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Navigating Global Supply

Chain Disruption:
The Impact of Bab al-Mandab Strait Instability

In recent months, the maritime industry has been grappling with the repercussions of
instability in the Bab al-Mandab Strait, causing significant disruptions to commercial shipping
vessels traversing the Red Sea. Since mid-November 2023, this instability has persisted,
resulting in delays and interruptions in maritime transport along the Bab al-Mandab

Strait, a critical passage leading to the Suez Canal. This article delves into the multifaceted
consequences of this disruption on the global supply chain, with a particular focus on its

implications for the construction industry.

Significance of the Bab al-Mandab Strait and
Suez Canal

The Bab al-Mandab Strait holds strategic importance as it
serves as the gateway to the Suez Canal, a vital waterway
connecting the Mediterranean Sea to the Red Sea. Transit
through the Suez Canal offers substantial time savings
for vessels traveling between Asia, Europe, and North
America’. However, the ongoing instability in the region
has forced cargo vessels to seek alternative routes,
leading to increased costs, extended transit times, and
potential environmental impacts.
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Figure 1 - Bab al- Mandab Strait and Suez Canal
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Table 1 - Impact of Re-routing on Shipping Routes

Approx. additional

Distance (Nautical Miles) Additional Distance e
transit time in days
Cape Good ,
Suez Canal Container | Tanker
Hope
Piraeus 1,316 11,207 -- 9,891 752% 29 41
Jeddah
Rotterdam | 3,997 10,797 -- 6,800 170% 20 28
Tokyo Rotterdam | 11,192 14,507 -- 3,315 30% 10 14
Rotterdam | 6,436 11,169 -- 4,733 74% 14 20
New York 8,281 11,794 -- 3,513 42% 10 15
Ras Tanura
Constanza | 4,144 12,094 -- 7,950 192% 24 33
Lavera 4,684 10,783 -- 6,099 130% 18 25
Singapore | New York 10,133 - 12,506 2,373 23% 7 10
Rotterdam | 8,288 11,755 -- 3,467 42% 10 14
Colombo
New York |8,281 - 14,073 5,792 70% 17 24

Impact on Global Trade and Freight Costs

The diversion of cargo ships away from the Suez Canal to alternative routes, such as the Cape of Good Hope, has
disrupted global trade patterns. This shift has resulted in increased distances and transit times for shipments, as
depicted in Figure 2.2 Consequently, freight costs have surged, as evidenced by the significant uptick in the Drewry World
Container Index (WCI) since mid-November 2023, as illustrated in Figure 3.3 The WCl serves as a barometer for changes in
ocean freight rates across key maritime routes, highlighting the substantial cost implications of the current disruptions.

Figure 2 - Cargo Ships transiting Suez Canal vs Cape of Good Hope
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Figure 3 - January 2023 to April 2024 Drewry World Container Index Trend
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Historical Context and Previous Events

The challenges facing the Suez Canal and surrounding
regions are not unprecedented. Historical events
such as piracy activity in the Gulf of Aden, the global
freight disruptions caused by the Covid-19 pandemic,
and the blockage of the Suez Canal by the Ever Given
container ship in March 2021 have all contributed to
instability in maritime trade routes. These events
underscore the vulnerability of global supply chains
to unforeseen disruptions.

Anticipated Impact on Construction Projects

The construction industry, heavily reliant on timely
delivery of materials and equipment from global

suppliers, is particularly vulnerable to disruptions in the
maritime supply chain. Key sectors such as solar panel
manufacturing, industrial equipment production, and
semiconductor materials are expected to face challenges
due to disruptions in the supply chain. The reliance

on Chinese production for solar panels and industrial
equipment, coupled with dependencies on global suppliers
for critical materials, poses significant risks to construction
projects worldwide.
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Mitigation Strategies and Recommendations

In response to the current challenges, contractors must
proactively assess the potential impact on their projects
and implement mitigation strategies. This includes
evaluating alternative transportation methods, such as
air freight, although cost considerations may limit its
feasibility. Local manufacturing may offer some respite;
however, logistical constraints and production costs must
be carefully weighed.

Tailoring a specific mitigation strategy will depend on
the nature of the project. Ideally, risk avoidance, such as
sourcing materials from routes unaffected by the current
situation or shortening the supply chain, stands as the
primary mitigation approach. However, the feasibility

of alternatives may vary. Further mitigation measures
stem from contractual compliance and regional laws.
Contractor should maintain transparent records of the
impact on their projects and adhere to contractual
obligations regarding notification and claims processes.
Such adherence may offer relief to contractors in terms of
performance. Additionally, contractors should examine
applicable regional laws to seek potential relief from
additional costs and delays induced by the current
situation, which could affect the economic equilibrium of
the contract.

Finally, effective communication among all stakeholders
to share an understanding of the consequences is
essential for navigating supply chain disruptions.
Collaborative efforts among contractors, employers

and suppliers will be crucial for minimizing delays and
mitigating the adverse effects on construction projects.

Conclusion

The instability in the Bab al-Mandab Strait has cast a
shadow over global maritime trade, with far-reaching
implications for the construction industry. As the
situation continues to evolve, contractors must remain
vigilant and proactive in managing supply chain risks.
By implementing robust mitigation strategies which
would depend on the nature of the project, effective
contract management, applicable regional laws related

to hardship and fostering collaborative relationships,
stakeholders can navigate these challenges and ensure
the resilience of construction projects in an uncertain
global landscape.

1 Ref.: https://www.suezcanal.gov.eg/English/MediaCenter/Animations/Pages/RoutesAndTimeSaving.aspx

2 https://portwatch.imf.org/pages/data-and-methodology rg/pa

3 https://en.macromicro.me/collections/4356/freight/44756/drewry-world-container-index
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FTI Consulting is an independent global business advisory firm dedicated to helping organisations manage change, mitigate
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