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GLOBAL CONTAINER SHIPPING COSTS ARE
VOLATILE AND COMPLEX
Freight rates vary due to supply and demand fluctuations as do the associated surcharges,
GRIs (general rate increases), and tariffs that are tacked on. Freight rates may have as many
as 25 variable charges added on, including: terminal handling, booking fees, congestion
surcharges, bunker adjustment factor, currency adjustment factor, peak season surcharges,
harbor maintenance fees, demurrage and detention, chassis usage fees, plus many more. If
you’re not careful, these charges can creep up on you and erode your profits.
In this report, we’ll focus specifically on detention and demurrage charges, which involve the
timely pick-up and return of container equipment once a shippers’ allotted free time is up.
Free time represents the specified amount of time that a shipper has for pick-up or return of
the container without being charged. Larger shippers may be able to negotiate free time
parameters as part of their contracted freight rates, however, free time is most often fixed
based on an ocean carriers’ terms.
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Why are there charges associated with pickup and
delivery of container equipment? In short, these charges
are an incentive for shippers to keep the flow of
container equipment moving. It is critically important for
equipment to be freed up so shippers have the resources
they need for the smooth and reliable flow of import and
export cargo. Plus, carriers must have containers
available to generate revenue. As a rule, equipment must
be managed in a timely manner as it is an indispensable
container shipping requirement.
Due to challenging market conditions, detention and
demurrage charges escalated sharply starting in 2020,
resulting in a keen focus on their quick rise and validity,
as well as what can be done to address these costs.
Although rates have begun to stabilize, it’s as important
as ever to keep our eyes on the ball.
Today, systematized rate management solutions deliver
an effective and productive way to track the myriad and
ever-changing charges involved with a shipment,
including detention and demurrage. Web-based rate
systems are accessible 24/7 enabling greater visibility and
access to freight rate data, including detention and
demurrage and free time, ultimately providing for better
shipment management and decision-making.
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MARKET CONDITIONS PUT DETENTION AND
DEMURRAGE IN THE SPOTLIGHT
Although the tides are changing as the economy shifts and operations resume with many
pandemic measures easing, we are still seeing inconsistent port and terminal congestion at
some the largest ports.
A global lack of container equipment has made things difficult in recent times. SeaIntelligence Maritime states, the “largest problem in container shipping right now, is the dire
shortage of empty containers in key locations."
Additionally, labor disputes and talent shortages are severely impacting the size of the labor
pool and the availability of skilled labor necessary for reliable container handling. In the U.S., a
chassis shortage, along with the lack of necessary container equipment, has recently resulted
in an impossible situation for cargo owners who need to pick up and return equipment within
the allotted free time.
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This untenable situation has put detention and
demurrage charges in the spotlight.
Logistics providers and BCO (beneficial cargo owner)
shippers are finding these costs are being assessed
unfairly due to the array of issues for which they cannot
be held responsible. These are costs that can add up
quickly and represent millions of dollars, so visibility to
these costs is extremely important to a company’s
bottom line.
As market challenges continue, there is a strong belief
that these demurrage charges for storing containers at
marine terminals beyond the allotted free time are
unjust, and the burden of detention charges for the late
return of container equipment must be investigated.
Agricultural are exporters particularly burdened by high
demurrage and detention costs.
Peter Friedmann, executive director of the Agriculture
Transportation Coalition (AgTC), said that “demurrage
charges are out of control. They can erase the profits of
ag exporters that ship low-margin goods to international
markets.” He continued, “Those shippers with limited free
time (and significant demurrage and detention penalties)
have more incentive to expedite unloading and returning
containers. Meanwhile, some (of the) largest-volume
importers, which enjoy far more generous free time
allowances, are able to use the containers for storage,
without penalty.”
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GLOBAL INDUSTRY ACTION
In November 2020, a coalition of 40 shipping industry stakeholders asked the U.S. Federal
Maritime Commission (FMC) to suspend detention and demurrage charges that they believed
were unfairly assessed by ocean carriers and terminal operators. This follows a multi-year
investigation by the FMC where they reported the likeliness of a long history of unjust and
unfair demurrage and detention practices. Their final ruling - Interpretive Rule on Demurrage
and Detention Under the Shipping Act can be referenced here.
In Europe, two industry associations are reinforcing the FMC’s position. They include BIFA
(British International Freight Association and FIATA (International Federation of Freight
Forwarders Associations). BIFA stated, “Detention and demurrage practices have country- and
port-related variances, but the FMC findings apply globally as demurrage and detention is a
common and widespread topic of contention.” Over the years, freight forwarders have
consistently reported being penalized for market and infrastructure conditions beyond their
control.
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OCEAN CARRIER
ADDRESSES FREE
TIME

FOCUS ON
SHIPMENT
PLANNING

Top ten global ocean carrier, Hapag-Lloyd, is
addressing these challenges by offering
customers a unique solution: the ability to
purchase additional free time at a discount
on top of a customers’ allotted free time.

Logistics providers have the opportunity to
strengthen their relationship with cargo
owner customers by working
collaboratively to assist them with their
shipment planning. By offering digital
detention and demurrage charges and free
time information for global origins and
destinations, forwarders that use Magaya
Rate Management provide added value
facilitating better supply chain planning,
advanced cost management, and greater
flexibility for customers.

This digital product allows for the purchase
of additional import detention free time.
Shippers are able to purchase up to 15 extra
days enabling advanced planning, cost
management, and flexibility.

Magaya offers a comprehensive database
of surcharges, including detention and
demurrage and free time guidelines for the
world’s top ocean carriers and hundreds of
major global ports. Visibility to these costs
and defined free time provides a potential
pathway to avoid unnecessary charges.
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MANAGING ESCALATING DETENTION AND
DEMURRAGE COSTS
Magaya quotations offer detailed
detention and demurrage, and free
time data, for ocean carrier services
across the world’s global ports. It’s
important to note that detention
and demurrage charges escalate
over time as this example indicates.
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"With digitized, web-based Rate Management, our customers are equipped to deliver
fast, accurate freight rate quotes to their shipper customers. Visibility to operational
freight data adds value, providing shippers with the information that enables them to
better evaluate and track essential costs and make carrier service selections that best
address cost efficiencies and their supply chain requirements.“
Virgil Ferreira

Rate Management Industry Expert

CONSIDER THE FOLLOWING BENEFITS TO
TIMELY, DIGITAL FREIGHT RATE DATA:
✓ Visibility to detention and demurrage charges and the associated free time is important
shipment planning information
✓ With an analysis of detention and demurrage costs, shippers can determine if they need to
negotiate free time parameters with their rate negotiations
✓ Access to tariff data curtails the unknown
✓ Data-driven decision making helps shippers proactively manage freight logistics spend
✓ Systematized rate and tariff data enable better forecasting of freight costs
✓ Digitalized, web-based rate data is accessible 24/7 allowing logistics providers to quickly
and efficiently share this data with customers. Data quality also improves
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OPERATIONAL STEPS TO
ADDRESS DEMURRAGE AND
DETENTION CHARGES
In addition to using rate data for better decision
making, there are other shipment management steps
that can be taken to reduce demurrage and
detention charges. They are as follows:
1. Explore alternative gateways that are less congested
to consider and act on.
2. Set and agree upon a timeframe for receipt of
documentation with your exporter in order to arrange
clearance.
3. Arrange the customs and port clearances and secure
the release from all relevant authorities before the
ship arrives so that as soon as the ship arrives the
container is discharged.
4. Make sure documents such as Commercial Invoice,
Packing List, Certificate of Origin, Analysis Certificate,
and Bill of Entry are all accurate so customs or port
authorities won’t reject them.
5. Place special importance on the Bill of Lading. It’s the
most common cause of delays with container release.
6. If you receive cargo from the same exporter regularly,
consider switching to a Seaway Bill of Lading instead
of a Negotiable Bill of Lading. You may have the
option of additional free time and can ask the shipper
to surrender it at origin and secure a Telex Release.
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7. Request an Original Bill of Lading only if you have to
as this original document is not required in most
countries by customs or port authorities at origin or
destination for clearance.
8. Monitor your shipment closely, especially the arrival
details of the vessel and the commencement and
expiry of free days.
9. If your container is detained for inspection, and you’ll
exceed free time, request leniency an extension from
the shipping line in order to accommodate the
inspection.

The courses of action outlined in this white paper are
intended to provide logistics providers and shippers
with tactics for improving supply chain planning and
managing costs. Fast, effective online access to
freight rate charges provides the ability to evaluate
and act.

APPENDIX
https://theloadstar.com/governments-must-back-common-rulesfor-demurrage-and-detention-fees/

https://www.joc.com/maritime-news/container-lines/fmc-urgedsuspend-detention-demurrage- fees_20201116.html
https://www2.fmc.gov/readingroom/docs/19-05/1905_fnl_rul_fr.pdf/
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ABOUT MAGAYA
Magaya delivers a Digital Freight Platform that accelerates growth with

flexible, interoperable, and modular cloud-based solutions designed to
optimize and digitize end-to-end logistics operations and customer
experience. Whether used together as an integrated digital freight
platform or independently, Magaya solutions enable businesses of all
sizes to streamline complex and redundant processes, enhance the
customer experience, optimize productivity, reduce costs, and grow
revenue. At Magaya, we are passionately devoted to ensuring our
customers’

success

through

our

innovative

technology

and

comprehensive array of related professional services. We take great

pride in our people, experts in the field of logistics automation, who are
always willing to go the extra mile for our customers. There are no
limits to your growth with Magaya. Visit magaya.com to learn more.

