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SUMMARY 

When the Panama Canal opened in 1914, it revolutionized 

shipping, dramatically cutting the amount of time it took to ship 

goods to North American and South American ports, both east and 

west. But as trade between the Americas and Asia grew in the 

20th century, the engineering marvel known as the Panama Canal 

became increasingly obsolete. Massive ships that carried up to 

three times the freight of ships a generation earlier became more 

prevalent in the shipping industry. But these supersize ships were 

too big to navigate the Canal.  

 In 2006, however, the voters of Panama approved a $5 billion 

project to expand and modernize the canal in order to 

accommodate today’s larger cargo ships.1 As when it first opened, 

the Panama Canal once again has the potential to have a 

revolutionary impact on the shipping industry. Indeed, some 

analysts have claimed that the canal expansion will lead to “the 

biggest shift in the freight business since the 1950s, when ocean-

going ships began carrying goods in uniform metal containers.”2 

The canal expansion, expected to be completed in 2015, is 

anticipated to dramatically re-chart American shipping routes, 

especially those to and from Asia, creating new distribution 

patterns and leading to the formation of new logistics hubs.3  

 This Global Lifestyles brief looks at factors driving the 

expansion project and examines some of the possible outcomes of 

expansion, including its likely impact on shipping, intermodal 

transport, imports, and exports. It also looks at some of the unique 

challenges expansion of the Panama Canal may pose and explores 

some of the immediate and long-term business implications. 
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KEY FINDINGS 

 The expansion of the Panama 

Canal to accommodate larger 

container ships beginning in 

2015 will have a significant 

impact on shipping routes and 

distribution centers.  

 East Coast ports in the US are 

expanding in anticipation of 

increased freight traffic to and 

from Asia through the canal.  

 While West Coast ports will likely 

lose some traffic, changing 

maritime patterns will unfold 

slowly.  

Panama Canal Expansion 

FUTURE IMPACTS 
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THE AMBITIOUS EXPANSION PLAN 

The project to expand the Panama Canal, due to be completed by 

2015, will likely have its greatest impact on shipping routes 

between the US and Asia. 

 In 2010, the lion’s share (75%) of Asian imports to the US 

entered the country through West Coast (Pacific) ports.4 If 

ultimately destined for East Coast terminals, these shipments are 

then routed east by “land bridge”—the network of trains and 

trucks that, in tandem with these ships, comprise what is known 

as the “intermodal” system.5 At the first intermodal center, cargo 

is transferred from ships to rail, and then transported across the 

country to other intermodal centers (in Chicago or Kansas City, for 

example), where the freight is transferred to truck for local 

delivery.6 The total time in transit—from Asia to East Coast 

distribution centers—takes about 18 to 22 days: 12 to 14 days on 

ship, and 6 to 8 days on train and/ or truck.7 

 Economies of scale explain why most ships from Asia dock in 

West Coast ports. The most cost-efficient ships used today—ships 

that have twice the holding capacity of older ships—are now too 

large to fit through the Panama Canal (and other routes add a 

week or more to time in transit).  

 To accommodate the growing fleet of megaships, the ACP 

(Autoridad del Canal de Panamá) has undertaken an ambitious 

project for expansion. The project involves the construction of two 

new sets of single-lane locks, one on each side of the canal. The 

expansion will significantly increase the size of the canal’s lock 

chambers: from 965 to 1,400 feet long; from 106 to 180 feet wide; 

and from 39 to 60 feet deep.8 In addition to allowing larger ships 

to traverse the canal, the expansion project will provide greater 

water conservation via the use of water-reutilization basins that 

refill each chamber. This update will allow nearly two-thirds of the 

water emptied from the locks to be recycled by the canal system.9 

DRIVERS OF PANAMA CANAL EXPANSION 

A range of factors is driving the ambitious expansion of the 

Panama Canal to accommodate larger ships. These factors include 

Panama’s economic interests; congestion at the Panama Canal; the 

rising numbers of these larger ships; expanding international 

trade; and growing US exports. 

CONSTRUCTION 

UNDERWAY 

 

The expanded Panama Canal, 

which will accommodate much 

larger cargo ships, is scheduled 

to be ready by 2015. 

– Image: Patrick Denker (Flickr) 
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Panama’s economic interests 

The economy of Panama depends heavily upon traffic through the 

canal—traffic that would increase significantly through expansion. 

According to economist and former Panamanian president Nicolás 

Ardito Barletta, every dollar in canal revenue generates an 

additional $1.27 in the local economy.10 In total, traffic through 

the Panama Canal and related activity accounts for almost 15% of 

Panama’s GDP.11 The Panamanian government also depends on 

activity through the canal—and the ACP anticipates contributing 

$30 billion to Panama’s government between 2015 and 2025—

$8.5 billion more than it would have without expansion.12  

 While the expanded canal is expected to further boost Panama’s 

economy, the expansion itself has already added to its growth. 

Construction and related expansion activity have helped to boost 

the country’s economic growth to 10.6% in 2010 and 10.5% in 

2012, and have helped to reduce unemployment to 4.8% in 2012.14 

Overall, between 2001 and 2011, Panama has doubled its GDP and 

expanded employment by 45%—although only part of this growth 

is attributable to canal traffic and the expansion project.15 

Canal congestion 

The immense growth of global trade in the second half of the 

20th century created lengthy—and costly—traffic jams at both the 

Atlantic and Pacific entrances to the Panama Canal. Ships 

navigating the canal—14,000 every year—carry 280 million tons of 

cargo, which accounts for 5% of the world’s ocean-borne freight.17 

Yet these ships—carrying grain, coal, and computer/ electronics 

products from East Coast ports to Asia, and bringing consumer 

durables and electronics from Asia to American ports on the East 

Coast—are often forced to wait to enter and cross the canal.18 The 

average in-transit time within the canal has climbed from 9 hours 

in 1999 to 13 hours in 2008, but wait time within the canal (to go 

from lock to lock, for example) added significantly to transit time: 

moving from one side of the canal to the other could typically take 

35 hours.19 What’s worse, on most days, dozens of ships wait just 

to get into the canal—delays that can last up to a week or 10 days.20  

 And traffic through the canal is anticipated to grow heavier in 

coming years. In 2010, canal traffic conveyed 5.6 million TEUs 

(twenty-foot equivalent units, the standard size of a shipping 

container); this is expected to jump more than 50% to 8.6 million 

THE DEBT DANGER  

Some economists worry that the 

debt incurred due to the 

expansion project has put 

Panama in economic danger. 

Between 2010 and 2012, 

Panama’s debt grew by 30%. 

This debt could exacerbate any 

economic downturn or hike in 

unemployment—and the Canal 

expansion project alone employs 

more than 10,000 workers (in a 

country with a population of just 

3.6 million).13 

PANAMA’S  

NEW BUSINESS 

The expansion of the Panama 

Canal is making the nation 

increasingly attractive as a major 

distribution center for the Latin 

American market. More than 100 

foreign companies—e.g., Procter 

& Gamble, Hewlett-Packard, 

Adidas, Caterpillar, and L’Oreal—

have transferred their regional 

operations centers to Panama in 

anticipation of the canal 

expansion.16 
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TEUs by 2015.21 And between 2005 and 2025, cargo volume is 

anticipated to double in tonnage.22 The expanded Panama Canal 

will double current capacity, speeding traffic both into and 

through the canal.23 

Expansion of the post-Panamax fleet 

Companies all along the supply chain have realized that employing 

larger ships can improve operational efficiency, productivity, and 

profitability. (For example, the estimated cost of shipping coal 

from Baltimore to China will fall from about $35 per ton to about 

$25 per ton by using the larger ships that shipping companies now 

favor.)25 As a result, much-larger ships are becoming predominant 

among shippers.  

 By 2015, another 700 ships with a carrying capacity of over 

7,500 TEUs (a size the Panama Canal cannot yet accommodate) 

will be delivered—with such major shipping lines as Maersk and 

MSC operating more than 100 each. (In fact, MSC is projected to 

have over 50 ships that can carry in excess of 12,000 TEUs.)26 And 

by 2030, post-Panamax ships (ships bigger than the locks of the 

Panama Canal; see sidebar, “How Big Is Too Big?”) are projected 

to account for 27% of the world’s container fleet and 62% of 

shipping capacity—up from 16% and 45% today, respectively.27 

Expansion of the canal will accommodate almost all post-Panamax 

vessels.  

Expanding international trade 

As a result of expanding international trade, the global market for 

maritime containerization is projected to reach 731 million TEUs 

by 2017, a 70% increase from the 434 million TEUs in 2010.31 This 

growth in trade will boost the demand for both post-Panamax 

(supersize) container ships—and for efficient shipping routes. 

Jump in US exports 

Since the Great Recession, exports have provided one of the few 

consistent engines of US economic growth. Exports of US goods 

expanded for 15 straight quarters from 2009 through 2012, 

reaching a record high of $1.56 trillion in 2012 (4% more than in 

2011).32 Furthermore, exports are projected to continue 

increasing. In the short term, goods exports are projected to reach 

$1.6 trillion in 2013 and $1.7 trillion in 2014. In the long term, a 

GREASING THE CANAL  

Shippers have been known to pay 

hundreds of thousands of dollars 

to jump ahead in line and avoid 

the days of waiting to enter the 

canal.24 

HOW BIG IS TOO BIG? 

For the past century, the size of 

most cargo ships was determined 

by the size of the Panama Canal. 

The biggest ships that could 

traverse the canal—ships that 

came to be known as “Panamax 

vessels”—were a maximum of 

110 feet long and under 40 feet 

wide, and carried a maximum 

load of 4,400 TEUs.28 

 The new generation of 

container ships—known as post-

Panamax vessels—are as long as 

aircraft carriers and carry up to 

12,600 TEUs (the equivalent of a 

million flat-screen TVs).29 These 

post-Panamax ships, much too 

large to fit in the Panama Canal’s 

locks, now account for 16% of the 

world’s container fleet and 

account for 45% of the fleet’s 

carrying capacity.30 
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fourfold increase in imports and a more-than-sevenfold increase 

in exports are projected by 2030.33 And the fate of the Panama 

Canal is still closely linked to the future of US shipping, since 

shipments to and from the US account for nearly two-thirds (65%) 

of cargo traffic through the canal.34 

OUTCOMES 

The opening of the expanded Panama Canal in 2015 is likely to 

lead to a variety of trajectories, none of them mutually exclusive.  

Greater competition among US ports 

More shipping traffic through the Panama Canal could well 

stimulate the dredging of deeper ports and create new markets 

that can exploit the facilitation of bigger ships. The expanded 

canal, for example, could substantially boost the volume of trade 

arriving in and departing from ports on the Atlantic Coast and the 

Gulf of Mexico.36 

 Atlantic Coast and Gulf Coast ports are already gearing up for a 

larger flow of shipping traffic—deepening channels and making 

other improvements and additions in an effort to wrest cargo 

traffic from Pacific Coast ports. 

Modernization of East Coast ports 

When the expanded Canal opens in 2015, only four East Coast 

ports at most will be capable of handling the larger post-Panamax 

vessels: Miami, Norfolk, Baltimore, and New York. (The same 

number of West Coast ports—Los Angeles, Long Beach, Oakland, 

and Seattle—can already handle these ships.)39 These and other 

ports on the Atlantic and Gulf Coasts recognize that they will 

require significant infrastructure improvements to take advantage 

of the upsurge in trade projected to result from the Panama Canal 

expansion. Making more ports open to post-Panamax ships will 

require both seaside expansion (mostly through harbor deepening 

or bridge raising) and landside expansion (increasing rail and 

handling capacities).40 

 Some of these improvements are already underway—with US 

ports spending an estimated $6 billion to $8 billion per year to 

modernize, according to the US Army Corps of Engineers.41  

EXPORTS TO PANAMA 

Part of the jump in US exports 

since the Recession is 

attributable to goods exported to 

Panama itself. A US-Panama free 

trade agreement signed at the 

end of 2011 helped boost US 

exports to Panama by more than 

20% between 2011 and 2012. 

Between 2005 and 2012, US 

goods exports to Panama have 

jumped from $2.2 billion to almost 

$10 billion.35 

ANTICIPATORY SHIFT 

The shift of shipping traffic toward 

East Coast ports may already be 

underway. In the first quarter of 

2012, growth in container traffic 

on the East Coast (5.5% over the 

first quarter of 2011) surpassed 

that on the West Coast (3.0%)—

the first time this had happened 

since World War II.37 

WE CAN’T WAIT 

In July 2012, the Obama 

administration announced that as 

part of its “We Can’t Wait” 

initiative, infrastructure projects to 

modernize and expand five major 

ports, all on the East Coast, 

would be expedited. The five 

selected ports are Jacksonville, 

Miami, Savannah, New York and 

New Jersey, and Charleston.38 
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 The Port of New York and New Jersey is spending 

$1 billion to raise the Bayonne Bridge to accommodate larger 

vessels.42 

 Dredging projects have begun to deepen the Savannah River 

from 42 to 48 feet, the Charleston Harbor from 45 feet to 50 

feet or more, and the Port of Miami channels from 42 feet to 

between 50 and 52 feet. Most of these dredging projects involve 

a collaboration between federal and state agencies.43 

 In Miami, construction has also begun on the Port of Miami 

Tunnel, connecting the port to the mainland.45 

 The Port of New Orleans has bought new gantry cranes and 

expanded its marshaling yard to increase handling capacity.46 

 The Port of Virginia has significantly expanded its 

multimodal capacity by enhancing freight train terminals.47 

 Brownsville, a Gulf Coast port on the US-Mexico border, has 

invested $90 million to improve multimodal infrastructure.48 

 In 2012, the Port of Houston announced the “Gulf of Mexico 

Express service”—a direct container line service from Shanghai 

to Houston. To accommodate the increased traffic that will 

come with this route, Houston has also initiated other 

improvements, including expanding logistics links (roads, rail, 

and barges) and updating and expanding berths, cranes, and 

other facilities.49 

Increased competition from Central American and 
South American ports 

Atlantic and Gulf ports in the US, of course, are not the only ones 

anticipating and hoping to attract more traffic of post-Panamax 

ships. Ports in the Bahamas, Jamaica, Chile, Peru, Brazil, 

Colombia, and the Dominican Republic are also upgrading to 

accommodate larger ships.51 Just as Panama is trying to reposition 

itself as a regional operations and distribution center for Latin 

American markets, these Central American and South American 

ports, too, hope that by opening channels for larger ships, they can 

heighten their importance as regional distribution centers. 

Alteration of US maritime routes 

Seeking to exploit the most efficient and cost-effective shipping 

routes, large-scale distributors—especially those shipping from 

PORTS AND JOBS 

Although some have criticized the 

channel deepening efforts of East 

Coast ports as premature, port 

authorities are motivated to attract 

more traffic into their ports by the 

promise of jobs. The American 

Association of Port Authorities 

estimates that every $1 billion in 

exports generates 15,000 jobs, 

and port activity has been linked 

to the generation of jobs in and 

around many port cities. Port 

activity has been credited, for 

example, with supporting more 

than 350,000 jobs in Georgia; 

280,000 in South Carolina; 

73,000 in Louisiana; 65,000 in 

North Carolina; and more than 

20,000 around Brownsville, 

Texas.44 

BUSY WESTERN PORTS  

 

Today, 95% of all US cargo 

imports arrive by ship. And 75% 

of imports from Asia enter the 

country through Pacific (West 

Coast) ports, like the Port of Los 

Angeles.50 

– Image: Green Fire Productions 

(Flickr) 
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Asia—will likely adjust their maritime routes in response to the 

expansion of the Panama Canal.52 In 2006, just 19% of Asian 

imports to the US went through the Panama Canal to East Coast 

ports.53 Yet with two-thirds of the US population living east of the 

Mississippi, most analysts anticipate that a share of cargo volume 

arriving from Asia will shift away from West Coast ports and go 

instead to ports on the Atlantic and Gulf Coasts—if only because, 

in general, by keeping bulk shipments intact and on the water for 

as long as possible, companies reduce the costs of shipping and 

transport.54  

 While no one can predict with certainty exactly how global trade 

routes will be transformed, most analysts estimate that Los 

Angeles and Long Beach will lose 20–35% of their shipping 

business.55 The USDA, however, sees the Panama Canal expansion 

as no threat to West Coast ports and the intermodal transport 

system. Although the department concedes that some business 

will be diverted away from West Coast ports, the USDA projects 

that in decreasing congestion, particularly in Los Angeles and 

Long Beach, the expansion will increase intermodal efficiency—

and that this increased efficiency and improved service will 

continue to attract shippers and ocean carriers.56 

Changes in US maritime routes will occur gradually 

The shift of a portion of the shipping fleet from West Coast ports 

to those on the East Coast is likely to involve a gradual evolution 

rather than an overnight revolution.58  

 One factor that will delay the timetable of this shift is the 

extent—and cost—of the infrastructure improvements needed to 

make more eastern ports ready for post-Panamax ships. While 

calling the canal expansion a “huge gamechanger,” Jeff Moseley, 

former president and chief executive of the Greater Houston 

Partnership, acknowledges, “It will take us decades to fully realize 

the potential of this new capacity.”59 (In addition to the 

investments needed for dredging, cargo-lading equipment, and 

bigger freight yards, most improvements will not win approval 

without comprehensive environmental impact studies.)60 

Furthermore, not only will the ports themselves need improving, 

but rail and road connections to facilitate intermodal transport 

will also need to be improved.61 Railroad tunnels, for example, will 

need to be heightened to accommodate double-stacked trains—not 

RUSH HOUR?  

 

The USDA projects that greater 

use of East Coast ports as a 

result of Panama Canal 

expansion will increase truck 

traffic and congestion on I-95 and 

other eastern interstate 

highways.57 

– Image: myrtlebeachblog (Flickr) 
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just those traveling from ports to the mainland, but also in such 

places as Appalachian Mountain passes in West Virginia and 

Kentucky.62 

 Cost and speed comparisons may also slow the shift from West 

Coast to East Coast ports. Shipping from Asia to the East Coast 

through the Panama Canal still takes longer than shipping to the 

West Coast and transporting cargo east by rail. Worsening 

congestion in West Coast ports and intermodal transport could 

narrow the time gap, making direct shipping to East Coast ports 

more attractive.63 (Ironically, diverting more ships through the 

canal and directly to East Coast ports will relieve the congestion of 

West Coast ports, enhancing their efficiency—and their appeal to 

shipping companies.) As for cost, while shipping that minimizes 

the amount of intermodal transport needed offers cost advantages 

to shippers, the extent of savings afforded by direct shipping to 

East Coast ports will depend upon the toll rates imposed by the 

ACP. While expected to rise, in part to pay for the expansion, the 

toll rate has not yet been determined by the ACP.64 (The current 

rate is $72 per container-capacity (TEU)—or $324,000 for a 

4,500-TEU vessel, whether loaded or empty.65) 

Triangular trade routes may develop 

The Panama Canal expansion will reduce the costs of shipping 

directly between Asia and North America—and will also reduce the 

costs of shipping between Asia and eastern Latin America. This 

may lead to the development of triangular trade routes. Shippers 

could, for example, transport consumer goods from Asia to the 

East Coast of the US; carry higher-end consumer goods and 

pharmaceuticals from North America to South America; and then 

return to China or other Asian destinations bringing raw materials 

such as coal and iron ore.68 

Realignment of distribution 

Both manufacturers and large retailers will likely reconfigure their 

networks of factories and distribution centers to store more 

inventory closer to East Coast population centers. The option of 

shipping directly to the East Coast (or Gulf Coast) through the 

Panama Canal, which would allow shippers to bypass the often-

congested West Coast ports and the Chicago intermodal facility, 

would make supply chains increasingly flexible and resilient.69 

FIGHTING BACK 

 

California has launched a “Beat 

the Canal” campaign in an 

attempt to muster popular support 

for infrastructure improvements 

that will ease congestion at the 

Port of Los Angeles and the Port 

of Long Beach.66 In addition, six 

West Coast ports have joined with 

two western railroads to form the 

US West Coast Collaboration in 

order to guarantee competitive 

cost and service options to 

shipping companies.67  

– Image: Beat the Canal 

(Innovaro screenshot ) 
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(The positioning of new and/ or expanded warehouses, however, 

will depend in part on where and how major railroads improve 

their intermodal capabilities.) 

Lower carbon footprint for shippers 

The expansion of the Panama Canal to facilitate the passage of 

larger container ships will allow shippers—and their clientele—to 

improve their carbon footprints since, in general, the larger the 

ship, the smaller the carbon footprint per load.70  

 Maritime engineers at Newcastle University contend that the 

expansion of the canal will permit more efficient hull design of 

container vessels—and that the larger bulk carriers will bring the 

benefits of economy of scale in terms of their environmental 

impact. The researchers suggest that shippers will not only save on 

fuel costs, but will also reduce emissions by as much as 16% per 

ton-mile.71 Since the International Maritime Organization 

estimates that 2.7% of global CO2 emissions in 2007 were 

attributable to shipping—and that this share may rise to 12–18% 

by 2050—such savings would be considerable. (Such emissions 

reductions are, of course, limited to the younger fleet of larger 

post-Panamax vessels, since retrofitting older ships to increase 

beam size is not possible.)72  

More fuel shipped through the Panama Canal 

Producers and buyers of fuel may find that using the Panama 

Canal to shorten the direct route between the East Coast and Asia 

offers both time savings and cost savings.74 

  Take the example of liquefied natural gas (LNG)—the fastest-

growing sector of the natural gas trade. While just 6% of LNG 

tankers today fit in the Panama Canal, the expansion is anticipated 

to allow 80% to pass through. This will greatly facilitate the 

transport of LNG from producers in the eastern US to the world’s 

largest LNG market: Asia.75 From the Gulf of Mexico, shippers 

could save 11 days, more than 5,000 nautical miles, and nearly half 

of fuel costs by shipping to Asia via the Panama Canal rather than 

via the Suez Canal.76 

 Prior to canal expansion, the LNG industry has operated under 

an economic model that essentially segregates potential markets 

based on where LNG is produced. LNG produced in the Atlantic 

Basin has gone primarily (76% in 2010 and 2011) to buyer 

BALANCING THE LOAD  

Continuing US trade imbalance 

will keep the cost of shipping 

high, even with the opening of the 

expanded Panama Canal. Since 

US imports from Asia still far 

exceed exports to Asia, too many 

empty or near-empty shipping 

containers are going from the US 

to Asia. Ships from Asia are 

generally full while ships to Asia 

are, if not empty, not full either. A 

more balanced trade flow—which 

may be facilitated by increased 

shipping of LNG and other fuels 

directly from East Coast ports to 

Asia (especially China)—would 

reduce the costs of ocean 

shipping.73 
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countries also in the Atlantic Basin (Europe and North America’s 

East Coast), while LNG produced in the Pacific-Australia Basin 

went primarily (98% in 2010 and 2011) to buyers in the Pacific 

(especially Asia). This segregation of markets has led to widely 

divergent prices from global region to the next. (In 2011, for 

example, the price of natural gas in the UK was twice that in the 

US—and the price in Japan was three times as high.)77 

 As a result of the significant time (and cost) savings offered by 

the Panama Canal expansion, however, US shipments of LNG and 

coal exports from the East Coast to Asia are expected to increase 

following canal expansion. This may overturn the prevailing 

economic model for the LNG industry, forcing it to adopt a more 

global pricing structure. Northern Asia, for example, will welcome 

additional supplies that might help to lower costs there, which will 

in turn heighten pressure on Australia to lower the price of the 

LNG it ships to Asia.78 

States overburdened with debt 

A less sunny outcome of the Panama Canal expansion could be the 

saddling of Atlantic Coast and Gulf Coast states with excess debt. 

Some analysts question whether the modernization of Atlantic and 

Gulf ports in anticipation of the Panama Canal expansion may 

have been prematurely optimistic. 

 Although in the long term, these port improvements would have 

been needed to accommodate the growing fleet of post-Panamax 

vessels, some analysts believe that the canal expansion has rushed 

this response. Therefore, upgrades may have been made in many 

ports that are not guaranteed a significant surge in cargo traffic 

coming from the canal expansion. While acknowledging the need 

for improvements in port facilities, for example, Jean-Paul 

Rodrigue, professor of global studies and geography at Hofstra 

University, cautions that “The health of the economy is more 

important than the size of ports when it comes to benefits from 

shipping trade.”80 

BUSINESS IMPLICATIONS 

 Suppliers of natural resources and manufacturers of consumer 

products will need to reevaluate the placement of 

manufacturing and distribution centers and reevaluate shipping 

routes to maximize their efficiency in serving foreign markets. 

WILDCARD IN 

NICARAGUA 

In 2013, a Hong Kong 

businessman announced a 

50-year, $40 billion investment to 

construct and operate a new 

Atlantic-Pacific canal across 

Nicaragua.79 
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Companies based in either the east or midwest may find that 

intermodal transport and shipping from West Coast ports—a 

system that has previously proved most efficient in reaching 

Asian markets—may no longer be the most cost- or time-

effective means of exporting their goods. 

 National retail chains will also need to reevaluate their supply 

chain and distribution strategies in light of the canal expansion. 

With two-thirds of US consumers located east of the 

Mississippi, retailers may find it more advantageous to 

construct new distribution centers or expand old ones closer to 

these consumers. Distribution centers in the east could find that 

shipping imports directly to East Coast ports will minimize time 

and distance on train and truck and cut costs, while distribution 

centers in the midwest may find that Gulf Coast ports (and, to a 

lesser extent, Atlantic ports) offer the least land travel—and 

thus the least costly shipping alternative. 

 Since shipping from Asia to the East Coast via the Panama 

Canal will still likely take several days longer than intermodal 

systems through West Coast ports, supply-chain managers will 

need to weigh the relative advantages of time versus cost. This 

evaluation will likely differ greatly depending on the product 

being shipped. Managers will likely end up developing different 

tiers of products: high-value products (e.g., perishables, in-

demand electronics such as newly released smartphones), 

where speed is of the essence and therefore intermodal 

transport is preferred; and more durable products (e.g., 

furniture) in which shipping costs are prioritized, and direct 

shipping to the East Coast may offer cost advantages.  

 The expansion of the Panama Canal will likely increase the 

number of players in consumer products markets in Asia. 

Brazil, for example, will find that reduced shipping costs to Asia 

make it more affordable to enter Asian markets. North 

American companies will need to fine-tune their brand 

messages in Asian markets to highlight the value of their 

product lines in comparison with their new competitors. 

 For consumers on the East Coast and in the midwest, lower 

shipping costs could lower the price of consumer products 

imported from Asia. This could increase demand for products 

made in Asia even further, which—if not offset by increased 

FOR MORE INFORMATION…  

To learn more about the trends and 

forecasts in this report and what they 

mean for your organization, please 

contact Innovaro at 813.754.4330 or 

GlobalLifestyles@innovaro.com. 

 

mailto:GlobalLifestyles@innovaro.com
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exports, especially of fuels and other natural resources—could 

further exacerbate US-Asia trade imbalance.  

 Corporate social responsibility departments may want to pay 

attention internally to any changes in their companies’ shipping 

or distribution networks. Alterations based on the expanded 

Panama Canal may give companies an opportunity to trumpet 

the resultant reductions in emissions and their carbon footprint. 

 North American companies that export to South America and 

Central America may find it profitable to relocate or expand 

Latin American operations and distribution centers to take 

advantage of the improved access afforded by the Panama Canal 

expansion. The accommodation of ships with triple the carrying 

capacity of current Panamax ships will, for example, increase 

the accessibility of eastern and midwestern companies to ports 

in Chile, Peru, and Ecuador and of western companies to those 

in Brazil, Argentina, and Venezuela. 

RELATED FORECASTS 

 TF-2011-37: Securing Supply Chains to 2030 looks at potential 

threats and challenges to transportation and logistics operations 

over the next two decades. 

 TF-2010-24: Supply Chains 2030 examines some of the other 

issues confronting supply chains over the next two decades, 

including rising attention to carbon emissions and volatility in 

energy prices.  

 TF-2009-06: Greening the Value Chain explores crucial 

environmental issues that will drive change in supply chains, 

distribution networks, and other business operations in the 

coming decade. 

 TF-2012-33: Global Shale Gas looks at one US industry that 

could be powerfully affected by the expansion of the Panama 

Canal: the LNG industry. 
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