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July 14, 2021

Chairman Daniel B. Maffei
Federal Maritime Commission

800 North Capitol Street NW

Washington, DC 20573

Dear Chairman Maffei,
As you well know, U.S. consumers rely on a consistent flow of manufactured goods and services produced around the world.  Ninety percent of international trade, 120 million shipping containers a year, is done via ocean freight.  International steamship lines transport 11 million containers into U.S. ports alone.  It’s big business performed largely by non-U.S. companies—a point noted in President Biden’s recent Executive Order on Promoting Competition in the American Economy, which stated that “the global container shipping industry has consolidated into a small number of dominant foreign-owned lines and alliances, which can disadvantage American exporters.”
	Top 10 International Shipping Companies


	Ranking
	Name
	Country of Origin
	Current Market Share

	1
	Maersk
	Denmark
	16.9%

	2
	Mediterranean Shipping Co. (MSC)
	Switzerland
	16.5%

	3
	CMA CGM
	France
	12.2%

	4
	China Ocean Supply Co. (COSCO)
	China
	12.2%

	5
	Hapag-Lloyd
	Germany
	7.2%

	6
	Ocean Network Express (ONE)
	Japan
	6.4%

	7
	Evergreen Line
	Taiwan
	5.5%

	8
	Hyundai Merchant Marine (HMM)
	South Korea
	3.4%

	9
	Yang Ming Marine Transport
	Taiwan
	2.5%

	10
	Wan Hai Lines
	Taiwan
	1.7%

	
	Total:
	84.5%


As you also know, the Covid-19 pandemic has disrupted steamship line operations profoundly.  Activities in and about ports throughout the world have been affected, from onboard crews and employment at ports, and dislocation of containers and vessels and delays in loading and unloading.  Truck transport to and from ports have also been impacted, delaying the delivery of full containers and their return as empty back to the port.  Strategic ports around the world have been shuttered and then reopened then shut down again from recent outbreaks.
To make matters worse, major foreign carriers have recently begun organizing themselves into collusive “alliances” to further concentrate market power.  The three top carrier alliances (2M Alliance, THE Alliance, and Ocean Alliance) now control a whopping 80 percent of global container ship traffic.
  The formation of these cartels has allowed foreign shipping interests to coordinate pricing and business practices, and take advantage of economic conditions to charge extortionate prices to U.S. customers.
The U.S. House Committee on Transportation and Infrastructure and its Subcommittee on Coast Guard and Maritime Transportation have been attentive to this issue, although more work is needed.  In March T&I Members made a bipartisan request that the Commission take immediate action to ensure that ocean carriers are abiding by applicable federal laws, and, as you know, on June 15 they convened a hearing on “Impacts of Shipping Container Shortages, Delays, and Increased Demand on the North American Supply Chain”, which included testimony from you and your colleague, Commissioner Dye, as well as industry and labor representatives.

I have also noted the July 12 announcement of the Commission’s new Memorandum of Understanding with the Justice Department’s Antitrust Division to support interagency collaboration to enhance competition in the maritime industry.  Since the issues I raise in this letter would appear to implicate American antitrust laws, I have taken the liberty of copying Acting Assistant Attorney General Richard Powers on this letter, as well.
Discussion of this issue to date appears to have focused primarily on congestion at ports and terminals and the effects of the resulting delays on U.S. exports, particularly in the agricultural sector. The disruption in ocean freight supply certainly has strained the U.S. economy in these ways, but I am writing you today to highlight the fact that there is a more ominous economic circumstance currently at play in the ocean freight marketplace. International steamship lines have been operating in tandem to exploit the Covid-19 disruption to profiteer at the expense of U.S. consumers. They have used the relative unavailability of services to create a frothing demand to exact exorbitant prices for their services.  They now charge rates that have grown seven to ten times the prices charged two years ago.  And further, they are not honoring contracts negotiated in good faith with American businesses for agreed-upon services and rates.  There is no reasonable remedy at law for their failure to perform.  They have the power, and in their world, a deal is no deal. Below I provide some examples of what American shippers have experienced in recent months.
Typical Contract Negotiated Pricing Available to a U.S. Shipper from Multiple International Steamship Lines
	 
	2019-2020
	2020-2021
	2021-2022

	East Coast (EC)
	$2,700.00
	$2,700.00
	$4,600.00

	West Coast (WC)
	$1,700.00
	$1,700.00
	$3,300.00


Specifications: 

· 40-foot high cube container

· Shipping from ports in China to the U.S. East Coast (EC) and West Coast (WC)

· May 1st – April 30th of the following year shipping timelines
Shipping contracts between steamship transport lines and shippers are negotiated in the first quarter of each year with performance to commence May 1, ending in April 30 of the following year.  Contracts are drafted detailing the number of containers to be provided each month, locations of service and the price per container.  Early in the pandemic, the steamship lines began to refuse previously contracted containers and space on their vessels.  Instead of honoring their written contracts, they advised shippers to go into the “spot market” to secure service.  The spot market over time became the major supplier of services taking space and containers in regularly scheduled vessels.  From May 2020 through April 2021, shippers were forced into the spot market for fifty or more percent of their previously contracted requirements, all at higher rates.  In the first quarter of 2021, with Covid-19 disruptions unabated, contracted negotiations for the following shipping year commenced.  The transport lines exacted an eighty percent price increase for the 2021-2022 season.  Shippers reluctantly agreed to these exorbitant prices, under the impression that they would secure space for critical shipping requirements.  Enough was not enough.  Spot market rates rose dramatically in May 2021 and the increases continued unabated.  The carrier lines have brazenly ignored their contractual obligations, refusing to provide agreed-upon container space in order to take extortionate profits on the spot market.  As a result, container rates that in 2019 and 2020 that were $2,700.00 from China ports to the U.S. had grown above $15,000.00 in July 2021—nearly a sixfold increase in the span of less than two years.
The repercussions of these increases to American consumers and to the U.S. economy are profound.  As shipping costs are passed through to the consumer, retail price increases of 20-40% are commonplace.  Hundreds of billions of dollars of additional shipping costs must be “passed through” and these numbers, at such proportions, to overall economic activity portend spiraling inflation if not brought under control.  It bears emphasis that this is not “natural” inflation caused by the economic recovery or stimulus programs; instead, it is the direct result of cynical profiteering by international shipping cartels that have decided to use the Covid-19 pandemic to generate enormous revenue at the expense of the American public.
Clearly Congress, the White House, the Justice Department, and the Commission are all aware of the importance of this issue and the havoc that it is wreaking on American businesses and consumers.  Federal shipping and antitrust laws appear to provide federal regulators with the tools needed to investigate this outrageous conduct by ocean carriers.  But action must be taken quickly to mitigate the harm that such conduct is inflicting right now, on a daily basis, on American businesses and consumers.  To that end, I am writing to ask you to take prompt action on the following fronts:

1. All shipping contracts negotiated between U.S. shippers and foreign steamship lines must be honored according to their terms.  The lines must supply the containers they agreed to supply or pay reparations, and potentially face other adverse action by the Commission, for their failure to do so.

2. The dislocation of shipping containers internationally – too many empties in the U.S. and not enough in Asia - overly congested U.S. ports, denying the return of empty containers, all collectively further constrain the ability of steamship lines to perform their work.  These conditions must be addressed and corrected by both the steamship lines and the ports.  The Commission should intercede to ensure that corrective actions are implemented and enforced.
3. There are serious coordination issues in the operation of the U.S. ports.  Truckers performing drayage service, delivering full containers to shippers and receivers must be able to schedule normal appointments to avoid current untenable delays.  Steamship lines currently levy penalties on the U.S. shippers for the delays which are beyond their control.  In addition, truckers have been unable to secure appointments to return the empty containers, again resulting in penalties to receivers.  These penalties, which are ultimately borne by American consumers in the form of consumer price inflation, must stop.

I welcome the opportunity to discuss these matters further with you or the appropriate policy officials at the Commission, and I would be happy to partner with you in whatever way possible to address the issues that I have identified in this letter.  Thank you for your time, attention, and service to American businesses that rely on overseas shipping.
Sincerely,
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Richard Master, CEO

 

MCS Industries Inc.




Easton, PA 18045



(610)-253-6268 x 6903



(610)-393-4957 Cell


cc:
Richard Powers, Acting Assistant Attorney General, U.S. Department of Justice, Antitrust Division


Hon. Matthew Cartwright, United States House of Representatives


Hon. Susan Wild, United States House of Representatives
� Source:  Alphaliner TOP 100 as of July 13, 2021 (https://alphaliner.axsmarine.com/PublicTop100/).


� Source: American Journal of Transportation, April 19-May 9, 2021 (https://ajot.com/ajot_digital/724/ ?page=6).
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