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Presenter
Presentation Notes
Thank you for joining us today.  My name is Scott Davies and I am the Operations Development Manager within the Office of Marine Highways at the Maritime Administration.  I would also like to recognize our Acting Associate Administrator, Roger Bohnert, and the Director of the Office of Marine Highways, Lauren Brand.  I would also like to recognize our Gateway Directors who are joining us today.  They are your primary point of contact for the delivery of federal services within the industry, including the Marine Highway Program and the development of Marine Highway Services.

Before we begin, I would like to go over a few housekeeping items to minimize disruptions and improve the experience.  Unless you need to ask a question, please keep your phone on mute.  Also, if you need to take another call, please hang up and then dial back in when you’re ready, rather than put us on HOLD.

The webinar itself is about 30-35 minutes long so we’ve allotted about 20-25 minutes at the end for questions and discussion for those who wish to participate.  If you have specific questions during the course of the webinar, please feel free to submit them using the chat function on the WebEx.  We will have someone here capturing those questions and will do our best to answer them at the end.  For those questions which require more thought to answer, we will include them as part of an FAQ which will be posted on the website and a notice will be sent out to all those who RSVP’d once that is done.  

For those that are not familiar with the Marine Highway Program, Congress, recognizing that with projected population growth and accompanying economic growth, we had to look at new ways of moving freight in our country.  THE CENSUS BUREAU ESTIMATES THAT BY 2050, THE UNITED STATES WILL GROW BY ALMOST 80 MILLION AMERICANS, and those people are going to have wants and needs.  They are going to be consumers who want their goods and services and it’s our job at USDOT to provide a system that makes that possible and keeps our country moving.  These growing demands on our Nation’s surface transportation system over the coming decades cannot be met by just adding more lanes of highway and more rail lines.  We have think of a better way to do it.  

CLICK
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Disclaimer 

The opinions offered here are those of the presenter 
and do not necessarily reflect the opinions of 

colleagues, the Maritime Administration, or the U.S. 
Department of Transportation.  This presentation is for 

general information only and does not create a 
regulatory requirement. 
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DESIGNATED MARINE HIGHWAY ROUTES 

DESIGNATED MARINE HIGHWAY 
PROJECTS 

MARINE HIGHWAY GRANT 
PROGRAM 

 

AMH SERVICES 

Presenter
Presentation Notes
With that in mind, we’ve developed the program in the following manner:

First, the foundation of the program is the designation of Marine Highway Routes which comprise the total Marine Highway System.  

Click

Shown in Green here, as of 2014, the Secretary has designated over 29,000 nautical miles of navigable waterways including rivers, bays, channels, the Great Lakes, the Saint Lawrence Seaway System, coastal, and open-ocean routes.  By designating these routes, USDOT is recognizing that the Marine Highway System is one piece in the total transportation system puzzle and our Program is designed to help you develop those pieces so they fit better into that puzzle.  To do that, we devote a substantial amount of energy to working within the transportation planning processes that take place at the State and local level.  

Click

Built upon the Route Designations are Project Designations.  Marine Highway Projects are proposals for new services or the expansion of an existing service that are dedicated, regularly scheduled, reliable, and predictable, and have the potential to be economically competitive, financially sustainable, while at the same time provide the long-term public benefits that I previously described.  These concepts are submitted to the Maritime Administration through the periodic open “Call for Projects” where they are vetted and forwarded for consideration by the Secretary for Designation.

Click

The third component of the Program is the Marine Highway Grant Program.  Only Designated Projects are eligible to apply for Grant funding, should Congress appropriate funds.  In 2010, Congress appropriated $7M in funding which was used to fund capital assets such as barges, chassis, and container handling equipment for three separate designated projects.  In addition to capital equipment we were able to fund three Route studies through partnerships with State DOTs, Ports, and MPOs.  Designated Marine Highway Projects have also been able to receive much smaller amounts of excess funds that are sometimes available at the end of a Fiscal Year to conduct design studies, market studies, etc.

Click

And finally, our hope is that our approach with these building blocks will lead to the development of an expanded system of transportation that will offer shippers a competitive, environmentally friendly alternative to the status quo.

Click

http://www.marad.dot.gov/image_library/Maps/AMH_Route_Map.png
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Project Designations 
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Why do we do it? 

• Measure Public & Private Benefits 

• Capital Costs 

• Market Forces 

• Identify & Quantify Infrastructure Gaps 

• Identify Areas of Opportunities 

Presenter
Presentation Notes
Now that you have a bit of background about the Marine Highway Program and how it’s structured, I’d now like to focus on that second building block, the Marine Highway Project Designations.  Some may ask why we bother to designate marine highway projects.  

Click

Well, in short, it allows us to identify those areas of opportunities that YOU think are the most fertile ground for developing sustainable services.

Click

It allows us to identify, quantify, and measure public benefits such as road maintenance savings, reduced congestion, improved capacity, reduced air emissions, system resiliency, and improved safety.

Click

We also get a greater understanding of the obstacles to these types of services such as infrastructure gaps, missing intermodal connectors, 

Click

Upfront or ongoing capital costs, 

Click

and market forces and trends which helps us formulate policy to address those impediments.  

Further, those projects that make it through the process and are designated by the Secretary have demonstrated that they not only offer public benefits but also are economically sustainable and price competitive to attract shippers.

Click
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Project Designations 
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What does it mean for you? 

• Credibility of Concept 

• U.S. Department of Transportation Support 

• Eligibility for Potential Grant Funding 

Presenter
Presentation Notes
Some may say that’s great, but if there’s currently no grant funding, why should we put in the effort?  First, we want to work with you to develop creative solutions to transportation problems in your region.  From expanding system capacity, addressing congestion, and providing alternatives to shippers, Marine Highway Projects can be a part of that total solution. And there are a range of benefits beyond funding that the Program can provide to get that ball rolling.

Click

First and foremost, the fact that a particular project makes it through the vetting process and is designated by the Secretary gives the concept credibility.  

Click

Second, only designated projects may be eligible to compete for grant funding.

Click

And third, there are many non-funding support services that the Department can provide you to assist you with developing and bringing to life new Marine Highway Services.  

Click
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USDOT Support 
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• Clearinghouse of Lessons Learned 

• Linking Services with the Larger System 

• Market Analyses 

• Access to Gov’t Programs 

• Promoting & Developing Partnerships 

• Infrastructure Gap Analyses 

Presenter
Presentation Notes
These areas of support can include acting as a clearinghouse for lessons learned and the sharing of best practices.  

Click

Promote the service within both the public and private sectors, advocating for their inclusion in transportation plans, facilitating partnerships among the private sector as well as among Federal, State, and local agencies and other decision makers. 

Click

Recognizing that your particular service is just a link in a total supply chain solution, we can work with you to integrate your service into the larger system.  

Click

Facilitating access to other government programs like SmartWay, DERA, CMAQ, and other DOT Programs and funding sources.

Click

Working with you to conduct extensive market analyses 

Click

And working with you to identify the specific infrastructure and equipment gaps which need to be addressed to make the service work efficiently.

Click
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Designation Process 
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• Official “Call for Projects” Notice 

• DOT Interagency Review Panel 

• Public Announcement 

• Recommendation to the Secretary 

• MARAD Internal Review Panel 

Presenter
Presentation Notes
Now that we’ve talked a little about the benefits of Designating Projects, I’d like to tell you a little bit about how the process works.

On June 2, 2014, the Maritime Administration published an open “Call for Projects” in the Federal Register with a submission deadline closing every six months, starting on June 30, 2014.  The next deadline is only a few weeks away on December 31.  This six month cycle continues through June 30, 2016. 

Click

At the conclusion of each deadline, whatever applications we’ve received by that time will first be reviewed by MARAD’s internal review panel. 

Click

Those that meet the application criteria and are complete will then be forwarded to the DOT Interagency Review Panel made up of Subject Matter Experts from all the other modes such as FRA, FHWA and FTA.

Click

Those projects which meet the standards are then forwarded to the Secretary with a recommendation for designation as a Marine Highway Project under the program.

Click

Which is then followed by a public announcement

Click
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Application 
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Four Key Stories….. 

• Your Service 

• Your Market and Value Proposition 

• Your Costs 

• Your Public Benefits 

Presenter
Presentation Notes
Your MARAD Gateway Director can provide you with specific guidance on the more granular details of the application, however I would like to stress that the application should focus on telling four key stories, with one being the primary theme.

Click

About 70% of your application should be telling the story of “Why”.  This is your Market and Value Proposition and every service will have its own story.  Just like say goes, if you’ve seen one port you’ve seen one port, if you’ve seen one marine highway service, you’ve seen one marine highway service.

Click

About 10% should tell the story of the service specifics

Click

Another 10% should tell the story of the cost model

Click

And the final piece should tell the story of the public benefits which expect to be gained.

Click
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Application 
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Tell the Market Story 

• Current Supply Chain Model 

• Freight Rate Comparison  

• Current Model vs. New Model 

• Customer Base 

• Transit Time Comparison 

• Value Proposition 

Presenter
Presentation Notes
This should really be the bulk of the application, and really tells who you want to serve and why they should care enough to shift modes and give you their business.

Click

Who is going to be the customer of this new service?

Click

What does their current supply chain look like?

Click

How does that supply chain compare with the new supply chain that uses your new marine highway service?

Click

How do the total door to door freight rates compare between the status quo and your alternative.

Click

And how does the transit time compare?

Click 
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Application 
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Tell the Service Story 

• Capacity 

• Transit Capability  

• Frequency 

• Type of Vessel 

• Type of Equipment 

• Business Partnerships 

Presenter
Presentation Notes
Next, you really get down into the details of the day to day operations of your service.  Who is going to operate it?

Click

What type of vessel are you going to use?

Click

What’s the capacity of that vessel and how much of that capacity do you expect to utilize during the initial, growth, and sustainment phases of operations

Click

What kind of frequency will the service offer?  How reliable will it be and what are the externalities that may impact that reliability and predictability?

Click

What is the transit capability for that asset, meaning how much more use can you get out of that existing asset before additional assets, such as more tugs, are required.

Click

What type of shoreside equipment, infrastructure, technology, and intermodal connectors are available and what is needed to be obtained.  How much will that cost?  Do you have a secure facility?  Do you have laydown areas to stage containers?  Do you have access to chassis?  Do you have load planning and yard planning technology for tracking and reporting to customers?

Click



11 11 11 11 

Application 

11 11 11 11 11 

Application 

11 

Tell the Cost Story 

• Loading / Discharging 

• Equipment  

• Vessel and Fuel 

• Drayage 

• Overhead & Insurance 

• Comparative Analysis 

Sample Basic Costs  Sample Cost Model  

Description 
 Weekly Costs with 1 

voyage/week  

 Cost/Box based on 
300/voyage, 1 
voyages/week  

 Weekly Costs with 2 
voyage/week  

 Cost/Box based on 
400/voyage, 2 
voyages/week  

Origin Drayage  $   60,000.00   $          200.00   $  160,000.00   $         200.00  

Origin Port Gate Charge  $     1,500.00   $              5.00   $      4,000.00   $             5.00  

Linehandling  $     3,500.00   $            11.67   $      7,000.00   $             8.75  

Origin Port Loading  $   10,000.00   $            33.33   $    20,000.00   $           25.00  

Vessel Charter per Week  $   45,000.00   $          150.00   $    45,000.00   $           56.25  

Fuel Cost per Voyage  $     5,904.00   $            19.68   $    11,808.00   $           14.76  

Destination Port Discharge  $   10,000.00   $            33.33   $    20,000.00   $           25.00  

Destination R/T Drayage  $   60,000.00   $          200.00   $  160,000.00   $         200.00  

Destination Port Return Loading  $   10,000.00   $            33.33   $    20,000.00   $           25.00  

Destination Port Linehandling  $     3,500.00   $            11.67   $      7,000.00   $             8.75  

Origin Port Discharge  $   10,000.00   $            33.33   $    20,000.00   $           25.00  

Origin Port Gate Charge  $     1,500.00   $              5.00   $      4,000.00   $             5.00  

Destination Drayage  $   60,000.00   $          200.00   $  160,000.00   $         200.00  

Insurance  $     1,250.00   $              4.17   $      1,250.00   $             1.56  

Overhead  $     3,750.00   $            12.50   $      3,750.00   $             4.69  

Total Service Cost/box Door to Door  $ 150,904.00   $          953.01   $  643,808.00   $         804.76  

          

Door to Door R/T Service Rate    $          953.01     $         804.76  

Comparative R/T Truck Rate    $       1,000.00     $      1,000.00  

Service vs Truck Difference    $            46.99     $         195.24  

Cost per FreightTon via Truck (46,000 capacity dry van)    $            43.48     $           43.48  
Cost per FreightTon AMH Service (62,000 capacity dry box)    $            30.74     $           25.96  

Presenter
Presentation Notes
The cost modeling is really the “meat and potatoes” of service development.  In the end, even with some level of public support, the numbers have to make sense.  

Click

The cost model should take into account drayage,

Click

Loading and Discharge costs

Click

Vessel and Fuel

Click

Landside Equipment Costs

Click

Operating overhead and insurance

Click

And a comparative analysis between the alternative and a numerical demonstration of the value proposition to the shipper.

Click

The example I’ve shown here is a basic sample cost model for a domestic round trip marine highway service.  It includes most of the costs associated with the day to day operations and cash flow management.  This particular model shows “a week in the life of” a theoretical marine highway service moving heavy-weight freight in a purely domestic environment.  It takes the weekly expenses of first and last mile drayage for each container, load and discharge costs, equipment costs, vessel charter and fuel costs, insurance, and overhead, and breaks them down into a per box cost based on an estimated volume and frequency.  It then compares that total per box cost against an equivalent R/T truck move to establish a baseline modal comparison.  Then at the bottom, you can see that we’ve broken it down for a cost per freight ton moved to demonstrate the true savings to the potential customer.  One thing that’s not included in here is the transit time difference, and this is a key factor that needs to be combined with the value proposition.  Does that amount of savings on transportation costs worth the additional transit time.

This value proposition really tells the story to the shipper and tells you the expected profit/loss in various scenarios.

Click  
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Tell the Public Benefits Story 

• Air Emissions Impact 

• Congestion Impact  

• Road Maintenance Savings 

• Route Miles Saved 

• Resiliency Analysis 

• Safety Impact 

Presenter
Presentation Notes
And finally, tell the public benefits side of the equation.  While some of these benefits may be difficult to quantify without significant investment in time and effort, if the current supply chain is clearly understood, you can capture what a modal shift would produce.  Things that should be part of the story include:

Click

Route miles saved using your new service

Click

Air emissions reduced or saved through using the economies of scale that your service will provide

Click

Road maintenance savings through reduced truck traffic

Click

Reduced congestion for the same reason

Click

Improved system resiliency that would be obtained by your service because a new alternative now exists that did not previous

Click

And last but not least, improved safety for users of the system.

Click
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Identify Partnerships 

• Service Operator 

• Terminal Operators  

• Workforce 

• Primary Customers 

• Ports 

• State DOTs 

• MPOs & Regional Councils 

Presenter
Presentation Notes
Interwoven into that story should be the identification of key partnerships that are necessary for success.  This includes most importantly

Click

Your primary customer base.  Who is going to use this service and why would they want to?

Click

Who is going to operate the service?  Who is going to put all the pieces together, make them fit well, package it, and sell it to the customer?

Click

Is there a qualified workforce available to run the service and are they onboard and supportive?

Click

Have the terminal operators been sold on the idea?  Do they see the value of it for their business in terms of reduced gate congestion, expanded capacity, etc?

Click

Are the ports onboard and supportive?

Click

Are they MPOs, Regional Councils, and other local bodies supportive and see the value for their own interests?

Click

And are the State DOT’s part of the conversation in terms of supporting the planning process and addressing gaps?

Click
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Recognize Impediments 

• Equipment Gaps 

• Market Forces Beyond Control 

• Infrastructure Gaps 

Presenter
Presentation Notes
Also interwoven into those four stories should be a discussion and quantification of the

Click

Infrastructure gaps that would need to be addressed in some fashion to get your service off the ground.  While we don’t currently have funding available in the grant program, having those rough figures helps us identify the required investment to make this system work efficiently

Click

And then obviously not everything is within our control. As I indicated before, these services are but a link in a total, sometimes global supply chain and that has many other forces acting upon it which cannot be anticipated or controlled.

Click
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Factors of Success 

Presenter
Presentation Notes
Notice I said Factors of Success, not Guarantees of Success.  We’ve gone back and looked at some successful marine highway services and less than fully successful services and gleaned from them, those contributing factors.  We’ve grouped each of these factors into four main themes: Partnerships, People, Process, and Product.  Our goal here is to develop services that have the potential to be dedicated, regularly scheduled, reliable, predictable, economically competitive, financially sustainable, and provide the long-term public benefits.

Click 
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Partnerships 
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• The Public has to be a Partner 
– State DOT 
– MPOs & Regional Councils 
– Air Pollution Districts 
– Economic Development Agencies 

• Private Interests need a Stake 
– Terminal Operators 
– Workforce 
– Vessel Operators 
– Customers 

Presenter
Presentation Notes
Partnerships – It really does take a village – One of the most important factors in any venture is establishing a good foundation built on solid partnerships, shared ownership in the loose sense, and cooperation.  

Click

The Public has to be a partner – There has to be real “buy-in” from the broad range of public agencies that can benefit from the savings that marine highway services provide such as road maintenance and congestion, air emissions, and new transportation options.  Public support can take many forms including tax incentives, capital infrastructure support, and operating support.  

Click

Make your biggest cost driver a partner – It is widely known that terminal handling costs are the biggest cost factor of most marine highway services that call at major terminals, therefore negotiations with terminal operators and labor should be conducted well before any major funds are expended on capital infrastructure or equipment.  Where Marine Highways have been successful elsewhere, it’s in large part to good, open and honest negotiations with the union, sharing the cost model, the margin you need to make it work, the price and volume you need to be competitive, and most importantly, the cost and productivity targets you need from them to make it work.  Further, there has to be incentives built into the agreements that reward vendors for finding costs savings and efficiencies.
 




People 

• Guaranteed Revenue Stream 

• Have a Marketing Plan 

• Understand the Customer’s Needs 

• Communication and Cooperation 
 

• Leadership and Trust 
 

Presenter
Presentation Notes
People – People Matter and The Customer is King – In any business, it’s important to know your customer, have a clear understanding of their business and their needs, 

Click

Provide leadership and gain their trust

Click

Facilitate partnerships with all the stakeholders

Click

Understand your customer’s needs and then build your business model to serve their interests, hopefully in a profitable manner.  

Click

Have a marketing plan – The operator must sell the service, meet with customers to discuss their business and their supply chain needs, and how the marine highway service can help make them more competitive.  Most importantly, make it easy for the customer to use.  Also, relying on other transportation providers to sell your service generally adds cost to the customer, making your service less attractive or competitive.

Click
 
A guaranteed revenue stream is a good thing – Many shippers are willing to sign a weekly guarantee of bookings, if the service is on a regular, reliable, predictable fixed schedule.  This provides the shipper with guaranteed access to markets in the lane being serviced by the marine highway, while also providing the operator with a guaranteed steady revenue stream.




Process 

• Incentivize your Partners 

• Productivity is Key 

• Be Hyper-focused on Controlling Costs 

• Look for Efficiencies 
 

• Use the Right Equipment 
 

Presenter
Presentation Notes
Process – Productivity Matters – One of the biggest impediments to marine highway services are the additional container handling moves involved in the marine highway link of a supply chain.  As productivity or lack thereof, drives up cost, it becomes a major factor in the success or failure of new services.  New service providers and operators need to be hyper-focused on costs and productivity, looking for any way to reduce costs and find efficiencies.

Click

Use the right equipment – You can have efficiency or versatility but it’s difficult to achieve both.  Many ports in recent years have focused on purchasing Mobile Harbor Cranes and while they are versatile, they may not always be efficient for loading containers using certain processes. 

Scalability and versatility are also key in the floating equipment utilized for a marine highway service.  Generally, when operating on an inland waterway or river, a standard inland push boat may be more economical than a larger ocean tug.  Further, standard hopper barges that can be easily and inexpensively retrofitted to handle containers can also handle many other types of cargoes including bulk and break-bulk.  If you’re moving air, you’re doing something wrong.    

Click

Find efficiencies, reduce cost, and reduce waste – Be obsessive about productivity and cost.  Constantly analyze cargo handling operations, equipment utilization, and cargo volume.  

Click

Productivity is Key - One of our designated projects uses a standard crawler construction crane averages between 20 and 25 moves per hour.  They are able to achieve this by landing the container on the ground and then using a top lift to place the container on a chassis, rather than trying to line up the container on a chassis with the crane.  Containers should be handled as few times as possible to keep costs low.  

Click

You have to incentivize your partners – Contracts with vendors should be set up to reward reduced overall costs, not increased costs.  Generally, a cost-plus percentage type contract has the effect of increasing costs and reducing efficiencies.

Further, there must be an organizational structure and application of technology to reduce gate delays, misplaced containers, and improve visibility of freight for customers.  Most importantly, though, there has to be centralized control and visibility over both the costs and revenue of the operation as well as monitoring performance.

Click



Product 

• Know your Competition 
 

• Know the Market  
 

• Know your Customer and Understand their Total 
Supply Chain 
 

• Offer a Better Solution than the Status Quo 
 

• Make it EASY for your Customer 

Presenter
Presentation Notes
Product – Know what you’re selling and know your competition – 

One of the biggest challenges for marine highway services is the fact that a trucker can provide the customer any ocean carrier box (Evergreen, Maersk, Matson, APL, etc), from any terminal, within a few hours’ notice, direct to their door on a round trip basis.  Marine highway services, however, are limited to only providing boxes only to those ocean carriers that participate or utilize the terminals that the marine highway service calls upon.  

Marine highway operators must understand the total supply chain market that they connect with.  The big incentive to using marine highway services, which was the ability to maximize the weight capacity of the container, turns out to be less of an incentive to export shippers where the export ocean freight market is extremely inexpensive.  In certain markets, the ocean freight covering thousands of miles can be actually less than the domestic leg covering less than a hundred.

And last but not least, make it easy for your customer to use your service.

And in closing, I would like to say that I think that working together, the possibilities are limitless for improving our total transportation system and providing a more efficient system for moving our economy forward.
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Questions? 
 

20 

Contact: 
Scott Davies 

Office of Marine Highways & Passenger Services 
U.S. Department of Transportation/Maritime Administration 

MH@dot.gov 
(202) 366-0951 

Presenter
Presentation Notes
With that, we’ve now come to the Q & A section of our webinar.  During the course of the presentation, one of our team members has been capturing questions submitted online.  For those questions that we cannot answer in this forum, we will be putting together an FAQ page which will be posted on our website along with this presentation.  You will receive a notice once that is done.

Proceed through Q & A.

Thank you to all who participated today and for all who submitted questions.  I really think that the broad spectrum of participation today really reflects the interest in developing new solutions to our transportation problems and our team looks forward to working with all of you. 
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