
The Panama Canal …
Revisited!

The “X Factors”
The path between the seas

The much anticipated opening of the expanded Panama Canal took 
place June 26, 2016, followed by the arrival in the Port of New York 
and New Jersey on July 8, 2016, of the first Neopanamax vessel to 
transit the all-water Pacific-Atlantic route from North Asia to the U.S. 
East Coast. This event has been called a potential game changer. 
We were interested in taking another look at it, not solely from our 
perspective but from the perspective of those potentially the most 
impacted: the U.S. East Coast ports. 

The Panama Canal is considered one of the modern wonders of the 
world and is chock-full of history. David McCullough’s National Book 
Award–winning novel The Path Between the Seas tells the story 
best. If you have not read it yet, please do. It is fantastic.

Originally opened for business in 1914, the canal has recently been 
undergoing a 10-year, $5 billion-plus “facelift.” In a nutshell, this work 
will allow the canal to transit bigger ships that can carry nearly three 
times as much cargo. Although the canal is rich in history, the focus 
of this paper is the future of the Panama Canal, not its past.
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So what’s going on
and why should I care?

The expansion project was planned to be completed in 2014 to coincide with the 100-year anniversary of the canal’s original opening.  
The date was pushed back because of various delays in construction. The expanded canal is now open for business.

The Panamanian government has spent billions of dollars on 
the completion of a new set of locks, dredging and other needed 
infrastructure enhancements that will allow the canal to accept 
larger, heavier ocean vessels (in shipping lingo that means greater 
draft and beam), which haul a variety of cargo ranging from liquid 
bulk like petroleum and refined products, to dry and break bulk 
like grain and steel coils, from vehicles and industrial equipment 
(referred to as project cargo), to containerized freight. Across all 
types of cargo and even in the cruise industry, larger ships are 
being designed, built and delivered. The trend in the ocean carrier 
shipping business is bigger and bigger ships as they are more 
efficient and cost-effective. The current locks constrain the canal in 
terms of the size of ship that can transit. To keep things simple, we 
are focusing on container ships here. 

The canal is the Panamanian government’s biggest source of 
income by far. On average, approximately 50 ships pass through 
the canal on any given day. Although a wide variety of cargo types 
transit the canal, our focus here is on containerized freight. The 
cost of the toll depends on different factors, such as the number 
of containers and/or slots on the ship as well as the frequency 
with which the ocean carrier uses the canal. However, to give you 
an idea, a one-way “ticket” to get your ship through the canal can 
be in the $250,000 range. If you find that a hefty toll, consider the 
alternative: you would have to travel as many as 7,000 more miles 
to go around South America. Think of it as a 51-mile paid shortcut.
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For the past hundred years, the maximum capacity of vessels transiting through the Panama Canal was 4,000–5,000 TEU. This project 
now allows the Panama Canal to transit bigger ships. 

The project will allow the Panama Canal to transit bigger ships—as a rule of thumb, those that are two to three times larger than the 
ships it can accommodate today. Larger ships provide much greater economies of scale for the carriers as well as the shippers. 
Transportation of goods is one of the biggest operating costs today; therefore, keeping those costs in check is one of the major objectives 
for any corporate supply chain.

Vessel dimensions by capacity class
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Facts and figures don’t always tell the story or provide a clear indication of potential outcomes. To get more of an insider’s perspective, 
the JLL team met with industry leaders at the Panama Canal and at U.S. East Coast ports.

Pictured left to right: JLL’s National Director of Industrial Research Aaron Ahlburn with Oscar Bazan, Executive VP of the Panama Canal Authority, in Panama City 
and JLL’s Global Supply Chain lead, Rich Thompson on February 23, 2016.

Photo by Canal de Panamá

4 | The Panama Canal … Revisited



Pictured left to right: Chris Gullickson, Laura Godbolt, Russ Held, Erin Corrie, Port Director John Reinhart, Aaron Ouellette, Russell Young, Gregg Christoffersen, and Rich 
Thompson (at left). At right, JLL’s Rich Thompson discussing the impact of the Panama Canal expansion with John Reinhart, CEO/Executive Director, Virginia Port Authority, 
and former CEO of Maersk shipping lines. Both taken in Norfolk, Virginia, January 28, 2016.

Pictured left to right: Walter Kemmsies of 
JLL’s Port, Airport, Global Infrastructure Group, 
meeting with Jim Newsome, CEO of the South 

Carolina Port Authority (Charleston).

Ocean shipping is one of the least expensive modes of transportation as compared with air freight or trucking, and 
soon, with the ability to get twice and perhaps thrice as much product on one ship, the big question is “Will it become even more compelling to 
serve the East Coast population centers of the United States via the all-water mode with the expanded canal?”

Our thought process here includes not just the freight cost 
differentials of alternative routes but also the inventory time cost 
and value of faster access to cargo. After all, not all imported 
goods are alike.

Shippers seeking to reduce their environmental footprint may 
also have an interest in a Panama Canal route. According to 
the Panama Canal Authority, there is a benefit of “CO2 emission 
reduction in the planet as a result of the Panama Canal route.” 
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The Panama Canal’s expansion has been the subject of great discussion and very interesting debate, especially within the

supply chain community. It is JLL’s point of view that in order to be a trusted business advisor to our 
corporate clients, investors and developers on industrial real estate–plants, warehouses and 
distribution centers–it is critical that we understand the supply chain implications, as they
make up the vast majority of the operating costs associated with running those assets.
Therefore, understanding the impact that the expanded Panama Canal may have on corporate supply chains is of great interest.

Pictured left to right: At left, Curtis Foltz, Cliff Pyron, and John Petrino of the Georgia Ports Authority meeting with JLL in Savannah. At right, JLL’s Steve Grable 
(Industrial Services Atlanta) and Rich Thompson with Curtis Foltz, Executive Director of the Georgia Ports Authority. Both pictures were taken January 27, 2016.
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There are many points of view as to the potential impact the expanded canal will have on the supply chain networks and their
associated footprints. Within the United States, there is also varying opinion about the impact the expanded canal will have on West 
Coast versus East Coast port volumes and market share impact. For one thing, ocean carriers have been taking delivery of a large 
amount of post-Panamax vessels since 2012 and to deploy them, they have rerouted some of the services from North Asia that 
normally transit the Panama Canal to the Suez Canal.

Some see the expanded canal as a potential game-changer for the supply chain. Others do not. Only time will tell. However, to gain 
additional perspective into the potential impact of the expanded Panama Canal to our clients, a JLL team invested the time to meet 
face-to-face with the executive management teams of the largest ports on the U.S. East Coast as well as with the Panama Canal 
Authority. This report shares what we are calling the major “X Factors” that influence the outcomes of the expanded canal’s impact.

• Future price changes for tolls and port wharfage and
 dockage charges.
• Ocean carrier decisions about vessel rotations, ports
 call schedules, steaming speed, structure of vessel sharing
 alliances and industry consolidation, as well as impacts
 of fuel costs.
• Port and container terminal ability to service larger vessels.
• Congestion impacts at or near ports’ gates.
• Inland freight movement costs: changes in rail freight rates,
 truck rates and ability to meet shipper demands, equipment
 (chassis and containers) availability and dwell charges.

• Importers’ choices of sourcing locations (China versus India
versus Central America) and investments in large international 
distribution centers versus use of smaller distribution centers 
closer to end markets.

• Availability of suitable locations for distribution centers,
 warehouses and value-added activities.
• Game-changers such as free trade agreements, environmental

policies, government funding priorities (particularly where 
port infrastructure investment is concerned but also roadways 
and rail connections), as well as public policies at the federal, 
state and local levels. Ports are also impacted by incentives 
and disincentives from the public sector.

The “X Factors”

Pictured left to right: At the Port of Miami, Eric Olafson, Steve Wasserman (JLL Industrial Team South Florida), Kevin Lynskey, Rich Thompson, and Les Pantin  
(at left). At the Port of Jacksonville, Dave Kaufman, Luke Pope (JLL Industrial Team Jacksonville), Rich Thompson, and Brian Taylor, CEO of JAXPORT (at right).

Any forecast of how freight flow patterns will eventually pan out after completion of the Panama Canal expansion requires predicting 
the unpredictable. The “X Factors” that will influence the expanded canal’s impact on supply chain flows includes: 
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The expanded Panama Canal changes the logistics options for 
importers, but one size does not fit all. JLL is actively involved 
in discussions with importers that are reviewing their networks 
and the various options available to them. As pointed out, the 
analysis is complex because it includes breaking down the 
cost components of freight movement, estimating the impacts 
of network configuration on inventory costs and other time-
sensitive issues such as shelf life, equipment availability, potential 
congestion issues and the host of variables that go into the 
identification of suitable sites that a distribution network comprises. 

While working to develop an optimal distribution network strategy, 
it is also important to consider alternative operating scenarios. The 
only constant driving supply chain management is change. Beyond 
testing the efficiency of a distribution network under various 
assumptions regarding fuel costs and infrastructure improvements, 
it is also helpful to understand what freight movement industry 
leaders expect and are trying to achieve.

Only time will tell what impact the expanded Panama Canal will have on corporate supply chain 
networks; however, one thing is perfectly clear. As long as the world continues to spin, global 
trade, enabled primarily by ocean shipping, will continue to expand and evolve. Larger ships will 
provide much greater economies of scale, making ocean shipping an even more cost-effective 
mode of transportation.

Let’s not forget. Global trade and supply chain management are all about getting products to 
consumers in the most efficient and effective way. It is all about time, money and reliability. 

Ocean shipping through the Panama Canal will not be the answer for all products; however, when 
companies are looking for a reliable, cost-effective solution, this will be part of the strategy. 
 
As long as two-thirds of the population of the United States resides east of the Mississippi, the big investments being made in all of the East 
Coast ports as well as the multibillion-dollar Panama Canal expansion project are essential and will no doubt result in significant benefits and 
returns on investment. 

Companies that have 
significant business 
associated with importing 
and/or exporting should 
seek to minimize their 
risk and diversify their 
shipping options by 
having facilities on both 
the East and West Coast.

Conclusion


