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FMC asked to slow fast tracking of Red Sea-linked
freight surcharges

Michael Angell, Associate Editor | Feb 7, 2024, 5:05 PM EST

A slew of emergency ocean freight surcharges being levied on US shippers is getting
little, if any, regulatory oversight, the Federal Maritime Commission (FMC) was told
Wednesday, as both importers and exporters asked the agency to perform more
scrutiny on new fees before approving them. 

Since Dec. 21, the FMC has granted seven emergency waivers to container lines that
enable them to immediately add surcharges to their existing ocean freight tariffs
without the 30-day notice required under US shipping law. All the surcharges are
linked to the higher operational costs ocean carriers face as they continue to divert
ships away from the Suez Canal due to the ongoing attacks against commercial
shipping in the Red Sea by Houthi militants based in Yemen.  

Ocean carriers have received emergency approval to tack on anywhere from $150 to $2,700 per
container to freight rates due to diversion around southern Africa. Photo Credit: byvalet /

Shutterstock.com.
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The surcharges, meant to cover the costs of longer transits around southern Africa,
have ranged from as little as a $150 per standard dry container fee charged by Wan Hai
Lines to $2,700 that CMA CGM is levying.  

Shippers, during a hearing called to discuss the surcharges, told the FMC they are
concerned the surcharge waivers, some of which were approved the same day they
were submitted, are allowing ocean carriers to recoup more than the actual increased
costs of the longer transit around the Cape of Good Hope. Sarah Gilmore, a director for
the Retail Industry Leaders Association, said the fees could “result in tens of millions
of other costs for retailers if the crisis persists for months.” 

“The FMC should look at the transparency of these surcharges as questions still
persist about their correlation with actual costs,” Gilmore said. 

FMC Chairman Daniel Maffei told the hearing that with the sudden rerouting of ships,
ocean carriers need to recoup higher operating costs, lest vessel services halt
altogether. Still, Maffei said carriers should ensure that surcharges are justifiable.  

“It is not unreasonable for carriers to recover some of these higher costs,” he said.
“The terrorist threat in the Red Sea is well within the purpose of these exceptions
because without these waivers ocean freight service could be dramatically curtailed,
creating a far worse situation. 

“However, granting these special permissions does not provide ocean carriers carte
blanche to invent fees and surcharges for unrelated reasons,” Maffei added. “Fees and
surcharges must be clearly defined, serve a specific purpose, and have an end date.” 

Joe Kramek, a director at the World Shipping Council, said the diversions are an
emergency given the risk to seafarer safety from the Houthi attacks. Kramek said the
many ancillary decisions that ocean carriers face — from rearranging transshipping
options and bunkering ports to redeploying vessels from one service to another — due
to rerouting ships away from the Suez Canal make it difficult to calculate the full costs
immediately. 

“It’s a major disruption to [one of] the biggest sea canals in the world, and cargo is still
flowing,” he said. “That’s because our members have made significant operational
decisions to keep that cargo flowing.   

“It’s not just the extra distance or the days of travel time that’s significant,” Kramek
added. “You have to reposition feeder services and transshipment points because
these are global networks. It’s not an easy decision to make.” 

Carriers given ‘carte blanche’ 
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Peter Friedmann, executive director of the Agriculture Transportation Coalition (AgTC),
told the FMC commissioners that many US ag exporters sell cargoes with freight costs
pre-paid. But ocean carriers are subsequently levying surcharges on exporters who
cannot recoup them from their customers. 

“The [ocean freight] price has already been baked in,” Friedmann said. “There’s a lot of
soybean exporters that just stopped because they are going to take a loss.” 

Friedmann added that the rapid approval of the waiver requests demonstrates that
there’s been little review or oversight of what the surcharge entails. “Was there any
calculation of the cost to the carrier?” he said. “Certainly not. Yet they got carte
blanche, blank check approval to institute surcharges.” 

Jonathan Gold, vice president at the National Retail Federation (NRF), said his group’s
members have seen rates increase $1,500 to $3,000 per container due to the various
surcharges. He said the burden is falling hardest on smaller volume shippers that can
least absorb the higher costs. 

“Many smaller shippers are not able to negotiate all these fees and are forced to
accept higher costs to get their cargo,” Gold said, adding the FMC needs to ensure that
“any rate increases are reasonable, targeted and transparent to shippers.” 

Gold said that the knock-on effect of the diversions around southern Africa, coupled
with the ongoing limits to shipping through the Panama Canal, could result in a return
to port congestion, particularly on the US West Coast, if the current disruptions drag
on.  

Tim Avanzato, head of logistics for packaging goods distributor Lanca Sales, told the
FMC that the Red Sea diversions have not been a major challenge yet. He said that
with a few exceptions, most ocean carriers are honoring their contracts without new
surcharges. Yet, he too sees the need for more transparency around what’s being
charged.  

“I have to commend the steamship lines for doing all this in real time,” Avanzato said.
“There’s been some delays. Customers might not like it, but [cargo is] getting to where
it needs to get.  

“I feel that [Red Sea surcharges] are valid,” he added. “I would like to see it based on
the actual amount of time it takes [for the Cape voyage] and the fuel it requires to
ensure it’s within a reasonable scope that people can digest.”  

Contact Michael Angell at michael.angell@spglobal.com.  

https://www.joc.com/article/alliance-diverts-ships-through-suez-ahead-panama-canal-transit-cuts_20231201.html
mailto:michael.angell@spglobal.com


2/12/24, 11:11 AM FMC asked to slow fast tracking of Red Sea-linked freight surcharges | Journal of Commerce

https://www.joc.com/article/fmc-asked-slow-fast-tracking-red-sea-linked-freight-surcharges_20240207.html?utm_source=Eloqua&utm_medium=email&utm_campa… 4/4

 

© 2024 S&P Global. All rights reserved. Reproduction in whole or in part without permission is prohibited.

You are permitted to print or download extracts from this material for your personal use only. None of this material may be used
for any commercial or public use. For more information on reprints/eprints, please visit
https://subscribe.joc.com/mediasolutions/.


