
16/11/2021, 15:29 Focus: Co-ordinated action essential to mitigate maritime supply chain crisis :: Insurance Day

https://insuranceday.maritimeintelligence.informa.com/ID1138927/Focus-Co-ordinated-action-essential-to-mitigate-maritime-supply-chain-crisis 1/3

This copy is for your personal, non-commercial use. For high-quality copies or electronic

reprints for distribution to colleagues or customers, please call UK support +44 (0)20 3377

3996 / APAC support at +65 6508 2430

Printed By

Focus: Co-ordinated action essential to mitigate
maritime supply chain crisis
By Ton Schox, Sedgwick

Supply chain issues enable shipowners to obtain higher freight rates and offset increased costs, including the
cost of insurance, but a more comprehensive solution is needed to avoid a global recession

THE GLOBAL SUPPLY CHAIN CRISIS HAS SEEN AN ACUTE SHORTAGE OF

CONTAINERS
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The world is increasingly suffering from global supply chain disruption. However, container carriers can
expect to see enormous pro�t for the year 2021, thanks to shortages and an imbalance both in the number
and location of containers across the globe. After many lean years, the tide has turned and this move towards
higher pro�t is expected to continue throughout 2022.

But carriers are not the only winners in this situation. Some logistic service providers, which in the past had
often agreed to take a certain number of slots (that is, container places for which these providers charge cost
to the shippers) at a low tariff, are now able to charge a higher commercial rate to their clients.

Traditionally, container carriers work closely with the logistic service providers, which feature among their
best clients. These providers take care of inland transportation on both sides, work with the sea carrier and
are therefore the “one-stop shop” for their clients.
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Unsurprisingly, some of the sea carriers are looking at a different business model and will be offering a full
service – an “end-to-end” contract – to the shippers to optimise their pro�tability.

 

Pandemic effects

A wide range of factors are contributing to the ongoing global supply chain issues. First and foremost, the
Covid-19 pandemic has caused a global disruption in the shipping industry. 

Many ports and factories in Asia ceased their operations in early 2020 and, together with the Chinese New
Year, this resulted in a considerable reduced �ow of cargo and so fewer containers needed to be shipped.
Incoming containers accumulated in these various Asian ports. As a result, the capacity of container vessels
was reduced, and routes had to be adjusted.

On the other side of the world, in some of the key markets for products manufactured in Asia (Europe and
North America), health and safety protocols led to lockdowns and many retailers had to shut down, or at the
very least, implement signi�cant restrictions to public access. This resulted in a surge of online purchases
and, on typically quiet roads, the delivery vans for these goods were prominent.

The manufacture of new containers was 40% lower because of the pandemic. When the production of goods
had fully recovered in Asia by July 2021, this caused an acute shortage of containers, made worse by the fact
that many containers were in the wrong location – with the majority in America and some in Europe.

According to the World Container Index, freight costs hit the $15,000 mark, up from $5,000 before the
unrest. The rates decreased, however, because of “Golden Week” (various festive days in China). As a result,
many goods – especially bulky items such as furniture and white goods – will be more expensive.

At the heart of this situation is  congestion in the various ports on the west coast of the US. Incoming
container ships are experiencing delays of up to 10 days before they can berth. At one point, the congestion
resulted in about 80 container ships waiting at anchorage – a location at sea where ships can lower anchors.

The onward transport of the containers to their destination was delayed for many weeks, because of an acute
shortage of truck drivers and insuf�cient infrastructure. Furthermore, many US terminals do not operate
24/7. Another phenomenon sees newly opened containers shipped directly back to China, leaving many
exporters unable to ship their own cargo out.

 

Looking ahead

The pandemic has played an important role, but undoubtedly other factors have come into play to explain
the problems in the global supply chain. For example, the world is beginning to get to grips with the
necessity of halting or at least slowing down the global effects of climate change. This goal may require
curbing the number of shipments of manufactured goods from countries with cheaper labour costs. Some of
those countries also happen to be the biggest polluters and hitherto have refused to change their production
methods.

We are all facing rising in�ation – at the grocery store, the furniture store, the hardware store and even the
pharmacy. This is because many of the products sold within these places are either produced or contain
materials from overseas.

It is possible we will see a more signi�cant increase in government promotion of local produce and domestic
businesses, lessening the reliance on low-cost Asian manufacturers and the international shipment of their
goods. This is particularly important given the growing pressures to confront climate change and the role
that import and export activity plays in this global issue.
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For example, in the late 1970s, eating strawberries after the third week of September was almost unheard of
in western Europe. Today, no matter the season, exotic fruits are shipped from all four corners of the world
to land in our shopping carts within 24 hours.

In March 2021, the Suez Canal was blocked for six days after the grounding of a 20,000 teu containership,
Ever Given. As a result, panic spread in the retail sector across Europe about of not having enough goods to
satisfy customers for the upcoming holidays. However, such fears proved to be unfounded, since the stores
are now full of Halloween “goodies” and the �rst Christmas decorations are being proudly displayed.

However, the problems caused by the supply chain crisis have yet to be resolved. The next challenge is staff
shortages. Despite restrictions being lifted, some stores have had to shut down, and some restaurants and
cafes cannot open – at least on a full-time basis – because of staff shortages.

If something does not change within a very short period, a global recession will not just be a remote
possibility looming on the horizon; there will be no way of avoiding it. 
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