
Chapter 3-4:  Labor and Workforce Development 

Like the industry itself, freight related employment is dynamic and continually improving.  The push for both industry and labor is toward efficiency, reliability, cost reduction, improved worker and public safety, and increased transaction speed.  This push toward continual improvement across the entire industry is necessary for California to remain competitive at the national and international levels and to better serve California’s people and communities.  This is not just a challenge for industry and labor but also a challenge for government agencies and educational/training institutions.  As new technologies and operations practices are introduced to meet an array of competitive, economic, environmental, safety, and community needs, support for workforce development must be a substantial component of the investments.  It’s necessary to invest in both capital and human resources if we are to remain competitive.

The range of job types, skill sets, and career paths within California’s freight transportation industry is as diverse and complex as the industry itself.  Many of the jobs are very well paid, requiring highly skilled, well educated employees, while many other jobs pay at or near the minimum wage and require few skills and little training.  In general, many of the low skill positions that require repetitive physical labor are being replaced with automated systems, while at the same time, high paying and highly skilled new positions are being created to develop, operate, and maintain those same automated systems.  

Employee retention in the industry is fairly strong in most modes, particularly in the maritime and rail industries, with higher turnover in trucking where there continues to be driver shortages and consolidation of trucking firms is putting pressure on small, independent trucking firms.  In California in general, there has been an increase in freight sector hiring as the economy continues its recovery.

Warehousing and distribution centers are important sources of employment throughout the State, particularly in Southern California’s Inland Empire region where many new jobs have been created to respond to the expansion in e-commerce. 

With much of air freight being transported as belly cargo in passenger planes, the flight crews of those planes and their supporting ground crews, while not specifically freight industry employees, nonetheless are part of the freight industry’s essential workforce.  This chapter will not address labor and workforce development issues related to air cargo as many of those issues are also directly linked to air passenger service and national challenges related to an anticipated shortage of qualified pilots, implementation of new flight control systems, and other factors that are beyond the scope of this plan.

Freight Railroads
The Class I and short line railroads in the state provide very good blue collar jobs.  Railroad careers tend to be relatively stable.  In 2012, U.S. freight railroads had approximately 180,000 employees, including 163,000 on Class I railroads and 17,000 on non-Class I railroads (short line railroads).  Nationwide, each freight rail job supports 4.5 jobs elsewhere in the economy and each $1 billion in new rail investment supports more than 17,000 jobs.  

Railroad employees are among the best-paid workers in American industry.  In 2011, the average U.S. freight railroad employee earned wages of $74,900 and fringe benefits of $34,000 — for total compensation of $108,900.  By contrast, the average wage per full-time employee in the United States in 2011 was $54,400 (73 percent of the comparable rail figure) and average total compensation was $67,700 (62 percent of the rail figure).  In 2011, there were approximately 8,900 people employed by railroads in California, earning an average salary and benefits of $110,470.  
 
Approximately 86 percent of Class I rail employees and more than half of non-Class I rail employees are unionized, represented by one of more than a dozen labor unions.  Labor relations in the rail industry are subject to the Railway Labor Act (RLA).  Under the RLA, labor contracts do not expire.  Rather, they remain in effect until modified by the parties involved through a complex negotiation process that can take years to conclude.
  
The nation’s freight railroads have more than a century-long commitment to hiring the nation’s military service men and women.  The railroads continue to hire veterans at a robust pace, between 20-25 percent of current employees.  (Source: Association of American Railroads, Railroads and Labor)

Trucking
California’s trucking industry is massive, reaching every community in the State and transporting at some point almost everything that is shipped.  In 2010, trucks transported 88 percent of total manufactured tonnage in the State: 3,822,000 tons per day.  This is possible due to the tremendous investment in roadways, trucking equipment, and the people who drive, maintain, and manage the enormous trucking fleet and infrastructure that accommodates those trucks.

In 2013, there were approximately 32,800 trucking companies located in California, most of them small, locally-owned businesses.  For those trucking companies that are unionized, employees are typically represented by the Teamsters Union.   In 2012, the industry provided 618,800 jobs, or one out of 20 in the State.   Total trucking industry wages paid in California in 2012 exceeded $30.2 billion, with an average annual trucking industry salary of $48,774.  Over half of all drivers have earned a high school diplomas or less.  In addition to truck drivers, another 20,000 people are employed in supervisory and administrative roles with an annual mean wage of $58,000.  (Source: California Fast Facts, American Transportation Research Institute (ATRI))

Increasingly strict safety regulations have put a premium on experienced drivers with proven, safe driving records.  Such qualified drivers are in short supply, which has resulted in a truck driver shortage that is projected to become worse.  According to a report in Bloomberg Businessweek regarding a U.S. Bureau of Labor Statistics report, the average age of a U.S. commercial truck driver is 55 years and it is getting increasingly difficult to recruit and train young, entry level drivers.  States across the country are exploring ways to address the truck driver shortage by utilizing their workforce development boards and community colleges to provide truck driver training.  Many larger trucking firms also provide their own in-house training.

[bookmark: 33]While it is difficult to hire qualified truck drivers, it is also becoming much more difficult and costly for small, independent owner/operator trucking companies to remain viable in California’s freight industry.  These smaller fleets make up almost half of the State’s entire truck capacity, with many of the smaller fleets comprised of older, high mileage, higher polluting trucks.  Increased costs associated with requirements for newer trucks are making it economically challenging for independent operators and small firms.  In 2014, fleet owners of three or fewer trucks face their first regulatory deadlines under the Statewide Truck and Bus Rule that specifies maximum allowable truck emission levels.  Many smaller fleet owners may not be able to afford the cost of replacing their trucks with newer, lower polluting equipment, and therefore may go out of business.  As a result, many small fleet and independent drivers are transitioning to becoming fleet drivers for larger firms or simply leaving the trucking industry.  (Source: Delivering Sustainable Freight, California Trucking Association Special Report, Fall 2013)

Maritime
There are generally very well paying jobs in the maritime industry.  Average annual, full-time wages for fully registered, unionized workers is approximately $142,000.  In the ocean shipping industry there are two primary organizations that represent labor and cargo carriers on the U. S. West Coast, including California.  Labor is represented by the International Longshore and Warehouse Union (ILWU).  Carriers are represented by the Pacific Maritime Association (PMA).  Members of the PMA hire workers represented by the ILWU.  
The terms of employing the workers are governed by labor contracts that are periodically negotiated between the two organizations and the results applied to all U.S. West Coast ports.  Similar processes and organizations are found in the country’s other maritime regions.  When agreements cannot be reached, as happened in 2002 on the West Coast, strikes or lockouts can occur which may severely disrupt the entire freight movement system, sometimes having lasting impacts as shippers permanently redirect their products to ports in other regions or countries.  While that dispute was resolved, it is estimated that it cost the U.S. economy $1 billion per day.
 
As of December 2012, PMA members employed nearly 14,000 registered union workers at 29 West Coast ports in California, Oregon and Washington, and thousands more workers, who typically work part-time.  Since the 2002 agreement that brought the widespread use of technology to the West Coast, the registered workforce has increased by 32 percent.  The PMA and the ILWU are nearing the end of a six-year labor contract that runs from 2008-2014.

Some of the issues that currently cause disagreement between organizations representing shippers/terminal operators and organized labor are related to the implementation of new technologies that enable the handling of more freight, more quickly, with fewer workers.  In some instances, the applications of some technologies have automated substantial components of the freight system and eliminated the need for many classes of workers.  Much of this technology is already in place in other countries, particularly Europe where there are examples of highly automated terminal operations that require very few people. 

The challenge of transitioning California’s freight industry to a more efficient and less impactful status, while retaining high-paying jobs and providing the needed education and training for the freight industry workforce is an essential aspect of planning California’s future.  Addressing this will require involvement by public and private entities outside of the freight infrastructure planning and delivery process typically involved with freight plans.  (Sources: Pacific Maritime Association, Journal of Commerce)

Los Angeles, Inland Empire, and San Diego

Nearly 21 million people live in the six Southern California Association of Government (SCAG) counties (Imperial, Los Angeles, Orange, Riverside, San Bernardino, and Ventura), and there is easy access to fast growing markets in Arizona, Nevada, and the border region of Mexico.  There are nearly 500,000 business establishments in the region, employing over seven million people.  Direct access to such a large consumer market is attractive to all industries.

Goods movement-dependent industries – including manufacturing, wholesale and retail trade, construction, and transportation/warehousing – employed over 2.9 million people in the region and contributed $249 billion to the gross regional product in 2010.  Across the region, there were a total of 268,300 international trade-related jobs in 2011 with 176,900 jobs in Los Angeles County, 44,700 jobs in Orange County, 39,000 jobs in the Inland Empire, and 7,700 jobs in Ventura County.  (Sources: Los Angeles Economic Development Council, 2013-2014 Economic Forecast and Industry Outlook; On the Move, Southern California Delivers the Goods, Comprehensive Regional Goods Movement Plan and Implementation Study, SCAG)
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The "new economy" of San Diego County is technology driven, and includes biomedical research and development, communications, and computer science.  These sectors build on the vibrant technological research capabilities of the County's businesses and University of California San Diego.  San Diego is a large manufacturing center in the U.S. with 93,400 workers.  The largest manufacturing sectors in the County were computer and electronic products with 24,500 workers and transportation equipment with 13,800 workers.  Other sectors include miscellaneous (medical instruments) products (10,100 workers), machinery manufacturing (8,400 workers) and chemicals (7,300 workers).  San Diego has the only sizable shipbuilding industry on the West Coast.  
International trade is a major component of the area's economy.  The San Diego Customs District is a major channel for U.S.-Mexico trade.  In 2012, total two-way trade through the customs district reached $57.4billion, with Mexico accounting for $48.7billion or 84.9% of the total.  Further detail regarding the Border Region economy can be found in the Regional Fact Sheet associated with this plan.

San Joaquin Valley
In 2010, there were about 1.2 million people employed across all economic sectors in the San Joaquin Valley.  Of this total, over 44 percent (564,000 jobs) were associated with goods movement-dependent industries, including agriculture (187,000), wholesale and retail trade (170,000), manufacturing (102,000), and transportation and utilities (48,000).  By 2040, goods movement-dependent jobs are expected to increase by over 45 percent (nearly 250,000 jobs).  This growth will be lead by non-farm industries, including transportation and warehousing, wholesale, and retail trade. 
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San Joaquin Valley Interregional Goods Movement Plan, Task 1 Cambridge Systematics, January 2012

The proportion of goods movement-dependent jobs within each of the eight counties in the San Joaquin Valley ranges from 40 percent of total jobs in Kings County to over 50 percent of jobs in Tulare County.  In the future, goods movement-dependent jobs are expected to decline slightly as a relative proportion of total jobs (44 to 41 percent of total jobs), as the percentage of the workforce employed in service and government jobs continues to rise.  The transportation sector (tied largely to the growth in international trade as well as agricultural production) is expected to grow substantially by 2040, increasing by over 90 percent (40,000 jobs).  Agriculture and manufacturing employment are expected to remain relatively flat over the next 30 years with annual increases of less than 1 percent and mining-sector jobs are expected to decline.  (Source: San Joaquin Valley Interregional Goods Movement Plan, January, 2012)


Central Coast
Businesses in the Central Coast region provided a total of 782,000 jobs, many of which are logistics dependent, for area residents in 2009.  Employment levels reflect population patterns, with Monterey and Santa Barbara counties having the largest employment bases in 2009, followed by San Luis Obispo, Santa Cruz, and San Benito counties.  Total employment in the Central Coast region remained relatively stable during much of the last decade, but dropped slightly in 2009 as a direct result of the recession.  All five counties in the region lost jobs in 2009, including more than 12,000 positions in Santa Barbara County and nearly 10,000 jobs in Monterey County.  Overall, the regional employment base contracted by 4.6 percent in 2009 (loss of 37,000 jobs).  
Farming is not a top ten industry by employment in any of the five Central Coast counties, despite the fact that the region is a major agricultural center.  This may be due to the following:
 
· Technological advances over the years have made farming less labor-intensive.  As a result, producers can substitute capital for labor, thus producing more with fewer employees.
 
· Many agriculture support jobs are classified under the “forestry, fishing, and related activities” category.  Only those employees that are engaged in the direct production of agriculture commodities (regardless of whether the employee is a sole proprietor, partner, or hired labor) are included in the “farming” category.
 
· Economic data sources can only capture those employees that are on a traditional payroll, thereby missing undocumented and casual employees. 

Nonetheless, agriculture, which is a freight-dependent economic sector, is critical to the region’s economic health, and it drives other industries, such as transportation and refrigerated warehousing (coolers).  With the Salinas Valley often referred to as the “nation’s salad bowl”, the importance of the agricultural industry to the Central Coast, and the need for high quality access to the national freight system, particularly for highly perishable and row crops, cannot be over-emphasized.  (Source: Central Coast California Commercial Flows Study, Cambridge Systematics, February 2012)
San Francisco Bay Area
In 2011, goods movement-dependent industries provided over 1.2 million jobs (28 percent) of total regional employment in the nine-county San Francisco Bay Area. 

Employment in Goods Movement-Dependent Industries in the Bay Area, 2011
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San Francisco Bay Area Freight Mobility Study, Figure 3.1, Cambridge Systematics, October, 2013  

The five Bay Area seaports (San Francisco, Oakland, Benicia, Richmond, and Redwood City) provide various maritime and logistics-related jobs.  Employment directly associated with the Port of Oakland and its terminal operations represent the largest share of Bay Area port-related jobs with nearly 29,000 employees.  This is due in large measure to the Port of Oakland handling 99 percent of all containers moving through Northern California’s ports.  The port non-direct related employment in Northern California is estimated to be approximately 73,000 jobs.  (Source: Port of Oakland Jobs Brochure)

Over the past couple of decades, there has been a shift of older, traditional industrial, manufacturing, warehousing, and distribution businesses and activities out of the Bay Area.  This was primarily due to higher costs for land and labor in the Bay Area, higher regulatory compliance costs than in other parts of the U.S. and overseas locations, and competing land uses as the Bay Area’s population density increased in developed areas and purposefully reduced urban sprawl within the region.  In the case of the loss of warehousing and distribution activities, the availability of cheaper land, lower labor costs, and better access to the national Interstate Highway System from locations in the San Joaquin Valley were all contributing factors.  This shift in activity also created a shift in related employment to areas of the San Joaquin Valley that are in relatively close proximity to the Bay Area.  
    
Neither Transportation and Warehousing nor Wholesale Trade has high concentrations even in Bay Area sub regions, where goods movement hubs are located, such as the Port of Oakland and Oakland International Airport.  However, to the extent that goods movement industries, particularly value-added logistics services and warehousing, can provide good paying jobs to replace lost manufacturing jobs, the region may not be realizing the full economic benefits of its goods movement hub status in terms of regional job diversity.  The geographic split in port versus warehousing locations is also creating an increased need for interregional trucking, particularly from the Port of Oakland to logistics centers in the Tracy and Lathrop areas.

Sacramento Region
The logistics sector accounted for 53,000 jobs in the region in 2004, or 5.8 percent of the region’s total employment.  Employment in the wholesale sector accounts for 45 percent of the logistics sector total, with truck transportation the next largest employment group with more than 6,000 employees or approximately 11 percent of wholesale sector employment.  

Logistics employment in Sacramento County is a relatively low share of the total, due to the higher share of government and office sector employment in Sacramento itself.  Logistics employment in Yolo County is higher than Sacramento, reflecting the concentration of logistics activity in West Sacramento, Woodland, and adjacent areas.  Logistics sector employment in the overall region yields annual payrolls of approximately $2.1 billion.   

A key question facing the Sacramento region is whether to encourage the growth of the logistics industry and if so, how.  Growth in logistics businesses beyond those required to support the region’s own production and consumption could add much needed blue collar jobs.  This may be an attractive strategy where the region faces concerns about loss of jobs in agriculture and resources, which were traditional sources of entry-level employment.  In addition to the direct employment from the logistics group, many goods-producing industries rely on these sectors to transport finished goods and raw materials.  These sectors include manufacturing, construction, and natural resources and mining extraction.  

Goods producing sectors represent 14 percent of the region’s total employment.  Although manufacturing does not represent an area of specialization, the region continues to serve as a lower cost alternative to the Bay Area.  The trend in manufacturing to reduce inventory and rely on just-in-time delivery of goods and materials demands a transportation network that is fast and reliable.  The importance of regional transportation facilities and service is critical to the success of these industries.

North State Super Region 
The North State Super Region (NSSR) had a 2012 unemployment rate of 12.5% which was higher than the overall state rate of 10.9%.  Nearly 60,000 people in the NSSR are unemployed and seeking work.  Four counties have unemployment rates over 15%.  The NSSR has a 56% labor market participation rate, which lags behind California’s 65% rate.  No county in the NSSR has a labor force participation rate as high as the state rate.


Labor Force Participation Rates in California and the North State 2012
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Much of the NSSR has traditionally had a strong agricultural, forestry, and extractive industries employment base, which is directly linked to freight transportation.  Agriculture and forestry account for 7,081 jobs and 1.4% of NSSR employment, while nationally, they account for 0.3% of employment.  Much of that traditional employment base declined as the economy faltered and various factors substantially reduced forestry and extractive industry activities.  While trucking, including providing services to interstate trucking, remains an import employment source, it is not a sufficiently large employment sector to significantly boost the region’s economy.

There are consistent efforts to strengthen the Port of Humboldt, located near the City of Eureka and make it an economic engine for the State’s North Coast and surrounding areas.  In the past, the Port was critical for the export of timber products but that export business had declined significantly.  If efforts to increase Port related activities succeed, it could be an important job generator for the region.
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Source: IMPLAN 2011 Economic Input-Output Model.
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