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Blair Hylebos Redevelopment Project at the Port of 
Tacoma, USA: Challenges and Lessons Learned  

by Jeannie Beckett
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1. INTRODUCTION 

For the last 10 years, The Port of Tacoma has envisioned doubling the capacity of the port by 
expanding the port onto the Blair Hylebos Peninsula.  The Port of Tacoma is the only U.S. west coast 
urban port that has available urban land to expand into.  To accomplish this, a $1.2 billion renovation 
or redevelopment of the Blair Hylebos Peninsula from an underutilized peninsula containing multiple 
brown fields and defunct businesses would have to occur.   In 2007, The Port entered into a long term 
development plan to increase the land dedicated to container terminals by over 500 acres.  Starting 
with a high level land use plan including improvements required to the road and rail infrastructure, the 
Port designed two new container terminals to be marketed to international shipping lines.  Schematics 
were drawn and engineering estimates made.  Negotiations started with two organizations.  At this 
point, teams of experts were formed for each of these proposed leased terminals, purchases of land 
not already owned began by the port, and the environmental cleanup began on the brown fields.  
Public outreach started and detail designs as well as cargo forecasts made.  To be as environmentally 
friendly as possible, the terminals were designed with on or near dock intermodal rail yards to enable 
containers to move efficiently by rail from the ocean terminals to their inland destinations in the 
Midwest or Upper Northeastern areas of the United States.  

In July 2007, the Port announced that the first phase of the development which was to be the YTTI 200 
acre terminal for NYK was expected to open in 2012.  This terminal was designed for an annual 
throughput capacity of 1.4 million to 1.8 million TEUs (twenty-foot container units).  The terminal 
included a 24-acre intermodal rail yard and a 2,400-foot (731.5-meter) berth on the 51-foot (15.5-
meter) deep Blair Waterway. The facility featured up to eight super post-Panamax container cranes 
and initial design concepts favored environmentally friendly electric rubber tire gantry (RTG) 
operations. The $300 million project was projected to generate about 3,000 construction jobs during 
the two-year construction timeframe. The construction work was estimated to also generate about 
$19.5 million in taxes to the state. 

In the subsequent two years the projects faced multiple challenges in meeting the goal of renovating 
the non-productive properties into revenue producing assets.  The first was the challenge of 
purchasing the needed land even under eminent domain regulations in the State of Washington.  The 
second major hurdle was the underestimated costs of the infrastructure needs including road, rail and 
utility improvement needed on the peninsula to provide access to the potential terminals. Third, the 
neighbors and other property owners contested the redevelopment of the lands for multiple reasons. 
Fourth, the down turn in the economy caused the customers to rethink their terminal needs in the short 
term. 

This paper will discuss the development process, the challenges and lessons learned over the last few 
years. 

2. BACKGROUND 

The Port of Tacoma nestled in the Tide flats of Tacoma Washington, USA as shown in Figure 1 below 
is an independent municipal corporation that operates under Washington state law.  Ports in 
Washington State are classified as special purpose districts.  The Port is governed by five 
commissioners.  The commission sets Port policy and direction, and approves all major expenditures.  
Commissioners are elected at-large by the voters of Pierce County and serve four-year terms.  The 
commission appoints an executive director, who is responsible for leading the Port and overseeing a 
staff of about 220 people.  The port owns approximately 2400 acres in the Tacoma tide flats including 
marine terminals, industrial warehouses and other real properties. 
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Figure 1: The Port of Tacoma is in the Pacific Northwest of the U.S. 

Port History 

In the 90 years since it was established by the citizens of Pierce County as a publicly owned port, the 
Port of Tacoma has become a major player in world trade.  It serves as a gateway port between Asian 
producers and consumer markets across the United States and as an export outlet for products from 
the Northwest and around the country.  A suite of factors that the Port calls the "Tacoma Advantage" 
have contributed to its success.  The advantages begin with the port's location on the the Tacoma 
tideflats along the deep waters of Commencement Bay: the port's waterways are 51 feet deep at low 
water and the tideflats continue to provide ample room for development.  The Port's acreage has 
allowed it to create efficient intermodal transportation connections between ship and road or rail, often 
right on the dock.  Cooperation between Port management and union longshore workers has provided 
an additional advantage, helping bring many of the world's largest container lines to Tacoma. 

Here is a short history of its development from 1981, when a pioneering dockside railyard fueled its 
rapid rise in port rankings, through the present. 

Intermodal Yards 

The Port of Tacoma helped pioneer a new phase in trade and transportation history in 1981 when it 
opened its North Intermodal Yard, the first dockside railyard on the West Coast. Intermodal yards bring 
two or more modes of transportation together in one location, allowing containers -- the 20-foot-long 
boxes that revolutionized cargo handling -- to be transferred from one mode to another.  Plans for 
intermodal connections between ships, railroads, and trucks had been proposed as long ago as the 
1960s.  Those plans came to fruition with the North Intermodal Yard, located on the main port 
peninsula between the docks on Sitcum Waterway and Blair Waterway. 

The success of the Port's pioneering dockside intermodal connection in expediting cargo transfer led 
to expansions and upgrades of the North Intermodal Yard throughout the 1980s.  In addition, the Port 
soon opened the South Intermodal Yard, immediately across the street from Sitcum Waterway.  The 
new intermodal connections helped fuel the Port of Tacoma's rapid growth during the 1980s.  Located 
in the Northwest where travel time from exporting countries is less than to rival ports in California, 
Tacoma particularly benefited from expanding Asian trade.  Because Northwest cities are also less 
congested and offer smaller local markets, most Asian imports are immediately shipped onward by rail 
to the Midwest and the East Coast.  Tacoma's large waterfront industrial area allowed it to build and 
operate multiple intermodal yards with easy access to interstate highways as well as long-distance rail 
lines, providing an advantage over other Northwest ports.  In subsequent decades, the Port would 
construct additional state-of-the-art dockside intermodal yards in conjunction with two new terminal 
projects, Washington United Terminals and Pierce County Terminal. 
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New Arrivals 

When Sea-Land, the giant container line that had been Seattle's largest shipping tenant, announced 
that it would move its operations to Tacoma, the company cited the savings in cargo-moving costs 
made possible by Tacoma's first dockside railyard, along with the productivity of its longshore 
workforce, as the reasons for its decision.  After Sea-Land signed a 30-year lease in 1983, the Port 
designed and built the $44 million Sea-Land Terminal on Sitcum Waterway.  The project included 
constructing a new terminal on the east side of Blair Waterway for TOTE's Alaska service in order to 
make room for the Sea-Land container terminal at TOTE's previous location.  

During five-year period from 1984-1989, three major container shipping lines began calling at the Port 
of Tacoma, dramatically boosting its ranking among U.S. and world ports.  Within weeks after Sea-
Land's first ship docked at its new terminal in 1985, another large container shipping company, the 
Danish line Maersk, followed Sea-Land to the Port of Tacoma.  In 1988, K Line, from Japan, became 
the third large container line in three years to begin serving Tacoma.  K Line moved from Seattle as 
Sea-Land had.  The additional container ships brought further growth to the port's intermodal yards.  In 
1987, the old United Grain Terminal, one of the Port's earliest projects was demolished to allow 
expansion of the North Intermodal Yard to handle the increase in container traffic K Line would bring.  
Also in 1987, both Sea-Land and Maersk named new container ships for Tacoma.  (In 1999, Maersk 
bought Sea-Land's international shipping business, creating Maersk Sealand, the world's largest 
container shipping operation, which continued to play a major role in Port of Tacoma shipping until 
2009 when it moved it service to Seattle. 

The arrival of Sea-Land and Maersk in 1985 made Tacoma the fastest growing port in North America.  
By 1986, the port had climbed from 20th to 6th in the United States in the number of containers 
transported.  Among ports worldwide, its ranking rose from the 60s to the low 20s. 

The Port and the Tribe 

Even as the Port of Tacoma grew during the 1980s, it was involved in complex and difficult 
negotiations and litigation with the Puyallup Tribe over ownership of the prime waterfront real estate 
where its facilities are located.  Much of the port, part of downtown Tacoma, all of Fife, and a stretch of 
Interstate 5 were all included not just within the Puyallups' historic lands, but within the 18,000-acre 
reservation established for the tribe in 1857.  In 1984, the tribe won a $77 million judgment for 12 
acres used by the Port since 1950, and it went on to claim the entire former reservation.  Tribal 
members rejected proposed settlements in 1985 and 1987 before agreeing to accept $162 million (the 
second largest indigenous land settlement in U.S. history) in 1988.  A 1989 federal law approving the 
settlement and formal tribal acceptance in 1990 removed the cloud hanging over Port property, paving 
the way for further development and beginning an era of cooperation between the Port and the 
Puyallup Tribe on both development and environmental issues. 

The Port continued to grow as the 1990s opened.  In 1991, another major container shipper, Taiwan's 
Evergreen Line, began serving the Port's Terminal 4.  The new arrival helped the port reach the one-
million container mark that year for the first time in its history.  But even while trade was increasing, 
large-scale manufacturers were starting to disappear from the Tacoma tideflats.  In 1992, Tacoma 
Boat, one of the area's larger employers, closed for good after years of struggling with bankruptcy. 

The Puyallup settlement opened the way for the Port to develop the upper Blair Waterway, but another 
obstacle remained.  The Blair Bridge, which carried E 11th Street over the waterway, had a drawbridge 
opening of 150 feet, more than adequate when the bridge was built in the 1950s, but too small for the 
giant container ships of the late twentieth century.  Some of the Puyallup settlement money was ear-
marked to rebuild the bridge or construct a bypass, in return for which the Puyallups gained access to 
the waterway and title to large tracts of property on its east side, where in 1996 the tribe constructed 
the Emerald Queen Casino.  In 1997, after years of negotiation and planning, a replacement route -- 
State Route 509 looping south of Blair Waterway and reaching downtown Tacoma via an innovative 
cable-stayed bridge over the Thea Foss Waterway -- was opened, allowing the Blair Bridge to be 
removed and unlocking the upper Blair Waterway for development. 

Transition and Progress  

By then, the port commission, concerned the Port was losing volume to California rivals and that its 
reputation for innovation was slipping,. In April 1997, negotiations were completed with Hyundai 
Merchant Marine for the Korean line to move its container operations from Seattle to Tacoma.  
Hyundai entered a 30-year lease for the first container terminal to be built on the upper Blair Waterway 
following the removal of the bridge.  Opened in 1999 and named Washington United Terminals (WUT), 
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the facility included the Hyundai Intermodal Yard providing dockside rail connections.  WUT was 
expanded in 2001 and 2007 to reach its present size of 102 acres. 

The seven year period from 1997 to 2004 proved to be another era of growth for the Port of Tacoma, 
which surpassed Seattle in cargo volume to become the fifth largest port in North America.  Container 
volumes set records in four of the seven years, increasing by 62 percent overall. During this time the 
Port invested heavily in the continued development of the upper Blair Waterway. 

The Tacoma tideflats' transition away from large manufacturing continued as the Kaiser Aluminum 
smelter, which had at its peak employed hundreds of workers, closed in 2000 due to increasing power 
costs and the effects of a long strike.  Although the loss of jobs hurt the local economy at the time, the 
96-acre Kaiser property, strategically located near the upper end of Blair Waterway on the peninsula 
between the Blair and Hylebos waterways, soon became a key part of the Port's future development 
plans.  In 2002, the Port contracted to buy the former smelter site from Kaiser. 

In 2001, the Port celebrated the arrival of its 20th container crane, completed the first expansion of 
Washington United Terminals, and began a 600-foot extension of the pier serving Maersk Sealand.  
The attacks that occurred on September 11 had lasting effects on the Port as on the rest of the world.  
Beginning in 2002, the Port of Tacoma, along with other ports in Puget Sound and around the United 
States, received federal grants to test and upgrade security at the ports and to improve "supply chain 
security" from the point of origin abroad to the final U.S. destination.  By the end of 2003, the Port 
complied with new security measures by adopting and winning Coast Guard approval for a Facility 
Security Plan.  Federal funding continued to help pay for the increased security expenses. 

In late September 2002, for the first time since the 1971 longshore workers strike, a labor-
management dispute closed all West Coast ports, including Tacoma, for 11 days. This time the work 
stoppage was not a strike by workers but a lockout by employers, represented by the Pacific Maritime 
Association (PMA). The PMA blamed the lockout on a slowdown by the workers, but the International 
Longshoremen's and Warehousemen's Union (ILWU) called it a negotiating ploy by management. Like 
President Richard M. Nixon (1913-1994) in 1971, George W. Bush (b. 1946) used his authority under 
the Taft-Hartley Act to order dock work to resume. With the help of federal mediators, the PMA and 
ILWU agreed on a new six-year contract in November 2002. The PMA won the right to introduce more 
new labor-saving technology, but the contract guaranteed no workers would lose their jobs as a result 
and represented one of the largest benefit increases in union history.  

New Facilities  

The Port's plans for expansion on upper Blair Waterway received a major boost in 2003, when 
Evergreen Line agreed to lease a new container terminal to be built at the head of the waterway, 
replacing the old Pierce County Terminal that had handled bulk cargo.  Until the Evergreen deal, some 
container shippers had doubts about the accessibility of the two-mile-long waterway, but with 
Evergreen in place others soon expressed interest.  The new 171-acre, $210 million Pierce County 
Terminal and Intermodal Yard, which the Port built for Evergreen over the next two years, was the 
largest construction project in Port history. 

In 2005, the Port opened major new facilities and demolished some historic old ones.  In January, 
Evergreen Line moved to the newly opened Pierce County Terminal.  As soon as Evergreen vacated 
its former location at Terminal 4, the Port began work on the redevelopment and expansion of Husky 
Terminal on the site. Opened in July, the new Husky Terminal doubled the presence of K Lines at 
Tacoma.  Finally, in October, the Port completed the Olympic Container Terminal, an expansion of K 
Lines' prior home at Terminal 7, for Yang Ming Line, which became the latest shipper to do business at 
the port.  The construction of Olympic Container Terminal required demolition of the two alumina 
domes that had served the now-closed Kaiser Smelter and the dismantling of the Port's historic first 
container crane "Big Red" and a neighboring bucket crane that had unloaded alumina from ships.  

Continuing to Expand  

Opening the three new terminals, along with the rapid increase in imports from Asia, especially China, 
made 2005 another record-setting year for the Port.  Volume jumped by 20 percent and the Port 
handled more than two million containers in a year for the first time.  An economic impact study 
indicated that 43,000 jobs in Pierce County and a total of 113,000 in the state were tied to Port of 
Tacoma activity.  Growth at the port leveled off over the next two years.  In 2006 container volume set 
a new record but the increase from 2005 was slight.  In 2007 container volume dropped to slightly 
under two million. 
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Despite slowing growth, the Port continued to plan for expansion.  From 2005 to 2007, it bought more 
than 1,000 acres, most near the Blair Waterway, to create more terminals and more jobs along the 
waterway's east side.  As with past expansion, the new plans would bring change, since some of the 
land on the Blair-Hylebos peninsula that will become container terminals is occupied by small 
manufacturers that will have to relocate.  Manufacturers are not the only facilities being supplanted to 
make room for new container terminals: the Port arranged to end Weyerhaeuser's lease for the wood 
chip facility, which opened in 1972, 11 years ahead of schedule to make more room on Blair Waterway 
for terminal development.  

By 2007, plans were in place for the first container terminals on the east side of Blair Waterway. NYK 
Line of Japan signed a lease for a terminal that the Port expects to complete in 2012.  And the 
Puyallup Tribe (which had relocated its Emerald Queen Casino away from the waterfront in 2004), 
announced a partnership with SSA Marine of Seattle to build a privately operated container terminal on 
tribal and SSA land along the Blair Waterway.  The Port finished the earliest construction work for its 
project in February 2008, completing pile-driving for a $46 million wharf on the former Kaiser 
Aluminum property following demolition and clearing of the property in 2006 and 2007.  

Ninety years after its creation by the voters of Pierce County, the Port of Tacoma continues to 
transform the landscape of Commencement Bay and the economy of the region and to play a 
significant role in both international and domestic trade. 

The Demand for Freight Rail Transportation 

The demand for freight transportation is derived from the demand for the goods themselves. No 
intrinsic value, or utility, arises from moving a trainload of coal, grain, or imported goods; rather, the 
value of the transportation derives from the value of consuming or using the good at its destination. 
The demand for freight transportation depends primarily on the overall amount of economic activity; 
the type of economic activity (for example, the relative amount of goods, which have to be transported, 
and services, which do not); and the location of economic activity (in particular, the distances between 
the sources of raw materials, distribution and production facilities, and consumers). The transportation 
industries are not passive participants in the market, however. If they can reduce the cost of 
transportation—by adopting new technologies or finding other ways to increase productivity, for 
example—they may be able to increase demand for their services. Indeed, the historical progression 
of trade from local, to regional, to national, to international was aided to a large extent by reductions in 
the cost of transportation.  Figure 2 below shows the Container Growth that the U.S, West coast had 
experienced from 1985 to 2003.  It was projected that containerization would continue at a very strong 
pace into the future. 

West Coast Container Volume
(TEUs as reported by the Ports)
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6.2% annual growth = 12 years

 

Figure 2: Historical U. S. West coast Container Growth 1985 - 2003 

The Port of Tacoma believed it had positioned itself to be the low cost provider of both port services 
and intermodal rail to move imported consumer goods into the Midwest and upper East coast of the 
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United States.  To prepare for the next 20 years they set off to develop a road map to achieve this 
goal. 

Planning for the Future 

In 2000, the Port of Tacoma launch a visioning and land use planning process in response to the 

forecasted doubling of container traffic into the United States.  Vision 2020 as the study was called,  

indentifed a develop plan for the Port for the following 20 years.  This new study updated and 

expanded on The Blair Waterway 2010 Plan, a 1991 analysis which had laid out a blue print for port 

expansion to include: 

• New container terminals in the central peninsula. 

• New berths 

• New and expanded intermodal rail facilities 

• Special use and support facilities 

• Provisions for non-containerized cargo increases 

Building on previous planning work the new study identifying key ingredients for the Port's future 

success. In an effort to keep pace with rapidly changing international trade, the Port's Vision 2020 

Study ratified the notion that Tacoma's historic port strengths would continue to be the key ingredients 

for its future success. Those strengths included: available land, natural deep water and superior 

transportation links. This study predicted a bright future for Tacoma and confirmed the Port's ability to 

successfully keep pace with competiting ports.  It offered a number of development options to secure 

the Port‗s position as one of the world's foremost container ports in the United States.  

 

 
Figure 2: Forecasted Port of Tacoma Container Volumes in thousands of TEU‘s 2002-2020 

 

The Port forecast their containerized volumes in 2000, as shown in Figure 2, to continually increase 

linerally over the next 20 years, believing consumer demand would continue to increase into the future.  

In order to make this forecast, the Port had a couple of major challenges to solve in thier development 

plans. 

The two challenges that faced the port were Larger Containerships and a Changing Mix of Cargo.  In 

2000, nearly 40% of the land available on the U.S. West Coast for container development was owned 

by the Port of Tacoma. It was believed that these lands should be build out to accommodate the larger 

ships as well as the concentration of more cargo moving in containers than ever before.  These larger 

ships were called Post-Panamax containerships, those too large to pass through the Panama Canal.  

Although, ships of this size are now very common now, and even much larger vessels have been 

constructed.  As must be remembered that back in 2000 these ships faced an uncertain future.  Which 

ports would be able to deal with these large ships, was there the water depth through the canel and at 

the dock? 
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So the plans recommended that the port prepare itself for the ability to accept the larger ships by 
developing: 

 6 miles (9.7 kilometers) of deepwater berthing on the Blair and Sitcum waterways backed by 

deep land parcels. 

 About 4.5 miles (7.2 kilometers) of medium-depth berthing on the Hylebos Waterway backed 

by shallow- to medium-depth land parcels. 

The Vision 2020 Study found that in Tacoma, containerized cargo was the only type of freight that had 

experienced growth in recent years. It projected that containers was also the only cargo category 

expected to achieve additional and accelerated growth in the coming years.  The projections shown in 

Figure 2 above forecast that over the following 20 years, container volumes were to increase from 1.25 

million 20-foot equivalent units (TEUs) to 4.53 million TEUs per year. Thus, almost trippling over the 

twenty year timeframe.  The port‗s other non-containerized cargo volumes were projected to be stable 

if not decline.  The study went on to state that the Port had the opportunity to expand their cargo 

portfilio that had historically been dependant on bulk and breakbulk up until the 1980‘s. Although, the 

volume of logs and breakbulk cargo moving through the Port declined significantly during the 1990s. 

Bulk commodities such as grain, alumina and wood chips maintained stable volumes. In addition in 

1999, automobile volumes were 33 percent below peak levels and are expected to remain flat.  It 

became clear that this was the time to plan for a new mix of cargo and larger ships at the Port of 

Tacoma.  This endeavor was supported by the port‘s strong upland infrastructure. 

Beyond the waterfront, Tacoma has a transportation infrastructure that enables cargo to move quickly 

into and out of the Port. It includes a comprehensive road network in the Port area with nearby access 

to the interstate highway system and system of ondock intermodal yards and a short-line railroad 

connecting Port terminals and businesses with two major western railroads. 

The study recommended that by 2020, the Port undertake improvements in three phases totaling more 

than $250 million in capital project. This expenditure would enable the port to meet its public 

responsibilities and stimulating business growth as well as accommodating the larger ships. The three 

phases were identfied as: 

2000 

 Dredge the Blair Waterway to -51 feet (15.2 meters) mean lower low water (MLLW). 

 Dredge the Sitcum Waterway to -51 feet (15.2 meters) MLLW. 

 Expand the Evergreen Terminal to 75 acres. 

 Widen the Blair Waterway at East 11th Street. 

 Start the Port of Tacoma Road Overpass project. 

 Add arrival/departure tracks. 

 Improve Bullfrog Junction.  

2001 - 2005 

 Expand the Maersk Sealand berth by 600 feet (183 meters) and enlarge the terminal to 150 
acres (61 hectares).  

 Extend the Pierce County Terminal wharf to 2,000 feet (609 meters), develop the first phase of 
the Pierce County Container Terminal, and construct an ondock intermodal yard for the 
terminal. 

 Increase the diameter of the Blair Turning Basin to 1,500 feet (457 meters). 

 Develop a 900-foot (274-meter) auto wharf on the east side of the Blair Turning Basin, 
including a 75-acre (30-hectare) car storage yard. 

 Develop a new log wharf and log storage facilities on the Hylebos Waterway.Demolish the 
Blair Log Terminal, extend the Hyundai wharf by 1,000 feet (305 meters), and expand the 
Hyundai Terminal by 20 acres (8 hectares). 

2006 - 2020 

 Extend the Terminal 3-4 wharf to 3,600 feet (1097 meters). 

 Build an East Blair Container Terminal
2
, including a 2,500-foot (762-meter) wharf, a 110-acre 

(45-hectare) container yard, and an on-dock intermodal rail yard. 

 Extend the Sitcum Waterway by 1,400 feet (427 meters), extend the Maersk Sealand wharf to 

3,750 feet (1143 meters) and expand the container yard to 290 acres (117-hectares). 

                                            
2
 This project was renamed the Blair Hylebos Peninsula Terminal Redevelopment Project 
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 Expand the TOTE Terminal (on the Blair Waterway). 

 Expand the Hyundai Terminal to 150 acres (61 hectares) and expand intermodal facilities. 

 Provide for a "K" Line facility that can expand to 55 acres (22 hectares) or more. 

 Expand the Evergreen Terminal to 200 acres (81 hectares). 

 Develop Phase II of Pierce County Terminal and expand intermodal facilities. 

 Relocate and expand the North and South Intermodal yards 

 

Below in Figure 4 and Figure 5, the port demonstrates their actual land use in 2006 compared to their 

vision of the tide flats land configurationwill be in 2025.  It an be observed that the port had  2 million 

TEUs in 2006 and at that point planned to grow to over 8 million TEUs in 2025.  This layout which is an 

update of the 2000 long term vision has container terminal capacity 2 to 2.5 times the 2000 

projections. 

Land Use: 2006

For illustrative purposes only

2 M TEU’s   632K Lifts

 

Figure 4: Port land use overview 2006 

Land Use: 2025

For illustrative purposes only

8-10 M TEU’s 

3-4 M Lifts

 

Figure 5:  The port projected land use in 2025 
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3. THE CHALLENGES 

For nearly two decades the Port of Tacoma had planned to redevelop the Blair-Hylebos Peninsula into 
container terminals. This peninsula has long been an industrial area charaterized by old factories and 
plants, most of which have been closed for years.  Many of these facilities were historical polluters, 
leaving the soil and ground water contaminated with heavy metals and petrolium discharges. By 2005, 
the timing for such a redevelopment was right.  It become time to start to plan and implement the third 
phase of the port expansion.  This phase was to be the most difficult of the three phases with nine 
major expansion projects.  In order to have staff that could focus on results, cross functional teams 
were developed for each project. These teams were challenged to compete against the other eight 
teams to design, sell and build thier terminal project as quickly as possible in order to meet the 
growing need of additional terminal capacity on the U. S. west coast.  One of the teams was the East 
Blair Container Terminal team. This team was renamed to be Blair Hylebos Peninsula Terminal 
Redevelopment team.  This paper focuses on thier challenges. 

In the subsequent years the project faced multiple challenges in meeting the goal of renovating the 
non-productive properties into revenue producing assets.  The first was the challenge of purchasing 
the needed land even under eminent domain regulations in the State of Washington.  The second 
major hurdle was the underestimated costs of the infrastructure needs including road, rail and utility 
improvement needed on the peninsula to provide access to the potential terminals. Third, the 
neighbors and other property owners contested the redevelopment of the lands for multiple reasons. 
Fourth, the down turn in the economy caused the customers to rethink their terminal needs in the short 
term. 

The team‘s charter was to secure a customer for the new 100 plus acre terminal to be built on a 
brownfield site and to build the terminal to suit that specific customer‘s needs.  The redevelopment 
was not to be built on speculation but in conjuction with the desires and input of this new terminal 
customer.  This terminal was to be as enironmentally friendly as financially possible including on-dock 
intermodal rail yard.  It was dreamed that this redevelopment would be the showcase of the 
U.S.Westcoast, including new container terminal technology as well as electric yard equipment.  At 
that time, international trade was growing faster than ever before.  Many national level studies 
published forecasts stated that in general the U.S. ports would not be able to keep up with the demand 
of cargo flow into the future and that new terminals needed to be built immediately.  The industry 
leaders express their concerns of the lack of terminal capacity to meet this volume projections and the 
effect it would have on the economy.  In fact, China‗s exports of consumer goods were dramatically 
increasing year after year.  Ports were seeing record-high import volumes. The industry was starting to 
panic.  

The Port of Tacoma‗s competition in Southern California experienced not only congestion at the port 
terminals but also deversion of intermodal rail cargo to less congested ports with excellent rail 
connections, primarily to ports in the Pacific Northwest. The mainline railroads were asking their 
customers to send more rail cargo through the Ports of Tacoma and Seattle to help reduce the strain 
on the California rail systems.  Shipping companies were looking for new places to expand in an effort 
to meet the projected future demands.  The projections where that the cargo was going to double if not 
tripple by 2020 and every port needed to get prepared for this new level of cargo.  The challenge was 
how to expand or build terminals quickly enough to be able to capture the cargo into the local port. 

The Port of Tacoma had spend years positioned itself perfectly.  It had been planning on this 
expansion for since the late 1980‗s. In early 2005 the planning staff completed the Comprehensive 
Tideflats Transportation Study, responding to a primary recommendation of the Vision 2020 plan.  
This study provided specific recommendations for Short, Interim, and Long-Term planning of the port 
tideflats area.  It defined long-term rail planning as a top strategic objective, providing strategic 
objectives for each peninsula‘s road and rail networks.  A coordinated systems approach was 
emphasized with detailed project by project recommendations for short-term, intermediate-term, and 
long-term objectives.  It built on a previous circulation study that had identified specific infrastructure 
projects that were required to enable movement of the cargo to and from the terminals to the major 
highway and rail systems.  Complementary to this activity was the purchase of lands as they became 
available in the port area.  

The port had been methodically buying property on the Blair Waterway and beyond in preparation for 
this need for additional container terminal space.  The Port spent more than $110 million between 
2005 and 2007 on 1,000 acres of land, three times more than they had spent in the previous decade. 
They believed that now was the time to build the new terminal to meet the increasing demand. 

The team methodically evaluated potential customers; preparing a short list of candidates and finally 
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receiving a Memorandum of Understanding from Nippon Yusen Kabushiki Kaisha (NYK) one of the 
world's leading transportation companies.  To give a perspective on what a prize this was for the port, 
the NYK Group operates approximately 740 major ocean vessels, as well as fleets of planes, trains, 
and trucks. The company's shipping fleet includes around 140 containerships, 270 bulk carriers, 50 
wood-chip carriers, 110 car carriers, 25 reefer carriers, 70 tankers, 20 LNG carriers, and three cruise 
ships. NYK's revenue in fiscal 2006 was $18 billion, and as a group, NYK employs about 48,000 
people worldwide. The company has offices in 240 locations in 27 countries, warehouses in every 
continent, and harbor operations in Asia, North America, and Europe. NYK is based in Tokyo, and has 
regional headquarters in London, New York, Singapore, Hong Kong, Shanghai, Sydney, and Sao 
Paulo. 

The negotiating team and the technical team spent over a year negotiating a lease with the customer 
and finally presented a mutually agreed upon document to both the Port Commissioners and the NYK 
Board of Directors for approval in July 2007. 

The Port announced that the first phase of the development which was to be the YTTI 200 acre 
terminal for NYK was expected to open in 2012.   This terminal was designed for an annual throughput 
capacity of 1.4 million to 1.8 million TEUs (twenty-foot container units).  To put this into perspective, 
this new terminal was to have the annual capacity of 85% of the current annual throughput of the 
whole Port of Tacoma in 2007.  The first year of operation of the new terminal would by itself have the 
ability to almost double the TEU‘s of the port.  This was to be a huge project and a gigantic 
accomplishment for the port and the community.  The terminal included a 24-acre intermodal rail yard 
and a 2,400-foot (731.5-meter) berth on the 51-foot (15.5-meter) deep Blair Waterway. The facility 
featured up to eight super post-Panamax container cranes and initial design concepts favored 
environmentally friendly electric rubber tire gantry (RTG) operations. The $300 million project was 
projected to generate about 3,000 construction jobs during the two-year construction timeframe. The 
construction work was estimated to also generate about $19.5 million in taxes to the state. 

All involved celebrated the deal and praised the redevelopment for its benefits of jobs and economic 
stimulus to the community. According to port news releases it was touted that the construction alone 
would generate thousands of jobs for the local economy and the state. In addition,the new terminal 
would create hundreds of jobs onsite and contribute to thousands of jobs both directly and indirectly 
throughout the state and county,. The business would bring in millions of dollars in state and local tax 
revenue.  Every one was very excited that the Port of Tacoma was able to secure such a prize. This 
was going to be the largest new terminal built on the westcoast.  The Port management revelled in the 
fact that they had secured this new customer and that the dream was going to come to fruition. 

Looking back to that time of merriment, the Executive Director of the Port was quoted as saying ―The 
market was white hot.‖  ―It was the time to make things happen if you were going to make things 
happen. We struck while the iron was hot‖ KEARSLEY, K. (2007). 

An Ambitious Plan 

The customer for this new redeveloped terminal was under time constraint to complete this terminal 
project due to the expiration of its current terminal contract at a nearby port at the end of June 2012.  
The project was enormous both in cost and size.  It needed to be done in less than five years time, 
which is very quick for a complicated project of this size and budget.  The port had spent three years 
building its last project, the $210 million, 171-acre Pierce County Terminal.  Now,it planned to 
redevelop most of a whole 3 mile Peninsula – including constructing two terminals – in five years.  This 
was going to be a challenge, but the port was up to it. Figure 6 below is a schematic of the terminal 
and the road and rail system needed to support this new termianl. 

The lease between NYK and the port promised that the shipping line would be able to move into its 
new terminal by July 2012 which coinsided with the expiration of its current terminal contract. The 
arrangement included the caveat that if the new terminal wasn‘t done, the port would provide the 
shipping line with another terminal space to use until their terminal was delivered.  There was 
termendous pressure on port staff to deliver this project in this short time frame. From the begining 
many of the engineering staff was concerned that it could not be completed on this timeline.  
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Figure 6: Furture Port Terminal Buildout including the Supporting Infrastructure 

Not Enough Land  

The first challenge was that the port did not own all of the land it had included in the lease footprint.  
So the team asked the Real Estate department to acquire the addtional land that was needed.  
Although the port had started to buy and in some cases condemn the land of two dozen owners a few 
months before signing the NYK lease, the port did not control all of the land needed for the terminal  

footprint.  In fact that the port didn‘t own approximately 140 acres of the property it needed for the 
development of this new terminal. Not only did the port have to construct the 168-acre NYK facility but 
since the terminal was at the end of the peninsula the port also had to build a system of roads and rails 
to support it.  There was also the problem of relocating a current tenant that was presently on the new 
terminal‘s footprint. To build the NYK Terminal, the port first needed to move the current tenant,Totem 
Ocean Trailer Express (TOTE), to an other location.  TOTE‘s existing terminal was right in the middle 
of the proposed new terminal.  TOTE would have to be moved either to an existing terminal that had 
available capapcity or the port would have to build TOTE a new terminal also.  Negioations began with 
TOTE to find a solution.  

Figure 7 shows the fully built out NKY Terminal including the on-dock intermodal rail yard, a mulit-user 
near dock intermodal yard and the road system needed to support the concept. To achieve this, the 
port not only had to purchase the lands needed for this schematic but also work with the neighboring 
landholders since they would all be disrupted during the construction of the terminals and the support 
systems. 
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Figure 7- NYK Terminal layout with supporting Road and Rail Infrastructure 

The Real Estate department of the Port of Tacoma followed a seven step Acquisition Process 
including: 

• Identification of Properties needed to be assembled 
• Meetings with Landowners 
• Seeking Letters of Intent to Sell followed by Purchase and Sale Agreement 
• Delivery of Notice Letters after extended efforts 
• Keeping partners informed 
• Offering relocation options to the affected property owners and their tenants 
• File eminent domain action if no engagement is received from the owners. 

The case was publically made that the properties were needed to support future maritime development 
including terminal facilities, road and rail infrastructure, and public transportation needs.  The Port 
Commission approved a resolution per statue noted below stating this public need and giving the port 
staff the authority to move ahead with eminent domain if needed.  The resolution stated that ―the Port 
of Tacoma will seek to acquire the property by direct negotiation based on fair market value. If direct 
negotiations are unsuccessful, this action will authorize the Executive Director and legal staff to take 
necessary steps to file condemnation proceedings and acquire the property.‖ 

The Real Estate department worked very hard to secure the needed land through direct purchase of 
the affected properties.  While the property purchase negiotations where occuring the Governmental 
Affairs department was talking to both the local Press and local public entities about the need and the 
proposed develoment of the properties.  But not all land owners where willing to sell their property to 
the port. 

Under State of Washington law, public entities have the authority of eminent domain.  RCW 53.08.202 
states the port authority of eminent domain under state law: 

A port district may construct, condemn, purchase, acquire, add to, maintain, conduct, and 
operate sea walls, jetties, piers, wharves, docks, boat landings, and other harbor 
improvements, warehouses, storehouses, elevators, grain-bins, cold storage plants, terminal 
icing plants, bunkers, oil tanks, ferries, canals, locks, tidal basins, bridges, subways, 
tramways, cableways, conveyors, administration buildings, fishing terminals, together with 
modern appliances and buildings for the economical handling, packaging, storing, and 
transporting of freight and handling of passenger traffic, rail and motor vehicle transfer and 
terminal facilities, water transfer and terminal facilities, air transfer and terminal facilities and 
any combination of such transfer and terminal facilities, commercial transportation, transfer, 
handling, storage and terminal facilities, and improvements relating to industrial and 
manufacturing activities within the district, and in connection with the operation of the facilities 
and improvements of the district, it may perform all customary services including the handling, 
weighing, measuring and reconditioning of all commodities received. A port district may also 
construct, condemn, purchase, acquire, add to and maintain facilities for the freezing or 
processing of goods, agricultural products, meats or perishable commodities. A port district 
may also construct, purchase and operate belt line railways, but shall not acquire the same by 
condemnation. 
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So finally in May 2007 the remaining lands were brought to the Port of Tacoma Commission to 
authorized the use of the port‘s powers of eminent domain to force the sale of 140 acres of privately 
owned property on Tacoma‘s Tideflats to the Port of Tacoma.  The port wanted the property so it could 
develop marine cargo terminals on the east side of the Blair Waterway. The action affected 22 
property owners many of whom leased their land to other businesses. Those businesses at the time 
generated an estimated 680 jobs for the community. Tacoma‘s City Manager commented that in 
addition to the current job losses, the city would lose some of its taxable revenue as the property 
changes hands from privately owned to port ownership.  He further stated that even though there was 
a strong desire to relocate those businesses in the area, the port was putting the City into a 
conundrum because on one hand the City would lose the business, but the on the other hand they 
wanted the port to be strong and grow.  Port staff responded that it was there hope that most of the 
affected businesses will need to relocate, though some might be able to reconfigure operations at their 
current locations. 

It was stated by the Commission President that the port would condemn property only as a last resort 
and planed to continue to negotiate purchases with property owners.  When asked why the port was 
condemning the property under eminent domain, one of the Commissioners responded ―This is not 
something we do lightly,‖ ―This is not a hammer; it‘s something that‘s a last-ditch effort‖ KEARSLEY, K 
(2007).  Though the port won‘t need any of the properties for at least a year, the port wanted to secure 
the rights to the property in the upcoming weeks and months to facilitate development. 

Many of the local property owners were concerned and voice their opinions about the port‘s action.  
Saying the port‘s action has an immediate effect on their businesses, it was highlighted that this effect 
is especially to customers considering long-term contracts with their companies.  It was noted that in 
many cases the port did not need the property for years but wanted to condemn the property 
immediately so that the port had the security of knowing that it had the property under its control.  
Additional concerns were express about the employees of the affected business reaction to the long-
term longevity of their current jobs.  Business owners voiced that condemning the property 
immediately was having an effect immediately on businesses for which there was not compensation. 

In the end the Port purchased only 58 acres of the 137 acres of private property that the port had 
begun to aggressively trying to buy in 2007.  The four remaining properties total 79 acres, nearly 60 
percent of all the land the port wanted to buy.  The Port recently discussed that they would drop the 
condemnation lawsuits against the remaining four land owners in which the port had not been able to 
find a mutually agreeable solution.  The Port Commission said it had no reason to continue the 
lawsuits against the current landowners‘ if the port was not going to develop the land immediately.  
The port is in final negotiations with those owners to settle the condemnation suits, and will drop the 
suits if agreements can‘t be reached.  A settlement doesn‘t necessarily mean that the port buys the 
property. The agreement could result in a number of things, including an option to buy the land or 
some sort of property exchange. The commission approved the use of the port‘s power of eminent 
domain – its legal right to force the sale of private property – to acquire the properties, and the port 
ended up filing condemnation suits against all 23 property owners. It eventually settled with 19 of the 
owners, in most cases buying the land.  

Rough Estimates 

The initial cost estimates were optimistic – and pretty rough.  The port‘s first projections from mid 2007 
placed the total project cost at about $800 million.  The deal with the customer was based upon NYK 
paying over the life of the lease for everything "inside the fence" of its terminal and a their allocated 
portion of the road and rail infrastructure. The port initially would fund the whole planned 
redevelopment of the peninsula being paid back over time for the customer‘s share of the costs.  The 
port would have to cover the rest of infrastructure costs required for the peninsula redevelopment 
including road, rail and utilities.  It was thought that there would be a financing solution to recoup these 
costs from other land owners that benefited from the improvements on the peninula. 

Weeks after the deal was announced, Port officials said that the port could comfortably afford the 
project. As a safeguard, the port‘s own policy requires its profits to cover two times its annual debt 
service. 

Creative Deal Structure 

The lease structure chosen for this terminal was based upon the commerical real estate concepts of 
building a facility to suit the specific customer as well the customer paying for the portion of the shared 
infrastructure it uses.The NYK's lease which was designed to end up paying for the construction of the 
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terminal, a return on the land it was built on and a portion of the needed infrastructure improvements.  
This lease structure varies from other leases the port has with its other terminal customers. 

NYK's lease cost is based on a percentage of the land's value and the amount of debt incurred by the 
port to build the terminal plus a guaranteed percentage of profit. Structuring the lease this way helps 
the port and NYK account for unpredictable construction costs and shares the risks between the two 
parties. The port estimates that the lease will generate about $40 million in revenue to the port per 
year over the life of the lease.  In addition to the lease, NYK will pay for the terminal's equipment, 
including the container cranes.  

 $81 million for infrastructure related to the NYK terminal: This includes road improvements and 
rail tracks on the East Blair Peninsula.  

 $111 million to relocate the TOTE terminal: Totem Ocean Trailer Express ships goods to 
Alaska via its terminal on the Blair Waterway. To build the NYK terminal, the port needs to 
move TOTE from its current location toward the mouth of the channel.  In the end the port will 
be building TOTE a whole new terminal. 

Environmental Problems 

By fall 2007, dozens of people working on the development. The port hired consulting firms to do the 
majority of the planning and provide temporary staff for the project. Weekly meetings of an estimated 
40 key people were held.  Cost estimates began to climb as the planning progressed.  Eventhough the 
port knew environmental work would be necessary to clean up polluted properties, it was noted by 
staff that the original projections didn‘t include an estimate for these costs.  This was said to be 
because the port had some ideas for cleanup solutions and the costs of such, but not exact plans. 

The port‘s development plans included well-known contaminated properties. The main hurdle was the 
former chemical factory site, which sat in the footprint of the terminal configuration.  

The federal Environmental Protection Agency and the state Department of Ecology have been working 
to clean up the 32-acre site and surrounding land and water for years. But, the work was nowhere near 
complete. Due to the time constraints based upon the committment to open the terminal opening by 
mid 2012, the port wanted to develop the property many years before expected completiom of the 
cleanup by the EPA and the Department of Ecology.  

Port officials said that the port wanted to work with current land owner and the EPA to see whether the 
cleanup schedule could be shorted by the proposed paving on the terminal site.  Thus, the port 
proposed caping the land with paving to contain the pollution in place which they said would 
accomplish much of what was needed to clean up contaminents of the old factory.  But EPA did not 
agree with the port‘s plan nor timelines.  EPA staff did not think that the port had done their due 
diligence in the business concept and lease for the effected properties.  Although the port had 
generally acknowledged the contaminated sites, it was EPA‘s opinion that the port did not aknowledge 
authority of the environmental agencies and how long the property would take to clean.  

The OxyChem property and surrounding area is one of the most contaminated sites in the 
Commencement Bay Superfund cleanup, according to the EPA. The company manufactured chlorine 
gas, caustic soda and chlorinated solvents. The latter two spilled onto and beyond its property and into 
the water.  

The EPA learned about the port‘s scheduled development in the newspaper in May 2007. The agency 
and the state ecology department told the port‘s environmental staff members their concerns via a 
phone conversation in June.  This was followed up by another meeting in late July 2007 on the same 
day port commissioners approved the lease with NYK. 

In the eyes of the environmental agencies, the port staff was not listening and in fact ignoring the 
agencies concerns over the timing of the site clean up and how the development and the cleanup were 
to coexist.  The environmental agencies had not decided on a remedy for how to do the rest of the 
Chemical plant cleanup. These agencies told the port numerous times that it was premature for the 
port to proceed with engineering and architecture work before the agencies made a decicion on what 
the the remedy for the clean up was to be. 

In May 2008, the port and the agencies finally agreed on the issue when port staff members 
announced to the EPA and the ecology department that the development plans had changed and the 
port would follow the proposed agency cleanup schedule. This was due to the terminal designers 
figuring out a layout that would build around the environmental clean up site in the short term. 
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Road and Rail 

Although the environmental costs had not been included in the orginal estimates it later became 
known that other cost were either grossly underestimated or not included. Estimates from June 2007 
detailed the infrastructure costs at $269 million.  It was announced that the NKY related infrastructure 
costs would be $81 million of this amount  But in the end both of these estimates again were too low. 
As the design group continued their work by spring of the following year, the port‘s team of consultants 
had a more detailed design and cost estimates for the roads, train tracks, rail yards, overpasses and 
underpasses to support the shipping terminals.  The new estimated was now $499 million, an 85% 
increase over the estimate from nine months earlier.  The largest increase in the cost estimate came 
from the utitilities portion of the infrastructure.  The challenge was how to lay out the utilitly corridor 
along the 3 mile length of this peninsula.  Initial estimates assumed that because the peninsula housed 
previous heavy electical user industrial companies that the electrical capacity the new terminals 
needed was available.It was. But everything needed to deliver the power was in the wrong spot.  The 
cost to relocate the utilities was much greater than anticipated.  There was also the extra cost of the 
urgency of the relocation to meet the date of operational start-up.  Thus, the local utility companies 
where charging a premium to prioritize this project over others that were already planned during this 
five year development window. 

The project capital costs had now increased to nearly $1.2 billion – almost 50 percent higher than the 
port‘s original projections. The cost of NYK‘s terminal alone went from an estimated $335 million to 
$439 million. Although it is typical for estimates to rise over the project life, these increases are usually 
accounted for in continuencies built into the prelininary estimates.  In this project, there were healthy 
continuegency in the range of 30% but these continuency were eaten up by the lack of an estimate on 
major items such as the utilities and the underestimating of the challenges that would be faced in 
designing /building the overpasses on the very unstable soil on that peninsula. 

To check the estimated the Port hired a third part to do a value engineering and risk assessment 
review to see if the staff and consultants had overlooked somtheing that could save both the port and 
the customer money.  The state Department of Transportation was brouhgt in to do this study for in 
two months for $200,000. Unfortunately the port announced that the study had confirmed that the new 
higher estimates of $1.2 billion were not overstated and if anything might be understated in certain 
areas when the probablity of completing the project on this timeline was considered.  It also showed 
little chance of finishing construction on NYK‘s terminal by 2012.  The study stated that it was more 
likely that the terminal would be finished in August 2015, three years after the required completion date 
of June 2012 per the contract.  

From reports it is told that following the study there were internal discussions on whether the port 
should or could break its contract with NYK. The project was burning through money, costing the port 
an average of $2 million per month.  The challenge for the management and decision makers was that 
there was a lease in place that held the port to delivering the terminal by July 2012.  It was becoming 
more clear that the delivery of the full terminal was starting to look impossible.  Thus, they started to 
strategize on what could be done.  Could a smaller terminal be delivered on schedule? Or was there 
another location that the customer could move into until the new termnal was ready for operation.  
Was there a different way to design the road and rail infrastucture such as an off-dock rail yard and 
dray the intermodal containers to a mulit-user rail yard?  All possible solutions were reviewed. 

The neighbors protest the project 

For many years the Puyallup Tribe and the Port had been at odds about the development of the tide 
flats.  Now with the Tribe‘s new partner SSA, these two land owners protested the port‘s design for the 
road and rail systems on the East Blair peninsula.  Their position was that the port could not use all of 
the currently available road capacity for the new terminal as SSA and the Tribe were also designing a 
like sized container terminal to be build during the same timeframe.  In the end the Port, the Tribe and 
SSA negiotated a complicated pact agreeing not to protest against each others projects. While 
negotiations between the Port and Tribe were initially focused on topics related to a street vacation 
issue that ties into the Port's expansion plans, the talks later broadened to address more long-term 
economic development plans and opportunities.  

In 2008, officials representing the Port of Tacoma Commission, SSA Containers Inc., the Puyallup 
Tribal Council and Marine View Ventures (MVV), the economic development arm of the Puyallup 
Tribe, signed four key agreements that focus on cooperation and coordination of marine terminal 
developments on the Blair-Hylebos Peninsula.  
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The four agreements including a Cooperation Agreement between the Port, Tribe, Marine View 
Ventures and SSA Containers Inc.: The agreement states that the Port and SSA Containers will 
cooperate on the following:  

Terminal Developments: Mutual support for the other parties‘ individual developments; 

 Intermodal Rail Cooperation: SSA Containers and the Port agree to cooperate on 
maximizing the efficiency of the intermodal rail system in Tacoma and to increase overall 
capacity; 

 Road Infrastructure Cooperation: All parties agree to cooperate to leverage public/private 
funding for road infrastructure and to negotiate in good faith to reach agreement on 
individual contributions to road infrastructure improvements; and 

 Future Cooperation: The parties agree to explore as necessary additional opportunities for 
cooperation. For example, maximizing mutual berth development opportunities, if desired, 
or future lease and/or land value exchanges as appropriate. 

The Port of Tacoma and Puyallup Tribe of Indians have worked on economic cooperation for a long 
time dating back to the historic 1988 Puyallup Indian Land Claims Settlement Agreement.  This 
agreement was said to assure greater cargo capacity for the region, which was expected to create 
thousands of construction jobs and permanent, family-wage jobs when the terminals open.  This 
agreement also created a unique opportunity to complete environmental cleanups of old industrial 
sites. 

Many applauded the opportunity of this partnership between the Port of Tacoma, the Puyallup Tribe of 
Indians and SSA Marine to successfully develop the East Blair Waterway.  This partnership was set to 
increase freight capacity in the Puget Sound area of Washington State– making the region more 
competitive while creating jobs and economic growth in the local communities. Soon after these 
agreements were signed the economy started to show a drop in demand for containerized 
commodities. 

The Recession Hits 

Meanwhile, the recession was hitting the Maritime industry. Shipping rates were falling.Year over year 
Cargo volumes were droping.  NYK brought in an operational team to look at the proposed terminal 
and asked that team to find cost saving solutions since NYK was paying for the terminal on a cost plus 
basis.  It soon appeared that even NYK was having doubts about wanting to build such a large 
terminal in such an economy, but the company hadn‘t said so to the port. Both sides continued to 
design the terminal and its supporting infrastructure.  Port staff repeatedly stated that the contract 
required the port to make a good-faith effort to deliver the terminal by 2012. Thus, staff continued to try 
to cut costs by changing the project‘s scope but remain with it the contract bonds. They were obligated 
to find a solution even if it had to be on another site to accommodate NYK in 2012.  Rumors were 
flowing that each side was waiting for the other to „ blink―.  The contract was written is such a way thatr 
the party that pulled out of the deal had to pay damages and all costs of the transaction. 

The project finally ground to a halt in February 2009. The economy had gone from bad to worse. The 
port‘s container volumes and revenues were down and layoffs were pending. NYK sat down with port 
management in the first quarter of 2009, when it became evident and obvious that neither party could 
financially afford to build the terminal. NYK officially said it didn‘t want to proceed with its terminal at 
the time based upon the economy. The shipping line has since laid off hundreds of people and laid up 
hundreds of ships.  

In a statement an NYK executive announced ―Current projections would indicate that we are going to 
be into at least 2017, 2018 or 2020 before we get back to the need to even think of more facilities―. 

By then the port had already spent $190 million:  

• $146 million to acquire the property and demolish vacant buildings. 

• $35 million on design and planning. 

• $6 million on environmental cleanup and permitting. 

• $3 million in staff resources to support the development. 

Commissioners voted to cancel the lease with NYK in Febuary 2009. 
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The commisioners and the Executive Director said the property remains a good investment. The port 
will build something on it someday and lease much of it until then. But how much of the money spent 
on planning and design ends up wasted is unknown. NYK and the port are still figuring out who will 
pay for $11 million of the $35 million of that work. 

While this saga was going on one of the port oldes customers announce it was moving to Seattle. 
Although this move will hurt the port‘s container volumes, the port was lucky in that the departure to 
Seattle created an opportunity for the port to provide NYK a place to land for its ships without the port 
having to build the company anything new.  This event enabled the port to meet the oblications of thier 
lease terms with their newest customer NYK.  If this had not happened the port and the customer 
would be tied up in legal agruments for years to come. 

A Relative ‘Win’ 

The compremised deal is characterized as a ―win,‖ noting NYK is still coming to Tacoma and neither 
the port nor the shipping line had to invest more money to make it happen. But for many who worked 
on the project, it feels like a failure. The engineers remains disappointed. ―This was going to be a 
capstone of career and I was going to deliver this wonderful project and be able to do the ribbon- 
cutting and it ain‘t going to happen,‖ the lead engineer is noted as stating. 

Immediately after commissioners approved canceling the lease, the Executive Director scheduled a 
meeting with them to talk about his future and ―a transition in leadership.‖  All  members of the team 
and the comunity have learned a lot in the past two years.  It has been  acknowledged that  the agency 
wasn‘t ready in terms of experience and skill to tackle such a development. 

―It would be ideal if we could be exactly where we wanted to be when the market was ready to just 
blossom,‖ The Executive Director said. ―I would say that we weren‘t where we wanted to be‖ 
KEARSLEY, K (2007). 

4. LESSONS LEARNED 

Assets need to be secured before a Lease is written: One of the lessons that can be learned from 
this case study is for a project to be built on time and budget not only does the plan have to be 
accomplished by the assets need to be available.  If the port had already owned all of the land that it 
committed to the customer, the cost of that land would have been a set cost already accounted for on 
the balance sheet of the port.  If the infrastructure had already been built, then the costs for the utility 
relocation, the roads and bridges where have been known.  If the port had a clean-up plan agreed to 
by the agencies then although the clean-up costs might not have been firm, there would have been at 
least a credible estimate to be used in the structure of the lease.  The clean-up plan would have also 
given the port the confidence that the terminal could have been built within the time constraints 
negotiated in the lease. 

All costs elements must be estimated even if unknown: The second lesson is that when a team is 
aware that there are unknown costs, these costs should not be ignored.  But instead a best guess 
estimate or a plug number needs to be included in the cost projections.  The port had a generous 
contingency of 30% included in their cost estimates but this contingency was used up for items that 
had been earlier identified.  Thus, there was no contingency put in for the ‗unknowns‖.  The port treats 
the ―unknowns‖ as not being an expense that would have to be paid. 

Creative deal structures are important: The third lesson learned in a positive sense is that a 
creative deal where the public private partnership shares the development risk is beneficial to all.  A 
structured method where the risk is shared by all parties is a good approach.  Although this project will 
not get built in the way or the timeframe it was envisioned, the process that the port and the customer 
used to find each other negotiate the deal and ultimately terminate the construction of the project was 
a very forward thinking and risk tolerated process.   

Involving a Value Engineering and Risk Evaluation Process is Valuable:  A forth lesson that can 
be taken from this case is that having an outside party do a Value Engineering and Risk Evaluation 
Analysis can both give the decision makers and the staff working on the project more confidence that 
the estimates and timeframe is reasonable as well as point out the areas which items are very risky 
and probably non-obtainable in the timeframes / budget available. 

Joint Planning with other Land Owners is Beneficial:  In order to build infrastructure that will be 
used by the project and other land holders that is cost effective and sized for all, the future uses and 
volumes need to be shared with each stakeholder.  It is important to share future plans with the 
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neighbors even if it is the competition.  If this is not done, the infrastructure will not be planned 
correctly and will have to be rebuilt at a higher cost to all.  

Assume Economic Cycles: Finally, do not assume that the economy will always be strong.  Include 
alternative scenarios projecting good and bad times ahead.  Develop the planning and capital 
budgeting processes to include these cyclical variations. 

5. CONCLUSION 

From nearly the beginning, the project – started in 2007 – was fraught with problems, including cost 
estimates that ballooned from an initial $800 million to nearly $1.2 billion and a construction schedule 
that was virtually impossible to meet. 

When Port Executive Director sold the port commission on the project, his estimate didn‘t include the 
money or time it would take to clean up a well-known toxic site that sat in the way of development. And 
the estimate didn‘t account for relocating power to the new terminal, something Farrell later said he 
should have known about.  

The port management and the commissioners knew by October 2008 that the project as originally 
pitched was too expensive and couldn‘t be finished by the July 2012 due date. A state study 
commissioned by the port had confirmed that. They discussed at times whether to break the lease with 
NYK. Instead, they chose to forge ahead, continuing to plan for the project – at a cost of $2 million a 
month – before ultimately pulling the plug in February 2009.  Total spending on the abandoned Blair 
Development reached $190 million.  

Additionly, missteps in the process caused tension among port staff members and helped erode the 
relationship between the commissioners and the Executive Director, who has now left the port.  He 
had repeatedly said that the lease accounted for ―unknown unknowns‖ by providing that the shipping 
line share in the cost of building its terminal.  But costs keep going up and the economy crashed.  
Soon no one could afford this state of the art terminal and all had to rethink their committments. The 
project that was going to make the Port of Tacoma the „star― of the maritime industry was no longer 
even a dream.  The ecomony had crashed and taken the port with it.  As can be seen in Figure 8 
below, the current container projections show only minor growth of 1 – 2 % per year after expecting to 
bottom out in 2010.  The shine is gone, the Port of Tacoma has returned to a place among many 
medium sized ports. It may not even reach its 2000 volume levels for many years. 

 

 

Figure 8: Port of Tacoma Container Volumes 1990-2014. 
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