container
operations, they were being closely watched by the shipping industry’s major
players: Moore-McCormack, Cunard, Grace, and other giant large shipping lines.

These were the players who dominated the industry’s “major league”—the lucrative



trans-Atlantic routes, carrying export-import cargoes between the Port of New York
and London, Amsterdam, Rotterdam, Marseilles, and other European ports.m

When McLean made his tremendous investments in the new technology, he
met a lot of skepticism and even ridicule. Almost everyone in the shipping industry
expected him to fall flat on his face and go bankrupt. Although he had some close
calls at times, he not only managed to survive, but to prosper with the new
technology. By the 1960s, he (and containerization) had made Seal.and into the
largest shipping line engaged in the U.S. coastal trade.

In 1965, after a decade of growth and technological innovation, McLean
announced that SealLand was going to expand even further. It was going to enter the
“big league,” the trans-Atlantic shipping routes. This time the shipping industry’s
reaction was not skepticism, but a combination of worry and outright panic. If
SealLand managed to be half as successful in these routes as it had been in the
coastal trade, it would soon dominate the industry and drive every other shipping
firm not using containers out of business.''

When the shipping industry began hearing rumors in the mid-1960s that
SealLand was going to start competing for the trans-Atlantic routes, many of the
major shipping lines at based at New York Port began scrambling to adopt the new
technology. They began modifying their ships to accept containers, and also began
studying how they would need to adapt their port operations for containers. Many
of them soon arrived at the same conclusion: in order to implement viable

containerport operations, they needed lots and lots of space. They needed much



more acreage than was available anywhere on the New York waterfront. Neither
Manhattan, Brooklyn nor Staten Island had enough space to construct a viable
containerport.

Many shipping lines based in New York City had already concluded that in
order to implement successful container operations, they had to transfer their
operations to Port Newark, which covered several thousand acres. In addition, it
was located next to the New Jersey Turnpike, which meant (as the Port’s
advertisements boasted) that a truck could travel from Port Newark to Chicago,
without having to stop for a single traffic light! This was a crucial factor, since a
substantial portion of the port’s cargos came from, or went to, the Midwest. Cargo
containers which were unloaded at the Brooklyn docks would need to take
approximately half a day to travel through the crowded streets of Brooklyn and
Manhattan, before reaching the New Jersey Turnpike. But the Chicago-bound
containers unloaded at Port Newark could already be halfway across Pennsylvania
in the same period of time.

Shortly after McLean officially announced his entry into trans-Atlantic
services, Moore-McCormack and a half-dozen other major shipping lines
announced that they were going to transfer their base operations from New York to
Port Newark. Several other major shipping lines (United States Lines, American
Export Import Lines) made a different decision: they would try to adopt
containerization, but to keep their operations based at the New York waterfront.

Within a few years, the major shipping lines which remained in New York lost most



of the customers to the lines that had moved to Port Newark, and, as a result, went

bankrupt.

Simultaneous Abandonment of Railroads’ Cross Harbor Services

There was also another very important reason which sparked “tipping point”
in the late 1960s, but which was not directly related to containerization. This was
the decline and abandonment of the railroads’ cross-harbor transport services. For
more than a hundred years, the railroads serving the Port of New York had not only
brought their cargos to the shore of the Hudson, but had also maintained fleets of
barges, lighters and car floats to transport the cargos between the ships along the
New York waterfront and their railway terminals in New J ersey.12

But during the 1950s and 1960s, American railroads—sparticularly those of
the Northeastern United States—were in a state of economic decline. Railroads had
been steadily losing business to competing forms of transportation, particularly
trucks carrying short-distance and long-distance cargos, and airplanes carrying long-
distance passengers. In addition, consumer demands were changing, particularly
concerning fuels. Coal, which had traditionally been the principal cargo of most
railroads, was being replaced by oil and natural gas, which were carried by pipelines
rather than by railroads."

By the mid-1960s, most of the railroads serving the port were facing the
prospect of bankruptcy. As a response, they all began considering abandoning their
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process started in 1965, when the Lehigh Valley Railroad (principally a coal carrier
which had been particularly hard hit by changing fuel demands) applied to the
Interstate  Commerce Commission (hereinafter 1.C.C.) to drop its lighterage
services."*  The following year in 1966, Moore-McCormack and several other
major trans-Atlantic shipping lines announced that they were going to adopt
containerization and move their operations from NYC to Port Newark. The
declining demand for cross-harbor services resulting from the shipping lines” move
to Port Newark soon motivated other railroads to drop cross-harbor services. In
1970, the B&O Railroad and the Central Railroad of New Jersey also announced
plans to drop these services. And after more shipping lines moved from NYC to
Port Newark, the recently created Penn Central Railroad petitioned the I.C.C. to
begin charging its customers for the cross-harbor services.

What you had during the late 1960s and early 1970s was a very powerful
and totally unexpected interaction between the shipping industry’s adoption of
containerization and the railroad industry’s abandonment of cross-harbor services.
When the railroads began announcing plans to abandon the service, this prompted
the shipping lines to reconsider the viability of staying at Manhattan and Brooklyn.
As the shipping lines began to migrate to Port Newark, the other railroads realized
that less and less cargoes would be using their lighterage, and so they too began to
apply to abandon that service. In effect, the Lehigh Valley Railroad’s
announcement of its intention to abandon cross-harbor services in 1965 initiated a

descending “death spiral,” in which decreased services caused decreased demand,



which resulted in further decreased services, which resulted in further decreased
demand, and on and on.

The final result was that by 1975 virtually all of the major shipping lines
were based at Port Newark, which eliminated more than 90% of the traditional
market for cross-harbor services. So when Conrail was created in 1976, its analysts
looked at the declining demand for such services, and at the services’ hugh costs
(hugh and still increasing, because they were highly labor-intensive in the most
expensive labor market in the nation), and decided to drop them entirely. Since the
mid-1970s, there has been only a small amount of cross-harbor railroad service; but
even that depends upon a constant government subsidy of several millions of
dollars."®

I want to emphasize that the process railroad abandonment of cross-harbor
services was initiated independently of the process of containerization. Both
processes (abandonment of free lighterage service and containerization) were
ultimately outgrowths of the development of the trucking industry, but the fact that
they happened to occur at the same time and at the same place appears to be
coincidental. These two decisions were the result of different factors impacting
upon different firms in two different industries. McLean’s decision to have
SealLand begin offering trans-Atlantic services in the late 1960s was not dependent
upon the status of railroads’ lighterage services. Similarly, the railroads’ decision to
abandon free lighterage was the result of decades of industry decline leading to

bankruptcy. They did not—at least initially—decided to begin filing applications at



the [.C.C. to abandon that service because they heard that Seal.and was going to
offer trans-Atlantic shipping services.

In other words, even if containerization had not originated at Port Newark—
or even if the new technology had never been invented at all—the Port of New York
would still have experienced substantial abandonment in the late 1960s and early
1970s because of the decline of the northeastern railroads.

The additional fact that containerization had originated at Port Newark and
subsequently underwent a global “take-off” involving the diffusion of the new
technology to the rest of the world’s seaports, meant that the impact of these two
overlapping but independent processes (railroad decline and containerization) would

be particularly devastating for the Port of New York.

NYC Response to Urban Waterfront Abandonment: Two Competing
Interpretations

The rapid and drastic abandonment of NYC’s waterfront during the late
1960s led to a public debate over the appropriate response to this new phenomenon.
This particular public debate did not attract very much publicity. Most of the
attention of the press and the public (and of subsequent historians) was focused
upon other high-profile political disputes during Mayor Lindsay’s administration:
strikes by sanitation workers, transit workers, and other public employee unions;
increases in the size and cost of social welfare programs; racial tensions; police

corruption scandals; and, public school decentralization. In addition, during the

10



mid-seventies, there was also the question of bond defaults and municipal
bankruptcy.17

But while all these other highly-visible debates were going on, there was
also an examination and re-evaluation of the city’s waterfront policy by city officials
and politicians, businesses, labor organizations, and various citizens’ commissions.
They all tried to analyze the reasons for the waterfront abandonment, and also
formulate an appropriate response by the city.

In general, two interpretations, or schools of thought, evolved, offering
competing interpretations of this subject. The first might be called the
“technological interpretation.” Its major proponents were Mayor John Lindsay,
members of the City Planning Commission, the Citizens’ Budget Commission,
Brooklyn ILA leader Anthony Scotto, and shipping executive Jacob Isbrandtsen.
These men viewed urban waterfront abandonment as an inevitable, technologically-
driven process. Shipping lines were abandoning the NYC waterfront because of the
new technology of containerization. Containerized shipping was more attractive to
customers: it was cheaper, faster and more dependable than traditional break-bulk
shipping. Container shipping also needed lots of room, and there simply wasn’t any
more available room at the crowded Manhattan waterfront. So all the worlds’
shipping lines were leaving the crowded urban waterfronts and going to where there
was lots of room, to Oakland, Felixstowe, Fos, Botany Bay and other new large
containerports.

Containerization (like the associated process of urban waterfront
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abandonment) was a worldwide, technologically-driven phenomenon. It was a
prime example of what economist Joseph Schumpeter called capitalism’s “creative
destruction,” although containerization (and the related phenomenon of urban
waterfront abandonment) was not limited solely to capitalist economies.'® Tt applied
to all shipping, everywhere around the globe.

Nowadays, this “technological interpretation” of urban waterfront
abandonment is virtually-unchallenged conventional wisdom. But back in the late
1960s there also evolved another competing explanation for NYC’s waterfront
abandonment, one that I shall call the “Dolchstoss” interpretation.

Let me say a few works about this particular terminology. “Dolchstoss” is a
German phrase, meaning “back-stab”, or “stab in the back.” It was used after the
end of World War I, as a catch-phrase by the German military and right-wing
extremists to explain why Germany lost the war. According to the Dolchstoss
legend, Germany was the greatest nation in the world; the German Army was the
greatest military power in the world; and, it had never really been defeated by the
Allies. Instead, the Germany Army and Germany itself had been betrayed (“stabbed
in the back™) by the Weimar government which had signed the Versailles Peace
Treaty, by the “saboteurs, the gangsters, the war-profiteers, the Socialists and the
Jews who populated Berlin.”"”

Getting back to NYC politics of the late 1960s, an analogous interpretation
arose (in competition with the technological interpretation) to explain the decline of

the NYC waterfront. According to this new type of Dolchstoss outlook, NYC was
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the greatest city in the world; the Port of New York was the greatest seaport in the
world; and, it would violate the very laws of nature for New York City to lose its
ranking as a major seaport. The only reason that shipping was leaving the Port of
New York was because it had been betrayed. Who betrayed it? The Port of New
York Authority, by its supposed discrimination in favor of New Jersey.

One leading proponent of this interpretation was City Council President Paul
O’Dwyer, who had worked as a longshoreman before he became a lawyer. While
seeking the Democratic nomination for U.S. Senator in 1970, O’Dwyer gave a
campaign speech at abandoned Pier 62 at the Chelsea waterfront (which is now part
of the Chelsea Piers Amusement Complex).20 He declared that Pier 62 had been
closed down because of the Port Authority. That agency had “assumed such powers
as no king had ever thought of assuming,” and of having “stolen our customers,” by
luring ships to Port Newark. As far as O’Dwyer was concerned, container
technology was irrelevant to the abandoned piers. The abandoned piers were
entirely the result of treachery by Port Authority, a villain that looked out too much
for the interests of New Jersey and too little for New York City. He said: “It has
waxed rich on the constant flow of auto traffic in and out of New York, adding to
our traffic problems, our parking problems, our pollution woes.”!

O’Dwyer’s sentiments were seconded by many other city officials and
politicians, including Manhattan Borough President Percy Sutton. Another leading
proponent was ILA vice president Bill Lynch, whose union local was based in

Manhattan’s Chelsea district, and many other leaders of the longshoremen’s union.
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I have not come across any prominent businessmen who supported this theory.

I would like to note that this Dolchstoss interpretation of urban waterfront
abandonment was somewhat unique, in that its scope of explanation was limited
solely to the New York City experience. It could not—and didn’t even try to—
explain why the process of urban waterfront abandonment was occurring
simultaneously in the world’s other major seaports. It did not identify any persons
or organizations who were simultaneously “betraying” San Francisco, London,
Marseilles, Sydney, or whose treachery was causing these cities’ shipping to migrate
to the new containerports at Oakland, Felixstowe, Fos, and Botany Bay. It simply
asserted that the Port of New York was declining because it had been betrayed by
the Port of New York Authority. Period.

The Dolchstoss interpretation was also unique, because its only adherents
were residents of New York. Nobody outside of New York City has ever accepted
this explanation, or even seriously considered it. In fact, the very idea of attributing
urban waterfront abandonment to something other than the global diffusion of
containerization technology is totally alien to scholars studying the subject. If you
should happen to talk to someone knowledgeable about the history of San Francisco
or London, and ask them whether their waterfronts declined because they were
“betrayed” by the Port Authority of Oakland or Felixstowe, they respond by looking
at you like they think you are crazy, for even conceptualizing the issue of urban
waterfront abandonment in those terms.

Here again you have an interesting parallel with the Germans’ earlier
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Dolchstoss explanation for Germany’s defeat in World War I. Nobody outside of
Germany ever really accepted the German Army’s argument that it had never really
been defeated by the Allies. Instead, virtually all non-German historians agreed that
the German Army had indeed been defeated militarily, principally because of the
widespread starvation brought on by the Allied blockade of Germany, and the entry
of more than a million American soldiers to the battlefront near the end of the war.
Nevertheless, the Dolchstoss legend took root inside Germany itself, with very
important consequences for the rest of the inter-war period.

In a similar fashion, the new Dolchstoss explanation of New York’s
waterfront decline never took root any place outside of New York City, but it
developed a very powerful following within the city. In fact, the entire history of
New York City’s waterfront policy since 1965 can best be understood as the result
of a continual give-and-take between the two competing interpretations, and their
associated conclusions regarding the appropriate public response to waterfront
abandonment.

Just as there were two competing views about the causes of urban waterfront
abandonment (the technological interpretation and the Dolchstoss interpretation)
there were also two competing schools of thought about the appropriate response to
urban waterfront abandonment. Here again there was a dramatic contrast: the
proponents of the technological interpretation and of the Dolchstoss interpretation
were directly opposed.

The proponents of the technological interpretation (i.e., the Citizens Budget
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Commission, and the NYC Planning Commission) believed that the Port of New
York had to adapt to, and adopt, the new technology of containerization, or die as a
seaport. Shippers wanted containers and containerports. This meant the city had to
build its own containerports, or else lose all its shipping to New Jersey. But
containerports needed lots of space, so this meant writing off the Manhattan
waterfront. Passenger shipping (which was facing its own decline from the growth
of trans-Atlantic jet travel) would remain at a few piers on the Hudson River, but the
city’s cargo shipping would have to be concentrated at a few large containerports,
either in Staten Island or Brooklyn.22

This view was adopted by the NYC Planning Commission in its 1969
Master Plan for NYC, where it declared that the Manhattan waterfront, which was
already being abandoned my its shipping lines, be converted to non-shipping uses.”

The adherents of the Dolchstoss interpretation took a completely different
point of view regarding the appropriate city policy. They felt that the waterfront
should be used only for shipping, and for nothing else. They asserted that the reason
ships began leaving the New York waterfront in the 1960s was simply because the
city was charging too much for ships to use its piers, and because the city was not
investing enough money in pier maintenance. According to them, it would be
insane to convert the abandoned piers in Manhattan and Brooklyn to non-shipping
uses. They believed that shipping would inevitably return to the Manhattan and
Brooklyn waterfronts, if only the city only lowered its rates for using the piers and

. . . .. 24
began spending more money to improve their conditions.
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Clashing Views and Policy Formulation in Autumn 1970

As more and more shipping lines moved from NYC to Port Newark, more
and more of the NYC waterfront, particularly the Manhattan piers, became
abandoned. After Lindsay’s inauguration for a second term in 1970, he began
formulating a new city waterfront policy to implement the City Planning
Commission’s recommendations. He wanted make the abandoned Manhattan piers
a new source of revenues, by converting selected piers to non-shipping uses.

During the summer of 1970, Lindsay formulated a new pier-conversion plan
with the input of two advisors, special assistant Sid Davidoff and Culture
Commissioner Dory Schary. Lindsay presented the new policy on September 2,
1970, at an al fresco press conference on abandoned Pier 45, near the western end of
Christopher Street. He announced that the city would soon sponsor an “Ethnic
Festival.” The festival would be initiated by a series of plays and other live
performances at Pier 45 and four other abandoned piers which would be converted
to non-shipping uses. The city and private developers would construct a mix of
movie theaters, restaurants, art galleries, parks and other types of recreation areas at
Piers 40, 45, 57, 62, and 86—all lying along the Hudson.”

The term “festival marketplace” would not be invented until the end of the
1970s, when it was used by Maryland developer James Rouse to describe his
waterfront restoration projects in Boston and Baltimore, but that describes what

Lindsay was proposing to do with the abandoned Manhattan piers in 1970.%°
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There were two sets of responses to Lindsay’s pier conversion proposal.
The press was unanimously in favor of the proposal, since it would promote city
cultural activities and bring some money into the city treasury.

The longshoremen took a different view. ILA President Thomas Gleason
objected with a concise statement of the Dolchstoss position: “We are emphatically
against any use of the waterfront facilities for entertainment purposes, or for that
matter any purpose other than their intended use as longshore piers. The city should
promote the port facilities so the jobs of longshoremen lost in recent years may be
regained.”

ILA vice president William Lynch, whose Local 791 covered most of the
selected piers, was even more critical. He declared “the mayor’s nuts,” and
immediately ordered his men to set up picket lines at the five abandoned piers. In
theory, the architects, engineers and workers who were going to convert the piers to
the new uses had every legal right to pass by the picket lines and begin their work.
But just a few months earlier, in May 1970, during demonstrations in lower
Manhattan against Nixon’s invasion of Cambodia, groups of longshoremen and
construction workers had attacked and beaten up large numbers of anti-war
protesters. In addition other groups of longshoremen and workers had stormed City
Hall and forced its personnel to raise the American flag, which had been lowered to
half-mast, back to full its height.27 Lindsay obtained temporary injunction against
the LL.A.’s September picketing for a few days, but the courts eventually ruled

against him and in favor of the picketers’ right to freedom of expression.28
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After a month of picketing and no work on converting the piers, Lindsay and
the ILA announced that they had reached a “compromise.” Under its terms, Lindsay
dropped the pier conversion proposal and announced that the 1970 Ethnic Festival
would be staged in Central Park.” It was only a pyrrhic victory for the
longshoremen, however, since the Manhattan piers continued to remain abandoned
for the rest of the decade.

Piers 40 and 42 are now, in 2001, being converted for recreational uses as
part of the new Hudson River Park. Pier 57 was eventually converted into a giant
garage for MTA. Pier 62 is the site of the roller blading and skateboarding arenas of
the Chelsea Amusement Complex. Pier 86 is now the location of the Intrepid Air-
Space Museum.

New Policy Implementation, Failure and Revision, 1970-1976

In the meantime, back in the early 1970s, Lindsay also attempted to begin
transforming a few selected locations along the Brooklyn waterfront into
containerports, first with the Northeast Container Terminal Project, and then the
Red Hook Containerport, both located in Brooklyn.30

Basically the same pattern occurred everywhere the city attempted to build
a containerport. The city would begin by trying to obtain one or two dozen acres of
upland behind the working waterfront by using its condemnation powers. After
several years of litigation, it would obtain legal ownership and begin to demolish all
the homes and business buildings there, pave over the land, and then purchase and

install giant gantry cranes at the cost of several millions of dollars apiece. The
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mayor show up in front of a crowd of reporters, announce the revival of the Port of
New York, have his picture taken next to the gantry crane, and return to City Hall.
After he left, the new containerport would just sit there unused, steadily losing
money, because virtually none of the shipping lines wanted to unload their cargoes
there. All the region’s shipping companies were now perfectly satisfied with their
new locations at Port Newark, and saw no reason to return to Brooklyn. All of the
NYC containerports were too small—only a few dozen acres compared to the
several thousands of acres available at Port Newark—and, equally important, were
too far away from the New Jersey Turnpike.

This policy continued under Mayor Abraham Beame, who was inaugurated
as Lindsay’s successor in 1974. The city would continue spending millions of
dollars developing undersized containerports in Brooklyn, and later in Staten Island,
that most shipping lines simply never bothered to use. This was at a time when the
city was facing the prospect of municipal bankruptcy, and when its finances were
taken over by a state-appointed financial board. The governor who appointed the
board, however, was Hugh Carey, a former Brooklyn Congressman, so even while
the board was cutting unnecessary spending, the city was still budgeting enormous
sums of money to develope small and inefficient containerports at Brooklyn and
Staten Island.”’

In 1975, State Comptroller conducted an audit of the city waterfront
operations, and found that none of the city’s port facilities—either traditional or

containerport—were making a profit. All were kept going only at the price of a
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constant subsidy of city money, totalling about $14-15 Million by 1975. The audit
was effectively an autopsy report on the Port of New York. It demonstrated that
there was not a single profit-making waterfront operation anywhere at all within the
city boundaries.”

At this point, there was an important transformation of city policy. The city
decided to keep spending money on keeping the non-viable containerports open, but
started putting pressure on the Port Authority to contribute to the subsidy. The
proponents of the Dolchstoss outlook had already given the Port Authority the
reputation of a scapegoat which was responsible for the city’s decline. Now they
took the next logical step, and forced the Port Authority to become a “cash cow”
and subsidize the consistently unprofitable waterfront operations.

Here again there are some interesting parallels with inter-war Germany.
When the proponents of the Dolchstoss interpretation took control of the national
government in 1933, their initial policies included confiscating the wealth of the
social groups whom they blamed for Germany’s military defeat.

After negotiations between the Port Authority and NYC in 1976, the Port
Authority agreed to invest in, and later take over, the city’s port facilities. Although
no knowledgable persons ever really expected any shipping operations to return
from Port Newark, the Port Authority agreed bear most of the financial burden of
“renovating” small and economically inefficient facilities in Brooklyn and Staten
Island. The Port Authority also eventually agreed to take over the day-to-day

operations of the remaining NYC waterfront operations, with a promise that they
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wouldn’t be shut down, no matter how unprofitable they became. In addition, the
Port Authority also promised to impose certain limits upon the containerport
operations at Port Newark, in order to protect New York City’s market share.”

As the result of this promise “to shoot itself in the foot,” Port Newark’s
market share of U.S. shipping began to decline. The port’s decline in market share
accelerated during the 1980s, due to two additional factors: an increase in U.S.
foreign trade with the other Pacific Rim nations; and, further adaptations of
container technology to the nation’s railroad infrastructure. China’s invasion of
Vietnam during the Third Indo-China War (1979-1980) effectively “stopped the
dominoes from falling,” in the words of a member of President Reagan’s
Administration, and ushered in a twenty-year “Pax Sino-Americana” for East Asia.
The stable geopolitical environment allowed U.S. trade with Japan, China, and the
“four tigers” (South Korea, Taiwan, Hong Kong, and Singapore) to mushroom,
largely to the benefit of the U.S. western ports: Los Angeles, Long Beach, Oakland,
Seattle, and Tacoma.™

In addition, the new West Coast containerports have had the good fortune
not to be entangled in a regional port authority which burdened them with the
expense of subsidizing uneconomical waterfront operations at San Francisco or any
other declining seaport.35 The western containerports were able to use their
revenues in a more productive manner, by investing in further technological
innovations.>® They took the lead in working with railroad companies to develop a

new generation of cargo container technology involving double-stack trains and
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other innovations.”” As a consequence, Port Newark (and the larger entity of the
Port of New York and New Jersey) fell from its ranking as the largest U.S. seaport.
It was surpassed, first by the Port of Los Angeles in 1990, and then by the Port of
Long Beach and several other U.S. ports during the 1990s.”®

When the NYC City Planning Commission audited the New York City
waterfront operations in 1995, it found that their annual deficit had increased to $40
million.”” If you graph the subsidy figures for 1975 and 1995, and draw a straight
line between them, you can estimate an annual subsidy currently approaching $50
million. If you use a little more math to calculate the total sum of all the annual
subsidies needed to keep the New York waterfront operations going since the early
1970s, you arrive at a figure of approximately $700-800 million.

San Francisco, London, Marseilles, Sydney and other former seaports have
managed to accept their containerization-induced loss of shipping, and have
proceeded to develop their waterfronts for other, more productive uses.”’
Meanwhile, the taxpayers of the City of New York (and the Port Authority) have
spent close to a billion dollars over the past three decades, in order to allow New
York City the luxury of continuing to call itself a seaport.
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