
To say there has been a lot of change in 
the shipping industry recently would be a 
monumental understatement. The scale and 
pace at which shipping consolidation is taking 
place is unprecedented. In a period of less 
than three years, the global roster of shipping 
lines will have effectively shrunk from 20 to 13. 
This is the result of six announced or executed 
mergers and acquisitions, the collapse of the 
world’s seventh largest shipping line and 
the emergence of a new entrant. During 
the same time period, the make-up of the 
vessel sharing alliances also changed. The 
previous 2M, CKYHE, Ocean Three and G6 
alliances gave way to the latest iteration, 
2M+H, Ocean Alliance and THE Alliance. And, 
just as service deployments under the new 
alliance structure set sail, the three Japanese 
lines — K Line, MOL and NYK — revealed 
the organizational structure of their newly 
integrated container line operation under 
the Ocean Network Express brand, which will 
operate as a member of THE Alliance. Only 
weeks later, COSCO announced its plan to 
acquire fellow Ocean Alliance member OOCL. 
And, notwithstanding all of this change in so 
little time, there is no reason to believe this is 
the end of consolidation.

NEW ALLIANCES DEPLOY NEW SERVICES
Meanwhile, service strings under the new 
alliance configuration have been put in 
place. Aside from a few operational issues, 
shipping lines transitioned to the new vessel 
alliance scheme with relative ease. This was 
the experience at the Port of Long Beach, 
where the new alliance structure sent three 
additional services to Long Beach terminals, 
adding more than one million TEUs on an 
annualized basis. This move also continued 
the trend toward fewer calls as the new 
alliances have also consolidated services. As 
the average vessel size has increased by 25% 
in the last five years, the number of vessel 
calls has dropped by at least 30%. It was just 
two years ago that CMA CGM’s 18,000-TEU 
vessel Benjamin Franklin made its maiden 
voyage to Southern California, setting a new 
milestone for North America. And, although 
18,000-TEU vessels calls are not routine yet, 
US West Coast ports have demonstrated 
their ability to handle these massive ships. 

Economics are driving these massive 
changes. The liner shipping industry has 
either spent or committed $45 billion on 
mega vessels (10,000-TEU and larger) since 
2005. This heavy investment will only pay off 

if the slots on these vessels are maximized. 
The combination of overcapacity and non-
compensatory freight rates seen in recent 
years has forced liner shipping companies 
to consolidate, reconfigure alliances and 
combine services. And this is only one 
segment of the marine supply chain. 

SUPPLY CHAIN  DISRUPTION 
Ask any retailer and they will tell you that the 
emergence of e-commerce is disrupting the 
industry and their business models. Cargo 
owners — big and small — are working 
around the clock to recalibrate their supply 
chains. They are looking for innovative 
solutions to balance the growing needs of 
e-commerce and their ability to fulfill orders 
efficiently and cost-effectively. Striking the 
balance between brick and mortar and 
e-commerce fulfillment has not proven 
easy, and it is complicated by the actions 
of major disruptors such as Amazon, which 
is redefining traditional boundaries via 
vertical integration and by penetrating non-
traditional markets. This has been met by 
bold actions by other major retailers, which 
collectively are investing billions of dollars to 
compete for e-commerce sales in an effort 
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to protect their market share. The need for 
speed, precision and reliability has never 
been more important as retailers have 
raised the bar by offering premium services 
to consumers such as same-day service 
delivery. Having enough inventory on 
store shelves or in the distribution center 
requires a sophisticated supply chain that is 
predictable, visible, flexible and fast.

TIME IS MONEY
Inventory management has never been 
more critical to a retailer’s business model. 
Precision and timing make the difference in 
dollars and cents. For retailers, time literally 
is money. Products that don’t make it to 
market in time cost profits. At Long Beach, 
our value proposition is our short transit 
time from Asia to key US markets such as 
Chicago, Columbus and Memphis. But we 
also know that in order for cargo owners 
to be successful, operations at the port 
have to be optimized. This means reducing 
container dwell time and truck turn times 
and improving vessel productivity. 

For the entire supply chain to benefit 
from the efficiencies of mega vessels and 
slot-sharing alliances, ports must implement 
innovative strategies to gain efficiencies. This 
turns the focus to ports and terminals.

THE GREEN PORT OF THE FUTURE
The Port of Long Beach is investing US$4 
billion this decade to upgrade infrastructure, 
modernize terminals and optimize rail 
capacity. The centerpiece of our $4 billion 
capital investment program is Middle Harbor, 
a terminal modernization project that 
combines two aging piers into one mega 
terminal. The new home of Long Beach 
Container Terminal (LBCT), which is 66% 
complete and on track for full build-out by 
2020, takes terminal efficiency to a new level. 
This massive terminal will have the annual 
throughput capacity of 3.3 million TEU (by 
itself, equivalent to America’s fourth largest 
port). At full build-out, LBCT will be able to 
handle up to 21,000 TEU ships at three berths 
utilizing the tallest and most efficient ship-to-
shore cranes in the Western Hemisphere. 

Phase one went live in 2016 and, already, 
this operation is raising the bar. By offering 
trucking companies the opportunity to 
make appointments for dual transactions, 
containers can be dropped off and picked up 
during the same trip. In fact, the average turn 
time for trucks at LBCT is consistently below 
40 minutes, which is 30 minutes less than the 
average turn time for the complex. And, for 
this, LBCT was recently awarded the Terminal 
Recognition Award by the Harbor Trucking 
Association. 

Beyond its operational advantages, this 
terminal will also raise the bar in the area 
of sustainability. LBCT is on track to become 
the greenest terminal operation in North 

America, using the most technologically 
advanced equipment, while maintaining a 
goal of zero emissions. 

So, when it comes to terminal efficiency, 
LBCT is a model of where the industry may 
be headed and what is needed to meet the 
new requirements of predictability, visibility, 
flexibility, speed and precision. This terminal 
will also position the Port of Long Beach to 
compete commercially in the era of mega 
vessel alliances today and in the years ahead. 

CUSTOMER SERVICE 
The quest for efficiency is an evolving 
and ongoing process at the Port of 
Long Beach. At the heart of our quest 
is customer service, which has been a 
hallmark of Long Beach for decades. In 
fact, earlier this year, Long Beach was 
awarded “Best Seaport in North America” 
for the 19th time in the last 22 years at the 
Asian Freight, Logistics and Supply Chain 
Awards. Upgrading, modernizing and 
expanding facilities and infrastructure 
is just one piece of the equation, just as 
is investing in bigger ships. In order to 
maximize the value of these investments, 
world-class service has to be at the core. 

When larger ships started calling US 
West Coast ports a few years ago, the 
the conversation quickly shifted from our 
ability to accommodate them to our ability 
to turn vessels around rapidly, efficiently 
and safely. As shipping lines have upsized 
and consolidated services, they need 
terminals to turn the ships around as 
quickly as possible. This continues to 
be our focus, working hand-in-hand 
with our industry partners. Customer 
service is the result of a supply chain 
that is communicating, collaborating and 
sharing the same commitment to service.

In Long Beach, our container terminals 
are constantly pushing the envelope, 
looking for ways to innovate and improve 
operations. Whether it’s free flow, truck 
pooling, appointment systems, chassis 

pools or on-dock rail, each of these 
are efforts in a broader quest for new 
efficiencies. As long as we continue to 
share this value and commitment, the 
cargo will continue to come. In 2017, 
we have already reached new cargo 
milestones: the best “May” on record 
and, in July, 2017 we set a new record for 
a single month, more than 720,000 TEU. 
The old adage was: build it and they will 
come. Today, it’s build it and offer world-
class service, and they will come. 

Long Beach Container Terminal (LBCT) unloading its first vessel
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