Lloyds List 

Shippers back slow steaming

Rajesh Joshi - Wednesday 16 December 2009

AN INFLUENTIAL organisation speaking for cargo-owning heavyweights such as IBM, JC Penney, Target and Walgreen has expressed no opposition to the prospect of receiving shipments a few days late as a result of containerships sailing more slowly. 

The comment by the US-based National Industrial Transportation League has given a boost to the suddenly popular idea of super-slow steaming. 

NITL executive vice-president Peter Gatti told Lloyd’s List that advance knowledge of when to expect the shipments was almost always more important than the time taken at sea. 

“As long as everyone understands from the beginning that the shipment would arrive two days late, I do not see any problem in our importer members adjusting their supply chains to provide for this,” Mr Gatti said. 

Mr Gatti’s words must sound like music to the ears of struggling liner companies, whose desire to save billions of dollars by sailing at slower speeds was thrust into the spotlight by Seaspan chief executive Gerry Wang’s endorsement of super-slow steaming in a Lloyd’s List interview. 

Industry experts said after Mr Wang’s comments became public that it was a good idea, but it could work only if all carriers were onboard, and even more crucially, only if the importers bought into it. 

Mr Gatti said there were previous cases when importers adjusted supply chains to accommodate longer sailing times. One example was the post-9/11 “24-hour” rule in the US, and the initial chaos that followed when carriers were obliged to comply. 

“It is only the unexpected delay that causes the wrinkle,” Mr Gatti said. “When such delays are well communicated, it is usually easy to rearrange the layering of time.” 

Maersk Line, which is extending slow steaming to more routes, has found that shippers recognise the benefits and have suffered very little disruption to their supply chains. 

“Customers have embraced the slow-steaming concept,” said Maersk Line head of sales and marketing Karsten Kildahl. 

“They understand what carriers are doing and when we talk to them about slow steaming they have worked with us, not against us.” 

What makes the prospect of delayed deliveries via super-slow steaming especially attractive this time is the enticing prospect of cost savings. 

Assume that a charterer with eight 8,500 teu ships in an Asia-Los Angeles loop decides to add a ninth ship, and decides to increase the one-way sail time from 10 days to 16 days, while in the process reducing speed to 15 knots from 25 knots. 

Based on expected fuel consumption at 15 knots and 25 knots, the charterer would burn 7,200 tonnes of fuel in the former case against 16,000 tonnes in the latter, even after providing for the extra ship and the extra days. 

This is a hypothetical example and does not represent any particular company or loop. 

AMA Capital Partners managing director Peter Shaerf said: “The fuel savings of 9,000 tonnes on just one post-panamax loop extrapolated to an industry-wide level could save the industry $2.5bn-$3bn a year.” 

Industry opinion is divided on whether ocean carriers and charterers would share these savings with the shippers. However, Mr Gatti said importers would not mind being given some relief, more so since carriers have recently been hiking prices under the label of “rate restoration”. 

Mr Wang said he expected charterers to share savings with shippers. “We see this as a situation where everyone wins,” he said. 

Seaspan and Mr Wang have committed to bearing a cost of up to $100,000 per ship per year, representing mainly engine maintenance and crew bonuses, towards their “share” of the super-slow steaming crusade. 

A senior industry source, on condition of anonymity, praised this approach: “Clearly, $100,000 per ship per year is a small price to pay for an owner, if it ensures that your charterer stays solvent.” 

He agreed with Mr Wang’s claim that super-slow steaming was a “game changer and a paradigm shift”, but only if all carriers followed suit. 

Some industry experts have started predicting that in a carbon-sensitive advertising age, smart importers might see an opportunity to trump their rivals through commercials that trumpet their green credentials as proven by later shipment deliveries. 

Amid this excitement, First International chairman Paul Slater opposed super-slow steaming. “It concerns and alarms me,” he said. 

He said the environmental benefit was illusory, because engines would in fact be running for a few extra days. 

Moreover, he said that by stretching out the delivery times a few days, importers were using containerships as “floating warehouses”. Carriers for their part were tying up more capital, especially if ships were added to loops. This was bad news for the consumer and the shareholder, Mr Slater said. 

He said that even if all carriers, independent owners such as Seaspan and importers enthusiastically embraced super-slow steaming today, this unity would at best be fickle. 

“All it would take is one carrier breaking ranks, and the idea would collapse,” Mr Slater said. 
