
If there is one lesson learned by the 
catastrophic global events recently, it’s 
that “just-in-case” scenarios trump “just-

in-time” imperatives. Japan’s earthquake, 
continued political unrest in the Middle East, 
and wild world currency fluctuations have 
shippers hedging their bets these days—and 
that includes domestic seaport selection.

Even on the West Coast, mega-ports in 
San Pedro, the San Francisco Bay, and the 
Puget Sound face daunting competition from 
a foreign gateway to the north. According to 

Peter Gatti, executive vice president of the 
National Industrial Transportation League 
(NITL), British Columbia’s Prince Rupert is 
becoming the favored gateway for many of 
the League’s members sourcing goods from 
the Far East.

“It is a day’s shorter transit time,” Gatti 
notes, “and they don’t have the labor prob-
lems U.S. ports have.” But the real advan-
tage, he adds, is the rail link provided by 
CN that not only feeds across the continent, 
but also down into Kansas City. “Canada 
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has clearly been investing in the 
port’s infrastructure.”

Infrastructure, or rather the lack 
thereof, is also a key growth indica-
tor for Richard Thompson, ex-
ecutive vice president of the global 
supply chain practice for Jones Lang 
LaSalle. He maintains that “con-
nectivity” will be the watchword for 
U.S. ports in the future.

“Given the current energy 
picture, shippers are becoming ever 
more reliant on rail and intermo-
dal,” says Thompson. “That means 
that the ports will be concentrating 
on on-dock or near-dock rail service 
and the DCs to support intermodal 
transfer. This kind of connectivity 
softens risk as well.” 

Thompson’s recent research 
suggests that shippers are slowly 
reconfiguring their supply chains 
to become less dependent on West 
Coast ports. With California’s 
economy in tatters, raising capital to 
improve infrastructure in that state 
alone has been daunting.

Three of the nation’s top 10 
ports—Los Angeles, Long Beach, and 
Oakland—are constantly seeking new 
ways to maintain existing “connectiv-
ity” and build for the future. But as 
we’re finding, all of our nation’s ports 
are struggling with similar funding 
challenges. 

What does this mean for shippers? 
Thompson explains: “All the multi-
nationals are trying to get locked into 
long-term contracts with specific ocean 
carriers. And if the carriers are call-
ing ports that can’t meet all the inland 
distributions needs, the shipper is out 
of luck.”

Consequently, ports are more intent 
than ever to keep both carriers and ship-
pers happy—but to do that they need to 
find the proper investment capital.

In search of funding
Witness last month’s biennial Port 

Administration and Legal Issues Semi-
nar in San Francisco sponsored by the 
American Association of Port Au-
thorities. The event featured an in-depth 
discussion on port funding and public 
finance management. While many paths 
can be taken toward achieving a financ-
ing goal, most speakers advise a “go 
slow” approach for port administrators.

“It’s crucial that one set priorities 
with all the port stakeholders before 
moving forward,” says Karl Pan, chief 
financial officer for the Port of Los An-
geles. “Before getting started, make sure 
you understand the risks and whether 
you’re staffed with the administrative 
skill sets to the get the job done.”

According to Pan, interest costs are 
not the only concern ports should have 
when borrowing money. There are debt 
service reserve fees, financial covenants, 
and unique reporting requirements.

“So when you’re trying to sell your 

plan to a Board,” he says, “it’s im-
portant to avoid financial jargon.” 
Pan also insists that complete trans-
parency be provided in any presen-
tation, as “there is no place to hide.” 
Given the economies of scale that 
most ports are now under, financial 
advisors are “a must” says Pan.

Jessica Soltz Rudd, senior direc-
tor with Frasca & Associates, LLC, 
concurs, noting that advisors can 
help ports navigate the intricacies 
of the financial marketplace.

“Back in the ‘go-go ’90s’ ports 
were bringing in so much cargo 
that money for expansion was a 
given,” she says. “The growth mul-
tiples were three times or more each 
year; and given the capital intensive 
nature of port operations, money 
was not that hard to raise.”

But in the wake of a severe 
recession, and with consumer con-
fidence now just beginning to gain 
traction, ports are under pressure 
to justify investment before trying 
to raise cash. “Even with a bond 
rating like the one Los Angeles has 

it’s not an easy thing to do,” says Sotlz 
Rudd. “And once you get the funding, 
it’s important to stay on your guard, and 
remain proactive. You are only as good 
as your credit.”

Industry analysts say that there’s been 
a direct correlation between capital in-
vestment in port infrastructure, and the 
volume growth at those load centers. 

Zepol Corporation—a leading trade 
data and market intelligence company 
specializing in ocean cargo data—notes 
that there’s been a shift in share over 
the past year. “Long Beach and Los 
Angeles lost a combined 4 percent and 
14 percent, respectively,” says Zepol’s 
president, Paul Rasmussen. “East Coast 
ports are picking up this traffic. New 
York/New Jersey and Houston were the 
biggest winners on the container front 
in the past two years.” 

Meanwhile, Houston increased its 
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U.S. Port Ranking for Q1, 2011
Rank US_Port TEU

1 Los Angeles, CA 928,348 

2 Long Beach, CA 692,036 

3 Newark/New York 646,621 

4 Savannah, GA 262,629 

5 Seattle, WA  203,656 

6 Norfolk, VA  182,411 

7 Oakland, CA  176,597 

8 Charleston, SC  140,984 

9 Houston, TX  140,376 

10 Tacoma, WA  108,666 

11 Miami, FL  89,647 

12 Port Everglades, FL  84,629 

13 Baltimore, MD  73,267 

14 Philadelphia, PA  38,049 

15 San Juan, PR  36,269 

16 Wilmington, DE  36,106 

17 Wilmington, NC  31,168 

18 Gulfport, MS  27,084 

19 Jacksonville, FL  26,273 

20 Boston, MA  24,141 

Other 125,028

Total 4,073,987
Source: Zepol
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throughput by 31 percent over 2010, 
and other lower volume ports increased 
their market share, as well. Earlier this 
year, Houston opened the Cargo Bay 
Road truck entrance with considerable 
fanfare. Presently, trucks transport about 
75 percent of the port’s inbound and 
outbound cargo. 

Houston City Council member 
James Rodriguez, whose District I 
includes several Port Authority opera-
tional facilities, notes that the new truck 
entrance will help improve traffic flow 
with three inbound and two outbound 
lanes. “It will be open around the clock 
and staffed by contract security person-
nel,” says Rodriguez. 

Investment paying off
Houston is not the only “mid-tier” 
port investing in its future, says Zepol’s 
president. “Port Everglades, Miami, 
New Orleans, and Baltimore, all ports 
that invested recently, all saw significant 
percentage increases in TEU volumes 

versus 2010,” he says. 
Ongoing capital improvements, 

including widening and deepening of its 
entrance channel and waterways, ensure 
that Port Everglades will have the ability 
to handle future growth in container 
traffic, say officials there.

“We have been saying for years that 

cargo ships are getting larger and more 
efficient,” says Port Everglades’ executive 
director Phil Allen. “Our 20-year master 
plan recognizes that Port Everglades will 
need to widen and deepen its chan-
nels to handle fully loaded ships of the 
current generation and even larger ships 
once the Panama Canal expansion is 

Oakland was ranked 7th on Zepol’s Top 20 list for the first quarter of 2011. 
Like Los Angeles and Long Beach to the south, the California ports are 
constantly seeking new ways to maintain existing “connectivity” and build 
for the future.

Many shipping industry insiders were 
caught off guard when Richard Steinke an-
nounced his intention to retire as executive 
director of the Port of Long Beach last April. 
Even port staffers were surprised.

“He (Steinke) is such a young man,” says 
spokesman Art Wong. “And we really hoped 
that he would be with us for a long time. 
Ideally…forever.”

Wong adds that a national search for a 
new director is now underway. An executive 
recruiting firm might be part of the plan, he 
says, as well as internal resources.

The outpouring of industry regret suggests 
that this will be a daunting proposition.

“Dick is an extremely thoughtful and 
knowledgeable leader,” says John McLau-
ren, president of the Pacific Merchant 
Shipping Association. “He will be missed 
in many ways but, most of all, he will be 
missed for his strength of character.”

McLauren adds that Steinke’s “even keel, 
common sense, personality, and manage-
ment style served the port and city of Long 
Beach extremely well.”

Kurt Nagle, president and CEO of the 
American Association of Port Authorities, 
notes that Steinke is a “strong and recog-
nized voice” for the critical role that ports 
play in our economy, as well as a leader in 
the ports’ role in environmental enhance-
ments and sustainable port development 
and operations.  

At the same time, there is concern within 
the shipping community that Steinke’s 
departure would create a vacuum where 
organized labor may seek an advantage.

“The Teamsters have been trying to 
organize truckers down there without much 
success,” says Dave Enberg, a board mem-
ber of the Pacific Transportation Association. 
“This was in large part due to Steinke’s 
resistance to the idea.”

Amid all the doom and gloom about the 
flight of freight from the West Coast comes 
news that the nation’s largest ocean cargo 
gateway is moving forward with its strategic 
plans for expansion.

China Shipping has completed a major 
phase of its terminal expansion project at 

the Port of Los Angeles, adding a new 925-
foot section of wharf, 18 additional acres of 
backland and four new container cranes that 
will increase cargo throughput.

“This allows for the berthing of two ships 
simultaneously and positively positions 
China Shipping and the port for considerable 
growth opportunities,” says the carrier’s 
chairman, Li Shaode. 

As part of the latest improvements, 
an access bridge was also constructed 
between China Shipping and Yang Ming for 
truck movement of cargo between the two 
terminals. Over the next three years, 375 
feet of additional wharf space will be added, 
along with more backland space that will 
eventually double the size of China Shipping 
to 142 acres.

When completed, China Shipping’s 
expanded terminal operations will increase 
container terminal capacity to accommodate 
an annual throughput of 1.5 million TEUs 
(twenty-foot equivalent units). China Ship-
ping plans to install two additional super 
Post-Panamax cranes after the final wharf 
expansion is completed, bringing the total 
crane count to 10.

Don’t count California out just yet
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completed in 2014.”   
Meanwhile, Florida’s Governor Rick 

Scott asked the Department of Trans-
portation to allocate $77 million to the 
Port of Miami to deepen the channel to 
minus 50 feet so larger ships can gain 
access to the port.  

“This is a solid first step toward 
enhancing Florida’s infrastructure and 
getting our state ready for a new genera-
tion of international trade with South 
America and beyond,” says Scott. “There 
are a number of worthy infrastructure 
projects that deserve our attention, and 
as Floridians, we know best where our 
resources should be focused.”

As LM has reported in the recent 
past, the Port of New Orleans is also 
continuing with its expansion—particu-
larly in regard to greater hemispheric 
trade with Latin America.

In the past 10 years, the port has 
invested more than $400 million in 
new facilities. Improved breakbulk and 
container terminals feature modern, 
multipurpose cranes, expanded marshal-
ling yards, and a new roadway to handle 
truck traffic. 

The Port Authority of New York and 
New Jersey has started the engineering 
and design work for a project to “Raise the 
Roadway” of the Bayonne Bridge. This 
unique alternative to dredging is designed 
to accommodate larger ships after the 

Panama Canal upgrades are completed. 
The authority, which is continuing 

the development of the Global Con-
tainer Terminal in Jersey City to accom-
modate future growth, is also upgrad-
ing and expanding the capacity of the 
cross-harbor rail float barge operation 
between Brooklyn and Jersey City. Plans 
are on the books to also develop the 

Greenville Yards in Jersey City.
However, the limited increase in rev-

enue to the NY/NJ Port Authority gener-
ated by the increase in cargo volumes does 
not cover the costs of the port’s annual state 
of good repair—nor does it cover all of the 

capital improvements needed to maintain 
the port’s competitive position.

“In this economic environment, the 
competition for port business is fierce,” 
says Chris Ward the NY/NJ port author-
ity’s executive director. “That is why we 
continue to take steps with our industry 
partners to improve our position.”

Despite the extremely competitive 

environment among ports on the East 
Coast, NY/NJ remains the largest ocean 
cargo gateway there, and the third 
largest in the United States behind Los 
Angeles and Long Beach. The port 
handles approximately 31 percent of all 
East Coast cargo. 

But while much of that cargo is 
headed to the immediate region, more 
than 20 percent of the cargo is destined 
for locations that can be served by other 
ports. “This discretionary cargo is part of 
a highly competitive market that every 
port in the U.S. and Canada seeks,” says 
Ward. “To meet the challenges of future 
growth, the we will invest $283 mil-
lion in 2011 to upgrade the port road 
network, enhance the existing Express-
Rail system, and continue its program 
to deepen the port’s channels to 50 feet.”

—Patrick Burnson is Executive Editor 
of Logistics Management

Seattle was ranked 5th on Zepol’s Top 20 list for the first quarter of 2011. 
And while the port is doing well, it’s facing daunting competition from a 
foreign gateway to the north.

“In this economic environment, the competition for port 

business is fierce. That is why we continue to take steps with 

our industry partners to improve our position.”

–Chris Ward, Executive Director, NY/NJ port authority 
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