**AFF ANSWERS**

Uniqueness
California’s economy is doomed – city bankruptcies

CNN 7/12 (7/12/2012, “California bankruptcies are only the beginning,” http://money.cnn.com/2012/07/12/news/economy/california-bankruptcies/)JCP
NEW YORK (CNNMoney) -- San Bernardino became the third California city to file for bankruptcy in the past few weeks ... but it won't be the last.

Many municipalities in the Golden State and around the nation are struggling to cover their costs as the economic malaise continues to hurt tax revenue streams, experts said. This will lead to more municipal bankruptcies, which have been rare until now.

"This is not the end. This is the beginning," said Peter Navarro, business professor at University of California, Irvine. "As cities see it can be done and is being done, it will give them the idea to do it."

The San Bernardino City Council voted Tuesday to file for Chapter 9 bankruptcy after the interim city manager issued a report that outlined its dire straits. Some $10 million to $16 million in annual revenue has evaporated in recent years as taxable sales dried up and property values plummeted.

Despite negotiating tens of millions of dollars in concessions and reducing its workforce by 20% over the past four years, San Bernardino was facing insolvency and would not have enough cash on hand to meet its obligations, according to the report.

"The city has reached a breaking point," the report said, noting the municipality of 211,000 residents was facing a $45 million shortfall.

California is suffering from a weak overall economy, tax increases and government cuts

SF Public Press 7/13 ​– citing economist Paul Krugman (7/13/12, “Krugman: California represents the worst of current U.S. economic crisis,” http://sfpublicpress.org/news/2012-07/krugman-california-represents-the-worst-of-current-us-economic-crisis)JCP

The budget pain facing California this year is not California’s fault, said Paul Krugman, the Nobel Prize-winning economist who has been among the most outspoken writers critiquing the government’s response to what he calls an economic “depression.”

The state budget Gov. Jerry Brown signed Wednesday at least on the surface bridges a $15.7 billion potential deficit — by far the highest shortfall faced by any state this year. As tax revenues continued to fall below expectations in a suffering economy, California state and municipal governments continue to slash spending. The state's $91.3 billion budget represents the lowest state spending level since 1999.

“Gov. Brown faces political constraints that, if anything, are even worse than those faced by President Obama, because of the craziness of California’s constitutional setup,” Krugman said at a recent appearance at the Commonwealth Club of California. He said Proposition 13, the state’s requirement of a legislative supermajority to pass tax increases, was the main culprit.

More than tax hikes are needed to help ailing states, he said. Federal aid to state and municipal governments to rehire workers is paramount to ending the crisis.

Across California, 44,300 government positions have been lost in the past year, and since the May 2008 peak in government employment the state has lost 155,000 public-sector employees. The new budget largely preserves public employees’ jobs but relies on more than $9 billion in increased tax revenue will be before the voters in the fall.

Even in San Francisco, which has recently seen a large rebound in private-sector hiring, a loss of 2,000 government positions in the past year has created a drag on the local economy and taken away stable middle-class jobs.

Californian economic policy adjustments destroy the recovery – housing market is a massive alt cause

Taylor 6/2 - senior fellow at the Hoover Institution and professor of economics at Stanford University. (John B., 6/2/12, “Slowing foreclosures will harm housing market,” http://www.sfgate.com/opinion/openforum/article/Slowing-foreclosures-will-harm-housing-market-3680232.php)JCP

Across America, but especially in hard-hit California, families are still reeling from the financial and economic fallout of the housing bubble and crash. The top priority should be to restore a strong housing market and growing economy where people can find jobs, restore their finances and make their mortgage payments.

One way or another, that means excess housing has to be cleared off the market as quickly as possible. The vote by the Legislature on Monday that may delay or even stop foreclosures is a counterproductive step in the pursuit of a housing market recovery.

Foreclosure is tragic, painful and sadly necessary. Excess inventory of foreclosed homes or distressed properties has an adverse effect on the overall market, depressing home values and preventing a recovery. Homeowners who have been truly wronged should seek redress. Homeowners have a right to take advantage of the relief provided by the National Mortgage Settlement, but lenders have already contacted potential candidates about that relief.

Intervening into this process to try to delay foreclosures will add uncertainty to the market and slow down the recovery process. We are beginning to see the steady fall in house prices over the last few years finally level off and actually improve in a number of cities across the state. Indeed, California has let the market clear more quickly than some other states.

Take, for example, the forestalled foreclosure process plaguing Florida. While foreclosure inventory in California has fallen to 2.4 percent, it stands at 12 percent in Florida. It will not help Floridians to keep borrowers in homes they are unable to afford.

With about 133,000 foreclosures completed in California in the past year, it is important not to clog the pipeline. Obstructing distressed properties from clearing the market will prevent the overall market from stabilizing.

Californians have been hit hard by the burst of the housing market bubble as well as the recession and the weak economic recovery. The unemployment rate in California, at 10.8 percent, remains higher than the national average. And in some cities, like Fresno at 14.9 percent, the level of unemployment is even higher.

No Link
The Panama expansion doesn’t trade off with California trade – that has already happened – but it helps the industry through consolidation on the East Coast

Haas 12 -Chief Operating Officer at Cohen Asset Management, Undergraduate degree from Cornell University and his MBA from the University of Michigan. (Jason, “A Wider Panama Canal does not Undermine Southern California, ”February 2012, http://www.cohenasset.com/admin/uploads/CAMs%20Industrial%20Corner%20Feb%202012.pdf)JPC


The industrial markets around these large ports on the east coast have proven to perform relatively well in any environment as there is the combination of global trade and a large base of local economic activity to generate demand for industrial space. The table from the following article highlights the fact that goods destined for locations in the Northeast had already made the shift to all water transit over the last decade and that there really is no significant share of activity to steal as demand has already moved. 

Rather than shift port traffic away from Los Angeles/Long Beach, the widening of the Panama Canal may well bring in larger ships that instead visit fewer ports on the east coast. Industrial markets in areas tied to these large ports that will be able to handle the new ships coming through the Panama Canal may well benefit from an increased flow of goods, but it will not be goods that had previously flowed through the Ports of Los Angeles and Long Beach; rather, we believe it will be a consolidation of activity across the east coast ports.
Link Turn
The Panama expansion will actually bring more traffic to west coast ports – larger vessel construction

Burnson 6/22/12 - executive editor for Logistics Management and Supply Chain Management Review magazines and web sites. Patrick is a widely-published writer and editor who has spent most of his career covering international trade, global logistics, and supply chain management. He lives and works in San Francisco, providing readers with a Pacific Rim perspective on industry trends and forecasts. (Patrick, 6/22/12, “Panama Canal expansion may generate new business for West Coast ports,” http://www.logisticsmgmt.com/article/panama_canal_expansion_may_generate_new_business_for_west_coast_ports/)JCP
Panama Canal expansion may generate new business for West Coast ports

The Port of Oakland may have even more outbound business once expansion is completed

Rodolfo R. Sabonge, Vice President of Market Research and Analysis with the Panama Canal Authority (ACP) told Bay Area shippers that a wider Panama Canal will pose no threat to the Port of Oakland. In fact, he said, it may bring even more business here.

He was the featured speaker last week at the “Ports & Terminals” dinner staged annually by the Pacific Transportation Club.

“The Port of Oakland may become an even greater ocean cargo gateway for U.S. exports to Latin America once the Canal Expansion is completed in 2014,” he said.

Sabonge has been with the Authority since 1986 and has been instrumental in the Canal’s growth and current expansion project.

In his hour-long dinner presntation, Sabonge provided an update on the construction of the third set of locks, an ambitious, eight-year, $5.25 billion engineering and modernization feat that will help double current tonnage capacity.

In addition to being wide enough to fit a 12,000 twenty-foot equivalent unit (TEU) containership (from the current limit of 4,800 TEU) the new locks will enable larger cruise, tanker, bulk, LNG, and ro-ro vessels to use the Panama Canal routing.

“It is one of the largest engineering projects in the world and will significantly impact vessel routings and global trade patterns,” he said. “Currently, about 65 percent of the goods transiting the Canal originate from, or are destined to, the United States.”

Evidence that Oakland can accommodate the new generation of “Mega” vessels was demonstrated earlier this year when one of the world’s largest cargo vessels came into the San Francisco Bay.

The MSC Fabiola is part of a new class containerships creating greater economies of scale, increased fuel efficiency, and more service options for shippers.
Of the more than 5,000 containerships deployed around the world, only 71 have a capacity of 12,500 TEUs or more, and the MSC Fabiola is the only one to have regular port calls in the United States. Virtually all vessels in this ultra-large class are deployed in the Asia-Europe trade lane.

