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Cost of Congestion & Key Freight Bottlenecks — May 2022 Recap 

Delay and congestion cost commercial industry millions of dollars each year. This cost eventually becomes a burden 
on the sustainability of the freight transportation sector, and the cost of goods and services for the end-consumer. 
This can be as straightforward as friction between volume and capacity, but freight congestion can also represent the 
challenge of reconciling network functionality with economic behavior.  

 

For May 2022, overall congestion costs on the Statewide Priority Highway Freight Network rose by a nomi-
nal 0.7% or just over $981K, however this was at a slower pace than overall the overall 2.6% increase in 
VMT on the network during the same time frame. As a result, the average daily cost of congestion per VMT 
enjoyed a 3.2% improvement over April, reversing a three month negative trend. Focusing on the most sig-
nificant freight bottlenecks in the state during May, we see a 3.7% improvement in the total cost of com-
mercial delay on the Top 10 bottlenecks and a reduced impact of these priority bottlenecks on overall 
statewide congestion. May’s Top 10 bottlenecks, largely focused in urban and suburban areas, also repre-
sent 38.1% more VMT than April which contributes to a nearly 30% (29.6%) improvement in the bottleneck 
cost per VMT for the month. Once again incidents were a major factor in bottleneck ranking with 177 total 
events or incidents in the Top 10, a 31% increase over April, but still shy of the annual high watermark of 
182 in March 2022. Overall the Statewide Priority Highway Freight Network saw improved fluidity versus 
April 2022, a nominal 2.2% improvement Year-over-Year from April 2021, yet 2Q2022 remains on pace to 
exceed congestion costs from 1Q2022. 
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Key Supply Chain Issues facing North Carolina 

• West Coast labor contract to expire without replacement; no stoppage expected: The current labor contract between 
the International Longshore and Warehouse Union (ILWU), representing 22,400 workers at nearly 30 west coast 
ports, and shipping terminal and carrier industry’s representation the Pacific Maritime Association (PMA), will expire 
on Friday, July 1st, yet no new contract has been agreed upon. Negotiations began in May and have, to this point, 
been productive. The Biden Administration has proactively engaged both sides far earlier than prior administrations 
facing similar situations and with a much stronger relationship with the port industry than prior administrations after 
ongoing national supply chain issues. Key points of negotiation include wage increases and expansion of automation, 
neither new to this long-standing conversation between labor and operators. Despite the lack of a new contract, 
talks are continuing and there is no labor stoppage or slowdown expected as the contract expires. It is not atypical 
for cargo operations to continue after the expiration of a contract. A joint release by the ILWU and PMA said, 
“Neither party is preparing for a strike or a lockout, contrary to speculation in news reports. The parties remain fo-
cused on and committed to reaching an agreement.” Although typical for negotiations, the economic timing on 
reaching an agreement is important for the full supply chain sector with several west coast ports servings as a prima-
ry Asian gateway handling an import surge. Retail purchasing is pulling volume and pushing inventory levels up even 
ahead of peak season. For example, in May, the Port of Los Angeles processed 967,900 TEU (twenty-foot unit equiv-
alent containers), its third-busiest month since 1953 when it took in its first containers. (May 21, Oct. 20, rank first 
and second respectively.) Labor talks also take place as waterside congestion at west coast ports has subsided, (e.g. 
just 21 ships at anchor in LA awaiting berths, down from more than 100 in 1Q22), while supply chain congestion is-
sues have moved inland.   

• Logistics and transportation costs rose significantly in 
2021: According to the Council of Supply Chain Manage-
ment Professionals’ 2022 Annual Report, released this 
month, US business logistics costs rose more than 22% in 
2021 to $1.85T, or 8% of the nation’s $23T GDP. This rep-
resents is the highest percentage of GDP attributable to 
logistics costs since 2008. Driven by increased consumer 
demand and inventory recovery, trucking costs increased 
23.4% to $831B last year while tight capacity and volatile 
spot market rates delivered significant profits for top car-
riers (despite their own operational costs increases). On-
going shifts in consumer purchasing habits continue to 
bolster the eCommerce sector whose sales now account 
for more than 14% of US retail sales or $871B. By exten-
sion, parcel shipping’s key role in eCommerce fulfilment 
was not immune to cost increases adding more than 15% 
in costs YoY or $134.5B last year. For air freight, with ca-
pacity tied closely to commercial passenger aviation’s re-
covery, overwhelming demand pressed costs to $52.7B in 
2021, a 19.2% increase. For freight rail, service level dis-
ruptions from port congestion coupled with equipment 
shortages and labor issues contributed to an annual cost 
increase of 18.8% or $88.3B. Business inventory levels 
dropped significantly in 2021, but inventory carrying 
costs, logistics and warehousing costs (including freight 
financing), rose by 25.9% last year. Warehousing in partic-
ular has seen a surge in demand pushing  vacancy rates 
down to 3.7%, while rents increased 9.5% over 2020 levels. For context, the 22.4% increase in logistics costs in 2021 
was preceded by a 4% drop in 2020, less than 1% growth in 2019, and a more typical 11.4% increase in 2018.  
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