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HOUSTON — Wal-Mart is planning to build a huge
distribution center that will boost container tonnage
through the Port of Houston and create hundreds of
jobs.

The 2-million-square-foot distribution center, which will
be one of the largest import centers in the country, will
be at Cedar Crossing Business Park just outside of
Baytown in Chambers County.

The structure will be so big it will cover roughly 50
acres of land under one roof.

Construction of the facility on a 230-plus acre tract of
land is set to begin this summer.

About 450 new jobs will be created once the facility is
completed, and more than $55 million in wages is
expected to be generated during construction.

Wal-Mart, the largest retailer in the nation, already
employs nearly 100,000 workers in Texas.

The new facility, which Wal-Mart said should be up
and running by the summer of 2005, will give it the
ability to offload containers from ships docked at Port of
Houston and bring them to the distribution center.

There, many goods will be repackaged and shipped
by truck or rail to Wal-Mart stores in other areas of the
country.

Houston port officials said the center will bring a
significant amount of additional goods across the port’s
docks.

“We’re very happy they are coming,” Tom Kornegay,
port executive director, said Wednesday.

So was Texas Gov. Rick Perry, who was officially
notified of the Chambers County selection in a letter
from Wal-Mart officials.

“Obviously the governor is pleased to welcome a
company like Wal-Mart,” spokeswoman Kathy Walt
said.

“The decision is further proof the economy is
recovering, and Gov. Perry believes Texas is well-
positioned to lead the country in an economic recovery,”
Walt said.

Elected officials and economic development leaders in
Baytown and Chambers County also were buoyed by

the deal.
“Although we looked at many fine communities in our

efforts to locate our facility, it was obvious to us that
Cedar Crossing and the community of Baytown/West
Chambers County were very special,” wrote Rollin
Ford, executive vice president of logistics for Wal-Mart.

The retailer was eyeing potential locations in several
states, said Charles Iupe, general partner of Cedar
Crossing.

He said Wal-Mart also has a multiyear option to buy an
adjacent tract of land where it could put another similar-
sized structure.

“Everything is being done in anticipation of another
building being built,” Iupe said.

Although Wal-Mart will build the new facility, the state
will buy it and the land back from the giant retailer for
$80 million, then turn around and lease the facility back
to the company for 30 years.

That will give Wal-Mart a significant property tax break
because it will not actually own the structure.

The lease is expected to generate $187 million that
will go to the state’s Permanent School Fund over the
30 years, said Jim Suydam, spokesman for the General
Land Office.

“The prime consideration is, what is our return?”
Suydam said.

Funding for the purchase of the center from Wal-Mart
will come from an escrow account set up by the
General Land Office that gets its revenues from some
of the royalties generated by oil and gas sales on state
land.

State law allows funds in the escrow account to be
invested in real property on behalf of the Permanent
School Fund, which currently is worth about $18 billion.

The thinking was that a fund that large should be
diversified through investments in eight to 10
commercial real estate transactions, Suydam said.

The Texas Permanent School Fund was created by
the Legislature in 1854 to benefit public schools in
Texas. The state constitution of 1876 stipulated that
certain lands and all proceeds from the properties go
into the fund.

All the taxing entities involved in the deal have signed
off on it, according to the state.
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Doing well
BY CLAUDIA PEREZ RIVAS
LMT Business writer

There is a positive economic climate in Laredo,
according to John A. Adams Jr., executive
director, Laredo Development Foundation.

The Laredo Manufacturers Association held its
monthly meeting Thursday morning at La
Posada Philip V room. The topic of the
presentation given by Adams was titled
“Perspective on the Globalization of
Manufacturing.”

Members and guests listened as Adams spoke
about Laredo’s economic atmosphere, Mexico
and China, future trends and Mexico trends.

Adams pointed out that there has been a
significant, positive change within the last six
months. While truck crossings have slowed, rail
crossings are on the rise. He also stated that
about 30,000 pedestrians cross Laredo’s border
every day.

“Laredo,” Adams said, ”is the only town in the
Southwest to be put here for one purpose —
and that is trade.”

In the past, towns were established either as
presidios or missions. Laredo was neither. It
was specifically built for trade, Adams said. It
has continued even today.

“Trade continues to climb,” Adams said.
Trade to and from Seattle, Canada and New

York pass through Laredo, Adams pointed out in
a graph. He compared Laredo’s trade with that
of El Paso. El Paso trade, about 94 percent,
goes to the West Coast as compared to Laredo
trade, which goes as far north as Canada and
as far south as Mexico.

The secret to Laredo’s port is efficiency,
Adams said. To illustrate this point he told of a
German group who was visiting the Rio Grande
Valley when they requested to come to Laredo
to see the bridges. When Adams asked the
reason, they replied that they wanted to see
how Laredo could have so many truck crossings
in one day.

They were averaging 1,200 truck every 24
hours in the border between Germany and
Poland. When the visitors were at the bridge,
they started to calculate the number of
crossings and saw that 1,200 trucks had passed
through in approximately 90 minutes.

It is this efficiency, Adams said, that will make
Laredo a leading competitor in the trade market.

But why Laredo? Why not stop in Eagle Pass,
for example? The answer is that trade will go
where there is efficiency as well as speed.

“Trade is like a path of water and it will take on
the path of least resistance,” Adams said.

In 2002 the total imports and exports in Laredo

reached $79.4 billion while in El Paso the
number was $38.6 billion. This makes Laredo a
leading trade city.

One reason is manufacturing. For example,
Adams cited the production of the “international
car.” The United States hasn’t manufactured a
car in over 25 years, Adams stated. U.S. cars
are now assembled from parts being made
outside the U.S. The Honda Accord is about the
only car with the most assembled parts in the
U.S., Adams said.

An example of the manufacturing cost of a
Suburban made with parts manufactured in
Mexico and assembled in the U.S. is about
$30,000. The same Suburban made with parts
manufactured and assembled in the U.S. would
skyrocket to about $140,000.

Adams also showed a chart comparing the
economies of the U.S., China and Mexico.
There has been a lot of talk about the threat of
China on Mexico. In comparing the top three
importers by origin for the United States,
Canada is first with 19.0 percent, while China is
second at 11.5 percent and Mexico comes in
third at 11.1 percent. China is slightly ahead of
Mexico.

The top three export destinations for the U.S.
is Canada with 22.4 percent, Mexico with 13.9
percent and Japan with 7.9 percent.

Despite these numbers, Adams pointed out
that China does not export any capital goods in
their top 10 exports. China’s top 10 exports
range from textile garments to toys to aquatic
products.

What these figures show is that if Mexico is not
competitive, China will eventually steal more
business.

Among the future trends for the Laredo
economy, Adams predicts the following: Global
sourcing, tighter supply chains, greater security
considerations, efficiency vs. speed and
increased infrastructure.

Trends that were pointed out for Mexico were
higher technology, value-added jobs, pay-for-
knowledge, enhanced infrastructure and
domestic consumer demand. Mexico, Adams
stated, should work on these trends in order to
become more competitive.

“The future is bright,” Adams said.
The next LMA meeting will take place next

month. For more information on LMA meetings
or membership call David Cardwell at 326-2548.

(LMTBusiness writer Claudia Perez Rivas may
be reached at 728-2547 or by e-mail at
crivas@lmtonline.com)

Wal-Mart to bring jobs to Houston

Laredo has ‘positive economic climate’

Customer complaints
to PUC up in 2003

AUSTIN (AP) — Customer complaints
about their retail electric providers
increased 34 percent in 2003 as a result of
billing confusion and aggressive
competition among providers, according to
a utility consulting firm.

Texas customers lodged nearly 17,000
complaints with the state Public Utility
Commission in 2003, up from about
12,700 complaints in 2002, according to a
records analysis by the consulting firm
Regulatory Compliance Services.

“It’s not uncommon to find these kinds of
problems early in the process in a market
as it begins to deregulate,” said Patricia
Dolese, owner of the firm.

Texas’ electric deregulation law took
effect at the beginning of 2002, allowing
customers to begin choosing their
providers and prompting a flurry of
competition among providers.

Dolese’s analysis of PUC records shows
the agency investigated nearly 13,000 of
the complaints and found violations in 10
percent of those cases.

PUC spokesman Terry Hadley said the
commission has not conducted the same
analysis as the consultants, but he said the
numbers appear to be accurate.

“I think everyone from lawmakers to the
PUC staff to customer representatives
expected more complaints as we moved
into competition,” Hadley said.

The PUC is investigating nine retail
electric providers for possible violations,
Hadley said.

The commission fined Houston-based
Direct Energy $750,000 in January for not
providing new customers with required
information, such as the complete terms of
provider-customer agreements.


