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IMO 2020 – A planned beginning 
to an unplanned future
On New Year’s Day, the IMO 2020 regulation will 
take effect and vessel owners, shippers, refiners 
and the rest of  us will take our first plunge into the 
uncharted waters of  a new environmental realm. 

By Matt Miller, AJOT

On New Year’s Day, ocean 
vessels will get slammed with 
new global regulations, which 
could provoke disruptions 
and will likely boost freight 
rates substantially. Containers 
being shipped from Asia to 
the US and Europe could see 
a $200 or more jump in cost.

The environmental regs, 
dubbed IMO 2020, aren’t 
exactly a surprise; after all, 
they were promulgated in 
2016, after first being raised 
in 2008. But there’s some 
degree of panic in the air, as 
vessel owners, operators and 
refiners alike have been slow 
to respond. Unless vessels can 
levy a fuel surcharge to offset 
the increased costs, they will 
face devastating losses.

“If freight rates don’t go 
up to match this cost increase, 
carriers will go out of busi-
ness,” said Lars Jensen, 
who heads SeaIntelligence 
Consulting. “There is abso-
lutely no way the carriers can 
absorb this cost.”

Vessel owners and ship-
pers alike are struggling to 
figure out what they will 
mean to an already uncertain 
marketplace. “Who’s going 
to pay for it and how is really 
an open question,” said Jim 
Blaser, a director in the trans-
portation and infrastructure 
practice at the consultancy 
AlixPartners. 

Changes in Fuel

Because the new regula-
tions take effect on midnight 
January 1, ship operators 
must begin to make the neces-
sary fuel changes in Novem-
ber and December. 

IMO 2020 mandates a 
0.5% cap on the sulphur con-
tent of bunker fuel, a major 
reduction from the 3.5% cap 
now allowed. That means 
vessels can no longer burn 
higher sulphur fuel unless the 
exhaust systems are equipped 
with expensive scrubbers.

Fines for non-compli-
ance remain up in the air and 
depend on individual country 
jurisdiction. (In the US, the 
Coast Guard will be responsi-
ble.) Singapore, for example, 
has threatened to imprison 
ship captains who are in gross 
violation, and fine others 
S$10,000 ($7,400.) In addi-
tion, a non-compliant ship 
could be prohibited from dis-
charging cargo or forfeit its 
insurance coverage.

Major container lines 
won’t risk non-compliance. 
Any violation would cause a 
major hit to “brand value,” 
Jensen believes, especially 
since those lines transport so 
much of the goods for major 
retailers, who wouldn’t coun-

tenance breaking the law.
On the other hand, small 

carriers between secondary or 
tertiary ports in Asia, Africa 
and Latin America may well 
take their chances, since 
enforcement won’t be as 
strict. Estimates are between 
80% and 90% of vessels will 
be compliant next year.

According to data from 
the International Energy 
Agency (IEA), global ship-
ping in 2017 consumed 3.8 
million barrels a day of fuel 
oil. (Other estimates proj-

(FUTURE – continued on 
page 5) The CMA CGM T. Roosevelt sails under the Bayonne Bridge at the Port of NY/NJ.
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PRAISE FROM PREVIOUS 
JAXPORT CONFERENCE ATTENDEES

APRIL 29 – MAY 1

“Overall, one of the best industry 
conferences in the country, period.”

“OUTSTANDING NETWORKING 
OPPORTUNITIES.”

SAWGRASS MARRIOTT GOLF RESORT AND SPA 
PONTE VEDRA BEACH, FLORIDA

DON’T MISS OUT 

REGISTER NOW! JAXPORTCONFERENCE.COM

FEATURED 
TOPICS
THE POLITICAL LANDSCAPE 

AND ITS IMPACT ON 

INTERNATIONAL TRADE

AFTER THE STORM:  

POST-HURRICANE 

PUERTO RICO AND THE 

PATH TO RECOVERY

 
WHERE IS FINISHED 

VEHICLE LOGISTICS 

HEADED?

BUSINESS DISRUPTORS 

AND GLOBAL 

INNOVATION TRENDS

UPDATE ON OCEAN 

CARRIER ALLIANCES

ENJOY WORLD CLASS GOLF

“Fantastic group of speakers.”

By Anita Parlow, special to AJOT

66 Degrees north 
As the sea ice melts in the Arctic, with the 

high North region warming twice as fast than 
the rest of the planet, attention is increasingly 
placed on the twin issues of challenges and 
opportunities.

The Arctic Circle, located at 66 degrees 
north, has become unpredictable, with hazards 
and dilemmas that disrupt both daily life and long 
term planning in a region long identified by its 
relative isolation, thick and persistent multiyear 
ice, uncharted waters, winter storms and months 
of darkness.

Yet, in seeming paradox, the warming and 
accelerating sea-ice retreat is also creating oppor-
tunities for the interlinked subjects of transport 
and trade. Recent press coverage has highlighted 

the potential for commercially feasible Arctic 
shipping routes, with a particular focus on the 
potential for trans-Arctic voyages that would 
more closely link, for example, Shanghai to Rot-
terdam. These and other considerations warrant a 
closer look. 

arCtiC transits

Perhaps the most compelling argu-
ment for transit shipping across the Russian 
or Canadian Arctic coastlines is its shorter 
route, by forty percent, to travel from Asia 
to European markets rather than through the 
Suez and/or Panama Canals. Climate models, 
show ice-free summers, likely between 
2050 and 2070, with the east Arctic ship-

Autonomous shipping 
and the Arctic

(AUTONOMOUS – contin-
ued on page 12)

By Anita Parlow, AJOT

Autonomous shipping 
is about to become a fact of 
life, particularly in what is 
arguably the backbone of 
the global economy – the 
container industry. In a 2017 
report, McKinsey and Com-
pany projects that “in 50 
years, container ships will 
operate autonomously and 
will be nearly three times 
the size of the largest current 
vessels.” The global manage-
ment consulting firm also 
predicts that the shake-out 
may leave only three or four 
liner companies, and that 
will operate “either as digi-
tally enabled companies or as 
small units of tech giants.”

Reflecting innovative dis-
ruption in the shipping indus-
try, the report “foresees” ocean 

going ships with a capacity of 
50,000 twenty-foot TEU con-
tainers, with the possibility of 
modular, drone-like floating 
containers alongside. Further, 
McKinsey envisions a reinven-
tion of the business model with 
a “fully autonomous transport 
chain” that will include load-
ing, stowage along with load-
ing onto autonomous trains 
and trucks, with the “last mile 
deliveries” by drones. 

The report notes that 
the economies of scale that 
undergird the growth in the 
size of container ships is 
likely to level off at 50,000 
TEU because even the cur-
rent large ships are straining 
the capabilities of port and 

The ice is melting: Is Arctic shipping 
warming up?
In the Arctic, the ice is melting opening up waterways and opportunities. 

The Maersk Pembroke sails through the Arctic Sea.

Artist rendering of an autonomous ship.(MELTING – continued on page 8)
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ect that total is perhaps 20% 
higher.) Of this, just 600,000 
barrels a day was marine gas 
oil, which is compliant under 
the new regulations. The rest 
is termed intermediate or 
marine diesel.

Already, the lower sulfur 
fuel costs substantially more. 
As of mid-April, marine diesel 
hovered at around $420 per 
metric tonne in Rotterdam and 
$460 pmt in the US. Marine 
gas, by contrast, cost around 
$603 pmt in Rotterdam and 
$660 pmt in New York.

What the price will 
become January 1 is anyone’s 
bet, although some futures 
contracts indicate a $200 pmt 
spread between the two types 
of fuel. Refiners have tried to 
calm fears of an acute short-
age of sulfur-compliant fuel. 
However, the sudden increase 
in demand could well prompt a 
spike in prices, not to mention a 
collapse in the price of marine 
diesel. If so, “that spread 
becomes even more dramatic 
and exacerbates the issue,” 
said Blaser, the lead author of 
a recent study on global con-
tainer shipping this year.

BaF anD BaFFling 
Behavior 

AlixPartners estimates 
that the bunker adjustment 
factor rate on eastbound trans-
pacific sailings of large carri-
ers must increase by $150 per 
forty-foot equivalent unit to 
just continue operating mar-
gins at pre-IMO 2020 levels. 
The hike in Asia-European 
sailings is even more dramatic 
— $270 per FEU.

Those two routes, the con-
sultancy said, would result in 
an increase of about $3 billion a 
year and account for about 30% 
of the global container trade, in 
terms of mileage. So, based on 
data supplied by 14 of the big-
gest carriers, AlixPartners esti-
mated the additional costs to 
the industry will be about $10 
billion a year.

Jensen estimates the addi-
tional costs will be about $12 
billion a year. 

Either estimate adds maybe 
2.5% to the total container ship-
ping revenue of approximately 
$200 billion to $220 billion. 
But look at it another way: The 
profits of the main container 
carriers in a seven-year period 
ended 2017 totaled just $8 bil-
lion, said Jensen. “They’d have 
to basically triple their profit-
ability to cover this new cost,” 
Blaser added.

That profit picture dem-
onstrates just how undisci-
plined the shipping industry 
has been, allowing margins to 
diminish over time. As Jensen 
points out, oil prices collapsed 
in 2014 and vessel owners and 
operators couldn’t pocket any 
of the savings.

So, what will happen 
next year? Jensen, for one, 
anticipates what he terms an 
“orderly transition,” with fuel 
surcharges being levied on 

Day 1. “That is very likely,” 
he said.

If not, “the carriers will 
almost overnight become 
colossally loss making, which 
means that the carriers can 
sustain this for a very, very 
short period,” Jensen warned. 
“What you will then most 
likely see is a repeat of what 
we saw in the aftermath of 
the financial crisis where the 
carriers will do the only sen-
sible thing that is to cancel a 
lot of their savings and idle 
the vessels.”

Shippers have no choice 
but to shoulder the price 
hikes, analysts believe. “The 
overall impression I get from 
all the shippers I‘ve spoken to 
is that conceptually they see 
the necessity of this and that 
there‘s not much pushback,” 
said Jensen.

That doesn’t mean nego-
tiations will necessarily go 

Will IMO 2020 spur consolidation?
By Matt Miller, AJOT

Could the new regulations on sulfur emis-
sions spur further consolidation within the 
container shipping industry or prompt more 
mergers and acquisitions? 

Analysts don’t think so, for a variety of 
reasons, although they hedge a few bets. 

“For the large global container lines, my 
view is we are almost over” with the consolida-
tion period, said Lars Jensen, who heads SeaIn-
telligence Consulting. “We have the top seven 
ranging from Maersk as the biggest to Ever-
green as the smallest. I don’t think you’re gonna 
see mergers between any of those seven.”

Major lines don’t have the financial where-
withal to undertake big acquisitions, either. 
Because they’ve embarked on both an acquisi-
tion and a fleet expansion spree, the major 14 
carriers have increased debt levels to uncom-
fortable levels, while profits have remained 
miniscule. A recent study by consultancy Alix-
Partners put the most recent debt-to-earnings 
before interest, taxes, depreciation and amorti-
zation, or EBITDA, at 10.1 times, a record in 
this decade.

“Unless carriers can curtail debt or 
improve profitability or ideally do both in 
tandem, this community is not in any shape to 
do more deals,” said Jim Blaser, a director in 
the transportation and infrastructure practice 
at the AlixPartners and the study’s lead author. 

However, Jensen, for one, believes the 
fate of two of the next tier of container lines 
is less settled. These are Taiwan’s YangMing 
Marine Transport and Korea’s Hyundai Mer-
chant Marine. Both are too large to be niche 
local carriers, but too small to compete glob-
ally with the big seven.

YangMing, Jensen believes, could be 
a takeover target and fellow Taiwan carrier 
Evergreen is a logical suitor. Hyundai Mer-
chant Marine is far less attractive as it’s gone 
on a recent buying spree in an effort to become 
a global player, piling more debt on top of an 
already precarious balance sheet. “With Hyun-
dai Merchant Marine, with the strategy that 
they’ve chosen, they can only survive as long 
as the Korean government keeps subsidizing 

(SPUR – continued on page 12)
(FUTURE – continued on 

page 7)

(FUTURE – continued from 
page 2)
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Futureship 
There are “disruptive technologies” emerging that many say will entirely 
reshape the next gen supply chain. Will a Futureship be one of  them?

(FUTURESHIP – continued on page 10)

By George Lauriat, AJOT

Today, the shipping industry could be 
changing right before our eyes in a dizzy-
ing blur of new technologies and be driven 
by new regulatory mandates. With so-called 
“disruptive technologies” emerging like 
mushrooms from a ground well-nourished 
by capital looking for a cause, the time 
might be ripe for a futureship to slide down 
the slipways, so different as to alter the 
entire supply chain? 

At first blush, this scenario seems 
unlikely as the shipping industry appears 
more evolutionary than revolutionary. 
Rarely is there an innovation so profound 
as to rewrite the entire industry’s business 
model. Still, it has happened before – most 
notably with the introduction of contain-
erization in 1955. Nothing in the last six 
decades has had a more profound impact on 
the industry than the boxship. But are we on 
the cusp of a similar transformative leap? 
Are the present conditions right?

supersizeD shipping

Back in 1974, South African journal-
ist Noel Mostert wrote a book Supership 
describing life aboard a supertanker, the 
“new” generation of VLCCs (Very Large 
Crude Carriers) and ULCCs (Ultra Large 
Crude Carriers). While the main thrust 
of the narrative concerned environmental 
impacts of these tankers, the undercurrent 
theme was about scale – how tankships 

were supersized. At the end of WW II, the 
T-2 wartime tankers plying the trades were 
just over 16,000 dwt and a “giant” was more 
than 20,000 dwt. But during the 1970s tank-
ers were rapidly increasing in size as ships 
over 200,000 dwt were commonplace and 
300,000 dwt vessels were being launched 
at an astounding rate to keep pace with the 
demand for oil from the Middle East. 

The explosion in tankship size contin-
ued until the mid-1980s – peaking with a 
ship at an astounding 1,500-foot length and 
550,000 dwt. These half million dwt behe-
moths had grown so large they couldn’t 
transit the English Channel, Panama and 
Suez canals, had trouble with the Straits of 
Malacca and found few ports and terminals 
with the combination of depth and turning 
basins to accommodate them. It was the ship 
version of an evolutionary dead end.

But what drove the dramatic increase in 
size in tankers (and dry bulk carriers) was 
the concept of economies-of-scale: Basi-
cally, bigger is more efficient economi-
cally and this leads to greater returns on the 
investment (ROI) from the ship.

At about the same time that tankers stopped 
growing, the containerships’ growth spurt took 
off. Back in 1985 the Panamax boxship was 
around 4,500 TEU. By the late 1990s ships 
were 8,500 TEU and ships now top 20,000 
TEU…dubbed with a certain homage to 
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With one of the world’s largest container fleets, SeaCube offers customized and dynamic equipment 
solutions, providing its customers with unmatched scope, scale and expertise. 

It’s not just the box -- our approach to innovative technology bundling offers leading-edge, cost-effective 
solutions with expedited financing and implementation. Visit www.seacubecontainers.com to learn more.

Innovation Beyond the Box
SeaCube is the global leader in refrigerated equipment. We deliver 

best-in-class equipment, technology and customer support to set a new 
course for the intermodal industry.

IMO 2020: By the numberssmoothly. For one, all-in pricing — 
where carriers offer one price, which 
includes fuel, freight and any sur-
charges — will become less attractive; 
Maersk and Hapag Lloyd have already 
announced they will end the practice. 
“Many carriers are starting to come out 
and say, ‘you know what. we’re not 
going to offer an all-in rate, because 
the risk is just too high there‘s too 
much uncertainty in the market right 
now,’” said Blaser.

His firm, he added, always rec-
ommends to shipper clients that they 
unbundle fuel and surcharges from the 
actual freight costs, but that many ship-
pers prefer one price.

Second is the issue of front-haul 
carriage versus back haul. Will it be dis-
tributed evenly or weighted, since the 
front haul carries most of the goods?

alternatives

The attraction of alternative fixes 
also remains unknown. Scrubbers are 
one, with two types of systems being 
offered: open-loop and closed-loop. 
Open loop, a simpler technology, 
accounts for about 80% of all scrub-
bers now in operation, explained Ian 
Adams, executive director of the Clean 
Shipping Alliance 2020, a group of car-
riers that advocates scrubber use. This 
technology uses seawater in the scrub-
ber towers to neutralize the sulfur, as 
seawater acts as a natural alkaline 
agent. Closed loop by contrast uses 
other chemicals to neutralize the sulfur.

Estimates put the number of 
installed scrubbers by the beginning of 
next year at just 3,000, or about 5% of 

the total vessels in operation. For one, 
the equipment is expensive — costs 
run anywhere from $2 to $10 million. 
Secondly, scrubber manufacturers just 
don’t have the capacity to outfit a sig-
nificant percentage of ships as each 
scrubber is custom built. Third, out-
fitting a ship with a scrubber requires 
yard time of three to five weeks. 

“Container operators have been 
slow on the uptake and now they‘re 
just starting to take them and they‘re 
also doing it almost in a sort of trial 
way,” said Adams. “They’re doing 
two or three ships and seeing how it 
works out for them.”

The benefits are there. Large 
ships can recover costs within a year 
and those will be more likely to outfit 
their exhaust systems with scrubbers. 

“There’s an extraordinary eco-
nomic advantage there until the market 
swings,” Blaser said, citing the like-
lihood that eventually, refiners will 
produce much more low sulfur fuel, 
causing the price differential between 
low and high sulfur fuel to lessen.

The attraction of LNG powered 
vessels should increase as well with 
the new regulations in place. Again, 
large vessels are the more likely tar-
gets. CMA ordered five LNG-pow-
ered mega-ships. Hapag Lloyd is now 
retrofitting a 15,000 TEU vessel to use 
LNG. The fleet giant has 16 more ships 
that are LNG-ready and can be retro-
fitted as well. However, the number 
of LNG-powered ships “isn’t some-
thing that truly moves the needle,” said 
Jensen, who points out that the life cycle 
of the largest conventionally-powered 
container carriers is just beginning.

By Matt Miller, AJOT

Ship owners and operators say they’re having a tough time grappling with 
the complexities and impact of IMO 2020. So, imagine what the rest of us feel. 
To make the issue a tad easier to understand, we’ve extracted various numbers 
that underpin the issue. Estimates come from various sources, including Alix-
Partners and SeaIntelligence Consulting.
•  3.8 million: The number of barrels of fuel oil consumed each day by the global 
maritime industry, according to the International Energy Agency.
•  600,000: The number of barrels per day of low sulfur fuel burned by ships globally.
•  3.5: The percentage of sulfur in fuel now allowed.
•  0.5: The percentage of sulfur allowed in bunker fuel under IMO 2020.
•  10 to 12 billion: The number of additional dollars IMO 2020 will cost the 
container freight trade each year.
•  200 to 220 billion: The dollar amount of total ocean vessel revenue.
•  8 billion. Estimated dollar profits of the ocean freight liners between 2011 and 2017.
•  23 million: The global container shipping capacity of 20 TEU equivalents.
•  200: The dollar spread between higher sulfate marine diesel and lower sulfate 
marine gas.
•  2 million to 10 million: The estimated cost in dollars of a scrubber to capture 
excess sulfur. 
•  60,000: The number of vessels globally.
•  3,000: The number of ships expected to be equipped with scrubbers by Jan. 1, 2020.
•  5: The percentage of shipping that will be equipped with scrubbers by 1/1/20.
•  2016: The year the new IMO regulations were promulgated.
•  4: The number of years the industry had to prepare for the new regulations.

(FUTURE – continued from page 5)

Seacube Container Leasing awarded 
US Transportation Command contract 

SeaCube Container Leasing International has been awarded indefinite-deliv-
ery/indefinite-quantity, firm-fixed-price contracts for leasing and transportation 
of intermodal container equipment. Performance is from March 1, 2019 to Feb. 
29, 2020. Work will be performed at multiple U.S. and outside continental U.S. 
locations. The contracts utilize fiscal 2019 and fiscal 2020 operations and main-
tenance funding. The U.S. Transportation Command, Directorate of Acquisition, 
Scott Air Force Base, Illinois, is the contracting activity. 
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ping lanes such as the Northern Sea 
Route remaining the most reliable. 
Earth’s Future reported a brief open-
ing of shorter central routes crossing 
the North Pole by 2060, using Polar 
Class 6 ships. 

In the past several years, sev-
eral major global shippers such as 
the world’s largest shipping com-
pany, Denmark’s Maersk and China’s 
COSCO tested the northern routes 
to determine their feasibility as an 
alternative to the southerly transconti-
nental shipping lanes of the Suez and 
Panama Canals.

Last year, the Venta Maersk, an 
ice-class ship capable of operating 
in unconsolidated ice up to three feet 
thick, was the first containership to sail 
the Northern Sea Route – moving from 
Vladivostok in the East to St. Peters-
burg. The Maersk, able to carry 3,600 
twenty-foot containers, demonstrated 
that container transit can be done. 

A year earlier, Maersk’s main 
competitor, China’s COSCO, sent 
about a dozen vessels through the 
Arctic, including five transit voy-
ages. Using ice-strengthened vessels, 
both companies succeeded in proving 
the feasibility of transiting the north-
ern routes, although neither company 
intends to alter their existing routes – 
at least not for the present.

The downsides are many. Arctic 
waters are relatively shallow, unable 
to support the mega-container ships 
that are forthcoming. Even with thick 
bows capable of withstanding bat-
teries of floating or calved ice and 
hardened propulsion systems, infra-
structure is scant in case of need for 
search and rescue, running aground, 
or oil spill response. 

Further, given that timing is vital 
to container shipping, the combina-
tion of seasonality, unpredictability 
and high costs to reinforce vessels for 
ice conditions, all work to dissuade 
shippers from seriously consider-
ing a northern route replacement for 
container ships. According to Arctic 
scholar Malte Humpert, the need for 
“just in time” delivery combined with 
terminal costs at $80,000 hourly, and, 
insurance costs likely far higher than 
for the traditional routes, incentives 
for container shipping transits are 
few for the time being. Tero Verauste, 
the former CEO of the Finnish ice-
breaker company, Arctia, and Chair of 
the Arctic Economic Council, noted 
additionally, that geopolitics, regula-
tory and insurance factors also present 
unknown costs.

arCtiC Waters as a Destination

However, the retreating sea-ice 
has increased the potential for natu-
ral resources extraction – oil, gas and 
mining – whose shipping is generally 
destinational rather than transit, and 
does not require tight time schedules.

According to the oft quoted United 
States Geological Survey (USGS), 
the Arctic region contains about 30% 
of the world’s undiscovered gas and 
some 13% of the world’s undiscov-
ered oil – mostly offshore and acces-
sible. Russia’s vast undiscovered 
petroleum is estimated between 66 
billion tons of oil equivalent (BTOE) 
– accounting for about 52% of Arctic 
totals, and Norway, 12%. 

The increasing trade in energy 
and minerals along with the growing 
availability of Russian ice–breaker 
support for the projected increases in 
bulk and break bulk vessels along the 

NSR suggests that resource shipping 
is likely to be economically advanta-
geous in the Arctic routes. The Rus-
sian Academy of Science reports that 
Russian natural resources exported 
to Europe are increasing, with the 
second largest, and growing, cus-
tomer being China. Through its Polar 
Belt and Road initiative, China is also 
increasingly an investor.

In November, 2018, Arctic Today 
reported that traffic on the NSR dou-
bled in the past year, surpassing 15 
million tons of cargo in eleven months 
of 2017, with an expectation of a two 
million ton increase for 2018, with 
natural resources having increased 
fivefold since 2014, with primarily 
Asian destinations. 

Port and infrastructure upgrades 
are vital to Arctic shipping growth – 
be it along coastal Russia, the United 
States (Alaska) or Canada’s North-
west Passage. The Russian Federa-
tion has indicated that an upgrade of 
resource development and vessel traf-
fic in the Northern Sea Route (INSR) 
is among its highest priorities. 

(MELTING – continued on page 9)

(MELTING – continued from page 4)
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• New on-dock 135,000 square foot state-of-the-art  cold storage facility

• Big ship Post-Panamax capability

• Global container connections including new direct Asia services and 
expanded service to Mexico

• Significant savings in logistics/distribution costs
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NEW ASIA-DIRECT SERVICES
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The ice breaker, Yamal, in the Arctic Sea.

Recently, Reuters reported 
President Putin’s invitation at 
an Arctic forum meeting in St. 
Petersburg, for foreign inves-
tors to engage in the expan-
sion of port infrastructure in 
Murmansk and Petropavlovsk-
Kamchatsky that would serve 
the Northern Sea Route. At 
the same forum, the Russian 
President asked his govern-
ment to draw up tax relief plans 
to encourage investment and 
“promote the development of 
the Arctic region.”

The likelihood of increased 
shipping and the need for 
greater and improved port and 
other infrastructure continues 
to draw opposition by envi-
ronmental groups concerned 
about stresses to marine 
ecology, climate, and limits 
to subsistence hunting and 
fishing. While Greenpeace 
is not likely to be granted 
access to Russian waters 
any time soon, the environ-
ment–development balance 
requires far more communi-
cation amongst interests by 
all Arctic nations to protect 
the rugged, yet fragile Arctic 
marine environment.

Western sanctions placed 
heavy limits on Arctic devel-
opment, yet, commercial 
activity between Russia and 
China is projected to increase. 
Chinese media recently cel-
ebrated the nation’s first 
energy project investment 
within its Polar Belt and 
Road Initiative, anticipating 
that the project will contrib-
ute significantly to China’s 
energy security.

Cooperative initiatives 
such as the nascent Cana-
dian–Russian ‘Arctic Bridge,’ 
the increasing Chinese inter-
ests in Arctic shipping, natu-
ral resources, and science are 
just some of the variables 
in a part of the world that is 
moving from the margins to 
meaningful integration into 
global commerce.

(MELTING – continued from 
page 8)

TT Club emphasizes need for 
cargo integrity ahead of IMO 
meeting on container safety

The International Mari-
time Organization’s (IMO) 
latest meeting of the Sub-
Committee on Carriage 
of Cargoes and Contain-
ers (CCC) takes place in 
London and the international 
freight insurance specialist, 
TT Club is calling for more 
urgent action on issues per-
taining to the safety of con-
tainer transport.

For some time now the 
insurer has been drawing both 
industry and regulators’ atten-
tion to the need for greater 
‘Cargo Integrity’, by which 
is meant the safe, secure and 
environmentally sound pack-
ing, handling and transport 
of all goods in containers 
and other transport units, in 
compliance with conventions 

(such as SOLAS) and codes, 
including IMDG Code and 
the CTU Code.

TT Club’s Risk Manage-
ment Director, Peregrine Storrs-
Fox comments, “Achieving 
such Cargo Integrity across 
the complex web of the inter-
national freight supply chain 
is a big ask and we are in little 
doubt that a comprehensive 
result will take time to achieve. 
However, many industry 
bodies are making significant 
strides, particularly in the areas 
of dangerous goods identifica-
tion, declaration and handling 
as well as container weighing 
and packing. We are calling on 
the regulators, in this case the 
IMO, to assist in taking action 

(SAFETY – continued on 
page 26)
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Protecting your cold chain perishables

Designing For Fresh results

There’s no doubt that all kinds of fresh 
fruit and vegetables are piled high on super-
market shelves throughout the year to meet 
the increase in consumer demand.  Much of 
this fresh produce is imported to the U.S. 
from Central and South American countries. 
In fact, fresh produce imports are forecast to 
increase approximately 40% between 2016 
– 2027, as outlined by a USDA Ag Projec-
tions Report, and the dollar value of these 
imports is predicted to increase from 20 to 
32 billion dollars.

ameriCas, reeFer groWth markets

At Sealand – A Maersk Company, an 
intra-Americas ocean carrier and specialist in 
refrigerated transport, we are seeing new pro-
duce trade patterns emerging in the Americas. 
Commodities like avocados are available year-
round in the U.S.  Much of the supply comes 
from Mexico and California, the largest pro-
ducers, but we are now seeing more avocados 
coming out of Peru every year with Chile also 

supplying the United States’ demand. Colom-
bia received USDA approval in 2018 and ship-
ments are becoming more regular.  Importers 
are constantly looking for new sources of fresh 
fruit and vegetables for these year-round pro-
grams that tie-in with consumer eating habits, 
such as the uptick in mango demand.

Peru is a country where imports are grow-
ing exponentially.  For example, they’re one 
of the largest suppliers of organic bananas into 
the U.S. and their growing season for blueber-
ries is now almost 6-months long for product 
that can be sent to the U.S. Another commod-
ity segment that has been growing the last 3-4 
years is citrus due to crop issues impacted by 
diseases and weather in the United States. 
Peru and Chile are sending more and more 
citrus every year, and much of it is easy-peel 
oranges, such as clementines, which are popu-
lar with customers.

Fresh reliaBility 

After 2018, a year fraught with market 

By Tom Krajewski, Sealand, a Maersk Company, special to the AJOT

(PROTECTING – continued on page 13)

brethren tankers, Ultra Large 
Container Ships (ULCS). 

And there may be larger 
ships coming on-stream in 
the near future. The Shanghai 
Ship and Shipping Research 
Institute (SSSRI), a subsid-
iary of COSCO, has report-
edly done the preliminary 
work on the 25,000 TEU class 
vessel. Although many in 
the industry have expressed 
the belief that a vessel this 
large won’t be built, similar 
remarks have been uttered 
before with nearly every new 
and invariably larger genera-
tion of boxships. 

Nonetheless, the econ-
omies-of-scale are still the 
guiding mantra for contain-
ership operations. Even with 
the consolidation of ocean 
carriers and alliances, the 
primary weapon in the battle 
to show an ROI is still bigger 
is better. There are more 
caveats to the “bigger” phi-
losophy as advances in tech-
nology and the digitalization 
of components in the supply 
chain take hold, but for now 
“bigger” remains better. But 
for how long? 

Boxship impaCt

These days it is hard to 
think of containerships as 
“disruptive technology” – the 
buzz word of the age of digita-
lization – but when the Ideal X 
made the inaugural voyage in 
1955, it was the prototype of 
a disruptive technology. The 
box was more efficient and 
completely upended the entire 
system of shipping goods 
from source to store shelf. To 
appreciate the extent of the 
“disruptive technology,” one 
need only look at two bridges: 
the Bayonne Bridge in New 
York and the Gerald Desmond 
Bridge in Long Beach. Would 
either bridge have been rebuilt 
to their present specifications 
(and costs) if boxships hadn’t 
increased so astonishingly and 
rapidly in size?

Still, at over sixty-five, 
container shipping is a mature 
technology that might be show-
ing its age. 

From a containership oper-
ator’s perspective, the roller 
coaster ride between profit and 
loss is representative of a tech-
nology that often isn’t deliver-
ing a satisfactory ROI. For the 
shippers enduring blank sail-
ings, surcharges and terminal 
congestion (inside and out-
side the gates) the remarkable 
achievement of containeriza-
tion is often lost. And for other 
stakeholders in the system, like 
the port authorities and termi-
nal operators, who are vested 
with trying to keep pace with 
demands of larger ships for a 
customer that can sail away to 
another port, should they fail 
to measure up, the capital costs 
simply keep rising [like more 
dredging with 50 feet looking 
necessary, wider turning basins, 
gantry cranes with longer reach 
and higher handling velocity].

But for all the angst, the 

boxship backed supply chain 
is delivering goods cheaper 
than any time in history. Would 
China’s “factory-to-the-world” 
export-based economy have 
developed as rapidly and 
extensively without a supply 
chain based on the box? It’s 
difficult to separate the rise 
of consumer oriented global-
ization of the last thirty years 
without the boxship. 

Disruptive teChnologies

Still, there are more 
potential disruptive technolo-
gies in the pipeline than ever 
before. Take for example, the 
box itself. Companies like 
Seacube are already leas-
ing boxes with advanced 
capabilities for temperature 
and communication, and 
boxes with more sensors and 
greater technology are in the 
works. Cloud-based software 
systems already offer a greater 
(FUTURESHIP – continued 

on page 13)

(FUTURESHIP – continued 
from page 6)
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terminal operators forced to 
dredge, purchase new cranes 
or reinforce quay walls or, 
extend berths. The expecta-
tion is that a “data enabled 
shipping industry,” would 
integrate with supply chains, 
thus producing an entirely 
new order of performance 
and efficiency with “smart 
logistics” that integrates 
industry with transport.

Companies like Maersk, 
through Senior Innovation 
Project Manager note that the 
goal of autonomous technol-
ogy is not necessarily “com-
plete autonomy or unmanned 
vessels” – it is more inter-
ested in the development of 
remote harbor and transit 
pilotage “to make operations 
more efficient.” 

One Sea – Autonomous 
Maritime Ecosystem – formed 
in 2016 by an international 

multi-industry cooperative 
initiative – seeks to develop 
and optimize data connectiv-
ity, particularly with ports, and 
various levels of autonomy. 
Finland’s Test Area, designed 
to establish proof of concept, 
focuses on marine safety, 
particularly to provide crews 
with greater understanding of 
a ship’s environment along 
with fewer environmen-
tal emissions. With eighty 
percent of accidents due to 
human error, greater data 
connectivity and autonomy 
is viewed as offering greater 
safety – even though critics 
note that digitization simply 
would transfer the risk to 
remote shore personnel. With 
a gradual progression of inte-
grated hybrids, auto-docking 
and short voyages to replace 
land travel, the process is in 
its early stages.

Beyond the challenges 
of technology and concept, 

is the necessity of a regula-
tory and governance structure 
adapted to future challenges. 
The International Maritime 
Organization (IMO) has 
developed a working defini-
tion of maritime autonomous 
ships and is beginning to con-
sider regulatory standards for 
the possibility of no on-board 
crew. Further, insurers stan-
dards and costs, how to avoid 
cyber-risk, as well as the 
most vital question of all – 
how to retrain long-standing 
and highly capable crews?

In the Arctic context, 
shipping remains limited due 
to ice conditions, insufficient 
mapping and, few ports suf-
ficient to berth existing con-
tainer ships. Despite increased 
shipping, slow investments in 
both ice-capable and digitally 
connected ships with shore-
based bridges, the Arctic 
region is, perhaps paradoxi-
cally, optimum for shipping in 
icy waters. Ship’s hulls can be 
constructed without concern 
for crew member quarters, 
powerful ice breakers would 
lead unmanned cargo ships 
across the Northern Sea Route 
and autonomous or hybrid 
ships capable of remote sens-
ing of the Arctic ocean’s 
mostly unmapped floor.

With so much at play, the 
step-by-step approach must 
above all consider the fate and 
future of the crews who have 
served the industry so well.

(AUTONOMOUS – contin-
ued from page 4)

them,” Jensen said.
Consolidation of smaller, 

niche carriers is another 
matter, Jensen added. “There 
is plenty of space for regional 
niche carriers just not for as 
many as they are out there,” 
he said. “So we will see con-
solidation happen there and 
that would both be through 
mergers and acquisitions and 
also out by bankruptcy.”

(SPUR – continued from 
page 5)

Top containership operators
source: Alphaliner Owned & Chartered On Order

Rank Carrier Ships TEU Ships TEU

1 APM-Maersk 719 4117126 14 43922

2 MSC 534 3372019 22 393568

3 COSCO Group 467 2804742 13 165811

4 CMA CGM Group 511 2659813 34 454972

5 Hapag-Lloyd 238 1690223

6 ONE 219 1542386 2 28104

7 Evergreen Line 204 1245643 70 416446

8 Yang Ming 102 685706 26 221800

9 Hyundai M.M. 75 436768 20 396000

10 Pacific Int. Line 122 405870 1 600

11 Zim 63 310287

12 Wan Hai Lines 96 251622 20 48744

13 KMTC 70 158920 9 18354

14 IRISL Group 50 154415

15 Antong Holdings 123 148264 19 24788

16 Zhonggu Logistics 97 137513 6 11448

17 X-Press Feeders 89 128353 2 5564

18 SITC 81 109982 10 23511

19 TS Lines 37 88936 6 8000

20 SM Line Corp. 18 75356

21 Arkas Line/EMES 42 68804 2 6200

22 Sinotrans 37 59702 1 1140

23 Sinokor 46 59682 22 30818

24 RCL 32 56413 2 3336

25 SPIL 52 51409

26 GFS 13 49017

27 Matson 28 47181 2 5500

28 UniFeeder 44 44628

29 Grimaldi 36 40263 6 1800

30 NileDutch 15 40248

31 Swire Shipping 24 38380 8 20524

32 Ningbo Ocean 47 37544

33 Tanto Intim Line 56 37133

34 Emirates Shipping 7 36161

35 Seaboard Marine 23 35708

36 Samudera 33 35365

37 Meratus 50 33256

38 Heung-A Shipping 28 31345

39 Interasia Line 13 30839

40 Great White Fleet 12 27510
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and infrastructure challenges 
in the Americas, including 
country-wide strikes, severe 
weather, and labor issues, 
nothing is more critical to a 
perishable producer than cold 
chain reliability.  Also, when 
shipping perishables, a fast 
transit time is also essential 
since the goal for producers 
is to maximize market value 
and product shelf life.  

When issues hit, protect-
ing a customer’s refrigerated 
cargo is of the number one 
goal.  Various contingencies 
and options are explored to 
resolve problems, such as 
using a different port to expe-
dite the shipment, or rede-
ploying a feeder vessel to 
cover for a delayed vessel.  
Every issue is different, so 
there’s no single answer when 
disruption occurs.  In addition 
to working around disruptive 
issues it’s also critical to keep 
customers abreast of what’s 
happening.  

ports in the BalanCe

More and more North 
American ports have a growing 
interest in building infrastruc-
ture to handle reefer imports.  
This is because the majority of 
U.S. reefer exports are frozen 
proteins, such as chicken, that 
are oftentimes not moving 
from the same ports that are 
handling inbound reefer ship-
ments.  This causes a huge 
equipment imbalance and 
added logistics costs.  Ports 
that handle export cargo look 
to attract more imports by 
adding relevant infrastructure 
improvements such as cold 
storage facilities and expert 
resources to support this new 
import cold chain customer 
segment.  Local ports are 
proactively working to fill-in 
with specific perishables to 
add to their port mix.

We focus on truck miles 
that impact a perishable 
exporters’ supply chain when 
we look at their end-to-end 
logistics costs.  A more bal-
anced equipment scenario 
can help to reduce truck miles 
and in turn improve logistics 
efficiencies and the associ-
ated transit-time.  As ship-
pers’ cold chains shift to take 
advantage of these emerg-
ing reefer-friendly ports, we 
work closely with the ports to 
set our schedules to meet the 
shippers’ needs.

reeFerteCh

Today’s technology is 
providing a new level of 
refrigerated transport visibil-
ity which improves the out-
turn of perishable shipments.  
RCM (Remote Container 
Management) enables real-
time, end-to-end monitoring 
of the conditions – tempera-
ture and humidity, CO2 levels 
and the power status - inside 
a container.  Internal sensors 
gather strategic reefer prod-
uct data which can be used 
strategically by a shipper to 

improve a customers’ experi-
ence and ultimately business 
results for both the perishable 
producer and customer. 

We are currently working 
with a RCM customer who 
is reviewing the temperature 
data to help them evaluate the 
product quality of the cargo 
in each container.  As con-
tainers are unloaded, they’re 
able to determine if a con-
tainer has had an issue and if 
the condition of the product 
inside needs further review.

The idea is to use the 
RCM data for quality assess-
ment and improvement, as 
well as isolate problems.  
RCM provides the ability 
to identify a problem faster 
and address it.  Over time, 
it will allow us to improve 
the quality of Sealand reefer 
services and achieve prod-
uct improvements.  This is a 
good example of using data 
strategically to improve cold 
chain performance.

(PROTECTING – continued 
from page 10)

degree of supply chain trans-
parency than ever before. 
Today there is a digital pro-
vider arms race underway to 
offer more supply chain stake-
holders complete end-to-end 
transactional data. Companies 
like E2open (which recently 
acquired Inttra, the ocean car-
rier portal system), Descartes, 
Transplace and a host of 
others are part of a new wave 
of logistics providers that 
exist outside the traditional 
supply chain service providers 
but are reshaping the industry 
into something entirely new, 
whose ultimate reach is far 
more encompassing. With 
the rise of e-commerce and 
the rising importance of last 
mile, the very structure of the 
supply chain is up for grabs. 
For example, will the Big 
Data systems redesign vessel 
scheduling? If the consumer 
information is available in 

real time, will the demand for 
velocity outstrip the parame-
ters of economies-of-scale? In 
the coming decades, will ships 
have to be smarter, faster and 
more flexible to serve a client 
base where just in time (JIT) 
means I want it now?

Many ocean carriers like 
Maersk are already embrac-
ing the concept of the digi-
talization of the industry. In 
some respects, it’s a natural 
extension of the efficiency 
efforts borne of slim margins.

But what will life in the 
cloud look like for the ocean 
carriers of the future? Pos-
sibly a lot different –shift-
ing the carriers’ tasks as data 
drives an operator’s profit 
into different new and unseen 
business lines. If nothing else 
technology has often blurred 
the lines in business. 

And there are some poten-
tially game changing tech-
nologies lurking just over the 
horizon. How far off is an 

autonomous boxship? Some 
say several decades but others 
say it could happen before 
the 2020s are out. (see Anita 
Parlow story on page 4). How 
about autonomous drays with 
autonomous trucks moving 
containers from terminal to 
distribution centers and beyond 
with trucker shortages a thing 
of the past. And with more 
velocity in the supply chain, 
would DCs need to be as large 
and could they be located closer 
to the consumers? 

Finally, there is 3D print-
ing, possibly the most dis-
ruptive of the disruptive 
technologies on the horizon. 
And how much and what will 
we need to ship, if we can 
order it from our own “3D” 
factory down the street or 
better still make in our own 
“replicator” at home?  While 
it’s hard to foresee what type 
of ship will be calling ports in 
the future, a 3D built Future-
ship might just be one of them.

(FUTURESHIP – continued 
from page 10)
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pacific coast ports 2019

San Pedro Ports: Ports of 
Long Beach and Los Angeles 
set records in 2018
The San Pedro ports of  Long Beach and Los Ange-
les both set TEU records reinforcing their position 
as the principal gateway to the U.S. But challenges 
both ashore and abroad could slow growth in the 
near future.

(RECORDS – continued on 
page 15) Aerial view of the Port of long Beach, CA

By Stas Margaronis, AJOT

The San Pedro ports of 
Long Beach and Los Angeles 
both had remarkable years in 
2018 – setting records 
for TEUs with a flood 
of inbound freight 
from China, despite 
or because of the 
ongoing trade dispute 
between Washington 
and Beijing. But America’s 
largest gateway is facing chal-
lenges and this year growth is 
expected to moderate. And it 
is already showing in the first 
quarter statistics.

The Pacific Merchant 
Shipping Association (PMSA) 
“West Coast Trade Report, 
March 2019” found that US 
West Coast ports, primarily 
the Ports of Los Angeles and 
Long Beach, experienced a 
slowdown in imports during 
January 2019: “The slowdown 
was most evident at the Ports of 
Los Angeles and Long Beach, 
where January saw combined 
inbound loads nudge upward 
by just 0.8% (+6,273 TEUs) 
from a year earlier. However, 
a comparison of January’s fig-
ures with December’s at the 
two Southern California ports 
shows a combined 10.5% 
(-88,243 TEUs) fall-off.”

Nevertheless, the San 
Pedro ports are addressing 
many of the key issues that 
will improve their competi-
tive posture in preparation for 
the next growth spurt.  

port oF long BeaCh

At the Port of Long Beach’s 
March 28 annual Pulse of the 
Port meeting the consensus 
view was a slowing domestic 
economy will likely lead to 
a moderate increase in con-
tainer imports through 2019. 
This follows on an extremely 
successful 2018 marked by 
record-high cargo growth 
despite the ongoing trade dis-
pute with China.

The numbers for the first 
quarter bear out the resiliency 
of the Port of Long Beach’s 
draw even with the China 
trade issues. The Port notched 
the second-busiest first quar-
ter in its history, moving 
more than 1.8 million TEUs 
January through March.

That figure trails only the 
first quarter of 2018, a year 
when the Port set an annual 
record for container move-
ment at 8.1 million TEUs. First 
quarter 2019 cargo movement 
eased 4.7% compared to last 
year’s opening quarter.

“With warehouses full 
from shippers rushing to beat 
the looming threat of escalat-

ing tariffs, shipments slowed 
somewhat,” said Port of Long 
Beach Executive Director 

Mario Cordero. “It’s 
going to take some 
time for inventory to 
cycle to markets and 
for typical growth to 
resume.”

And the port 
could see a boost in 2020 
from an unexpected quarter.

Melissa Peralta, senior 

Expand your supply chain south of the border with 
reliable, efficient, secure intermodal services from 
BNSF Railway. Our services can help grow your 
business by connecting it with major industrial 
and consumer markets in Mexico. 

 •  5 Days a Week
 •  100% Steelwheel (Direct Service)
 •  Streamlined Cross-Border Customs
 •  State-of-the-Art Security
 •  24/7 Shipment Visibility

Intermodal Services  
to/from U.S. and Mexico.

and their

124 Million Consumers

Monterrey

San Luis Potosi
Silao

Mexico City

To see our Mexico-U.S. schedules, go to 

MexicoFreightShipping.com.



APril 22 - mAY 12, 2019 pacific coast ports  15

economist and forecaster for 
TTX, a railcar pooling com-
pany based in Chicago noted 
that Long Beach and other 
West Coast ports might ben-
efit from the International 
Maritime Organization’s (IMO) 
requirement that container 
ships reduce the sulfur con-
tent of vessel fuel from 3.5% 
to 0.5 percent starting on Jan. 
1, 2020.

Although Asian imports 
have steadily climbed over 
the past decade at East 
Coast ports, Peralta said that 
increased costs associated 
with the new fuel regulations 
could drive shippers back 
to shorter routes leading to 
West Coast ports.

The Port of Long Beach’s 
executive director, Mario 
Cordero, said in an inter-
view with AJOT at the Trans 
Pacific Maritime (TPM) con-
ference in Long Beach, that 
challenges from the Panama 
Canal expansion and contin-
ued gains by the Prince Rupert 
container-rail port in Canada 
did not prevent the Port of 
Long Beach from having a 
record year in 2018. Indeed, it 
was a very special year by any 
measure as the Port cracked 
the 8 million TEU mark for 
the first time. Significantly, 
inbound TEUs eclipsed the 
4 million TEU barrier for the 
first time as well. 

He said that the resolution 
“requires the political will 
among port stakeholders to 
address these bottlenecks and 
for the Port to be proactive.”

port oF los angeles 

Port of Los Angeles, Exec-
utive Director Gene Seroka 
told a State of the Port audience 
in San Pedro that 2018 “was 
another year for the record 
books” with the Port moving 
9.5 million TEUs, a 1.2% 
increase from 2017. 

Seroka ascribed the suc-
cess to the “strong collabo-
ration” between longshore 
labor, terminal operators, 
harbor truckers and rail 
providers. Seroka said, the 
Port’s vehicle shipments 
declined by 34% in 2018, 
but scrap metal shipments 
rose by 26%.

The Port is expecting its 
cruise ship business to rise 

Port of long Beach Executive 
Director mario Cordero

Cordero remarked that 
continued capital investments 
in on-dock rail upgrades, the 
completion of the Desmond 
bridge replacement and the 
completion of the final stage 
of the automated Long Beach 
Container Terminal have 
helped the Port stay in front 
of the cargo challenges.

Both the Ports of Los 
Angeles and Long Beach 
faced congestion problems 
earlier this year related to the 
high volume of import ship-
ments arriving in anticipation 
of the imposition of tariffs on 
imports from China by the 
Trump Administration.

This led to delays in 
truck pick-ups and deliver-
ies at container terminals and 
overcrowding at Southern 
California warehouses.

Cordero said that “there 
continues to be a chassis mis-
allocation that needs to be 
addressed by a neutral gray 
pool so that there is a suf-
ficient reserve to meet high 
demand periods.”

(RECORDS – continued on 
page 23)

(RECORDS – continued 
from page 14) Port of Oakland and Oakland A’s hope 

to play ball on terminal turning basin

(BALL – continued on page 19)

By Stas Margaronis, AJOT

The Port of Oakland, like the San Pedro 
ports (see article on previous page) had a 
strong year 2018 as consumer spending, cou-
pled with tariff fears, boosted import volumes. 
But like other West Coast ports, Oakland is 
anticipating a weakening of volumes this year 
before the onslaught of boxes begins again in 
2020…with larger ships.

The trend towards larger boxships has also 
resulted in fewer ship calls at the Port of Oak-
land. According to port data, Oakland vessel 
calls declined for the second straight year in 
2018. In that same time frame, the average 
number of container lifts per vessel climbed 
from 1,491 to 1,621. But the big ship trend 
really shows when comparing figures over 
the decade’s 10 years. During that period the 
annual Oakland vessel calls have declined 
16.8% but average lifts per vessel have gone 
up 50% during that period. 

But the trend towards bigger ships means 
that ships and terminals need more space 

which often abuts neighbors with different 
interests. In the case of the Port of Oakland, 
the Oakland International Container Terminal 
(OICT) located on the north side of the Oak-
land Estuary is in need of more space in the 
turning basin for the larger ships.

The Stevedoring Services of America 
(SSA), general manager, who runs the Port 
of Oakland’s largest container terminal, Oak-
land International Container Terminal (OICT) 
says that the Port must quickly embark on an 
expansion of the Turning Basin located in the 
Oakland Estuary or face the loss of next gen-
eration container ship business.

In an interview with AJOT, Jim Rice, 
general manager SSA Marine Inc., said that 
it became clear when CMA’s 18,000 teu 
(twenty-foot unit) container ship, Benjamin 
Franklin, docked at OICT three years ago 
that maneuvering the ship through the Turn-
ing Basin “was not going to work on a regular 

www.POLB.com

High speed, best service
The Port of Long Beach and our partners move your goods to market  

quickly and efficiently while offering you unparalleled customer service.



16 American Journal of Transportation  ajot.com

Shipping to Alaska or Hawaii?

We’ve got you covered!

Lynden is proud to provide Alaska and Hawaii with regularly 
scheduled service from the Paci� c Northwest. You can 
choose the mode – air, sea, or land – that best � ts your 
schedule and budget. With Lynden you only pay for the speed 
you need!

lynden.com   |   1-888-596-3361

Northwest Seaport Alliance – 
Terminal 5 is the key
The Northwest Seaport Alliance (NWSA), a marine cargo operat-
ing partnership of  the ports of  Seattle and Tacoma, like most of  
the West Coast, had a good 2018 but they are facing significant 
challenges ahead and building Terminal 5 is the key.

By George Lauriat, AJOT

2018: a gooD year But looking For more

Looking at NWSA’s 2018 volumes, con-
tainers were up to 3.8 million TEUs compared 
to 3.7 million TEUs in 2017. International box 
volumes hit 3.1 million TEUs up from 3.0 mil-
lion TEU in 2017. Unlike most U.S. ports, the 
NWSA has a very balanced total. In terms of 
full boxes, imports hit 1.5 million TEUs and 
exports 1 million TEUs (compare that to a 
4.1/1.5 for Long Beach and 4.9/1.9 for LA). 

Undoubtedly, the NWSA’s good fortune 
occurred because shippers were in a rush to 
beat the anticipated higher tariffs (and retalia-
tory tariffs). This trend was clear in the robust 
December 2018 container volumes which hit 

nearly 350,000 TEUs, an 11.6% increase over 
December 2017. The run continued into Janu-
ary (2019) when the NWSA posted a remark-
ably 32.8% (31,793 TEUs) gain over January 
2018. December also included the arrival of 
the YM Wondrous at Terminal 18 in the North 
Harbor. At a capacity of 14,080-TEUs, the 
vessel is the largest Yang Ming Line contain-
ership to ever call a U.S. port.

QuaysiDe: terminal 5 is the key

Which brings up the issue of Terminal 5. 
The NWSA has been the recipient of addi-
tional attention from Trans-Pacific carriers 

(KEY – continued on page 17)

Alaska & Hawaii trades 
inexorably tied 
to US Pacific Coast

Often lost in the flood of 
Trans Pacific trade is the role 
of the U.S. Pacific Coast ports 
in the trade to Hawaii and 
Alaska. Despite the distances 
between ports – Honolulu to 
Los Angeles is 3,018 nm and 
Anchorage to Seattle 1,695 
nm – these are U.S. “domes-
tic routes” under the U.S. 
flag Jones Act (U.S.-owned, 
U.S.-crewed, U.S.-registered, 
and U.S.-built ships) opera-
tions. Additionally, shipping 
between these two outlying 
States and the continental 
U.S. has a number of unique 
qualities – vessels and com-
modities - that set these trade 
lanes aside from nearly all 
others (Puerto Rico being the 
most similar). 

There are a number of 
niche players operating in these 
unique trade lanes. Companies 
like Pasha, Lynden, Matson, 
Foss, DHX, Crowley, Tote 
and APL are among the best 
known, although there are a 
host of specialty operators 
linking the highly convoluted 
supply chains of both states.

There are a number of 
common denominators of both 
Hawaii and Alaska’s trade with 
continental U.S. (besides the 
distance). The first is the need 
for nearly all capital goods to 
be imported, and secondly, the 
freight associated “relocation” 
whether that be a company or 
people. If you move to Alaska 
or Hawaii and might “need” 
something ranging from a car 
to a refrigerator, it’s probably 
better to ship it initially rather 
than buy it locally upon reloca-
tion. This “need” substantially 
alters the cargo mix for the two 
states. Thirdly, both economies 
are heavily vested in tourism 
and the hospitality sector, and 
again the supporting busi-
ness infrastructure is largely 
imported from the U.S.

alaskan traDe 
Challenges

The Alaskan economy 
(sans Government) is sup-
ported by three legs: oil & gas, 
fisheries and tourism. To a large 
degree, the region supporting 
the Alaskan trade is located 
in Washington State, with the 
Puget Sound ports in the North-
west Seaport Alliance (NWSA) 
providing a crucial staging area. 
The domestic business (this 
also includes some Hawaiian 
trade) in TEU terms has been 
slowly declining. For exam-
ple, in 2013 NWSA handled 
820,855 TEUs of domestic 
commodities and in 2018, the 
tally slipped under the 700,000 
TEU mark (686,394 TEU). The 
NWSA reported an increase 
in domestic TEUs in January 
as Alaska’s volumes were up 
16.7% but this was due in part 
to lower than normal capacity 
in January 2018 with a vessel 

drydocking. 
The reasons for the decline 

are varied – a slide in the Alas-
kan economy (China, the main 
foreign trade partner was off 
nearly 23%) but also alterna-
tive ports and transport modes 
(overland via Canada, barge 
and aircraft). However, the 
business is significant to the 
NWSA. Nevertheless, if the 
“domestic” TEU tally was a 
separate trading nation it would 
rank number two on the NWSA 
list behind China but ahead of 
Japan and South Korea.

From the international side, 
China is clearly the number 
one trade partner for Alaska 

(TIED – continued on 
page 18)
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because of the congestion 
issues in the San Pedro ports 
and Oakland. But there’s a 
worrying trend threatening 
the port alliance’s future.

As TEUs and contain-
ership tons continue to 
increase, the number of ship 
calls continues to fall. In 
short, as the containerships 
get bigger, there are fewer 
ship calls. And the ships are 
getting very big with line 
haul vessels touching 18,000 
TEUs-20,000 TEUs.

The rub is if the NWSA’s 
ports can’t handle – or can’t 
handle efficiently – the larger 
line haul vessels on the Trans-
Pacific routes, then the ocean 
carriers may begin dropping 
calls or outright eliminating 
the NWSA call altogether. 
This is more of a threat today 
than in the past as the number 
of ocean carrier alliances and 
agreements has effectively 
cut the number of potential 
carriers considering a call in 
the NWSA ports.

Additionally, it might 
not have been as practical a 
recourse for the carriers as 
the combination of location 
and the relatively balanced 
ratio of inbound to out-
bound more than offsets the 
relatively modest immediate 
market region of metro Seat-
tle/Tacoma. It is the reach to 
the North American interior 
(courtesy of fortuitous rail 
connections of the BNSF and 
UP) that is the NWSA’s com-
petitive calling card. 

But as the California 
ports prepare for larger ships, 
a more immediate threat to 
the NWSA lies to the North in 
British Columbia. Vancouver 
BC and Prince Rupert – the 
port broke the million TEU 
barrier in 2018 - with their 
arguably cheaper inland rail 
connections via CP and CN 
to the U.S. heartland and the 
ability to handle larger vessels, 
poses a greater threat to the 
long-term success of the port 
alliance. The strategic remedy 
for NWSA is to improve their 
facilities – basically build for 
the line haul boxships – and to 
reduce costs.

So, when the authoriza-
tion for Terminal 5 came up 
for a vote in early April, it 
was no surprise that the man-
aging members voted in favor 
of the expansion project.

Stephanie Bowman, 
Port of Seattle commission 
president and co-chair of the 
NWSA outlined what the 
$300 million project means 
to the Alliance and Washing-
ton State when she said, “The 
modernization of Terminal 5 
represents a transformative 
investment in our region to 
support our state’s economy.” 

Time will tell whether 
it is “transformative” for 
the State but unquestion-
ably the Terminal 5 project 
is transformative of the Port 
of Seattle and the NWSA as 
it will reshape how the box-
ship business is handled in 

the foreseeable future as well 
as altering the landscape for 
other port businesses.
a transition to 
transFormation

The proposed realign-
ment of terminal assets in 
Seattle harbor will shuffle a 
number of different services 
around to enable Terminal 5 to 
handle the international trade 
and to become the port’s cen-
terpiece:
• The approved Terminal 
5 lease grants SSA Termi-
nals (Seattle Terminals), a 
joint venture entity owned 
by SSA Terminals and Ter-
minal Investment Limited 
Sàrl (TIL, parent company 
of Total Terminals Interna-
tional) to begin operating 
there after phase one con-
struction is complete in 2021;
• The current lease at Termi-
nal 18 will be amended to 
introduce conditional consent 
for the lease to be assigned to 

the new joint venture (SSA 
Terminals and TIL) and 
waive a rail yard fee;
• The current Terminal 46 
lease with TTI will termi-
nate early, allowing inter-
national container cargo to 
be realigned to Terminal 18. 
This presents the opportunity 
for Port of Seattle to operate 
a cruise berth on a portion 
of the property with break-
bulk or project cargo on the 
remaining, larger section of 
property;
• Matson’s Hawaii service 
will relocate to the south 
berth at Terminal 5 while the 
north berth is under construc-
tion, creating additional room 
at Terminal 30 for interna-
tional container cargo.

Overall the Terminal 5 
project including a future 
Phase II commitment, repre-
sents approximately a half-
billion dollars in private and 

(KEY – continued from 
page 16)

(KEY – continued on 
page 26)
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ization Project. 
The Port Modernization 

Project went off the rails over 
a decade ago. Essentially 
“improvements” to arguably 
the State’s most vital port, 
handling over 3.9 million 
tons in 2018, have really been 
Band-Aids while a long-term 
plan is put into place. At the 
heart of the problem is who 
will pay for the moderniza-
tion of the city’s port? At this 
stage, finding some combina-
tion of State, Federal, City 
and private funding seems to 
be the way forward. But with 
the project itself in disarray, 
finding alternative funding is 
a challenge.

The updated cost came 

out earlier this year, leaving 
city leaders looking for alter-
natives. Alternatives to avoid 
the massive price of a port 
overhaul is elusive. 

Another challenge to the 
State’s infrastructure is the 
potential cutting of ferry ser-
vices. Alaska Governor Mike 
Dunleavy’s proposed budget 
outlines a 75% cut which 
would slash ferry opera-
tions after September 2019 – 
unless Alaska finds a partner 
to help operate a “privatized” 
ferry system. 

The Alaska Marine High-
way System runs a network 
of about one dozen ferries on 
a 3,500-mile network (one 
of the longest systems in 

Generator loading on tarmac at the Kenai Airport 

the U.S.), from Bellingham, 
Washington and extending 
out to Dutch Harbor. It has 
an operating budget of about 
$140 million per year, with 
one third covered by fares. 
A state-funded study deter-
mined there was no finan-
cially viable option for ferry 
privatization, given the sys-
tem’s public mission and its 
long routes to remote loca-
tions that frequently are 
regions lacking roads. 

Although the Alaska state 
nickname is the “Last Fron-
tier,” it could easily be called 
the “Project State” because 
of the unique complexity of 
many of the moves. There 
are few places where part of a 

transport service may include 
the phrase FFI (Free-From-
Freezing) but often what is a 
normal move in Alaska is not 
normal in the rest of the U.S. 
Many of these moves begin 
with the Oil & Gas business. 
A recent typically untypical 
move was made by Lynden 
Transport and Lynden Air 
Cargo. They recently com-
pleted a joint move to trans-
port a generator valued at $1 
million from Kenai to an oil 
field near Prudhoe Bay. 

Lynden picked up the 
generator at the customer’s 
warehouse using a 53-foot 
step deck trailer and trans-
ferred the generator through 
the rear door of the Hercu-
les aircraft. The aircraft flew 
the generator to an oil field 
in Prudhoe Bay – the type of 
move Lynden makes a few 
times a year. But the generator 
move is just part of an exten-
sive supply chain that is like 
no other in North America. 

haWaii anD the supply 
Chain

The Hawaiian Islands, 
like Alaska, have a unique 
supply chain. On one hand, 
a vast majority of the goods 
moving to the islands are 
coming from the U.S. West 
Coast, particularly the San 

with just over $1 billion in 
exports representing around 
21.4% of the foreign trade 
total. But the trade battle with 
Beijing has put a dent in the 
State’s exports to China. In 
2017, Alaska exported over 
$1.3 billion to China and in 
most years between 26%-
28% of the State’s exports are 
to the Middle Kingdom. This 
is understandable as fresh 
and frozen fish, wood and 
lumber, petroleum products 
and minerals make up a vast 
majority of the exports – all 
in high demand in China. 

The China connection 
adds a Yin and Yang com-
ponent to the economic 
forecast for the State. Like 
the Midwest, should the dis-
pute between the U.S. and 
China be resolved and the 
tariffs removed, there is a 
pent-up demand for Alaska’s 
exports. If not, the State will 
be searching for alternative 
markets, largely in Asia start-
ing with Japan, South Korea 
and Taiwan. 

Alaska’s infrastructure is 
facing challenges – largely 
financial - beginning with 
the Port of Anchorage. The 
Anchorage Assembly is seek-
ing outside assistance to iden-
tify ways to cut down costs for 
the $1.9 billion Port Modern-

(TIED – continued on 
page 19)

(TIED – continued from 
page 16)
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Pedro ports of Los Angeles 
and Long Beach, San Diego 
and Oakland. There are also 
services in the Northwest Sea-
port Alliance ports of Seattle 
and Tacoma. What makes 
the Hawaiian supply chain so 
unusual is besides inter-island 
trade of the Hawaiian archi-
pelago, the port of Honolulu 
serves as a hub for a network 
of services reaching out into 
the Pacific islands, includ-
ing other U.S. possessions 
like Guam, American Samoa, 
Mariana Islands and Palau. 

Being over 3,000 nm 
from the continental U.S. 
makes services to the islands 
a uniquely long “domestic” 
transit. Perhaps more than 
any other state, relocation is a 
big industry and factor in the 
supply chain. The first advice 
anyone ever hears about 
moving to Hawaii is ship 
your car and anything else 
you think you might need. 
Also because of tourism – the 
largest employer and largest 
contributor to the State’s GDP 
- there is a strong demand for 
goods and services that are 
largely supported by domes-
tic “imports”. Added to this 
mix is a large U.S. military 
presence with its own unique 
demands. The combination 
makes for an unusual ratio 
of U.S. flag tonnage to for-
eign flag. In terms of cargo 
volume, the ratio is roughly 
2/1 in favor of “domestic” to 
“foreign” shipping services.  

The container services (over 
600 calls per year) between 
Hawaii and the U.S., include a 
number of containership, ro/ro 
and container barge rotations. 
With the growing business in 
Hawaii, new vessels and ser-
vices have come online.

Among the more notable 
is the Pasha Group’s Pasha 
Hawaii fleet. The group is 
building two Liquefied Nat-
ural Gas (“LNG”) fueled 
“Ohana Class” containerships 
at Brownsville, Texas-based 
Keppel AmFELS shipyard for 
use in the Hawaii-mainland 
trades. The “Ohana Class” 
containerships will operate 
fully on LNG. Each vessel 
will carry 2,525 TEUs, with a 
speed of 23.0 knots. Delivery 
of the vessels is expected in 
2020. The company has two 
main weekly rotations to the 
mainland which link up with 
Oakland and Los Angeles.

Another sign of the 
strong business environment 
is DHX’s new 76,000 sq/
ft warehouse & distribution 
center being built in the indus-
trial district bordering the Port 
of Honolulu. According to 
press reports, the facility will 
be able to offer 8,000 pallet 
positions for public warehous-
ing and storage. Additionally, 
the warehouse management 
system will link to the com-
pany’s facilities in Honolulu, 
Maui, Kona, and Guam and 
allow same day and last mile 
delivery services.

(TIED – continued from 
page 18)

basis because the Basin was 
too narrow.”

As a result, Rice said, 
the process for widening the 
basin needed to begin: “The 
bottom line is that we cannot 
service the next generation of 
18,000 teu ships at the Port of 
Oakland without an expan-
sion of the Turning Basin.” 

Rice said that when the 
Benjamin Franklin arrived 
in Oakland on a trial visit in 
December 2015, “it was a chal-
lenge to get it in here. I went to 
the California Maritime Acad-
emy and watched the simula-
tions for eight hours…. It was 
very tight and we were at the 
limit … of the Basin.”

He warned that “without 
that expansion of the Basin, 
we are not going to be able to 
handle the 18,000 teu ships 
while at the same time a number 
of terminals at (the Ports of) 
Los Angeles and Long Beach 

(BALL – continued from 
page 15)

are preparing to do so.”
Today, OICT can “handle 

a 14,000 teu ship but the next 
jump is to 18,000 teus.” 

With the support of the Port 
of Oakland: “We are making 
the investment in bigger cranes 
as are a number of terminals at 
the Ports of Los Angeles and 
Long Beach. The crane heights 
are going from 141 feet to 175 

feet” but the investment will 
not be sufficient “without the 
expanded Turning Basin.”

Rice emphasized: “We 
have a good relationship with 
the Port, but it is urgent that 
plans move forward and that 
permit applications be made for 
the Basin expansion…. The big 
question is cost: who is going 
to pay for the expansion?”

A spokesman for the Port 
of Oakland provided AJOT 
with the following response:

“Any proposed expansion/
modification to the Inner or 
Outer Harbor turning basins 
would be a partnership with 
the U.S. Army Corps of Engi-
neers.  The Corps has juris-
diction over improvements to 
the federal navigable channel.  
This would be a multi-year 
process.  It would begin with 
a formal feasibility study to 
determine the potential scope, 
scale, environmental and eco-
nomic impacts and preliminary 
estimate of cost associated with 
improvements.  After a feasi-
bility study and certification of 
environmental permits, a proj-
ect would need formal autho-
rization from Congress to seek 
future appropriations to meet 
the federal cost-share aspects 
of such improvements.”

In an interview with AJOT 
(BALL – continued on 

page 23)
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By Stas Margaronis, AJOT

Sea level rise expensive concern 
for Port of San Francisco

A new U.S. report, using 
advanced analytic software, 
says waves and storm surges 
are gaining momentum from 
sea level rise and collectively 
pose a more immediate threat 
than was previously believed. 
The result could be serious 
damage to California coastal 
cities and ports by 2040.

Elaine Forbes, executive 
director for the Port of San 
Francisco, told AJOT that rising 
sea levels are already threaten-
ing downtown San Francisco 
and Port property requiring the 
construction of a new sea wall 
(photo below). The projected 
cost is $5 billion.

The impact is similar to 
sea level rise driven storm 
surge damage suffered by 
U.S. cities and ports along the 
U.S. Gulf and Atlantic coasts 
from Hurricanes Katrina, 
Sandy and Harvey.

The United States Geo-
logical Survey (USGS) report, 
released on March 13th, proj-
ects a “likely” 0.25 meter or 
9.8-inch sea level rise by the 
year 2040. The impact to Cal-
ifornia factoring “an extreme 

storm … would cause sub-
stantial flooding that would 
directly affect over 150,000 
residents and $30 billion in 
property damage.”

California, wave energy adds 
to storm surge and rising sea 
level rise to create a stronger 
effect on coastal communi-
ties… This is happening sooner 

(CONCERN – continued on 
page 22)

Port of Hueneme’s Decas says 
imports and exports up 8.1% 

By Stas Margaronis, AJOT

Port of Hueneme CEO and 
Port Director Kristin Decas 
reports that imports and exports 
hit an all-time high at the Port 
with 1.6 million tons of cargo 
moving through the Port. This 
represents an 8.1% increase 
over last year’s performance 
of 1.48 million cargo tons. The 
previous cargo record was set 
in FY2015 with 1.56 million 
cargo tons. 

Decas recently told AJOT 
that the agricultural trade did 
very well in 2018:

Banana imports were up 
5% - 5% increase in imports 
is substantial when factoring 
the Port imports over 3.3 bil-
lion bananas a year – while 
pineapples and melon imports 
were up 50%. And Decas 
noted, the Port’s South Ameri-
can connection “our Sealand 
service linking ports in South 
America has been a major 
contributor,” to the increase.

vehiCle traDe sloWing

The Port’s car business 
remains strong but subject to 
a national slowdown in auto 
imports:  “There has been a 
national decline in the import 

of passenger cars, but the Port 
has done better than other 
U.S. ports and so there hasn’t 
been as much of a dip.” 

The Port provided this 
national car and light truck 
import snap shot based on 
conditions in 2018:

In January, 2019 Wallenius 
Wilhelmsen Ocean (WWO) 
joined BMW North America 
(BMW) and GLOVIS America 
(GLOVIS) and entered into 
long-term contracts with the 
Port. Representing over half 
of the Port’s cargo revenue, 
the automobiles reach more 
than 13 states. 

“In a time of uncer-
tainty from ongoing global 
trade talks and a watchdog 
approach to the tariff discus-
sion, we are encouraged to see 
our major automobile custom-
ers reaffirm their continued 
investment in our Port and our 
community,” Oxnard Harbor 
District President, Mary Anne 
Rooney noted. 

Deepening Channel to 
40-Feet

The Port will have a deeper 
(UP – continued on page 26)

The report says that a 
“future hypothetical, but scien-
tifically plausible megastorm…
would cause catastrophic 
inland flooding across Cali-
fornia and property damage 
of over $300 billion.”

A USGS oceanographer, 
Juliette Finzi Hart, told AJOT: 
“The report incorporates new 
science that provides us with 
better projections because his-
torical data is not as relevant 
when sea levels are rising. In 

than expected… In California 
emergency services agencies 
are pretty savvy on the threats 
posed by sea level rise… On 
the Atlantic coast storm surge 
is more of a factor than wave 
energy so the dynamics are dif-
ferent but the threats are real 
for the Pacific, Gulf and Atlan-
tic coasts… We are develop-
ing better prediction capability 
and this is helping cities and 
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Washington Ports: 
Olympia and Longview

By George Lauriat, AJOT

port oF olympia

The Port of Olympia is the 
southernmost deep-water port 
on Puget Sound. It handles 
breakbulk, project cargo and 
even live animal shipments.

As a niche port, Olympia is 
chiefly noted for log exports to 
Asia. In 2018, the Port finished 
with similar log and lumber 
volumes as 2017, at 117 mil-
lion board/ft Olympia handled 
22 vessels, but had only one 
general cargo vessel carrying 
cattle in 2018 as opposed to 4 
in 2017. With the tariff issues, 
especially in the China market, 
the Port is expecting logs to 
remain flat again in 2019. 
In 2016 and 2014 the Port 
exported nearly 140 million b/
ft to the Asian market.

The Port of Olympia also 
started the year with a new 
director. Late last year, Sam 
Gibboney was chosen to head 
the Port of Olympia. Gibboney 
was the executive director of 
the Port of Port Townsend for 
two years. Before that, she 
worked for San Juan County as 
director of community devel-
opment, director of environ-
mental resources and deputy 
director of public works. Gib-
boney began work Jan. 22, 
2019 and will be paid $175,000 
a year, according to the Port of 
Olympia release.

One of the type of ship-
ments that makes the Port of 
Olympia standout as a break-
bulk port is the movement of 
live animals. A great example 
happened during February 
2019. The Devon Express made 
port during a heavy snowstorm 
to transport over 1600 cattle to 
Vietnam from ranches in Cali-
fornia and Idaho. 

The black and white Hol-
stein cattle were loaded on 
trucks at ranches in California 
and Idaho for a trip to Schorno 
Agri-Business in Yelm. There 
they were given a final inspec-
tion by United States Depart-
ment of Agriculture (USDA) 
veterinarians and were loaded 
up for a 40-minute trip to the 
Port of Olympia.  

The cattle ship, the Devon 
Express, previously inspected 
by the USDA and loaded with 
bedding and feed at the Port 
took the cattle to Vietnam. 
The Holstein cattle will be 
used to produce milk for Viet-
nam, as well as serve as breed-
ing stock to help build up their 
dairy industry.

port oF longvieW

The Port of Longview’s 
Board of Commissioners 
passed an infrastructure focused 
budget which dedicates $10 
million to rail expansion, berth 
revitalization and cargo han-
dling investments. The Port of 
Longview’s Board of Commis-
sioners’ 2019 Budget includes 
significant investments in the 

expansion of the Port’s Indus-
trial Rail Corridor (IRC) and 
cargo handling infrastructure.

The IRC plays a critical 
role in the efficient move-
ment of cargo throughout 
the region by connecting 
mainline rail directly with 
the Port. The expansion will 
add six additional tracks to 
the system, bringing the IRC 
to a total of eight tracks. This 
additional capacity will allow 
trains to move simultane-
ously, add storage for unit 
trains on sidings and accom-
modate the growing length of 
trains. Within the new budget, 
the Port plans to invest 

(WASHINGTON – contin-
ued on page 22) A cow being prepared for its voyage to Vietnam on the Devon Express at the Port of Olympia. 
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$800,000 towards permitting, 
environmental and engineer-
ing for the expansion. Addi-
tionally, the Port will pursue 
more than $200,000 in added 
upgrades to existing rail infra-
structure within the Port.

Also in 2019, the Port will 
maintain its momentum on the 
Berth 4 Revitalization project.

Having recently completed 
the hazard mitigation assess-
ment and demolition plan for 
the former Continental Grain 
silos, in 2019 the Port will 
conclude a vehicle and rail 
transportation analysis that will 
inform the movement of freight 
through the Port. The Port 
anticipates issuing a Request 
for Proposals for Berth 4 to 
interested parties in 2019.

On the cargo front, Com-
missioners approved upgrades 
to buildings and equipment 
that facilitate cargo handling 
on the waterfront. Improved 
bulk cargo environmental sys-
tems and controls make up 
much of the figure, which is 
rounded out by two new lift 
trucks to accommodate break 
bulk commodities.

Overall, the Port will invest 
approximately $10 million in 
infrastructure in 2019 and 
anticipates a strong year with 
operating revenues breaking 
$36 million.

Port of Redwood City expecting strong 2019
Port of Redwood City 

Executive Director Kristine 
Zortman says the Port is expect-
ing a strong 2019 because of 
continued demand for inbound 
construction materials and con-
tinued strong export growth of 
recycled metals.

In January, the Port 
reported: “For the period 
ending December 31, 2018, the 
Port’s cargo results are 1.36M 
metric tons, an increase of 
150K metric tons from the same 
period last year, generating 
$4.78M in revenue to the Port, 
an increase of $470,000 from 
the same period last year. The 
mid-year results are ahead of 
last year’s historic levels, set-
ting new record levels in both 
cargo tonnage and revenue 
to the Port. Last year’s fiscal 
year cargo and revenue results 
were the best in operational his-
tory, generating a 49% increase 
in cargo over the prior year. 
The Port’s fiscal year runs from 
July 1 to June 30.”

“The Port’s mid-year 
results continue to lay a strong 
foundation for both cargo and 
revenue growth. Nearly half a 
million dollars better than our 

best year in operational history 
is quite an accomplishment 
and furthers our maritime and 
economic development goals 
serving Silicon Valley,” said 
Lorianna Kastrop, Port Com-
mission chair. 

ConstruCtion materials 
remain strong

In an interview with AJOT, 
Zortman said “construction 
continues at Stanford Univer-
sity, Google and Facebook and 
with that the import of con-
struction materials and aggre-
gate. The result is we see strong 
growth from the construction 
sector for the next five years.

Zortman said that the 
port’s prime exporter of recy-
cled metals, Sims Metal, had 
“begun diversifying away 
from China three years ago 
and has increased its exports 
to countries such as Indonesia 
and Vietnam. So, we expect 
continued strong growth in 
this sector as well.”

neW market strategy

Zortman said that the 
Port wants to ensure that “we 
don’t have all of our eggs in 

the construction basket and 
so we have contracted with 
Vickerman and Associates 
to research new market pos-
sibilities for the Port. John 
Vickerman will be making 
his recommendations to the 
Port in April.”

Port of redwood City Executive 
Director Kristine Zortman

ports such as the Ports of Long 
Beach and San Diego better 
prepare. The improved science 
is also helping develop adop-
tive structures. Better standards 
are being codified by organi-
zations such as the American 
Society of Civil Engineers.”

The USGS study cites 
two other reports that project 
damage from higher sea levels:

The cost of protecting the 
San Francisco Bay Area from 
projected wave and storm 
surges based on a 2 meter or 
6.5-foot sea level rise is pro-
jected to be as much as $450 
billion. The 6.5-foot rise is 
not predicted until 2100, but 
the USGS study warns that 
previous sea level rise studies 
did not factor the impact of 
“long-term coastal change” 
that will be caused by the 
doubling of serious storms by 
2040 compared to conditions 
present in 2000. 

California ports will need 
to spend between $9 billion 
and $12 billion on storm surge 
upgrades to defense against a 
2 meter or 6.5-foot sea level 
rise by 2100, according to a 
2017 report. The USGS report 
notes the collateral damage 
risk to the supply chain and 
infrastructure: “Beyond the 
potential physical impacts to 
the port terminals… that could 
impact the US’s ability to 
accept imports, coastal flood-
ing and erosion will impact 
rail lines and roads exiting the 
ports, disrupting the move-
ment of goods… throughout 
the United States.” Finally, 
USGS’s Hart notes that storms 
are increasingly coming from 
the South. This storm track 
will result in direct hits on the 
San Pedro Bay, the Ports of 
Los Angeles and Long Beach 
and the breakwater system 
that protects the ports. 

The USGS study urges 
that more stress analysis be 
performed on the impact of 
increased flooding on the 
levees located along California 
rivers where “the engineering 
integrity of most of these struc-
tures is poorly understood.”

Over years, the Nether-
lands, directed by the govern-
ment’s Rijskswaterstraat, has 
invested in a sophisticated sea 
level barrier system that had to 
be activated in January, 2018 
to protect the City and Port of 
Rotterdam from flooding.

Texas is now proposing 
a Netherlands-type of sea 
barrier defense for Galves-
ton Bay cities and ports that 
could cost $30 billion.

Coastal storm moDeling 
system

The Coastal Storm Mod-
eling System used for the 
USGS report “was designed 
to thoroughly assess future 
coastal flooding exposure by 
integrating SLR (sea level 
rise), dynamic water levels 
and coastal change.”

It can be used by planning, 
emergency services and insur-

(CONCERN – continued 
from page 20) Crane acquisition part of investment 

in Honolulu terminal improvements
Matson, Inc. has received three new 65 

long-ton capacity gantry cranes at its Honolulu 
hub terminal at Sand Island. The biggest ship-
to-shore container cranes to be deployed at any 
commercial harbor in Hawaii, the cranes arrived 
aboard a special heavy-lift vessel on April 16th.

Matson’s acquisition of the new cranes, along 
with the upgrading of three existing cranes and 
other improvements, is part of a multi-year $60 
million terminal expansion and modernization 
project at its hub that is tied to the deployment of 
four new ships between 2018 and 2020.

Built for Matson by Mitsui Engineering & 
Shipbuilding, the new cranes weigh approxi-
mately 1,290 tons each and will have greater 
lifting capacity, height and reach than existing 

cranes, which will enable full service of Mat-
son’s new, larger ships.   

Discharging the new cranes from ship to 
shore involves a nearly week long process, 
including the deployment of special rails on 
which the cranes will roll off the delivery 
vessel and onto Matson’s dock.

The new cranes are expected to go into 
service in the third quarter of this year, after 
the removal of structural bracing installed for 
the cranes’ ocean delivery, extensive testing of 
each crane’s main functions and technology, 
certification with various weights and the final 
commissioning of each crane. The investment 
has won support from the Federal Emergency 
Management Agency.

The Port has been address-
ing the sea level rise threat: 
“We spent $17 million on 
Wharf 5 increasing it by over 3 
feet and re-enforcing it to with-
stand an earthquake of an 8.9 
magnitude.” 

(WASHINGTON – contin-
ued from page 21)

ance companies to make risk 
assessments for new and exist-
ing cities, ports, airports, high-
ways, rail lines, bridges and 
levees. Local, state and federal 
emergency services agencies 
need to upgrade their planning 
to take into account intensi-
fying damage from sea level 
rise beginning in 2040 and not 
2100. The sea level rise threat 
is a world-wide threat: six 
hundred million people live in 
coastal zones around the world 
today and one billion will live 
in these coastal zones by 2050.
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from 109 calls two years ago 
to 120 calls in 2019 boosting 
passenger counts to 620,000 
in 2019.

Despite the strong show-
ing in 2018 the increases may 
be slowing. The tally for the 
first two months of 2019, port 
volumes have increased 1.6% 
compared to the same period 
last year. However, the Feb-
ruary imports dropped 9.1% 
to 348,316 TEUs compared 
to the previous year. And 
exports fell 9.5% to 142,554 
TEUs, with empty containers 
up 16.3% to 214,436 TEUs. 

However, the timing of 
the Lunar New Year, when 
production in some Asian 
countries slows, resulted in 
some cargo being shipped in 
January rather than February, 
possibly accounting for some 
of the slippage. “After the 
busiest seven months in the 
history of our port, the antici-
pated ease in cargo volume 
provides an opportunity for us 
to regroup with our stakehold-
ers,” Seroka said. Adding, 
“With an uneven trade flow, 
we will be closely evaluat-
ing next steps for enhancing 
supply chain efficiencies.”

(RECORDS – continued 
from page 15)

Port of los Angeles, 
Executive Director Gene Seroka

The Port of LA also com-
pleted several major building 
projects during 2018 including:
• The $127 million on-dock rail 
yard at the Yusen Terminal.
• $15.6 million Harbor Bou-
levard/Park Plaza improve-
ment project.
• And the Port is actively 
involved in 15 zero and near 
zero emission projects totaling 
$80 million in grant funding.

Seroka also acknowl-
edged the contribution of 
Tak Yokoo “and the team at 
Toyota for their leadership 
in advancing hydrogen fuel 
cell-electric truck technology 
here at our ports.”

Seroka said the new digi-
tal Port Optimizer will be 
able to “track 90-95% of our 
containerized cargo.”

Seroka told AJOT that the 
system will allow for better 
tracking of trucks, containers 
and chassis and increase the 
speed of pick-ups and deliv-
eries of containers.

He said the investment 
in new digital technology 
also helps terminals, truckers 
and longshore labor plan for 
and move more containers in 
anticipation of the arrival of 
bigger container ships.

Fastest delivery between US markets and 
the Pacific Rim

Optimal supply chain readiness

Superior on-dock rail

Innovative Port Optimizer supply chain solution

Recognized industry leadership

Diesel particulate emissions reductions 
of more than 87% since 2005

53’ Channel depth

Aerial view of SSA Terminal at the Port of Oakland, CA

last January, Port of Oak-
land Maritime Director, John 
Driscoll, said that the Port has 
created an incentive program 
for SSA to order new mega 
cranes that have the height to 
service mega-container ships: 
“If we can’t handle those ships, 
they won’t come,” he said.

Driscoll noted that OICT 
is the Port’s biggest container 
terminal and so the berth-
ing of the bigger ships must 
be able to work there. Right 
now, he says the biggest ships 
that can be handled at the 
Port have a 14,000 teu capac-
ity and are about 1,200 feet 
long. The 18,000 teu ships 
are 1,300 feet long, he said.

Driscoll said that the Port 
is researching the possibil-
ity of widening the Turning 
Basin for the big ships to turn 
around and berth:

“We forecast that these 
18,000 teu ships will be 
coming in within two to five 
years. Right now, the turning 
basis isn’t big enough. These 
are 1,300-foot-long ships and 
they cannot turn around…
So, we are engaging with the 
Army Corps of Engineers and 
doing some simulations as to 
what the next step is… The 
best step might be to widen 
the Turning Basin. If that is 
the case, the permit process 

could take from 5-10 years 
and so we need to get started 
now” to process the neces-
sary permits.

The Oakland International 
Container Terminal provides 
stevedoring services for 22 
shipping lines serving Asia, 
Europe and Central America. 
The terminal handles approxi-
mately 100 vessel calls each 
month, discharging and load-
ing predominantly container-
ized cargo.

The disposition of the 
Turning Basin also comes up 
in the plans of the Oakland 
Athletics’ proposed acquisi-
tion of Howard Terminal at 
the Port of Oakland for its 
new baseball park. Howard 
Terminal is located on the 
Oakland Estuary and adjoins 
the Turning Basin.

In January, Taj Tashombe, 
Vice President External Affairs, 
for the Oakland A’s, told the 
Propeller Club of Northern 
California that the Athletics 
“would be willing to relin-
quish some of the 55 acres 
we will be leasing to provide 
the space to accommodate a 
wider Turning Basin.” 

While the A’s are willing 
to support the wider Turn-
ing Basin by giving up some 
land, Tashombe emphasized, 
the Port needs to provide a 
detailed plan detailing costs 
and timelines.

(BALL – continued from 
page 19)
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WFS and Swiss WorldCargo launch 
New York’s first GDP-compliant 
airport facility

Worldwide Flight Services (WFS), 
the world’s largest air cargo handler and 
Swiss WorldCargo, the air freight division 
of Swiss International Air Lines and one 
of the industry’s leading pharma air carri-
ers, opened New York’s first GDP (Good 
Distribution Practice) compliant pharma 
facility after achieving certification of its 
Building 66 at JFK airport.

The GDP certification confirms WFS’ 
compliance with World Health Organiza-
tion (WHO), IATA, and Parenteral Drug 
Association (PDA) quality standards for 
handling pharmaceutical and life science 
products, as well as with Service Level 
Agreements signed with individual airline 
customers in New York.

“As the leading cargo handler at 
JFK, we are proud to be the first airline 
handling facility to become GDP certi-
fied, which is in response to growing 
customer demand for high quality, stan-
dardized pharma handling,” said Michael 
Simpson, WFS’ Executive Vice President 
Americas, who added: “We will continue 
to expand our network of certified facili-
ties, adding to our current list of JFK and 
Miami in the Americas as well as multiple 
locations in Europe.”

“We are very excited that New 
York’s first GDP-compliant airline facil-
ity is located at Swiss WorldCargo’s 
warehouse,” said Michael Ganz, Head 
of Northeast-/Midwest USA and Canada 
for Swiss WorldCargo. “This latest addi-
tion of GDP-compliant facilities allows 
us to offer additional quality corridors 

to our pharma and healthcare custom-
ers. The certification of our boutique-like 
single-airline facility in New York further 
strengthens our position as a global qual-
ity leader.”

This initiative is aligned with WFS’ 
program to provide coordinated cold 
chain handling services which secure 
product integrity and ensure patient 
safety. Achieving GDP certification is 
further evidence of the company’s abil-
ity to deliver resilient working procedures 
and processes, as well as specialized and 
dedicated equipment for the handling of 
sensitive temperature-controlled cargo. 
The features of the program include a 
Pharmaceutical Handling Quality Manual 
and Quality Management System, dedi-
cated cooler facilities, a Special Products 
Manager, as well as providing a team of 
fully experienced and trained personnel. 
WFS also invested in a new cooler for the 
1,000 sq ft pharma facility at JFK in sup-
port of the GDP requirements.

The opening of this pharma facil-
ity also closely aligns with key Swiss 
WorldCargo values of customer focus and 
quality care. In 2018, Swiss WorldCargo 
received a global CEIV certification, 
which ensures that the company adheres 
to the highest standards of pharmaceuti-
cal handling globally. The airline remains 
committed to providing the highest stan-
dards at its stations worldwide. With three 
daily flights from Zurich and Geneva, 
JFK is an important North America-gate-
way for Swiss WorldCargo.

(l to r) Jo Palermo – General manager Blg 66 JFK, rinzing Wangyal – VP of Business 
Planning, WFS, Tameika Thomas – Special Products manager, WFS, Kathy roberts – Director 

Quality and Training, WFS, michael Simpson – EVP Americas, WFS, michael Ganz – Head 
of Cargo Northeast USA and Canada, Swiss WorldCargo, Octavian David – Cargo New York, 

Swiss WorldCargo, richard Hoffer – indoor Sales and Operations, New York, Swiss WorldCargo

Air freight decline adds to warning 
lights for Europe’s economy

Air-freight movements in Europe are 
declining at the fastest pace in six years, 
joining a host of indicators that have raised 
concern about the economic outlook.

At airports in the region, air-cargo 
volumes fell 3.3 percent in February, data 
by Airports Council International Europe 
show. That’s the fourth consecutive 
decline and the worst reading since 2013.

While falling cargo volumes hit at 
a lack of confidence and demand across 
the economy, the key question for 
European Central Bank policy makers 
meeting in Frankfurt is whether this 
will be temporary or a more sustained 
slowdown. The U.S. is threatening 

new tariffs on imports from the Euro-
pean Union, and the IMF cut its global 
growth forecast again.

In Germany, Europe’s largest econ-
omy and its biggest exporter, the picture 
is also turning more gloomy. February 
saw the country’s top four airports by 
freight, where more than 90 percent of 
the country’s air cargo is handled, all post 
declining volumes. German industry is in 
a deep slump, with the factory Purchas-
ing Managers Index at the lowest in more 
than six years.

The German freight data excludes air 
traffic in transit that’s not destined for the 
country or doesn’t originate there.

AirBridgeCargo adds additional 
frequency to Rickenbacker

A year after entering the Columbus 
market, AirBridgeCargo Airlines (ABC) 
is expanding its scheduled freighter oper-
ations at Rickenbacker International Air-
port (LCK) to a twice-weekly frequency, 
doubling its airfreight solutions for cus-
tomers in Ohio, USA.

The carrier introduced Columbus into 
its global network in April 2018 and, so 
far, has seen stable demand to/from Rick-

enbacker International Airport, accom-
modating growing trade flows onboard 
the maindeck capacity of its Boeing 747 
freighter services.

The airline is planning to introduce 
its second scheduled weekly rotation in 
April 2019, complementing its existing 
Thursday flights from Columbus and 
offering customers wider connectivity 
options.

AirBridgeCargo aircraft takes off from rickenbacker international Airport
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Trump plan to ship natural gas 
by rail stokes ‘bomb train’ fears

President Donald Trump wants to 
allow natural gas to be shipped in railroad 
cars, a move that would open new mar-
kets hungry for the fuel but could risk cat-
astrophic accidents if one were to derail.

Trump ordered the Transportation 
Department to write a new rule permitting 
super-chilled natural gas to be shipped in 
specialty tank cars. The order follows a 
multiyear lobbying campaign by railroads 
and natural gas advocates, who argue it 
is needed to serve customers in the U.S. 
Northeast, where there aren’t enough 
pipelines, and making it possible to use 
the gas to power ships and trains.

“There are all sorts of new opportu-
nities where you can use rail much more 
efficiently,” said Charlie Riedl, head of 
the Center for Liquefied Natural Gas 
trade group.

The effort, which could help offset 
falling rail shipments of coal, mirrors 
how the oil industry turned to trains to 
ship crude when there weren’t enough 
pipelines to meet demand. But a series of 
spills and other accidents—including a 
runaway oil train that derailed and killed 
more than 40 people in a small Quebec 
town in 2013—have safety advocates 
warning against putting gas on the rails.

“It’s a disaster waiting to happen,” 
said Emily Jeffers, a staff attorney with 
the Center for Biological Diversity, who 
added that Trump’s initiative evokes ear-
lier concerns about crude-filled “bomb 
trains” traveling through American cities. 
“You’re transporting an extraordinarily 
flammable and dangerous substance 
through highly populated areas with basi-
cally no environmental protection.”

LNG is natural gas that has been 
chilled to minus 260 degrees Fahrenheit 
(minus 167 Celsius) in a process that 
removes water, carbon dioxide and other 
compounds, leaving mostly methane in 
a fluid that takes up less than 1/600th 
the space it previously occupied as a 
gas. It is already shipped across oceans 
around the globe, ferried across the U.S. 
in trucks and stashed in storage tanks 

to ensure natural gas is on hand when 
demand escalates.

LNG does not burn on its own, and 
it can’t ignite in its liquefied state. The 
risk comes if a tank car were ruptured and 
LNG were exposed to the air, triggering 
the LNG to rapidly convert back into a 
flammable gas and evaporate.

City risks

Fred Millar, an independent rail 
consultant working with citizen groups 
opposed to moving LNG by trains, says 
Trump’s policy change would pose “an 
unprecedented new level of risk for 
American cities,” and is being pursued 
hastily “because of enormous pressure to 
sell our fracked gas.”

Millar warns that LNG is especially 
hazardous because of its ability to easily 
warm to a vigorous boil, forming a flam-
mable gas cloud that can erupt into an 
unquenchable fire. A 1944 explosion in 
Cleveland killed more than 100 people 
after liquefied natural gas from an East 
Ohio Gas Co. storage tank seeped into the 
city’s sewer system and ignited, leveling 
homes and businesses across several city 
blocks, he said.

However, supporters of rail transport 
stress that natural gas dissipates rapidly 
and has such a narrow ignition window it 
is only able to ignite when mixed with air 
at a ratio of about 5 to 15 percent, unlike 
other flammable materials carried by 
rail. LNG won’t dissolve in water and, if 
spilled, generally evaporates, leaving no 
residue behind.

“It’s really hard to even get it to 
ignite to begin with in a gaseous format, 
let alone in a liquid format,” the Center 
for Liquefied Natural Gas’s Riedl said.

The Association of American Rail-
roads emphasizes that LNG is “similar in 
all relevant properties to other hazardous 
materials that are currently authorized 
to be transported by rail.” Besides crude 
oil, hydrogen chloride and other liquefied 
gases are now widely transported over 
American train tracks. GM talks with Amazon-backed 

electric truckmaker may be dead
Talks between General Motors Co. 

and electric-vehicle startup Rivian Auto-
motive Inc. about the largest U.S. car-
maker buying an equity stake have reached 
an impasse and may be dead, people famil-
iar with the matter said.

GM had negotiated potentially taking 
a stake in Rivian and forging a partner-
ship that may have helped the Plymouth, 
Michigan-based startup bring fully elec-
tric trucks and SUVs to market faster. 
GM was widely expected to become a 
strategic investor alongside Amazon.com 
Inc., which in February led a $700 million 
equity raise by the closely held company.

Discussions ended in the past two 
weeks, with Rivian founder R.J. Scaringe 
wanting to keep his options open, said 
one of the people. Rivian has had several 
other potential suitors take a look, the 
person said. If GM can’t find a way to res-
urrect a deal, the automaker will continue 
developing its own electric pickup truck, 
which is in early stages of development.

A deal would have contributed to both 
sides achieving key goals. GM would be 
able to introduce an electric pickup quicker 
than it could with its own internal engi-
neering, and Rivian would benefit from the 

larger automaker’s manufacturing prowess 
and global purchasing muscle.

Under Scaringe, Rivian has devel-
oped a platform it says can be used as 
the base battery and electric-drive system 
for full-size pickups or SUVs. GM was 
interested because its own next-genera-
tion electric vehicle and battery system is 
designed for small and mid-size cars and 
crossover SUVs.

In a February interview, Scaringe, 36, 
said he wants to sell Rivian’s technology 
to multiple players. The startup is look-
ing to expand its capital base for the next 
development phase after delivering its 
first vehicles next year. It has raised about 
$1.15 billion so far.

Scaringe said Rivian wasn’t in dire 
need of funds because backers led by 
Japan’s Sumitomo Corp. and Saudi auto 
distributor Abdul Latif Jameel Ltd. are 
fully committed to seeing the company 
succeed.

The startup’s battery-powered R1T 
pickup and R1S sport utility vehicle 
concepts drew rave reviews at the Los 
Angeles Auto Show in November and are 
expected to deliver as much as 400 miles 
of driving range.

Cars, planes and ships buck 
EU’s trend for lower pollution

Pollution from transport in Europe is 
rising, data released recently show, put-
ting the industry in the spotlight for tighter 
restrictions as policymakers struggle to rein 
in the pollutants damaging the atmosphere.

Transport is the only industry not to 
contribute to a 22 percent drop in carbon-
dioxide emissions since 1990, the European 
Union said. By contrast, pollution from 
supplying energy fell 32 percent over that 
period, the most marked decline.

The level of discharges from road 
transport increased 20 percent and emis-
sions from international aviation more 
than doubled, according to a report pub-
lished by the European Commission.

“In the transport sector, energy con-
sumption and emissions decreased between 
2007 and 2013, but are now roughly back 
at 2005 levels,” the commission said. “The 
positive impact of efficiency policies has 
been outweighed by increased transport 
activity, and low-capacity utilization in 
road-freight transport.”

The EU wants to lead the battle 

against global warming and has tough-
ened goals to reduce greenhouse gases 
blamed for climate change. It intends to 
cut emissions by at least 40 percent by 
2030 compared with 1990 levels. It’s also 
seeking to boost the share of renewable 
energy to 32 percent and increase energy 
efficiency by 32.5 percent.

The EU said it remains at risk of 
missing its energy-efficiency objectives 
for this decade, which call for a saving 
of 20 percent. That’s because energy 
consumption began to increase due to 
weather variations, notably colder years 
2015 and 2016, as well as increased eco-
nomic activity and low oil prices, accord-
ing to the commission.

“We need to intensify efforts to reach 
the 2020 target,” EU Climate and Energy 
Commissioner Miguel Arias Canete said 
in a statement. “Following a gradual 
decrease between 2007 and 2014, energy 
consumption has started to increase in 
recent years, and is now slightly above the 
linear trajectory for the target.”
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berth and ship channel by 2020 taking it 
from 35 feet to 40 feet, Decas said. The 
project is largely funded by a $12.3 million 
TIGER Grant (Transportation Investment 
Generating Economic Recovery) from the 
U.S. Department of Transportation. The 
Port projects that deepening the harbor 
will create over 563 new jobs, $28 million 
in business revenue, $5.8 million in local 
purchases, and $4.6 million in state and 
local taxes.

The Port is partnering with Marine 
Advanced System & Technology (MAST), 
the U.S. Navy, Matter Labs and the Eco-
nomic Development Collaborative of 
Ventura County on a leading-edge technol-
ogy incubator located at a Port warehouse: 
“They have a 3D printer that can be used 
to develop components for the Port as well 
as a number of other projects that we see 
fostering new economic development and 
jobs in Ventura County,” Decas said.

The annual MAST Expo on April 10th 
is a collaborative event that brings together 
leading tech innovators, entrepreneurs and 
customers to exhibit their cutting-edge 
technologies and to network in a port and 
maritime environment. STEM students are 
exposed to leading companies and dem-
onstrations to spark the next generation of 
leaders. Decas praised the contribution of 
Erick Matter, founder of MatterLabs, who 
helped spearhead the collaboration. 

The Port’s website notes that Matter 
is “A Silicon Valley native, he founded 
Higher Standard Solutions – a Strategic 
Technology company and led the company 
to steady profitability starting from the first 
year and continues to provide solutions 
to some of the biggest companies in the 
world. He has since founded, managed and 
driven countless startups to success.

Decas said “sea level rise is a hot topic” 
and the Port is very focused on protecting 
Port facilities from sea level rise.

public investment.

the asian ConneCtion

For the NWSA the Terminal 5 proj-
ect is about keeping their Asian connec-
tion open. It takes only a cursory glance 
at the NWSA’s stats to understand the 
importance of Asia, especially North 
Asia, to the port alliance and Washington 
State itself. For example, in 2018 Asia-
Pacific accounted for over $70 billion 
in freight (inbound/outbound) or about 
91% of the total dollar value of the ocean 
cargo handled by NWSA. China was 
both the top inbound at just over $30 bil-

lion and top outbound at $3.3 billion fol-
lowed by Japan at $12.4 billion and $3.2 
billion and South Korea at $3.18 billion 
and $2.23 billion.

Drilling down to China itself, in terms 
of volume the NWSA handled 924,210 
TEUs inbound and outbound 168,770 
TEUs. A typical gateway inbound imbal-
ance. However, the case with Japan is a 
little different with 98,751 inbound boxes 
as compared to 173,025 outbound. 

It all adds up to a very large stake in 
the North Asia trade and especially with 
China, Japan and South Korea, making 
Terminal 5’s $300 investment look like 
money well spent.

(KEY – continued from page 17)

Proposed US auto tariffs would 
have a significant negative impact 
on key East-West trade routes

Key US ports, leading global con-
tainer lines and specialist car carriers will 
all be adversely impacted should the pro-
posed US auto tariffs be implemented in 
the second quarter of 2019, according to 
an impact analysis published by global 
shipping consultancy Drewry.

“In our analysis we assume tariffs 
will be imposed in 2Q19 (mid-May) and 
that US importers will start passing extra 
costs to consumers and supply chain stake-
holders by 4Q19,” said Neil Davidson, 
Drewry’s senior analyst for ports and ter-
minals. “We also assume some US import-
ers will absorb all or part of the extra cost, 
while others will delay their decision and 
that some foreign finished vehicle produc-
ers may lower their prices to protect sales.”

The study explored the impact of 
three different tariff scenarios; a low-
intensity scenario with 5% tariffs imposed 
on all US imports of finished vehicles and 
auto parts, a medium-intensity scenario at 
15% and a high-intensity scenario with 
25% tariffs imposed.

The main findings of the paper are:
• US imports: The volume of US finished 
vehicle and auto parts imports will likely 
be adversely impacted, with the most neg-

ative effect expected between 2020-2021;
• Key US ports: Baltimore, Los Angeles/
Long Beach and the Port of New York/
New Jersey are the US ports most exposed 
to the effects of the US auto tariffs;
• Eastbound Transpacific trade routes: 
With it holding 67% of the eastbound fin-
ished vehicle imports trade, Japan is the 
sourcing country most exposed to tariffs. 
China is most exposed to the auto parts 
tariffs, holding 61% of the eastbound auto 
parts imports trade;
• Westbound Transatlantic trade route: 
Germany is the sourcing country most 
exposed to the Trump auto tariffs as it 
holds 63% of the westbound finished 
vehicle imports trade, and 78% of the 
westbound auto parts westbound trade;
• Car carrier sector: With it already suffering 
from overcapacity, the finished vehicle ship-
ping sector is particularly vulnerable and 
will naturally be negatively affected.

The auto industry is a globalized and 
heavily interlinked industry with a com-
plex supply chain. Any level of artificial 
cost imposition is likely to have a myriad 
of consequences, both intended and unin-
tended, for stakeholders operating in the 
key East-West trade routes. 

to identify appropriate legislative and behav-
ioral change that will improve safety and 
certainty of outcome.”

A primary concern is the problem of 
mis-declared dangerous goods, with some 
sources suggesting that container fires 
occur on a weekly basis and that a major 
container cargo fire engulfs a ship at sea 
on average once every 60 days. Such inci-
dents are costing seafarer lives, result in 
loss and damage to goods and ships run-
ning into hundreds of millions of dollars, 
impact the environment and are signifi-
cantly disrupting supply chains serving 
markets throughout the world.

TT Club has analysed data pertaining 
to such losses and contributed the aggre-
gated experiences of those it insures, car-
riers, forwarders, ports, terminals and 

cargo owners, to help inform the cargo 
handling trade association, ICHCA, 
which benefits from consultative status at 
IMO, in its submissions to CCC.

There are both general and specific 
issues addressed in these submissions, which 
are intended to urge the committee mem-
bers to propose positive action. Storrs-Fox 
emphasizes just two of the more urgent ini-
tiatives required, “Reports by IMO member 
states of container inspections are woefully 
few; just seven countries submitting reports 
this year. TT Club and ICHCA have submit-
ted details of the Top 10 commodities that 
may lead or have led to incidents – not all 
of which are classified as dangerous goods. 
Understanding in detail the parameters in 
force for the various stakeholders involved 
with such cargoes should inform how 
advances in safety can be achieved.”

(SAFETY – continued from page 9)
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