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Abstract	
  

	
  

The	
   inferences	
   of	
   the	
   recent	
   financial	
   crisis	
   of	
   2008	
   have	
   impacted	
   the	
   liner	
  

shipping	
   industry	
   greatly.	
   The	
   repercussions	
   of	
   the	
   crisis	
   were	
   especially	
   visible	
  

because	
   of	
   the	
   nature	
   of	
   the	
   demand	
   for	
   transportation.	
   The	
   Recovery	
   from	
   the	
  

crisis	
   did	
   take	
  place,	
   however,	
  mostly	
  not	
  at	
  pre-­‐crisis	
   levels.	
   Liner	
  operators	
  are	
  

still	
  enduring	
  the	
  repercussions	
  of	
  low	
  fright	
  rates	
  coupled	
  with	
  increased	
  costs.	
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1.	
  Introduction	
  

	
  

Across	
   time	
   alliances	
   have	
   always	
   represented	
   a	
   fashion	
   to	
   share	
   risks	
   and	
  

rewards	
  with	
   suitable	
  partners,	
  operating	
  on	
  common	
  grounds.	
  Regardless	
   the	
  

nature	
   of	
   such	
   a	
   strategic	
   relationship,	
   resources	
   have	
   been	
   divided,	
   budgets	
  

have	
   been	
   coupled	
   and	
   rewards	
   have	
   been	
   shared.	
   In	
   the	
   case	
   of	
   a	
   shipping	
  

alliance	
  it	
  is	
  just	
  deducible	
  that	
  one	
  of	
  the	
  commons	
  shared	
  is	
  the	
  vessel	
  fleet	
  and	
  

the	
  space	
  on	
  the	
  vessels	
  (Noteboom,	
  2008).	
  The	
  recent	
  financial	
  crisis	
  has	
  driven	
  

shipping	
  companies	
  to	
  the	
  abyss	
  of	
  deciding	
  whether	
  to	
  remain	
  independent	
  or	
  

to	
   join	
   a	
   strategic	
   commitment	
   to	
   overcome	
   costly	
   expenses.	
   These	
   strategic	
  

groupings	
  in	
  the	
  shipping	
  industry	
  have	
  proven	
  to	
  be	
  very	
  complex,	
  in	
  the	
  sense	
  

that	
   some	
   firms	
   have	
  merged	
   and	
   later	
   entered	
   alliances,	
  while	
   others,	
   due	
   to	
  

their	
   large	
   size	
   and	
   high	
   market	
   power,	
   joined	
   directly	
   or	
   decided	
   to	
   remain	
  

independent	
  (Slack	
  et	
  al,	
  2002).	
  	
  

	
  

It	
  is	
  imperative	
  to	
  consider	
  the	
  reasons	
  for	
  such	
  an	
  agreement.	
  The	
  motivations	
  

behind	
  alliances	
  have	
  been	
  bordered	
  in	
  a	
  setting	
  of	
  increasing	
  globalization	
  and	
  

competition	
   norms.	
   Carriers	
   have	
   entered	
   alliances	
  with	
   the	
  main	
   thoughts	
   of	
  

increasing	
  the	
  quality	
  and	
  efficiency	
  of	
  transportation	
  and	
  of	
  their	
  products	
  and	
  

services,	
  but	
  most	
  importantly	
  to	
  reduce	
  their	
  costs	
  and	
  share	
  their	
  risks.	
  

	
  

The	
   financial	
   crisis	
   has	
   driven	
   liner	
   operators	
   to	
   consider	
   business	
   alliances;	
  

even	
   though	
   their	
   reasons	
   are	
   important,	
   of	
  more	
   relevance	
   are	
   the	
   economic	
  

inferences	
   of	
   the	
   crisis	
   environment	
   on	
   the	
   operational	
   relationships	
   between	
  

them.	
  Accordingly,	
  this	
  paper	
  centers	
  on	
  the	
  following	
  research	
  question:	
  

	
  

Can	
   vertical	
   and	
   horizontal	
   integration	
   strategies	
   help	
   liner	
   operators	
   recover	
  

from	
  the	
  recent	
  financial	
  crisis?	
  

	
  

To	
  answer	
  this	
  question,	
  one	
  must	
  bear	
  in	
  mind	
  the	
  overall	
  repercussions	
  of	
  the	
  

financial	
   crisis	
   on	
   the	
   economy	
   as	
   a	
   whole,	
   while	
   applying	
   them	
   to	
   the	
   liner	
  

shipping	
  industry.	
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A	
   theoretical	
   framework	
   is	
   required.	
   This	
   framework	
   shall	
   include	
   the	
  

description,	
   advantages	
   and	
   disadvantages	
   of	
   both	
   vertical	
   and	
   horizontal	
  

integration,	
  while	
  applying	
  them	
  to	
  the	
  recent	
  panorama	
  of	
   liner	
  operators	
  and	
  

distinguishing	
  between	
  independent	
  liner	
  operators	
  and	
  strategic	
  alliances.	
  

However,	
   before	
   analyzing	
   the	
   matter	
   of	
   shipping	
   alliances	
   (e.g.	
   New	
   World	
  

Alliance)	
  vs.	
   carriers	
   (e.g.	
  Maersk-­‐Sealand),	
  which	
  remained	
   to	
  a	
  certain	
  extent	
  

independent	
   (while	
   vertically	
   or	
   horizontally	
   integrated),	
   key	
   terms	
   and	
  

definitions	
  will	
  be	
  depicted;	
  different	
  types	
  of	
  alliances	
  will	
  be	
  pointed	
  out.	
  Last	
  

but	
  not	
  least,	
  the	
  difference	
  between	
  alliances,	
  mergers	
  and	
  acquisitions	
  will	
  be	
  

framed	
   in	
   this	
   context,	
   followed	
   by	
   a	
   panoramic	
   of	
   alliances	
   in	
   the	
   shipping	
  

industry	
   as	
   of	
   2011;	
   three	
   shipping	
   alliances	
   will	
   be	
   presented,	
   excluding	
  

Sealand-­‐Maersk	
   (example	
   of	
   merger),	
   Grand	
   Alliance,	
   the	
   New	
  World	
   Alliance	
  

and	
  the	
  CKYH	
  Alliance	
  (Containerisation	
  International,	
  2011).	
  

All	
   these	
   business	
   alliances	
   were	
   founded	
   because	
   of	
   certain	
   aims,	
   which	
   all	
  

partners	
   share	
   on	
   a	
   common	
   platform,	
   hitherto	
   another	
   query	
   arises:	
   which	
  

motives	
  where	
  the	
  most	
  preeminent	
  ones?	
  	
  

After	
  portraying	
  definitions	
  and	
  differences	
  of	
  these	
  operational	
  relationships	
  in	
  

the	
   context	
   of	
   the	
   recent	
   financial	
   crisis,	
   this	
   paper	
   will	
   assess	
   the	
   issue	
   of	
  

competition,	
  which	
  is	
  of	
  great	
  relevance,	
  when	
  one	
  is	
   implying	
  the	
  thought	
  of	
  a	
  

monopoly	
   industry.	
  Will	
   competition	
   be	
   distorted?	
  Will	
   entry	
   barriers	
   impede	
  

new	
   comers	
   to	
   enter	
   the	
   industry	
   and	
   compete	
   in	
   a	
   fair	
  manner?	
   Competition	
  

laws	
  will	
  be	
  discussed	
  in	
  this	
  milieu.	
  	
  

Nearing	
  the	
  end	
  of	
  the	
  paper,	
  an	
  analysis	
  will	
  be	
  presented	
  showing	
  actual	
  and	
  

possible	
   aspects	
   of	
   recovery	
   from	
   the	
   financial	
   crisis	
   of	
   2008.	
   The	
   questions	
  

answered	
   here	
   will	
   concern	
   the	
   recovery	
   of	
   shipping	
   alliances	
   from	
   the	
  

repercussions	
  of	
  the	
  crisis.	
  	
  

In	
  the	
  end,	
  a	
  detailed	
  conclusion	
  will	
  be	
  presented,	
  summarizing	
  the	
  main	
  ideas	
  

of	
  the	
  paper	
  and	
  giving	
  room	
  to	
  closing	
  thoughts	
  and	
  opinions.	
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To	
   support	
   the	
   arguments	
   throughout	
   the	
   paper	
   the	
   following	
   scientific	
  

literature	
  has	
  been	
  employed:	
  P.	
  Cariou’s	
  	
  “Strategic	
  Alliances	
  in	
  Liner	
  Shipping:	
  

An	
   Analysis	
   of	
   Operational	
   Synergies”	
   (2000),	
   E.J.	
   Sheppard’s	
   “Ocean	
   Shipping	
  

Alliances:	
  The	
  Wave	
  of	
  the	
  Future?”	
  (2001),	
  B.	
  Slack’s	
  et	
  al	
  “Strategic	
  Alliances	
  in	
  

the	
  Container	
  Shipping	
  Industry:	
  A	
  Global	
  Perspective”	
  (2002),	
  Ch.	
  Sys’s	
  “Is	
   the	
  

Container	
   Liner	
   Shipping	
   Industry	
   an	
   Oligopoly?”	
   (2009)	
   R.	
   McLellan’s	
   “Liner	
  

Shipping	
   Development	
   Trends”	
   (2006)	
   and	
   R.	
   Agarwal’s	
   “Network	
   Design	
   and	
  

Alliance	
  Formation	
  for	
  Liner	
  Shipping”	
  (2007),	
  further	
  literature	
  will	
  be	
  used	
  as	
  

well	
  with	
  reference	
  to	
  the	
  bibliography	
  at	
  the	
  end	
  of	
  the	
  paper.	
  	
  

As	
   the	
   research	
   conducted	
   prevails	
   the	
   outcomes	
   and	
   implications	
   of	
   a	
   recent	
  

financial	
  crisis,	
   the	
  data	
  used	
  is	
  considerably	
  new	
  and	
  often	
  lacking	
  research	
  in	
  

the	
   domain,	
   yet	
   it	
   has	
   explored	
   causes	
   and	
   reasons	
   for	
   alliances	
   and	
   clearly	
  

determined	
   the	
   differences	
   between	
   alliances,	
   merger,	
   acquisitions	
   and	
  

independent	
  operators.	
  Figures	
  used	
  in	
  the	
  paper	
  will	
  be	
  gathered	
  from	
  publicly	
  

available	
   reports	
   of	
   specific	
   companies	
   depicted	
   during	
   the	
   paper	
   (e.g.	
   annual	
  

reports)	
   or	
   specialized	
   publications	
   and	
   scientific	
   journals,	
   such	
   as	
  

Containerization	
  International,	
  Journal	
  of	
  Maritime	
  Policy	
  and	
  Management	
  and	
  

Lloyd’s	
  List.	
  	
  

	
  

To	
  commence	
   the	
  paper,	
  a	
   theoretical	
   framework	
  of	
  definitions	
  and	
  key-­‐terms,	
  

as	
  well	
   as	
   classifications	
   of	
   the	
   subject	
   at	
   hand	
  will	
   be	
   pictured	
   in	
   the	
   coming	
  

section.	
  The	
  following	
  definitions	
  may	
  be	
  found	
  as	
  well	
  in	
  the	
  glossary	
  at	
  the	
  end	
  

of	
  the	
  thesis.	
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2.	
  Global	
  Financial	
  Crisis	
  and	
  its	
  Impact	
  on	
  the	
  Shipping	
  Industry	
  

	
  

Trade	
   liberalization,	
   standardization	
   and	
   the	
   advancements	
   in	
   transport	
   and	
  

logistics	
   set	
   the	
   grounds	
   for	
   the	
   phenomenon	
   of	
   globalization	
   and	
   its	
   fast	
  

expansion.	
   	
   The	
   investments	
   in	
   logistics	
   and	
   research	
   and	
   development	
   in	
   the	
  

transportation	
   industry	
   were,	
   nonetheless,	
   rewarded	
   by	
   the	
   benefits	
   brought	
  

forth	
  by	
  globalization.	
  Trade	
  and	
  global	
  GDP	
  reached	
  high	
  levels,	
  as	
  depicted	
  in	
  

the	
  graph	
  below.	
  However	
  large	
  the	
  gains	
  from	
  globalization	
  were,	
  the	
  downfall	
  

of	
  the	
  global	
  financial	
  crisis	
  was	
  felt	
  intensively.	
  World	
  GDP	
  dropped	
  to	
  its	
  lowest	
  

point	
  in	
  2009,	
  regarding	
  data	
  starting	
  from	
  1971	
  until	
  2010,	
  while	
  global	
  exports	
  

exceeded	
  a	
  -­‐10%	
  global	
  economic	
  stagnation,	
  thus	
  international	
  trade	
  suffered	
  a	
  

decrease.	
  Because	
  of	
  globalization,	
  the	
  economic	
  crisis	
  spread	
  worldwide	
  as	
  fast	
  

as	
  it	
  induced,	
  years	
  earlier,	
  an	
  economic	
  boom.	
  

	
  
Graph	
  I:	
  Global	
  Exports	
  and	
  GDP	
  

	
  
Source:	
  UNCTAD,	
  2010	
  

	
  

The	
  financial	
  crisis	
  hit	
  the	
  world’s	
  economy	
  harshly,	
  with	
  the	
  transport	
  industry	
  

suffering	
  the	
  most.	
  	
  This	
  has	
  happened	
  because	
  of	
  the	
  nature	
  of	
  the	
  demand	
  for	
  

transportation,	
  that	
  is,	
  a	
  derived	
  demand.	
  This	
  means	
  the	
  demand	
  for	
  one	
  good,	
  

in	
  this	
  case	
  the	
  demand	
  for	
  transportation,	
  is	
  enhanced	
  as	
  an	
  outcome	
  of	
  demand	
  

for	
  another	
  good	
  or	
  service.	
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If	
   consumption	
   of	
   one	
   good	
   drops,	
   the	
   result	
   will	
   be	
   that	
   the	
   demand	
   for	
  

transportation	
   of	
   that	
   certain	
   good	
   will	
   drop	
   as	
   well	
   (Friedlaender,	
   1998).	
  

Indeed,	
  the	
  liner	
  shipping	
  industry	
  suffered	
  exactly	
  from	
  this	
  occurrence.	
  	
  

The	
   graph	
   below	
   shows	
   the	
   downfall	
   of	
   the	
   demand	
   for	
   container	
   shipping	
  

during	
  the	
  financial	
  crisis,	
  while	
  supply	
  was	
  still	
  comparatively	
  high,	
   leading	
  to	
  

an	
  overcapacity	
  in	
  the	
  liner	
  shipping	
  industry.	
  	
  

	
  
Graph	
  II:	
  Supply	
  and	
  Demand	
  for	
  Container	
  Transport	
  

	
  

	
  
Source:	
  Sanchez,	
  R.J.,	
  2000	
  

	
  

An	
  overcapacity	
  means,	
  new	
  shipping	
  orders	
  have	
  to	
  be	
  canceled,	
  as	
  well	
  as	
  the	
  

construction	
   of	
   new	
   ships	
   and	
   ultimately	
   their	
   scrapping	
   will	
   be	
   the	
   solution.	
  

Hence,	
   from	
   a	
   financial	
   crisis	
   the	
   ship	
   scrapping	
   market	
   will	
   be	
   the	
   only	
   one	
  

profiting	
  (Fremont,	
  2007).	
  	
  

	
  

The	
   financial	
   crisis	
   has,	
   next	
   to	
   the	
   above-­‐mentioned	
   impacts	
   on	
   the	
   shipping	
  

sector,	
   another	
  negative	
   aspect,	
   the	
  decline	
  of	
   freight	
   rates,	
   especially	
   in	
  2009.	
  

Albeit	
  their	
  decline,	
  in	
  2010	
  their	
  recovery	
  took	
  place,	
  however	
  not	
  at	
  pre-­‐crisis	
  

levels.	
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Graph	
  III:	
  Container	
  Freight	
  Rates,	
  2010	
  

	
  

	
  
Source:	
  UNCTAD,	
  2010	
  
	
  

Not	
  only	
  freight	
  rates	
  dropped,	
  but	
  also	
  the	
  overall	
  container	
  trade	
  had	
  to	
  suffer	
  

from	
   the	
   economic	
   crisis	
   and	
   its	
   repercussions,	
   as	
   pointed	
   out	
   in	
   the	
   graph	
  

underneath.	
  	
  

	
  
Graph	
  IV:	
  Global	
  Container	
  Trade	
  1990	
  –	
  2010	
  

	
  

	
  
Source:	
  UNCTAD,	
  2010	
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The	
  stagnation	
  of	
  global	
  container	
  trade	
  was	
  difficult	
  to	
  recover	
  from,	
  however	
  

as	
   the	
   graph	
   pictures,	
   not	
   impossible	
   (global	
   container	
   trade	
   increased	
   in	
   the	
  

second	
  half	
  of	
  2009).	
  Container	
  trade	
  has	
  taken	
  off	
  again,	
  and	
  the	
  recovery	
  of	
  the	
  

liner	
  industry	
  is	
  said	
  to	
  be	
  fast,	
  especially	
  because	
  of	
  the	
  stability	
  of	
  freight	
  rates	
  

(administrated	
   tariffs)	
   and	
   the	
   increased	
   consumer	
   demand	
   (van	
   de	
   Voorde,	
  

2009).	
  

	
  

Decay	
   in	
  demand;	
   results	
   in	
   a	
   decrease	
   of	
   trade,	
  which	
  of	
   course	
   is	
   one	
  of	
   the	
  

causes	
   of	
   overcapacity,	
   in	
   the	
   first	
   place.	
   The	
   table	
   underneath	
   depicts	
   the	
  

figures	
   relating	
   to	
   the	
   quarterly	
   international	
   deep-­‐sea	
   trade	
   in	
   the	
   container	
  

business.	
  	
  

	
  
Table	
  I:	
  Quarterly	
  International	
  Deep-­‐Sea	
  Trade	
  Container	
  Industry	
  

	
  

Quarterly	
  International	
  Deap-­‐Sea	
  Trade,	
  Container	
  Indices	
  

Quarter	
   2006	
   2007	
   2008	
   2009	
   2010	
  
1	
   100.0	
   105.5	
   117.7	
   102.2	
   122.6	
  
2	
   100.0	
   106.6	
   116.8	
   104.9	
   125.6	
  
3	
   100.0	
   108.8	
   115.2	
   108.5	
   126.1	
  
4	
   100.0	
   107.3	
   102.8	
   109.3	
   130.1	
  
Source:	
  Containarisation	
  International,	
  2010	
  

	
  

Observable	
   is	
   the	
   fact	
   that	
   this	
   table	
   has	
   as	
   a	
   base	
   year,	
   the	
   year	
   of	
   2006.	
  

Regarding	
  the	
  highest	
  figure,	
  excluding	
  the	
  year	
  of	
  2010,	
  meaning	
  117.7	
  (2008	
  –	
  

First	
   Quarter),	
   an	
   increase	
   of	
   approx.	
   17,7%	
   compared	
   to	
   the	
   base	
   year.	
   This	
  

representation	
   relates	
   to	
   the	
   economic	
   boom,	
   however	
   at	
   the	
   end	
   of	
   2008	
  

another	
  scenario	
  predominates.	
  Compared	
  to	
  2006,	
  the	
  increase	
  during	
  the	
  crisis	
  

is	
  of	
  2,8%1	
  (2009	
  -­‐	
  First	
  Quarter),	
  which	
  is	
  significantly	
  lower	
  than	
  the	
  previous	
  

17,7%.	
   Nonetheless,	
   a	
   definite	
   increase	
   is	
   visible	
   in	
   2010	
   (First	
   Quarter),	
  

exceeding	
  values	
  of	
  pre-­‐crisis	
  events.	
  

	
  

	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
1	
  Containerisation	
  International,	
  2010	
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What	
  happened	
  however	
   to	
   the	
  bulk	
  shipping	
  sector?	
  Bulk	
  shipping	
   is	
  a	
  highly	
  

competitive	
   market,	
   with	
   actors	
   being	
   price-­‐takers,	
   meaning	
   they	
   do	
   not	
   set	
  

prices,	
   but	
   rather	
   adjust	
   their	
   costs	
   to	
  pre-­‐determined	
  prices	
   (Fremont,	
  2007).	
  	
  

Also,	
   as	
   in	
   liner	
   shipping,	
   the	
   demand	
   for	
   transportation	
   is	
   inelastic;	
   however,	
  

the	
  reason	
  is	
  not	
  the	
  small	
  share	
  of	
  transportation	
  price	
  from	
  the	
  total	
  price	
  of	
  a	
  

product	
   (liner	
   shipping),	
   but	
   rather	
   the	
   inelasticity	
   of	
   the	
   demand	
   for	
   raw	
  

materials	
   (Noteboom,	
   2008).	
   The	
   financial	
   crisis,	
   indeed	
   affected	
  both	
  dry	
   and	
  

wet	
  bulk	
  industries.	
  From	
  2008	
  to	
  2009	
  a	
  decrease	
  in	
  tons	
  of	
  the	
  seaborne	
  trade	
  

regarding	
  wet	
  bulk	
  (e.g.	
  oil)	
  took	
  place,	
  reaching	
  a	
  fall	
  of	
  -­‐3%	
  (Appendix:	
  Table	
  1).	
  

However,	
  this	
  decreasing	
  trend	
  is	
  viewable	
  since	
  2006	
  (Appendix:	
  Table	
  1).	
  The	
  

decrease	
   in	
   bulk	
   is	
   not	
   as	
   dramatically	
   noticeable	
   as	
   in	
   the	
   liner	
   shipping	
  

industry,	
  yet	
  it	
  took	
  place.	
  	
  

For	
   further	
   sections	
   of	
   this	
   paper,	
   the	
   focus	
   will	
   be	
   mainly	
   on	
   the	
   container-­‐

shipping	
  sector,	
  since	
  it	
  suffered	
  the	
  most	
  from	
  the	
  financial	
  crisis.	
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3.	
  Theoretical	
  Framework:	
  Vertical	
  and	
  Horizontal	
  Integration	
  

	
  
3.1.	
  Vertical	
  Integration	
  	
  

	
  

The	
   maritime	
   industry	
   is	
   no	
   longer	
   characterized	
   by	
   competition	
   among	
  

individual	
  companies,	
  but	
  rather	
  by	
  a	
  tendency	
  towards	
  consolidation,	
  meaning	
  

the	
  integration	
  of	
  services,	
  vertically	
  and	
  horizontally	
  (Fremont,	
  2007).	
  	
  

Vertical	
  integration	
  refers	
  the	
  cooperation	
  among	
  stages	
  of	
  the	
  supply	
  chain	
  (van	
  

de	
  Voorde,	
  2009),	
  such	
  as	
  terminal	
  services,	
  hinterland	
  transportation	
  services,	
  

warehousing,	
  distribution,	
  etc.	
  	
  

Maersk	
   is	
   the	
   most	
   distinguished	
   example	
   of	
   vertical	
   integration.	
   	
   A	
   typical	
  

supply	
   chain	
   will	
   probably	
   look	
   something	
   like	
   the	
   picture	
   portrayed	
  

underneath,	
  which	
   includes,	
  waterside	
  activities,	
   yard	
  activities	
  as	
  well	
   as	
   land	
  

activities	
  in	
  a	
  port,	
  all	
  related	
  to	
  transportation	
  and	
  handling	
  of	
  cargo.	
  	
  

	
  
Figure	
  I:	
  Market	
  Power	
  and	
  Vertical	
  and	
  Horizontal	
  Integration	
  in	
  the	
  Maritime	
  Shipping	
  and	
  Port	
  
Industry	
  
	
  

	
  
Source:	
  Van	
  de	
  Voorde,	
  E.,	
  T.	
  Vanelslander,	
  2009	
  
	
  

The	
  consolidation	
  of	
  services	
  along	
  the	
  supply	
  chain	
  has	
  led	
  to	
  the	
  creation	
  of	
  so	
  

called	
  Third-­‐Party	
  Logistics	
   (3PL).	
  3PLs	
   refer	
   to	
   integrated	
   intra-­‐firm	
   logistical	
  

services,	
   reaching	
   from	
   transportation,	
   to	
   warehousing	
   and	
   distribution	
  

delivered	
  at	
  consumers’	
  desires	
  (Selviaridis,	
  2008).	
  Third-­‐Party	
   logistics	
  offer	
  a	
  

certain	
   competitive	
   advantage,	
   namely	
   the	
   value	
   added	
   aspect	
   of	
   the	
   supply	
  

chain,	
  which	
  in	
  the	
  eye	
  of	
  the	
  customers	
  is	
  of	
  paramount	
  importance.	
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3.1.1.	
  Advantages	
  of	
  Vertical	
  Integration	
  

	
  

How	
  come	
  certain	
  liner	
  operators	
  decided	
  to	
  vertically	
  integrate,	
  more	
  precisely,	
  

what	
   are	
   the	
   advantages	
   of	
   vertical	
   consolidation?	
   Selviaridis	
   (2008)	
   and	
  

Rodrigue	
  (2010)	
  offer	
  a	
  series	
  of	
  potential	
  factors,	
  they	
  find	
  common	
  ground	
  on	
  

five	
  main	
  drivers.	
   To	
   commence,	
   cost	
   reduction	
   along	
   the	
   stages	
   of	
   the	
   supply	
  

chain	
  is	
  importance	
  in	
  this	
  representation	
  (Rodrigue,	
  2010).	
  	
  

Transportation	
   costs	
   can	
   be	
   saved,	
   when	
   the	
   company	
   is	
   linked	
   either	
   to	
   the	
  

market	
  or	
  the	
  source	
  of	
  supply;	
  proximity	
  is	
  a	
  key	
  issue	
  in	
  this	
  sense	
  (Harrigan,	
  

1985).	
  	
  

Next,	
   risk	
   sharing	
   is	
   another	
   relevant	
   factor,	
   followed	
   by	
   obtaining	
   market	
  

control	
   and	
   coverage	
   (Rodrigue,	
   2010).	
   Not	
   only	
   will	
   the	
   larger	
   market	
   be	
  

served,	
  but	
  also	
  the	
  consumer	
  network	
  will	
  expanded,	
  since	
  new	
  and	
  attractive	
  

products	
   can	
   be	
   offered	
   (Harrigan,	
   1985).	
   Selviaridis	
   (2008)	
   points	
   out	
   other	
  

drivers	
  of	
  vertical	
  integration,	
  namely	
  economies	
  of	
  scale	
  and	
  scope.	
  Economies	
  

of	
   scale	
   refer	
   to	
   a	
   decrease	
   in	
   average	
   costs	
  with	
   an	
   extra	
   unit	
   of	
   output,	
   thus	
  

increasing	
  production	
  of	
  one	
  good	
  (Krugman,	
  1980).	
  Economies	
  of	
  scope	
  denote,	
  

similarly	
   as	
   economies	
   of	
   scale,	
   a	
   reduction	
   of	
   the	
   average	
   costs	
   over	
   two	
   or	
  

more	
  goods	
  as	
  opposed	
  to	
  one	
  (Kurgman,	
  1980).	
  	
  

Vertical	
  integration	
  offers	
  customers	
  the	
  option	
  of	
  buying	
  more	
  services	
  from	
  a	
  

single	
  provider,	
  thus	
  cargo	
  handling	
  activities	
  as	
  well	
  as	
  hinterland	
  delivery	
  can	
  

be	
   obtained	
   from	
   the	
   same	
   service	
   provider.	
   Further	
   advantages	
   of	
   vertical	
  

integration	
   concern	
   the	
   spread	
   of	
   knowledge	
   (e.g.	
   tacit	
   knowledge),	
   IT	
   and	
  

communication.	
   Lastly,	
   vertical	
   consolidation	
   improves	
   the	
   logistics	
   chain,	
  

creating	
   value	
   added	
   services	
   (Selviaridis,	
   2008).	
   This	
   being	
   said,	
   vertical	
  

integration	
   happens	
   because	
   of	
   the	
   desire	
   to	
   reach	
   economies	
   of	
   scope,	
   while	
  

keeping	
  costs	
  as	
  low	
  as	
  possible	
  and	
  profits	
  sustainable	
  and	
  constant.	
  However,	
  

in	
  the	
  long-­‐run	
  value	
  adding	
  services	
  are	
  to	
  be	
  encouraged.	
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3.1.2.	
  Disadvantages	
  of	
  Vertical	
  Integration	
  

	
  

Disadvantages	
   of	
   vertical	
   integration,	
   relate	
   mostly	
   to	
   coordination	
   and	
  

collaboration	
  problems,	
  and	
  the	
  potential	
  to	
  conflict	
  exposure.	
  One	
  drawback	
  of	
  

vertical	
  integration	
  relates	
  to	
  the	
  coupling	
  of	
  different	
  business	
  structures	
  from	
  

different	
   industries	
   together	
   (Krugman,	
   1980).	
   In	
   the	
   case	
   of	
   liner	
   shipping,	
  

carriers	
   have	
   traditionally	
   focused	
   on	
   waterside	
   activities,	
   whereas	
   logistics	
  

companies	
   have	
   concentrated	
   on	
   distribution,	
   warehousing	
   and	
   hinterland	
  

transportation	
  of	
   goods.	
  Their	
   focuses	
   rest	
   on	
  different	
   fields,	
   combining	
   them	
  

might	
  sometimes	
  be	
  a	
  hindering	
  undertaking	
  (Selviaridis,	
  2008).	
  	
  

Related	
   to	
   this	
   point	
   is	
   also	
   the	
   business	
   orientation	
   of	
   carriers	
   compared	
   to	
  

logistics	
   companies,	
   which	
   in	
   comparison	
   to	
   carriers,	
   have	
   a	
   more	
   consumer	
  

centered	
  perspective	
  regarding	
  their	
  business	
  practices,	
  which	
  is	
  being	
  currently	
  

adopted	
   also	
  by	
   carriers,	
   thus	
   it	
   can	
  be	
   considered	
   a	
  disadvantage,	
  when	
   their	
  

perspectives	
  conflict,	
  however	
  not	
  when	
  their	
  integration	
  succeeds	
  properly.	
  

Another	
  disadvantage	
  of	
  vertical	
   consolidation	
  regards	
  competition.	
  A	
  result	
  of	
  

vertical	
   integration	
   in	
   the	
   liner	
   industry	
   is	
   the	
   increased	
   competition,	
   since	
  

global	
  carriers	
  will	
  directly	
  compete	
  with	
  independent	
  Third-­‐Party	
  Logistics	
  for	
  

hinterland	
  coverage	
  (Selviaridis,	
  2008).	
  	
  

Being	
  vertically	
  integrated	
  can	
  leave	
  a	
  company	
  along	
  the	
  supply	
  chain	
  without	
  

corporate	
   identity,	
   thus	
   flexibility	
   of	
   decision	
   taking	
   of	
   that	
   company	
   will	
   be	
  

diminished	
  (Krugman,	
  1980).	
  

Lastly,	
   vertical	
   integration	
   concerns	
   a	
   great	
   deal	
   of	
   coordination,	
   thus	
   the	
  

administrative	
   and	
   bureaucratic	
   expenses	
   to	
   be	
   endured	
   are	
   of	
   significance	
  

(Krugman,	
  1980).	
  	
  

	
  

Summing	
   up,	
   the	
   following	
   table	
   will	
   portray	
   once	
   more	
   the	
   advantages	
   and	
  

disadvantages	
  of	
  vertical	
  integration,	
  for	
  the	
  purpose	
  of	
  structure.	
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Table	
  II:	
  Advantages	
  and	
  Disadvantages	
  of	
  Vertical	
  Integration	
  

	
  

Advantages	
   Disadvantages	
  
Cost	
  reduction	
  (operating	
  costs)	
   Conflict	
  in	
  business	
  orientation	
  
Value	
  Added	
   Conflict	
  in	
  business	
  structure	
  
Larger	
  market	
  coverage	
   Competition	
  distortion	
  
Increased	
  consumer	
  network	
   Loss	
  of	
  corporate	
  identity	
  
Economies	
  of	
  Scale	
   Lack	
  of	
  flexibility	
  
Economies	
  of	
  Scope	
   Administrative	
  expenses	
  
Exchange	
   of	
   knowledge	
   (e.g.	
   tacit	
  
knowledge)	
  

	
  

	
  	
  

Vertical	
  integration	
  proves	
  to	
  be	
  advantageous,	
  as	
  the	
  case	
  of	
  Maersk	
  will	
  show	
  

later	
  in	
  this	
  thesis.	
  Nevertheless,	
  when	
  vertically	
  consolidated,	
  coordination	
  and	
  

competition	
  knowledge	
  are	
  relevant	
  to	
  the	
  success	
  of	
  the	
  consolidation.	
  	
  

	
  
3.2.	
  Horizontal	
  Integration	
  

	
  

Having	
  portrayed	
  so	
  far	
  the	
  scenario	
  of	
  vertical	
  integration,	
  the	
  attention	
  of	
  this	
  

paper	
  will	
  center	
  now	
  around	
  horizontal	
  integration.	
  	
  

Horizontal	
   integration	
   refers	
   to	
   cooperation	
   between	
   two	
   or	
   more	
   companies	
  

competing	
  in	
  the	
  same	
  sector	
  or	
  market	
  (Hill,	
  2008).	
  	
  

Next	
  to	
  vertical	
  consolidation,	
  the	
  maritime	
  industry	
  is	
  dominated	
  by	
  horizontal	
  

integration,	
  either	
  through	
  mergers	
  and	
  acquisitions	
  or	
  strategic	
  alliances.	
  	
  

The	
  bulk	
  shipping	
   industry	
   is	
  not	
  so	
  much	
  affected	
  by	
   the	
  presence	
  of	
  alliance,	
  

thus	
   this	
   paper	
   will	
   consider	
   the	
   case	
   of	
   container	
   shipping.	
   Alliances	
   are	
  

numerous	
   in	
   this	
   part	
   of	
   the	
   maritime	
   sector,	
   especially	
   because	
   the	
   liner	
  

shipping	
  industry	
  is	
  a	
  capital-­‐intensive	
  industry	
  (Cariou,	
  2000).	
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3.2.1.	
  Strategic	
  Shipping	
  Alliances	
  

	
  

Consumers’	
  demand	
  for	
  product	
  and	
  services	
  has	
  increased	
  over	
  the	
  past	
  years,	
  

and	
   so	
   has	
   the	
   worldwide	
   container	
   traffic	
   (Appendix:	
   Graph	
   4).	
   Due	
   to	
  

standardization	
   and	
   containerization,	
   global	
   trade	
   and	
   investments	
   became	
  

possible	
   to	
   a	
   large	
   extent,	
   increasing	
   consumer	
   markets	
   (Agarwal,	
   2007).	
   In	
  

order	
  to	
  keep	
  participating	
  in	
  the	
  shipping	
  industry	
  as	
  a	
  global	
  player,	
  shipping	
  

companies	
   decided	
   to	
   enter	
   strategic	
   shipping	
   alliances	
   in	
   order	
   to	
   reduce	
  

operating	
  costs,	
  mainly	
  through	
  asset	
  sharing	
  (Van	
  de	
  Voorde,	
  2009).	
  	
  

	
  

To	
   begin	
   with,	
   an	
   artless	
   question	
   demands	
   an	
   answer:	
   what	
   are	
   alliances?	
  

Strategic	
   alliances	
   imply	
   a	
   cooperative	
   agreement,	
   hence	
   a	
   deliberate	
  

relationship	
   between	
   two	
   or	
   more	
   companies	
   for	
   the	
   common	
   use	
   and	
  

integration	
  of	
   certain	
   company	
  assets	
   in	
  order	
   to	
   attain	
  mutual	
   goals	
   set	
  prior	
  

(Hung,	
  1992).	
  In	
  this	
  sense,	
  alliances	
  include	
  joint	
  ventures.	
  	
  

Research	
   on	
   this	
   topic	
   has	
   divided	
   these	
   strategic	
   commitments	
   into	
   three	
  

categories	
   (Harrigan,	
   1987),	
   as	
   depicted	
   in	
   Table	
   6	
   of	
   the	
   Appendix.	
   Under	
  

strategic	
  relationships,	
  mergers	
  and	
  acquisitions	
  are	
  comprised	
  as	
  well,	
  however	
  

the	
  difference	
  between	
  these	
  two	
  and	
  alliances	
  will	
  be	
  pointed	
  out	
   later	
   in	
   this	
  

section.	
  According	
  to	
  Harrigan,	
  strategic	
  relationships	
  can	
  be	
  divided	
  as	
  follows:	
  

full	
   equity	
  ownership	
   (e.g.	
  mergers	
   and	
  acquisitions),	
   partial	
   equity	
  ownership	
  

(e.g.	
   joint	
  ventures)	
  and	
  no	
  ownership	
  rheostat	
  (e.g.	
  research	
  and	
  development	
  

agreements)	
  at	
  all	
  (Harrigan,	
  1987).	
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3.2.2.	
  Difference	
  to	
  mergers	
  and	
  acquisitions	
  

	
  

In	
   order	
   to	
   allow	
   a	
   further	
   depiction	
   of	
   alliances	
   it	
   is	
   of	
   utter	
   importance	
   to	
  

consider	
   the	
  distinction	
  between	
   an	
   alliance,	
   a	
  merger	
   and	
   an	
   acquisition,	
   in	
   a	
  

general	
   background.	
   	
   All	
   three	
   represent	
   methods	
   of	
   horizontal	
   integration;	
  

nevertheless	
   the	
   strategic	
   thought	
   behind	
   them	
   makes	
   up	
   the	
   difference.	
   A	
  

merger	
   implies	
   two	
   or	
  more	
   companies	
   joining	
   together	
   to	
   become	
   one	
   single	
  

enterprise	
   (De	
   Pamphilis,	
   2008).	
   	
   An	
   acquisition,	
   on	
   the	
   other	
   hand,	
   makes	
  

reference	
  to	
  a	
  merger	
  however,	
   instead	
  of	
  creating	
  a	
  completely	
  new	
  company,	
  

one	
   company	
   buys	
   another,	
   controlling	
   its	
   assets.	
   The	
   company	
   acquiring	
   the	
  

other	
  firm(s)	
  automatically	
  becomes	
  the	
  owner	
  of	
  it	
  (De	
  Pamphilis,	
  2008).	
  Both	
  

mergers	
   and	
   acquisitions	
   harm	
   competition	
   when	
   not	
   regulated.	
   The	
   most	
  

distinguished	
  example	
  of	
  an	
  acquisition	
  in	
  the	
  container	
  shipping	
  industry	
  is	
  the	
  

case	
   of	
   Maersk’s	
   purchase	
   of	
   SeaLand,	
   and	
   its	
   further	
   acquisition	
   of	
  

P&O/Nedlloyd	
   in	
   2005	
   (Sys,	
   2007).	
   Pointing	
   out	
   the	
  main	
   difference	
   between	
  

mergers,	
   acquisitions	
   and	
   alliances,	
   the	
   striking	
   and	
   distinctive	
   fact	
   is	
   that	
   of	
  

purchase	
   and	
   the	
   formation	
   of	
   a	
   new	
   company.	
   Strategic	
   alliances	
   do	
   not	
  

contemplate	
  on	
  purchase,	
  neither	
  results	
   from	
  their	
  creation	
  another	
  company.	
  

Strategic	
   business	
   relationships	
   solely	
   imply	
   a	
   collaboration	
   of	
   partners	
   acting	
  

on	
  common	
  grounds.	
  	
  

A	
   complete	
   list	
   of	
   mergers	
   and	
   acquisitions	
   is	
   depicted	
   in	
   Table	
   15	
   in	
   the	
  

Appendix.	
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3.2.3.	
  Types	
  of	
  Strategic	
  Alliances	
  

	
  

Strategic	
  alliances	
  generally,	
  as	
  well	
  as	
  in	
  the	
  shipping	
  industry,	
  can	
  be	
  alienated	
  

in	
   three	
  classes;	
   this	
   thesis	
  will	
  apply	
   these	
  categories	
  directly	
   to	
   the	
  maritime	
  

industry	
  (Koay,	
  1988).	
  	
  	
  

The	
   first	
   type	
   of	
   alliance,	
   and	
   the	
   most	
   common	
   in	
   the	
   shipping	
   industry,	
  

constitutes	
   the	
   operational	
   alliance,	
   which	
   concern	
   the	
   upkeep	
   of	
   functioning	
  

activities;	
  asset	
  sharing	
  (space	
  sharing,	
  vessel	
  sharing,	
  etc.)	
  is	
  a	
  key	
  term	
  in	
  this	
  

discussion.	
  Overall,	
  operational	
  alliances	
  can	
  be	
  of	
  multiple	
  modes	
  and	
  different	
  

conducts.	
   Koay	
   distinguished	
   a	
   four-­‐numbered	
   classification	
   of	
   cooperation	
  

between	
  maritime	
  giants,	
  when	
  in	
  an	
  operational	
  relationships:	
  marketing,	
  risk	
  

sharing,	
  fleet	
  pooling	
  and	
  the	
  sail	
  scheduling	
  (Koay,	
  1988).	
  	
  

These	
   attributable	
   categories	
   of	
   membership	
   cooperation	
   can	
   be	
   applied	
   to	
  

different	
   types	
   of	
   operational	
   alliances,	
   for	
   instance	
   to	
   equity	
   sharing	
   joint	
  

ventures,	
  which	
   are	
   the	
  most	
   eminent	
   example	
   of	
   operational	
   alliances.	
   These	
  

joint	
   ventures	
   include	
   all	
   four,	
   above-­‐mentioned,	
   traits	
   of	
   an	
   operational	
  

agreement	
  	
  (Appendix:	
  Table	
  7).	
  	
  

However,	
   not	
   all	
   alliances	
   are	
   pondered	
   tight,	
   space	
   sharing	
   or	
   vessel	
   sharing	
  

agreements	
  are	
  considered	
  more	
  loose	
  commitments,	
  including	
  for	
  instance	
  just	
  

the	
  fleet	
  pooling	
  and	
  the	
  management	
  of	
  the	
  sail	
  roster	
  (Fremont,	
  2007).	
  Loose	
  

commitments	
   refer	
   to	
   the	
   integrity	
   and	
   autonomy	
   of	
   a	
   company	
   in	
   a	
   alliance	
  

(Koay,	
  1988).	
  	
  

The	
  trouble	
  here	
  is	
  the	
  incompetence	
  to	
  reach	
  economies	
  of	
  scale,	
  as	
  possible	
  in	
  

the	
   tight	
   operational	
   relationships.	
   On	
   the	
   other	
   hand,	
   independence	
   and	
  

flexibility	
  can	
  be	
  thought	
  of	
  as	
  advantages	
  (Koay,	
  1988).	
  	
  

Why	
   would	
   companies	
   enter	
   an	
   operational	
   alignment?	
   The	
   main	
   answer	
  

regards	
  certainly	
  the	
  reduction	
  of	
  operational	
  costs.	
   In	
  order	
  to	
  enable	
  a	
   larger	
  

coverage	
  of	
  market	
  shares,	
  shipping	
  companies	
  need	
  to	
  deploy	
  more	
  and	
  more	
  

vessels,	
   however	
   the	
   costs	
   of	
   purchasing	
   and	
   maintaining	
   a	
   ships	
   are	
  

significantly	
   high.	
   If	
   shipping	
   companies	
   are	
   coupled	
   in	
   a	
   strategic	
   operational	
  

synergy,	
  their	
  endured	
  costs	
  of	
  vessel	
  maintenance,	
  together	
  with	
  other	
  staff	
  and	
  

vessel	
   related	
   costs,	
   (e.g.	
   repair,	
   insurance,	
   salaries,	
   etc.)	
   could	
   be	
   reduced	
   by	
  

dividing	
  them	
  with	
  the	
  respective	
  partners	
  of	
  the	
  alliance.	
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Not	
   only	
   vessel	
   expenses	
   are	
   a	
   driving	
   factor	
   of	
   effectuating	
   operational	
  

alliances,	
   but	
   also	
   costs	
   related	
   to	
   fuel	
   to	
   keep	
   the	
   vessels	
   going.	
   This	
  

nonetheless,	
  is	
  very	
  relevant	
  in	
  times	
  of	
  a	
  financial	
  crisis.	
  	
  

Lastly,	
  costs	
  related	
  to	
  port	
  dues	
  can	
  be	
  taken	
  into	
  consideration.	
  Port	
  dues	
  and	
  

pilotage,	
   dockage	
   and	
   other	
   related	
   services,	
   need	
   to	
   be	
   accounted	
   for	
   (Koay,	
  

1988).	
  Even	
  with	
   the	
   steadiness	
  of	
   shipping	
  alliances,	
   the	
   impact	
  of	
   a	
   financial	
  

crisis	
  is	
  countless.	
  	
  

	
  

The	
  second	
   foremost	
  classification	
  of	
  a	
  strategic	
  alliance	
  centers	
  on	
   the	
   idea	
  of	
  

profits.	
   Koay’s	
   definition	
   of	
   pricing	
   alliances	
   renders	
   on	
   the	
   main	
   thought	
   of	
  

collaboration	
  between	
  two	
  or	
  more	
  carries	
  on	
  a	
  specified	
  trade	
  route,	
  in	
  order	
  to	
  

trail	
   common	
   objectives	
   (D’Arcy,	
   2001)	
   and	
   stabilize	
   freight	
   rates	
   on	
   certain	
  

trade	
   routes	
   (Koay,	
   1988).	
   The	
   main	
   tools	
   to	
   confirm	
   common	
   freight	
   rates	
  

across	
   all	
   companies	
   in	
   the	
   alliances	
   are	
   price	
  management,	
   thus	
   safeguarding	
  

the	
   existence	
   of	
   price	
   coordinating	
   mechanisms	
   and	
   regulating	
   the	
   volume	
  

supplied,	
   these	
  of	
  course	
  are	
  ensured	
  by	
  agreements	
  and	
  audit	
   control.	
  Pricing	
  

alliances	
   are	
   highly	
   debated	
   topics,	
   especially	
   because	
   of	
   their	
   tendency	
   to	
  

monopolize	
  a	
  certain	
  trade	
  lane	
  leaving	
  other	
  liner	
  operators	
  open-­‐aired.	
  	
  

	
  

The	
   last	
   type	
  of	
   a	
   strategic	
   alliance	
   confirms	
   a	
   logistical	
   perspective.	
   Logistical	
  

alliances	
   have	
   proven	
   their	
   importance,	
   since	
   consumers’	
   expectations	
   and	
  

markets	
   enlarged	
   dramatically,	
   demanding	
   carriers	
   to	
   expand	
   their	
   service	
  

range,	
   and	
   bring	
   that	
   certain	
   new	
   flair	
   to	
   the	
   table,	
   that	
   will	
   constitute	
   a	
  

competitive	
   advantage.	
  No	
  more	
   traditional	
   port-­‐to-­‐port	
   services	
   are	
   required,	
  

but	
  rather	
  door-­‐to-­‐door	
  transportation,	
  where	
  the	
  carrier	
  assumes	
  his	
  duty	
  and	
  

obligation	
  to	
  deliver	
  the	
  goods	
  on	
  the	
  customers	
  front	
  door	
  on	
  a	
  timely	
  manner	
  

(Koay,	
   1988).	
   The	
   current	
   trend	
   allows	
   inducing	
   that	
  more	
   and	
  more	
   carriers	
  

have	
   turned	
   to	
   their	
   attention	
   on	
   land	
   bound	
   services	
   (Cariou,	
   2000).	
   Besides	
  

costumers’	
   demands,	
   containerization	
   and	
   standardization	
   were	
   other	
   two	
  

factors	
  contributing	
  to	
  this	
  change.	
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The	
   outcome	
   of	
   this	
   alteration	
   were	
   investments	
   in	
   eccentric	
   areas	
   (e.g.	
  

investment	
   in	
   logistics	
  on	
  land)	
  for	
  carriers,	
   the	
   increase	
  in	
   importance	
  of	
  both	
  

vertical	
   and	
   horizontal	
   integration,	
   and	
   the	
   assimilation	
   of	
   technological	
  

novelties.	
  Logistical	
  alliances	
   tend	
   to	
  become	
  more	
  and	
  more	
  relevant	
   for	
   liner	
  

operator,	
  expressively	
  in	
  the	
  context	
  of	
  competitiveness.	
  	
  

	
  

After	
   pointing	
   out	
   the	
   main	
   types	
   of	
   alliances	
   and	
   considering	
   the	
   case	
   of	
   an	
  

independent	
   liner	
   operator,	
   it	
   is	
   meaningful	
   to	
   touch	
   the	
   advantages	
   and	
  

disadvantages	
  of	
  collaborating	
  in	
  a	
  strategic	
  alliance	
  in	
  the	
  maritime	
  industry.	
  

	
  

3.2.4.	
  Advantages	
  of	
  Strategic	
  Alliances	
  

	
  

Applicable	
   to	
   the	
   maritime	
   industry,	
   there	
   are	
   several	
   advantages	
   to	
   be	
  

expressed,	
   first	
   and	
   foremost,	
  members	
   of	
   alliances	
   share	
   their	
   financial	
   risks,	
  

resources	
  and	
  a	
  series	
  of	
  wide-­‐ranging	
  risks,	
  on	
  one	
  hand,	
  yet	
  on	
  the	
  other	
  hand	
  

they	
   benefit	
   in	
   multiple	
   ways,	
   such	
   as	
   profit	
   sharing,	
   technological	
   and	
  

informational	
  exchange	
  (i.e.	
  tacit	
  knowledge	
  exchange	
  between	
  employees)	
  and	
  

top	
  managerial	
  collaboration.	
  	
  

Next	
   to	
   this	
   set	
   of	
   advantages,	
   brought	
   forth	
   by	
   a	
   strategic	
   alliance,	
   an	
   insight	
  

into	
   motivational	
   issues	
   to	
   join	
   such	
   commitment	
   is	
   enlightening.	
   One	
   reason	
  

behind	
   these	
   conglomerates	
   represents	
   the	
   desire	
   for	
   market	
   share,	
   which	
  

indeed	
   can	
   be	
   gained	
  more	
   easily	
   by	
   taking	
   part	
   in	
   a	
   colossal	
   multi-­‐company	
  

giant	
   alliance	
   rather	
   than	
   functioning	
   alone.	
   Thus,	
  market	
   coverage	
   is	
   another	
  

advantage	
   of	
   strategic	
   alliances	
   (Cariou,	
   2000),	
   which,	
   if	
   obtained,	
   enhances	
   a	
  

certain	
  competitive	
  position.	
  In	
  the	
  case	
  of	
  liner	
  shipping	
  optimal	
  sailings	
  can	
  be	
  

enhanced,	
  ensuring	
  on-­‐time	
  arrivals	
  and	
  improving	
  the	
  schedule	
  reliability	
  (Van	
  

de	
  Voorde,	
  2009).	
  The	
   table	
  below	
  depicts	
   the	
  schedule	
  reliability	
  of	
   the	
  major	
  

carriers	
  as	
  of	
  2010	
  (Containerisation	
  International,	
  June	
  2010).	
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Graph	
  V:	
  Comparative	
  Schedule	
  Reliability,	
  2011	
  

	
  
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  Source:	
  Containerisation	
  International,	
  June	
  Issue,	
  2011	
  
	
  

Next	
   to	
   schedule	
   reliability,	
   economies	
   of	
   scale	
   and	
   scope	
   are	
   elements,	
  which	
  

members	
  of	
  alliances	
  thrive	
  for.	
  	
  

	
  

If	
  in	
  an	
  alliance,	
  income	
  is	
  on	
  factor	
  that	
  can	
  be	
  thought	
  of	
  as	
  more	
  or	
  less	
  secure,	
  

compared	
   to	
   the	
   risky	
   income	
   of	
   an	
   independent	
   liner	
   operator,	
   however	
   as	
   a	
  

member	
  you	
  have	
  to	
  contribute	
  your	
  share	
  to	
  the	
  conglomerate	
  as	
  well.	
  Worth	
  

mentioning	
   is	
   also	
   the	
   fact	
   that	
   strategic	
   alliances	
   usually	
   offer	
   a	
   competitive	
  

advantage,	
  making	
  their	
  goods	
  both	
  differentiated	
  and	
  diversified	
  (Koay,	
  1988).	
  	
  

Because	
  of	
  asset	
  sharing,	
  three	
  further	
  advantages	
  can	
  be	
  thought	
  of,	
   firstly	
  the	
  

reduction	
   of	
   congestion	
   in	
   ports	
   (Notteboom,	
   2004),	
   since	
   vessels	
   are	
   coupled	
  

and	
  shared	
  together.	
  Secondly,	
  the	
  risk	
  of	
  transporting	
  empty	
  containers	
  can	
  be	
  

reduced	
   since	
   the	
   load	
   is	
   divided	
  between	
   the	
  members	
   of	
   the	
   alliance	
   (Dong-­‐

Ping	
  Song	
  et	
   al.	
   2009).	
   	
  Thirdly,	
   emission	
   reduction	
   can	
  be	
   reached	
  by	
   sharing	
  

vessels;	
  this	
  can	
  be	
  compared	
  to	
  car-­‐pooling.	
  	
  

Overall,	
  alliances	
  are	
  a	
  mode	
  of	
  coping	
  with	
  the	
  current	
  trends	
  and	
  difficulties	
  of	
  

the	
  maritime	
  industry.	
  However,	
  every	
  coin,	
  it	
  has	
  two	
  sides.	
  	
  



Erasmus	
  University	
  Rotterdam	
   	
   Laura	
  Dragomir	
  

	
   22	
  

3.2.5.	
  Disadvantages	
  of	
  Strategic	
  Alliances	
  

	
  

To	
  commence,	
  as	
  with	
  most	
  marriages,	
  strategic	
  alliances	
  tend	
  to	
  be	
  conflicted,	
  

making	
  collaboration	
  often	
  very	
  difficult	
  on	
  a	
  management	
  level.	
  These	
  conflicts,	
  

may	
   lead	
   to	
   poor	
   managerial	
   performance	
   and	
   lack	
   of	
   incentive	
   towards	
   the	
  

alliance’s	
  well	
  being.	
  Primarily,	
   to	
  build	
  and	
  enforce	
  a	
  managerial	
  body	
  upon	
  a	
  

strategic	
  collaboration	
  needs	
  high	
  monetary	
  funds.	
  The	
  expenses	
  of	
  managerial	
  

performance	
   and	
   the	
   implementation	
   and	
   sustainability	
   of	
   a	
   strategic	
   alliance	
  

are	
  respectively	
  high,	
  depending	
  on	
  the	
  size	
  of	
  the	
  relationship	
  (Koay,	
  1988).	
  	
  

In	
  such	
  a	
  gigantic	
  agglomeration	
  of	
  companies,	
  one	
  must	
  keep	
  in	
  mind	
  that	
  the	
  

risk	
   of	
   losing	
   one’s	
   independence	
   (e.g.	
   policy	
   independence),	
   devises	
   a	
   high	
  

probability.	
  Coupled	
  with	
   this	
  argument,	
   is	
   the	
  problem	
  of	
   free-­‐riders,	
  unlikely	
  

though,	
   meaning	
   that	
   a	
   company	
   may	
   benefits	
   from	
   the	
   alliance’s	
   resource,	
  

however	
   without	
   actually	
   paying	
   for	
   it	
   (Grossman	
   et	
   al.,	
   1980).	
   Another	
  

disadvantage	
  represents	
  the	
  lack	
  of	
  flexibility	
  and	
  the	
  loss	
  of	
  corporate	
  identity,	
  

which	
  is	
  the	
  result	
  of	
  conglomerates,	
  where	
  corporate	
  goal	
  dominate	
  individual	
  

goals.	
  

So	
   far,	
   this	
   paper	
   has	
   portrayed	
   the	
   theoretical	
   insights	
   into	
   the	
   topic;	
   it	
   is	
  

nonetheless	
   essential	
   to	
   examine	
   real-­‐world	
   examples	
   of	
   independent	
   liner	
  

operators	
   and	
   the	
   recent	
   panorama	
   of	
   strategic	
   alliances	
   in	
   the	
   maritime	
  

industry,	
   followed	
   by	
   the	
   effects	
   of	
   the	
   recent	
   financial	
   crisis	
   of	
   2008	
   on	
   the	
  

maritime	
  cluster.	
  	
  

As	
   with	
   vertical	
   integration	
   the	
   table	
   depicted	
   underneath,	
   will	
   some	
   up	
   the	
  

advantages	
   and	
   disadvantages	
   of	
   horizontal	
   integration,	
   meaning	
   of	
   strategic	
  

alliances.	
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Table	
  III:	
  Advantages	
  and	
  Disadvantages	
  of	
  Horizontal	
  Integration	
  

Advantages	
   Disadvantages	
  
Shared	
  financial	
  risks/Shared	
  profits	
   Conflict	
  at	
  management	
  level	
  

à	
  Poor	
  managerial	
  performance	
  
à	
  Lack	
  of	
  incentives	
  

Top	
  managerial	
  collaboration	
   Loss	
  of	
  corporate	
  independence	
  
Market	
  coverage	
   Free-­‐rider	
  behavior	
  (unlikely)	
  
Competitive	
   advantage/	
   product	
   &	
  
service	
  differentiation	
  

Lack	
  of	
  Flexibility	
  

Reduced	
  risk	
  of	
  empty	
  containers	
   Corporate	
  goal	
  >	
  Individual	
  goal	
  
Economies	
  of	
  scale	
  and	
  scope	
   	
  
Optimal	
  sailings/	
  Reliable	
  Schedule	
   	
  
Reduced	
   congestion	
   in	
   port	
   (bigger	
  
vessels	
  +	
  shared)	
  

	
  

Reduced	
  pressure	
  on	
  terminals	
   	
  
	
  

These	
  advantages	
  will	
  be	
  analyzed	
  later,	
  and	
  applied	
  to	
  the	
  single	
  carriers.	
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4.	
  Ocean	
  Carriers	
  vs.	
  Strategic	
  Alliances	
  

	
  
4.1.	
  Ocean	
  Carriers	
  

	
  

This	
  section	
  is	
  dedicated	
  to	
  the	
  description	
  of	
  liner	
  operators,	
  which	
  embody	
  the	
  

transportation	
  and	
   transshipment	
  of	
  general	
  cargo2.	
  Due	
   to	
   trade	
   liberalization	
  

and	
   the	
   global	
   focus	
   of	
   the	
   container	
   shipping	
   industry,	
   liner	
   operators	
   had	
   to	
  

adapt,	
  entering	
  alliances	
  and	
  mergers.	
  	
  

	
  

In	
   this	
   section	
   the	
   following	
   carriers	
   will	
   be	
   presented:	
   A.P.	
   Moller-­‐Maersk	
  

Group,	
  Mediterranean	
  Shipping	
  Company	
  S.A.	
  and	
  Evergreen.	
  	
  

	
  
Table	
  IV:	
  Integration	
  Strategies	
  of	
  Carriers	
  

	
  

	
   Vertical	
  Integration	
   	
   Horizontal	
  Integration	
  
Carriers	
  
	
  

	
  	
  	
  
	
  
x	
  

	
  
	
  
	
  
	
  
x	
  

	
  
	
  
	
  
x	
  

A.P.	
  Moller-­‐	
  	
  	
  Maersk	
  
MSC	
  
Evergreen	
  
	
   	
   	
  
Alliances	
  
	
  

	
   	
  

TNWA	
   	
   x	
  
x	
  
x	
  

GA	
  
CKYH	
  
Source:	
  Containerisation	
  International,	
  2010	
  

	
  

The	
  table	
  above	
  depicts	
  the	
  major	
  carriers	
  and	
  alliances	
  of	
  this	
  paper,	
  regarding	
  

their	
   consolidation	
   strategies.	
   Fully	
   vertical	
   integrated	
   is	
   Maersk,	
   however	
  

worthwhile	
   to	
   mention	
   is	
   the	
   fact	
   that	
   Maersk	
   extended	
   a	
   great	
   deal	
   trough	
  

acquisitions	
   (Sealand,	
   P&O/Nedlloyd)	
   and	
   comprises	
   currently	
   a	
   number	
   of	
  

divisions,	
   which	
   operate	
   under	
   own	
   autonomy.	
   Regarding	
   Containerisation	
  

International	
   (2011)	
   these	
   division	
   are:	
   Safmarine,	
   Damco	
   and	
   Seago	
  

(Containerisation	
  International,	
  2011).	
  All	
  three	
  of	
  them	
  are	
  considered	
  separate	
  

entities	
  (Containerisation	
  International,	
  2011).	
  

	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
2Maersk-­‐Sealand	
  History:	
  http://www.maritimeknowhow.com/English/KnowHow/Shipping_Companies/general.htm	
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MSC	
  is	
  horizontally	
  integrated,	
  not	
  in	
  the	
  sense	
  that	
  it	
  is	
  in	
  an	
  alliance	
  with	
  other	
  

carriers,	
  but	
  with	
  terminal	
  operators.	
  	
  

Evergreen	
  is	
  an	
  example	
  of	
  both	
  vertical,	
  and	
  also	
  horizontal	
   integration.	
  It	
  has	
  

its	
   own	
   terminals,	
   however	
   it	
   benefits	
   also	
   from	
   arrangements	
   with	
   other	
  

terminal	
  operators.	
  	
  

All	
   three	
  cases	
  will	
  be	
  described	
   in	
   the	
   following	
  sub-­‐section,	
   starting	
  with	
   the	
  

case	
  of	
  A.P.	
  Moller-­‐Maersk	
  Group.	
  	
  

	
  

4.1.1.	
  Maersk	
  

	
  

A.P.	
   Moller-­‐Maersk	
   Group,	
   a	
   Danish	
   based	
   conglomerate,	
   debuted	
   in	
   the	
   20th	
  

century	
   with	
   the	
   acquisition	
   of	
   Maersk’s	
   first	
   steam	
   ship,	
   S.S.	
   Laura3.	
   Maersk	
  

expansionistic	
   ideas	
   were	
   clear	
   when	
   the	
   family	
   purchased	
   numerous	
   ships1.	
  

Captain	
   P.	
   Maersk-­‐Moeller	
   and	
   his	
   sons	
   continued	
   operating	
   Maersk	
   Group	
  

together	
  until	
  his	
  death,	
  from	
  which	
  forth	
  his	
  sons	
  took	
  over.	
  	
  

The	
   end	
   of	
  WWII	
   diminished	
  Maersk’s	
   fleet	
   diminished	
   to	
   a	
   couple	
   of	
   vessels.	
  

This	
  however	
  did	
  not	
  stop	
  the	
  brothers,	
  who	
  continued	
  the	
  expansion	
  of	
  Maersk	
  

towards	
  economies	
  of	
  scale	
  and	
  increased	
  vessel	
  size4.	
  

	
  

In	
  1999	
  Maersk	
  announced	
  one	
  of	
   its	
  biggest	
  acquisitions:	
  Sealand	
   Inc.,	
   former	
  

company	
  owned	
  by	
  Malcolm	
  McLean,	
  innovator	
  and	
  creator	
  of	
  containerization3.	
  

The	
  acquisition	
  was	
  not	
  without	
  difficulties;	
  however	
  Maersk-­‐Sealand	
  succeeded	
  

in	
  setting	
  differences	
  aside,	
  and	
  becoming	
  the	
  world’s	
  leading	
  container	
  carrier.	
  	
  

Maersk	
   strategy	
   is	
   characterized	
  by	
   two	
  key	
   elements:	
   economies	
   of	
   scale	
   and	
  

direct	
  services,	
  meaning	
  attending	
  the	
  customer	
  directly	
  (Fremont,	
  2007).	
  	
  

	
  

Maersk’s	
   acquisitions	
  didn’t	
   stop	
  here;	
   in	
  2005	
   it	
   acquired	
   the	
  Dutch	
   company	
  

P&O/Nedlloyd	
  (Containerisation	
  International,	
  2010).	
  P&O	
  is	
  a	
  British	
  company,	
  

which	
   used	
   to	
   operate	
   mostly	
   in	
   Northern	
   Europe.	
   Nedlloyd	
   originates	
   in	
   the	
  

Netherlands;	
  in	
  1997	
  it	
  merged	
  with	
  P&O	
  (Containerisation	
  International,	
  2008).	
  

	
  
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
3	
  Maersk-­‐Sealand	
  History:	
  http://www.maersklinelimited.com/AboutUs/history.php	
  
4	
  Maersk-­‐Sealand	
  History:	
  http://www.maersklinelimited.com/AboutUs/history.php	
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Maersk	
  is	
  vertically	
  integrated,	
  thus	
  it	
  supplies	
  many	
  activities	
  along	
  the	
  logistics	
  

chain.	
  What	
   lies	
  behind	
  Maersk’s	
  decision	
  of	
   remaining	
   independent?	
  To	
  begin	
  

with,	
   the	
   most	
   appropriate	
   reason	
   relates	
   to	
   the	
   monetary	
   resources	
   of	
   the	
  

company	
  (Fremont,	
  2007).	
  The	
  subsequent	
  reason	
  reflects	
  the	
  firm’s	
  capacity	
  to	
  

supply	
   qualitative	
   services.	
   Top	
   management,	
   specialized	
   know-­‐how	
   and	
  

integration	
   capabilities	
   are	
   other	
   factors	
   relevant	
   in	
   the	
   consideration	
   of	
  

operating	
   independently.	
   If	
   a	
   company	
   can	
   embody	
   activities	
   along	
   the	
   supply	
  

chain,	
  then	
  it	
  will	
  gain	
  a	
  competitive	
  advantage	
  towards	
  the	
  other	
  players	
  in	
  the	
  

market	
  (D’Arcy,	
  2001).	
  

Because	
   of	
   vertical	
   integration,	
   Maersk	
   is	
   able	
   to	
   extend	
   its	
   global	
   maritime	
  

network	
  as	
  depicted	
  under.	
  	
  

	
  
Figure	
  II:	
  Ports	
  served	
  by	
  Maersk	
  as	
  of	
  1994	
  and	
  2002	
  	
  

	
  
Figure	
  II:	
  Source:	
  The	
  ports	
  served	
  by	
  Maersk	
  in	
  1994	
  	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  Source:	
  The	
  ports	
  served	
  by	
  Maersk-­‐Sealand	
  in	
  2002	
  
Fremont,	
  2007	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  Fremont,	
  2007	
  	
  

	
  

In	
  1994	
  Maersk’s	
   service	
  pattern	
  was	
  present	
   in	
  all	
   continents	
  with	
  a	
   focus	
  on	
  

the	
   East-­‐West	
   trade	
   routes.	
   Concentration	
   was	
   on	
   Asia,	
   Europe	
   and	
   North	
  

America.	
   This	
   picture	
   has	
   changed	
   nonetheless.	
   Since	
   2002,	
   Maersk’s	
   global	
  

coverage	
  extended.	
  Ports	
  are	
  served	
  around	
  the	
  world	
  with	
  an	
  even	
  higher	
  focus	
  

on	
  Asia,	
  Europe	
  and	
  North	
  America;	
  especially	
  since	
  the	
  most	
  concentrated	
  trade	
  

is	
   the	
   Intra-­‐Asia	
   trade,	
   followed	
   by	
   the	
   Asia-­‐Europe	
   trade	
   (Noteboom,	
   2008).	
  

Today,	
   as	
   in	
   the	
   early	
   2000,	
   Maersk	
   has	
   a	
   global	
   coverage	
   (Containerisation	
  

International,	
  2011).	
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Next	
  to	
  economies	
  of	
  scale	
  and	
  extended	
  market	
  coverage,	
  Maersk	
  is	
  also	
  active	
  

in	
  niche	
  markets	
  (Fremont,	
  2007),	
  meaning	
  it	
  responds	
  to	
   local	
  port	
  situations,	
  

covering	
   next	
   to	
   primary	
   seaports	
   (i.e.	
   the	
   Port	
   of	
   Rotterdam)	
   also	
   secondary	
  

seaports	
   (i.e.	
   the	
   Port	
   of	
   Valencia),	
   as	
   well	
   as	
   encouraging	
   feeder	
   services	
   on	
  

river	
  ports.	
  To	
   sum	
  up,	
  Maersk	
   is	
   functioning	
  vertically,	
   concentrating	
  both	
  on	
  

global	
   coverage	
   as	
   well	
   as	
   on	
   niche	
   markets	
   and	
   logistical	
   services.	
   Maersk	
  

strategy	
  seems	
  to	
  work	
  best,	
  since	
  it	
  ranks	
  first	
  among	
  global	
  carriers,	
  having	
  the	
  

largest	
  market	
  share	
  of	
  18,2%	
  as	
  of	
  20065.	
  Alphaliner.com	
  reports	
  Maersk	
  in	
  the	
  

first	
   position	
   of	
   global	
   carriers,	
   however	
  with	
   a	
   reduced	
  market	
   share	
   than	
   in	
  

2006,	
  namely	
  15,2%,	
  as	
  of	
  June	
  20116.	
  

From	
  Maersk’s	
   financial	
   reports	
  one	
   can	
  observe	
   that	
  net	
  profit	
  between	
  2005	
  

and	
  2008	
  was	
  to	
  a	
  certain	
  extent	
  constant,	
  while	
  dropping	
  in	
  2009,	
  and	
  picking	
  

up	
  again	
   in	
  2010.	
  The	
  drop	
  in	
  2009	
  is	
  recoverable	
  however,	
  especially	
  because	
  

the	
  net	
  profit	
  in	
  2010	
  exceeded	
  pre-­‐crisis	
  levels	
  (Graph	
  VI).	
  	
  

	
  

	
  
Graph	
  VI:	
  Source:	
  Maersk	
  Financial	
  Reports	
  (See	
  Appendix)	
  –	
  Graph	
  own	
  design	
  

	
  

Maersk	
   indeed	
  had	
   to	
  encounter	
   losses	
  during	
   the	
   financial	
  crisis,	
  however	
   the	
  

future	
  looks	
  good,	
  with	
  profits	
  exceeding	
  levels	
  measured	
  so	
  far.	
  

	
  

	
  

	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
5	
  Barry	
  Rogliano	
  Salles,	
  2006:	
  http://www.brs-­‐paris.com/newsletters/liner_studies/no29/BRS-­‐rep-­‐0601.pdf	
  
6	
  Alphaliner,	
  2011:	
  http://www.alphaliner.com/top100/index.php	
  
	
  

2005	
   2006	
   2007	
   2008	
   2009	
   2010	
  
Net	
  Pronit	
  USD	
  million	
   3,389	
   2,723	
   3,422	
   3,462	
   -­‐1,024	
   5,018	
  

-­‐2,000	
  
-­‐1,000	
  

0	
  
1,000	
  
2,000	
  
3,000	
  
4,000	
  
5,000	
  
6,000	
  

Maersk-­‐Sealand:	
  Net	
  Pro\it	
  USD	
  million	
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Regarding	
   data	
   from	
   Containarisation	
   International,	
   2011,	
   more	
   precisely	
   the	
  

comparison	
  of	
  Maersk,	
  APL,	
  Hapag-­‐Lloyd	
  and	
  OOCL	
  on	
  the	
  volume	
  performance	
  

during	
   2010,	
   one	
   can	
   observe	
   that	
   Maersk	
   is	
   leading	
   (Containerisation	
  

International,	
   2011).	
   The	
   graph	
   below	
   depicts	
   Maersk’s	
   leading	
   position	
   in	
  

volume	
  performance.	
  	
  

	
  
Table	
  V:	
  Ocean	
  Carrier:	
  Volume	
  Performance	
  During	
  2010	
  

	
  

Carrier	
   2010	
  TEU	
  
(x	
  1,000)	
  

2009	
  TEU	
  
(x	
  1,000)	
  

Maersk	
   14,600	
   13,800	
  
APL	
   5,662	
   4,578	
  
Hapag-­‐Lloyd	
   4,947	
   4,637	
  
OOCL	
   4,768	
   4,159	
  
Source:	
  Containerisation	
  International,	
  2011	
  

	
  

Volume	
   performance	
   in	
   TEU	
   has	
   increase	
   for	
   all	
   carriers	
   during	
   2009-­‐2010,	
  

however	
   Maersk	
   is	
   leading	
   by	
   far.	
   This,	
   of	
   course,	
   is	
   not	
   the	
   only	
   indicator	
  

proving	
  Maersk’s	
  worldwide	
  top	
  position.	
  	
  

The	
  financial	
  results	
  of	
  the	
  first	
  quarter	
  of	
  2011,	
  proves	
  the	
  same	
  thing.	
  	
  

	
  
Table	
  VI:	
  Ocean	
  Carrier	
  Financial	
  Report	
  –	
  First	
  Quarter	
  2011	
  

	
  

Carrier	
   Revenue	
  2011-­‐Q1	
  (USD	
  million)	
  

Maersk	
   6,419	
  

APL	
  	
   2,443	
  

Hapag-­‐Lloyd	
   2,091	
  

Hanjin	
   1,637	
  

Evergreen	
   978	
  
Source:	
  Containerisation	
  International,	
  2011	
  

	
  

No	
   matter	
   the	
   downfall	
   of	
   revenues	
   during	
   the	
   financial	
   crisis,	
   Maersk	
   has	
  

succeed	
   to	
   recover	
   from	
   the	
   financial	
   drawback,	
   while	
   also	
   launching	
   a	
   new	
  

division	
  Seago	
  (Containerisation	
  International,	
  2010)	
  and	
  keeping	
  profits	
  up	
  and	
  

at	
  never-­‐before	
  seen	
  rates	
  (Lloyslist,	
  2011).	
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4.1.2.	
  Mediterranean	
  Shipping	
  Company	
  S.A.	
  (MSC)	
  

	
  

MSC	
  ranks	
  second	
  in	
  terms	
  of	
  market	
  coverage,	
  detaining	
  a	
  market	
  share	
  of	
  8.6%	
  

as	
   of	
   20067.	
   G.	
   Aponte	
   founded	
   MSC	
   in	
   19708.	
   First	
   route	
   was	
   between	
   the	
  

Mediterranean	
  and	
  Somalia,	
   followed	
  by	
  ports	
  served	
   in	
  Europe	
  and	
  Africa7.	
   In	
  

ten	
  years,	
  by	
  1980,	
  MSC	
  has	
  covered	
  all	
  continents,	
  gaining	
  a	
  dominant	
  position	
  

in	
  the	
  world	
  trade9.	
  Since	
  1970	
  up	
  to	
  today	
  MSC	
  remains	
  independent	
  and	
  under	
  

the	
  ownership	
  of	
  G.	
  Aponte.	
  	
  

In	
  contrast	
  to	
  Maersk,	
  MSC	
  is	
  very	
  hostile	
  to	
  integrating	
  logistical	
  services,	
  thus	
  

MSC	
  is	
  not	
  vertically	
  integrated,	
  and	
  it	
  holds	
  contracts	
  with	
  terminal	
  operators,	
  

not	
  owing	
  its	
  own	
  terminals.	
  MSC	
  concentrate	
  only	
  on	
  liner	
  shipping.	
  	
  

Unfortunately,	
   MSC	
   keeps	
   its	
   financial	
   and	
   annual	
   reports	
   private,	
   thus	
   it	
   is	
  

impossible	
   to	
   compare	
  MSC’s	
   performance	
   over	
   the	
   last	
   years.	
   Recent	
   data	
   of	
  

200	
  shows	
  nonetheless	
  MSC’s	
  position	
  as	
  a	
  top-­‐leading	
  carrier	
  (Appendix:	
  Table	
  

12).	
  	
  Currently,	
  MSC	
  ranks	
  second	
  in	
  the	
  global	
  ranking	
  of	
  carriers,	
  with	
  a	
  market	
  

share	
  of	
  12,8%	
  as	
  of	
  June	
  201110.	
  

	
  

4.1.3.	
  Evergreen	
  

	
  

As	
  a	
   last	
  example	
  of	
  an	
  ocean	
  carrier	
   this	
  paper	
  will	
  consider	
   the	
   international	
  

company	
   Evergreen	
   Marine	
   Corporation.	
   Evergreen	
   used	
   to	
   function	
  

independently,	
   however	
   the	
   impact	
   of	
   the	
   financial	
   crisis	
   drove	
   Evergreen	
   to	
  

consider	
   strategic	
   alliances,	
   especially	
   concerning	
   vessel	
   sharing	
   agreements11.	
  

Evergreen	
  policy,	
  however,	
  is	
  constituted	
  in	
  the	
  sense	
  that	
  the	
  company	
  is	
  to	
  be	
  

seen	
  as	
  independent12.	
  

Evergreen	
   Marine	
   Corporation	
   is	
   a	
   multinational	
   company	
   with	
   its	
   origin	
   in	
  

Taiwan,	
  built	
  in	
  1968	
  by	
  Dr.	
  Yuang-­‐Fa	
  Chang12.	
  	
  

	
  

	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
7	
  Barry	
  Rogliano	
  Salles,	
  2006:	
  http://www.brs-­‐paris.com/newsletters/liner_studies/no29/BRS-­‐rep-­‐0601.pdf	
  
8	
  MSC	
  History:	
  http://www.mscgva.ch/	
  
9	
  MSC	
  History	
  Worldwide:	
  http://www.msctogo.com/about_us/msc_worldwide.html	
  
10	
  Alphaliner.com,	
  2010:	
  http://www.alphaliner.com/top100/index.php	
  
11	
  Supply	
  Chain	
  Leaders	
  Intelligence:	
  List	
  of	
  Alliances:	
  http://www.supplychainleaders.com/shipping/evergreen-­‐marine-­‐
corporation/324/	
  
12	
  Evergreen	
  History:	
  http://www.evergreen-­‐marine.com/tbi1/jsp/TBI1_CorporateProfile.jsp	
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Evergreen	
   is	
   situated	
   between	
   a	
   vertical	
   and	
   a	
   horizontal	
   consolidation.	
  

Vertically,	
  it	
  holds	
  its	
  dedicated	
  terminals;	
  horizontally	
  it	
  has	
  arrangements	
  with	
  

other	
  carriers,	
  e.g.	
  OOCL12.	
  	
  

	
  

Taking	
  a	
   look	
  at	
   the	
  number	
  of	
  port	
  calls	
  (Appendix:	
  Table	
  3),	
   it	
   is	
  obvious	
  that	
  

Evergreen	
  cannot	
  cover	
  a	
  market	
  share	
  as	
   large	
  as	
  one	
  of	
   the	
  biggest	
  alliances.	
  

Here	
  again,	
  no	
  matter	
   the	
   increase	
   in	
  port	
  calls	
  of	
  Evergreen	
  during	
  1989	
  until	
  

1999,	
  the	
  mean	
  number	
  of	
  port	
  calls,	
  of	
  the	
  given	
  period,	
  of	
  the	
  members	
  of	
  the	
  

alliances	
  outbids	
  Evergreen’s	
  port	
  calls	
  (Slack	
  et	
  al,	
  2002).	
  This	
  is	
  also	
  grasped	
  in	
  

the	
  graph	
  below.	
  

	
  
Graph	
  VII:	
  Shipping	
  lines’	
  weekly-­‐containerized	
  transport	
  capacity	
  distribution	
  over	
  world’s	
  regions	
  

	
  

	
  
	
  Source:	
  Soppé	
  et	
  al,	
  2009	
  
	
  

	
  It	
   is	
   clear	
   that	
   Evergreen	
   has	
   focused	
   its	
   attention	
   on	
   certain	
   regions	
   of	
   the	
  

world.	
  Albeit,	
  Evergreen’s	
  distribution	
  in	
  relatively	
  small	
  quantities	
  to	
  all	
  regions	
  

of	
  the	
  world,	
  it	
  is	
  notable	
  that	
  its	
  container	
  distribution	
  is	
  centered	
  primarily	
  on	
  

the	
   Far	
   East	
   (Graph	
   VII)	
   because	
   of	
   limited	
   capacity	
   of	
   competition	
   against	
  

colossal	
  shipping	
  alliances	
  (Soppé	
  et	
  al,	
  2009).	
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If	
   a	
   liner	
  operator	
  decides	
   to	
   function	
   independently,	
   then	
   it	
  has	
   to	
  ensure	
   the	
  

certain	
  financial	
  resources,	
  which	
  Evergreen	
  sometimes	
  lacked,	
  according	
  to	
  its	
  

recent	
  Income	
  Statements,	
  presented	
  in	
  the	
  Appendix	
  (Appendix:	
  Table	
  5a-­‐f).	
  The	
  

graph	
  below	
  shows	
  the	
  fluctuations	
  in	
  Evergreens	
  net	
  income	
  across	
  the	
  period	
  

2004-­‐2009.	
  Figures	
  for	
  2010	
  can	
  be	
  viewed	
  in	
  the	
  Appendix,	
  however	
  just	
  for	
  the	
  

first	
  half	
  of	
  2010.	
  	
  

	
  
Graph	
  VIII:	
  Evergreen	
  Net	
  Income	
  
	
  

	
  
Source:	
  Evergreen.com:	
  Financial	
  Reports	
  –	
  Graph	
  own	
  design	
  

	
  

Regarding	
   Evergreens	
   net	
   income	
   between	
   2004	
   and	
   2009	
   a	
   definite	
   increase	
  

took	
   place13.	
   The	
   impact	
   of	
   the	
   financial	
   crisis	
  was	
   however	
   harsh.	
   Evergreen,	
  

regardless	
   its	
   deterministic	
   policy	
   of	
   standing	
   independent,	
   had	
   to	
   consider	
  

strategic	
  alliances	
  orientated	
  in	
  asset	
  sharing	
  to	
  keep	
  pace	
  with	
  demand.	
  In	
  two	
  

years	
  Evergreens	
  net	
   income	
   fell	
   from	
  12,084,669	
  dollars	
   in	
   2004	
   to	
   411,	
   580	
  

dollars	
  in	
  2006	
  (Appendix:	
  Table	
  5a-­‐f).	
  

After	
   entering	
   in	
   certain	
   strategic	
   relationships	
   (2006),	
   e.g.	
   with	
   COSCON	
   and	
  

OOCL14,	
   gross	
   profit	
   and	
   net	
   income	
   increased,	
   however	
   another	
   downfall	
  

happened	
   in	
   the	
   year	
   of	
   2008,	
   when	
   net	
   income	
   dropped	
   from	
   10,381,702	
  

dollars	
  (2007)	
  to	
  639,266	
  dollars	
  (Appendix:	
  Table	
  5a-­‐f).	
  	
  

	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
13	
  Evergreen:	
  Financial	
  Reports:	
  http://www.evergreen-­‐marine.com/tbf1/jsp/TBF1_FinancialReports.jsp	
  
14	
  Evergreen	
  History:	
  http://www.evergreen-­‐marine.com/tbn1/jsp/TBN1_PressReleases2006.jsp	
  

2004	
   2005	
   2006	
   2007	
   2008	
   2009	
  
Evergreen	
  Net	
  Pronit	
  $	
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Operating	
   expenses	
   increased	
   drastically,	
   leaving	
   Evergreen	
   with	
   yet	
   other	
  

choice:	
   functioning	
   alone,	
   thus	
   risking	
   bankruptcy	
   or	
   considering	
   strategic	
  

commitments;	
  Evergreen	
  chose	
  the	
  solution	
  of	
  entering	
  alliances15,	
  which	
  indeed	
  

was	
   favorable.	
   In	
   2009,	
   Evergreen	
   net	
   income	
   increased	
   to	
   9,855,353	
   dollars	
  

(Appendix:	
  Table	
  5a-­‐f).	
   For	
   2010,	
   the	
  prospects	
   look	
   encouraging;	
   Evergreen	
   is	
  

recovering	
  from	
  the	
  financial	
  crisis.	
  

	
  
4.2.	
  Recent	
  Panoramic	
  of	
  Strategic	
  Shipping	
  Alliances	
  

	
  

Due	
  to	
  globalization	
  and	
  the	
  increasing	
  size	
  of	
  container	
  ships	
  (Appendix:	
  Graph	
  

1),	
   shipping	
   companies	
   considered	
   strategic	
   alliances	
   to	
   cover	
   world	
   trade	
  

routes	
  (Agarwal,	
  2007),	
  The	
  horizontal	
  integration	
  of	
  major	
  shipping	
  companies	
  

to	
  solid	
  strategic	
  alliances,	
  has	
  been	
  by	
   far	
   the	
  most	
   important	
  development	
   in	
  

the	
  maritime	
  cluster	
  in	
  recent	
  years	
  (D’Arcy,	
  2001).	
  Not	
  only	
  have	
  these	
  alliances	
  

strengthened	
   the	
   economical	
   efficiency	
   of	
   their	
  members,	
   but	
   also	
   guaranteed	
  

their	
  position	
  in	
  the	
  global	
  trade	
  (Appendix,	
  Table	
  13).	
  

	
  

Recent	
   developments	
   have	
   exhibited	
   a	
   number	
   of	
   alliances,	
   which	
   shall	
   be	
  

depicted	
   in	
   this	
   context.	
   Agarwal	
   (2005)	
   has	
   depicted	
   as	
   of	
   2005	
   the	
   major	
  

alliances	
   on	
   East-­‐West	
   Trades:	
   New	
  World	
   Alliance	
   (former	
   “Global	
   Alliance”),	
  

Grand	
  Alliance,	
   TRICON	
   and	
   the	
   Sino-­‐Japanese	
  Alliance	
   (Appendix:	
  Table	
  8).	
   Of	
  

course,	
   there	
   is	
   also	
   the	
   case	
   of	
   Maersk-­‐Sealand.	
   This	
   representation	
   has	
  

however	
   changed.	
   Since	
   2007	
   this	
   has	
   changed	
   nonetheless	
   (Sys,	
   2007).	
   The	
  

panorama	
   and	
   the	
   shifts	
   in	
   alliances	
   are	
   depicted	
   in	
   the	
   Appendix,	
   Table	
   15.	
  

Containerisation	
  International	
  (2011)	
  portrays	
  the	
  same	
  panorama	
  of	
  alliances.	
  	
  

The	
   three	
   main	
   strategic	
   alliances	
   of	
   today	
   are:	
   the	
   Grand	
   Alliance,	
   the	
   New	
  

World	
   Alliance	
   and	
   CKYH	
  Alliance.	
   The	
   table	
   below	
   shows	
   the	
   three	
   alliances,	
  

their	
  vessels	
  deployed	
  and	
  routes	
  covered.	
  It	
  also	
  depicts	
  TEU	
  volume	
  performed	
  

on	
  the	
  trade	
  route	
  Asia-­‐North	
  America.	
  

	
  

	
  
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
15	
  Supply	
  Chain	
  Leaders	
  Intelligence:	
  List	
  of	
  Alliances	
  http://www.supplychainleaders.com/shipping/evergreen-­‐marine-­‐
corporation/324/	
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Table	
  VII:	
  Global	
  Alliances	
  in	
  the	
  Liner	
  Shipping	
  Industry	
  
	
  
	
   Grand	
  Alliance	
   New	
  World	
  

Alliance	
  

CKYH	
  Alliance	
  

Members*	
   NYK	
  (Japan)	
  
OOCL	
  (Hong	
  
Kong)	
  
MISC	
  (Malaysia)	
  
Hapag-­‐Lloyd	
  
(Germany)	
  

MOL	
  (Japan)	
  
APL	
  (Singapore)	
  
Hyundai	
  (Korea)	
  

Hanjin	
  (Korea)	
  
COSCO	
  (China)	
  
K-­‐Line	
  (Japan)	
  
Yang-­‐Ming	
  
(Taiwan)	
  	
  

Vessels	
  deployed*	
   140	
   100	
   170	
  

Routes	
  covered*	
   14	
   13	
   17	
  

Asia	
  –	
  North	
  America	
  Route*	
  

Ports	
  called*	
  

Asia*:	
  

	
  

	
  

US/Canada*:	
  	
  

	
  
Hong	
  Kong,	
  
Shanghai,	
  
Yokohama,	
  
Busan*	
  
	
  
Oakland,	
  Seattle,	
  
Norfolk,	
  New	
  
York*	
  

	
  
Kaohsing**,	
  Hong	
  
Kong,	
  Tokyo,	
  
Busan,	
  Sanghai*	
  
	
  
	
  
Los	
  Angeles,	
  
Oakland,	
  Seattle,	
  
Vancouver*	
  

	
  
Hong	
   Kong,	
  
Shanghai*	
  
	
  
	
  
	
  
Savannah,	
  New	
  
York*	
  

TEUs	
  deployed	
  on	
  
Asia-­‐North	
  
America	
  Route*	
  

3000TEU-­‐
7000TEU	
  

4000TEU-­‐	
  
6000TEU	
  

4000TEU-­‐	
  
6000TEU	
  

Source:	
  	
  	
  	
  	
  	
  	
  	
  	
  *	
  Containerization	
  International,	
  2010	
  

	
   	
  	
  **	
  Lloyd’s	
  List,	
  2010	
  –	
  New	
  Alliance	
  introduces	
  December	
  2010	
  Vietnam’s	
  Port	
  Kaohsing	
  to	
  the	
  rout.	
  	
  

	
  

From	
  this	
  graph,	
  one	
  can	
  deduce	
  that	
  on	
  the	
  Asia-­‐North	
  America	
  route	
  the	
  TEUs	
  

deployed	
   by	
   the	
   alliances	
   are	
   around	
   the	
   same	
   figure	
   for	
   all	
   three	
   alliances,	
  

between	
   300,000TEU	
   and	
   700,000TEU,	
   while	
   all	
   call,	
   more	
   or	
   less,	
   the	
   same	
  

ports.	
  	
  

	
  

Regarding	
  a	
  different	
  route,	
  meaning	
  from	
  the	
  Far	
  East	
  to	
  Northern	
  Europe,	
  as	
  of	
  

2010,	
  another	
  picture	
  is	
  painted	
  (LloydsList,	
  2010).	
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Table	
  IX:	
  Alliances	
  operating	
  on	
  route:	
  Far	
  East	
  to	
  Northern	
  Europe,	
  2010	
  

	
  

Alliance	
   Nr.	
   of	
   weekly	
  
services	
  

Total	
  nr.	
  of	
  vessels	
   Market	
  share	
  

CKYH	
   8	
   58	
   20%	
  
Grand	
  Alliance	
   4	
   36	
   13%	
  
NWA	
   4	
   34	
   11%	
  
Source:	
  LloydsList,	
  2010	
  

	
  

On	
  this	
  route	
  an	
  almost	
  double	
  implication	
  of	
  CKYH	
  is	
  observable.	
  Regarding	
  the	
  

overall	
  performance	
  of	
   these	
  alliances,	
   little	
  or	
  no	
   information	
   is	
  available.	
  The	
  

total	
  market	
  share	
  of	
  CKYH	
  reached	
  as	
  of	
  2010	
  a	
  market	
  share	
  of	
  24%,	
  whereas	
  

NWA	
  and	
  the	
  Grand	
  alliance	
  comprised	
  each	
  a	
  market	
  share	
  of	
  16%	
  (Lloydlist,	
  

2010).	
  

The	
   following	
   section	
   will	
   picture	
   the	
   three	
   main	
   alliances	
   and	
   their	
   recent	
  

performance,	
  starting	
  with	
  the	
  New	
  World	
  Alliance.	
  	
  

	
  

4.2.1.	
  New	
  World	
  Alliance	
  	
  

	
  

The	
   New	
   World	
   Alliance	
   is	
   composed	
   out	
   of	
   the	
   following	
   major	
   players:	
  

APL/NOL	
  (USA/Singapore),	
  MOL	
  (Japan)	
  and	
  Hyundai	
  (South	
  Korea),	
  being	
  one	
  

of	
  the	
  leading	
  marriages	
  of	
  the	
  maritime	
  cluster	
  (Cariou,	
  2000).	
  Built	
  in	
  1996,	
  the	
  

New	
  World	
  Alliance	
  or	
  as	
  it	
  was	
  called	
  in	
  1995	
  the	
  Global	
  Alliance	
  (Cariou,	
  2000)	
  

suffered	
  drastically,	
  since	
  divergences	
  between	
  member	
  were	
  nearly	
  impossible	
  

to	
   overcome	
   (D’Arcy,	
   2001).	
   The	
   present	
   New	
   World	
   Alliance	
   had	
   as	
   a	
  

commencing	
  point	
  the	
  acquisition	
  of	
  APL	
  by	
  NOL,	
  making	
  the	
  integration	
  of	
  the	
  

different	
   multinational	
   members	
   easier.	
   In	
   the	
   Appendix:	
   Table	
   9	
   a	
   series	
   of	
  

movements	
   from	
   the	
   first	
   members	
   generation	
   to	
   the	
   second,	
   as	
   a	
   historic	
  

representation.	
  

The	
  cooperation	
  between	
  members	
  of	
  the	
  New	
  World	
  Alliance	
  is	
  dominated	
  by	
  

port-­‐to-­‐port	
   services,	
  while	
  members	
  usually	
  operating	
  on	
   their	
   own.	
  Personal	
  

company	
   identity	
   is,	
   thus,	
   not	
   fully	
   lost,	
   since	
   in	
   a	
   narrow	
   sense,	
   members	
  

sometimes	
  compete	
  against	
  each	
  other.	
  The	
  New	
  World	
  Alliance	
  covers	
  all	
  major	
  

trading	
   routes,	
   focusing	
   on	
   Asia	
   –	
   Europe	
   as	
   well	
   as	
   Asia	
   –	
   North	
   America	
  

(Containerisation	
  International,	
  2011).	
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The	
   New	
   World	
   Alliance	
   came	
   together	
   for	
   reasons	
   mentioned	
   above,	
  

operational	
   synergies,	
   economies	
   of	
   scale	
   and	
   market	
   control,	
   but	
   a	
   distinct	
  

reasons	
   was	
   also	
   the	
   difficulty	
   to	
   ensure	
   survival	
   of	
   the	
   single	
   companies	
  

(D’Arcy,	
   2001).	
   Regardless	
   the	
   striving	
   of	
   integrating	
   these	
   multinational	
  

companies,	
   New	
  World	
   Alliance’s	
   stability	
   has	
   been	
   proven,	
   since	
   it	
   currently	
  

ranks	
  in	
  the	
  top	
  strategic	
  alliances	
  of	
  the	
  maritime	
  cluster	
  (D’Arcy,	
  2001).	
  	
  

	
  

4.2.2.	
  Grand	
  Alliance	
  
 
The	
  Grand	
  Alliance	
   is	
  composed	
  out	
  of	
   four	
  members:	
  Hapag-­‐Lloyd	
  (Germany),	
  

NYK	
  (Japan),	
  OOCL	
  (Hong	
  Kong)	
  and	
  MISC	
  (Malaysia).	
  Hapag-­‐Lloyd	
  is	
  a	
  German	
  

transportation	
   firm,	
  dominating	
   the	
  German	
  shipping	
  market	
   (Containerisation	
  

International,	
  2011).	
  MISC	
  is	
  the	
  Malaysian	
  representative	
  of	
  the	
  Grand	
  Alliance.	
  

MISC	
  was	
  built	
   in	
   the	
   late	
  60s	
  and	
   is	
  Malaysia’s	
   leading	
  carrier	
   (Cariou,	
  2000).	
  

Lastly,	
  NYK	
  is	
  a	
  Japanese	
  company,	
  currently	
  part	
  of	
  Mitsubishi	
  (Cariou,	
  2000).	
  	
  

OOCL	
  is	
  the	
  last	
  addition	
  to	
  the	
  Grand	
  Alliances	
  (Sys,	
  2007),	
  originating	
  in	
  Hong-­‐

Kong.	
  	
  

Three	
  of	
  the	
  above-­‐mentioned	
  carriers	
  have	
  been	
  considered	
  by	
  Alphaliner.com,	
  

2011,	
  in	
  the	
  top	
  25,	
  ordered	
  by	
  their	
  market	
  shares	
  individually	
  (Appendix:	
  Table	
  

13).	
  	
  

	
  
Graph	
  IX:	
  Capacity	
  and	
  Share	
  of	
  the	
  five	
  main	
  Alliances,	
  2006	
  

	
  

	
  

	
  

	
  
	
  

	
  

	
  

	
  

	
  

	
  

Source:	
  Lu,	
  H-­‐A.,	
  J.	
  Cheng,	
  T-­‐S.	
  Lee,	
  2006	
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Regarding	
   the	
   market	
   share	
   of	
   the	
   whole	
   alliance,	
   as	
   portrayed	
   in	
   the	
   table	
  

below,	
  as	
  of	
  2005,	
  it	
  relevant	
  to	
  point	
  out	
  the	
  efficiency	
  of	
  this	
  alliance.	
  

In	
  2005	
  the	
  total	
  share	
  of	
  the	
  Grand	
  Alliance	
  reached	
  12%,	
  with	
  a	
  TEU	
  figure	
  of	
  

1,102,197	
  TEU	
  over-­‐running	
  Maersk	
  by	
  almost	
  2%	
  in	
  global	
  share.	
  	
  

	
  

Nowadays	
  the	
  Grand	
  Alliance	
  has	
  increased	
  its	
  market	
  share	
  to	
  16%	
  (LloydsList,	
  

2011),	
  competing	
  directly	
  with	
  the	
  NWA	
  and	
  the	
  CKYH.	
  	
  

The	
  competition	
  on	
  the	
  Asia	
  –	
  Mediterranean	
  route	
  is	
  especially	
  relevant	
  to	
  the	
  

Grand	
   Alliance,	
   according	
   to	
   Containerisation	
   International,	
   2011.	
   Conform	
  

recent	
   reports;	
   summarized	
   in	
   the	
   table	
   below,	
   the	
   difference	
   between	
   the	
  

maximum	
   capacities	
   deployed	
   per	
   year	
   on	
   this	
   route	
   is	
   relatively	
   small	
  

(Containerisation	
  International,	
  2011).	
  	
  

	
  
Table	
  X:	
  Alliances’	
  performance:	
  Asia	
  –	
  Mediterranean,	
  2010	
  

	
  

Alliance	
   Nr.	
  of	
  vessels	
  deployed	
  on	
  
route	
  

Maximum	
   capacity/year	
  
TEU	
  

CKYH	
   10	
   ~	
   300,000TEU	
   –	
  
400,000TEU	
  

NWA	
   10	
   ~	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  350,000TEU	
  
GA	
   8	
   ~	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  320,000TEU	
  
Source:	
  Containerisation	
  International,	
  2011	
  

	
  

Lastly,	
  the	
  CKYH	
  Alliance	
  will	
  be	
  described,	
  following	
  the	
  analysis	
  of	
  the	
  industry,	
  

concerning	
  competition.	
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4.2.3.	
  CKYH	
  Alliance	
  

	
  

The	
   CKYH	
   Alliance	
   is	
   a	
   combination	
   of	
   former	
   TRICON	
   and	
   the	
   Sino-­‐Japanese	
  

Alliance.	
  

TRICON	
   was	
   a	
   strategic	
   alliance	
   between	
   Hanjin	
   Shipping	
   (South	
   Korea),	
   Cho	
  

Yang	
  (Kuwait)	
  and	
  UASC	
  (South	
  Korea),	
  described	
  by	
  Cariou	
  (2000).	
  Regarding	
  

their	
  position	
  in	
  the	
  world	
  raking	
  as	
  of	
  June	
  2011	
  (Alphaliner),	
  Hanjin	
  Shipping	
  

occupies	
   rank	
   nine,	
  with	
   a	
  market	
   share	
   of	
   3,3%14.	
   UASC	
   currently	
   ranks	
   20th,	
  

with	
  a	
  market	
  share	
  of	
  1,5%16	
  (2011).	
  	
  

Cariou	
  (2011)	
  classifies	
  the	
  Sino-­‐Japanese	
  Alliance	
  as	
  being	
  comprised	
  of	
  COSCO	
  

(China),	
  K-­‐Line	
   (Japan)	
  and	
  Yang-­‐Ming	
   (Taiwan).	
  COSCO	
   is	
   the	
   leading	
  Chinese	
  

carrier,	
  ranking	
  5th	
  with	
  a	
  global	
  market	
  share	
  of	
  3,9%14.	
  The	
  Japanese	
  K-­‐Line	
  is	
  

currently	
  situated	
  in	
  the	
  top	
  20,	
  with	
  a	
  market	
  share	
  of	
  2,2%14.	
  Yang-­‐Ming	
  Group	
  

is	
  situated	
  as	
  well	
  between	
  the	
  top	
  carriers,	
  with	
  a	
  market	
  share	
  of	
  2,3%14.	
  

	
  

TRICON	
  and	
   the	
  Sino-­‐Japanese	
  Alliance	
  were	
  enforced	
  during	
   the	
  90s,	
   in	
  2000	
  

however	
  the	
  Sino-­‐Japanese	
  Alliance	
  dissolved,	
  and	
  four	
  years	
  later	
  TRICON	
  came	
  

to	
   an	
  end.	
  The	
  members	
  decided	
   to	
  divide	
   themselves	
   into	
   the	
  United	
  Alliance	
  

and	
  CKYH	
  (Sys,	
  2007).	
  The	
  United	
  Alliance	
  ended	
  soon	
  after.	
  The	
  CKYH	
  remained	
  

however	
   a	
   very	
  powerful	
   alliance	
   (Containerisation	
   International,	
   2011),	
   being	
  

composed	
  out	
  of	
  Hanjin,	
  COSCO,	
  K-­‐Line	
  and	
  Yang-­‐Ming.	
  	
  

CKYH	
   is	
   leading	
   currently,	
   both	
   regarding	
   market	
   share	
   (24%)	
   as	
   well	
   as	
  

concerning	
  capacity	
  deployed	
  on	
  the	
  major	
  trade	
  routes,	
  e.g.	
  Asia	
  –	
  Europe	
  and	
  

vice	
  versa	
  (Containerisation	
  International,	
  2011).	
  The	
  chart	
  pie	
  below	
  shows	
  the	
  

percentage	
  of	
  cargo	
  flow	
  of	
  CKYH	
  on	
  the	
  Europe	
  –	
  Asia	
  route	
  (Containerisation	
  

International,	
  2010)	
  

	
  

	
  
	
  
	
  
	
  
	
  
	
  

	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
16	
  Alphaliner.com,	
  2011:	
  http://www.alphaliner.com/top100/index.php	
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Graph	
  X:	
  Cargo	
  Flow	
  Main	
  Alliances	
  n	
  the	
  Europe-­‐Asia	
  Route	
  

	
  
Source:	
  Containerization	
  International,	
  2010	
  –	
  own	
  design	
  	
  

Alliance	
   members	
   have	
   proven	
   efficient,	
   almost	
   all	
   of	
   them	
   being	
   situated	
   in	
  

leading	
  positions,	
  accordingly	
  to	
  Alphaliner.com,	
  2011.	
  	
  

	
  

	
  5.	
  Competition	
  in	
  the	
  liner	
  industry	
  

	
  

Horizontal	
   integration	
   has	
   sometimes	
   proven	
   difficult,	
   because	
   competition	
   is	
  

distorted.	
  The	
  liner	
  industry	
  is	
  marked	
  by	
  its	
  past.	
  Until	
  2008,	
  liner	
  conferences	
  

where	
   a	
   popular	
   alignment	
   to	
   control	
   prices,	
  meaning	
   freight	
   rates,	
   on	
   certain	
  

trade	
   routes;	
  being	
  defined	
  as	
   “a	
  group	
  of	
   two	
  or	
  more	
  carriers	
  which	
  provide	
  

international	
   liner	
   services	
   […]	
   on	
   particular	
   geographical	
   limited	
   routes,	
  

operating	
  under	
  uniform	
  or	
  common	
  freight	
  rates”	
  (UNCTAD,	
  2007).	
  	
  

To	
   sum	
   up,	
   liner	
   conferences	
  were	
   concerned	
  with	
   freight	
   rates	
  manipulation	
  

rather	
  than	
  cost	
  reduction.	
  Under	
  alliances	
  the	
  focus	
  lies	
  on	
  efficient	
  cost	
  control,	
  

this	
  is	
  the	
  main	
  difference	
  to	
  conferences	
  (Hubner,	
  2002).	
  

	
  

In	
  order	
  to	
  understand	
  the	
  implications	
  of	
  horizontal	
  and	
  vertical	
  integration	
  in	
  

the	
   liner	
  shipping	
   industry	
   it	
   is	
  of	
  uttermost	
   importance	
  to	
  analyze	
  the	
  state	
  of	
  

the	
  competition	
  in	
  this	
  industry.	
  	
  

The	
   OECD	
   governments	
   are	
   keen	
   on	
   supporting	
   competition	
   in	
   all	
   economic	
  

sectors,	
   the	
   transport	
   sector	
   playing	
   an	
   important	
   role	
   in	
   the	
   discussions	
  

(Hubner,	
  2002).	
  	
  

Others	
  
28%	
  

CKYH	
  
17%	
  

Maersk	
  
21%	
  

Grand	
  Alliance	
  
11%	
  

New	
  World	
  
Alliance	
  
9%	
  

MSC	
  
14%	
  

Cargo	
  Flow	
  of	
  main	
  Alliances	
  on	
  the	
  Europe-­‐
Asia	
  Route	
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Historically,	
   the	
   liner	
   sector	
   had	
   been	
   characterized	
   by	
   conferences,	
   impeding	
  

competition	
  (Benacchio	
  et	
  al.,	
  2007).	
  The	
  main	
  problem	
  was	
  that	
  entry	
  barriers	
  

were	
   too	
   high	
   in	
   order	
   for	
   new	
   companies	
   to	
   enter	
   the	
   market	
   and	
   thus	
   the	
  

industry	
   leaders	
  were	
  gaining	
  huge	
  profits.	
  The	
  market	
  has	
  changed,	
  since	
   it	
   is	
  

not	
   characterized	
   by	
   conferences	
   anymore	
   (Hubner,	
   2002;	
   Benacchio	
   et	
   al.,	
  

2007;	
  Nooteboom,	
  2008).	
  In	
  2008	
  conferences	
  were	
  banished	
  from	
  the	
  scene.	
  

Albeit	
  conferences	
  have	
  been	
  dissolved,	
  carriers	
  joined	
  strategic	
  alliances.	
  There	
  

are	
  however	
  several	
  problems	
  that	
  can	
  occur	
  with	
  alliances,	
  namely	
  with	
  respect	
  

to	
   competition	
   (Sys,	
  2009).	
   Sys	
   analyzes	
   the	
  various	
   types	
  of	
   competition	
  with	
  

respect	
   to	
   liner	
  operators,	
  while	
  discussing	
   the	
  differences	
  between	
   these.	
  The	
  

biggest	
   problem	
   that	
   can	
   occur	
   is	
   if	
   a	
   liner	
   operator	
   holds	
   the	
   entire	
   market	
  

share,	
  or	
  a	
  majority	
  of	
  it,	
  i.e.	
  over	
  40%	
  (Graph,	
  Types	
  of	
  Markets).	
  	
  

If	
   one	
   liner	
   operator	
   holds	
   alone	
   more	
   than	
   40%	
   of	
   the	
   market	
   share,	
   it	
   is	
  

considered	
  dominance	
  of	
  the	
  market,	
  which	
  results	
  in	
  monopoly	
  (Sys,	
  2009).	
  	
  

Regarding	
   the	
   table	
  underneath,	
   in	
   the	
   first	
   case,	
   the	
  market	
  would	
  have	
   to	
  be	
  

characterized	
  as	
  a	
  pure	
  monopoly	
  (Sys,	
  2009),	
  i.e.	
  there	
  is	
  one	
  single	
  provider	
  in	
  

the	
  market,	
  and	
  he	
  is	
  able	
  to	
  set	
  freight	
  rates	
  and	
  determine	
  capacity.	
  However,	
  

as	
  Sys	
  (2009)	
  describes,	
  the	
  liner	
  industry	
  does	
  not	
  represent	
  a	
  pure	
  monopoly,	
  

thus	
  there	
  is	
  no	
  single	
  dominant	
  liner	
  operator.	
  	
  

A	
  different	
  type	
  of	
  competition	
  namely	
  a	
   loose	
  oligopoly	
  characterizes	
  the	
  liner	
  

industry.	
   In	
   this	
   case,	
   there	
   are	
   only	
   few	
   providers,	
   which	
   divide	
  most	
   of	
   the	
  

market	
   share	
   between	
   themselves,	
   i.e.	
   the	
   market	
   share	
   GA,	
   NWA,	
   CKYH	
   and	
  

Maersk	
  lies	
  25%	
  and	
  60%	
  (Sys,	
  2009).	
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Table	
  XI:	
  Types	
  of	
  Markets	
  
	
  

	
  
Source:	
  Sys,	
  2009	
  
	
  
The	
  query	
  remains	
   if	
   this	
   is	
   the	
  case	
   for	
   the	
   liner	
   industry;	
   taking	
   into	
  account	
  

the	
  different	
  alliances.	
  	
  Sys	
  argues	
  conform	
  the	
  table	
  above,	
  that	
  indeed	
  the	
  liner	
  

industry	
  is	
  oligopoly,	
  in	
  the	
  loose	
  sense	
  (Sys,	
  2009).	
  	
  

The	
  Graph	
  below	
  (Market	
  Shares	
  (2000-­‐2008))	
  shows	
  the	
  market	
  shares	
  of	
  the	
  

main	
   alliances	
   plus	
  Maersk	
   from	
   2000	
   until	
   2008.	
   To	
   be	
   observed	
   is	
   the	
   total	
  

market	
   share	
  of	
   these	
  alliances.	
  One	
  can	
  note	
   that	
   in	
  all	
   cases	
   the	
   total	
  market	
  

shares	
  of	
  the	
  three	
  alliances	
  plus	
  Maersk	
  are	
  above	
  46%	
  in	
  all	
  the	
  years	
  depicted,	
  

proving	
  the	
  fact	
  that	
  the	
  industry	
  is	
  an	
  oligopoly.	
  	
  
	
  

Table	
  XII:	
  Market	
  Shares	
  (2000-­‐2008)	
  

	
  
Source:	
  Sys,	
  2099	
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Maersk-­‐Sealand	
   alone	
   has	
   16%.	
   The	
   alliances,	
   e.g.	
   CHKY	
   Alliance	
   or	
   Grand	
  

Alliance	
  had	
  around	
  12%	
  of	
  the	
  market	
  share	
  each	
  in	
  2008,	
  a	
  share	
  that	
  dropped	
  

to	
  around	
  11%	
  each	
  in	
  2008,	
  as	
  portrayed	
  in	
  the	
  graph	
  above	
  (Sys,	
  2009).	
  	
  

The	
   Gini	
   coefficient	
   shows	
   the	
   discrepancy	
   that	
   occurs	
   between	
   a	
   perfect	
  

competitive	
  case	
  and	
  the	
  case	
  of	
  the	
  liner	
  industry	
  from	
  2000	
  to	
  2009.	
  

	
  
Graph	
  XI:	
  Gini	
  Coefficient	
  

	
  
Source:	
  Sys,	
  2009	
  

	
  

In	
  2010,	
   the	
  market	
   shares,	
  according	
   to	
  Containerization	
   International	
   (2010)	
  

are	
  as	
  follows:	
  Maersk	
  15%,	
  CKYH	
  Alliance	
  24%,	
  Grand	
  Alliance	
  16%,	
  and	
  TNWA	
  

16%.	
  Containerization	
   International	
   (2010)	
  also	
  gives	
  also	
  data	
   for	
   the	
  market	
  

shares	
  of	
  the	
  second	
  largest	
  trade	
  route,	
  Far	
  East	
  –	
  Europe	
  (Nooteboom,	
  2008).	
  

On	
   this	
   route,	
   Maersk	
   and	
   CKYH	
   dominate	
   the	
  market	
   with	
   20%	
   of	
   its	
   share,	
  

each,	
  while	
  the	
  Grand	
  Alliance	
  has	
  13%	
  and	
  TNWA	
  has	
  11%.	
  	
  

It	
  is	
  therefore	
  that	
  one	
  can	
  observe	
  a	
  loose	
  oligopolistic	
  market	
  structure,	
  which	
  

is	
  even	
  more	
  obvious	
  when	
  taking	
  the	
  trade	
  routes	
  separately	
  (Sys,	
  2009).	
  	
  	
  	
  

	
  
In	
   the	
   following,	
   the	
  main	
   laws	
   of	
   the	
   EU,	
  with	
   respect	
   to	
   competition	
  will	
   be	
  

discussed	
   in	
   order	
   to	
   analyze,	
   why	
   alliances	
   are	
   accepted	
   between	
   liner	
  

operators.	
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5.1.	
  EU	
  Competition	
  and	
  why	
  alliances	
  are	
  not	
  deterring	
  competition	
  

	
  

In	
  the	
  European	
  Law,	
  Articles	
  101	
  and	
  102	
  (formerly	
  known	
  as	
  Art.	
  81	
  and	
  82)	
  

are	
  concerned	
  with	
  competitive	
  behavior	
  of	
  firms	
  in	
  specific	
  industries17.	
  Special	
  

attention	
   is	
   given	
   to	
   the	
   maritime	
   sector,	
   especially	
   the	
   liner	
   industry.	
   The	
  

chapters	
   on	
   liner	
   operators	
   are	
   concerned	
   with	
   different	
   types	
   of	
   exemptions	
  

that	
  are	
  allowing	
  liner	
  operators	
  to	
  be	
  in	
  alliances	
  or	
  consortia.	
  	
  

The	
   main	
   reason	
   behind	
   this	
   allowance	
   is	
   noted	
   in	
   Regulation	
   No	
   906/2009	
  

(3)18,	
   where	
   it	
   is	
   expressed	
   that	
   liner	
   operators	
   are	
   allowed	
   to	
   be	
   part	
   of	
  

alliances	
  as	
  long	
  as	
  the	
  requirements	
  of	
  Art.	
  81(3)	
  are	
  met,	
  and	
  all	
  companies	
  are	
  

gaining	
   from	
   increased	
   knowledge,	
   productivity,	
   etc.	
   The	
   certain	
   requirements	
  

are	
  not	
  publicly	
  available,	
  however,	
  strategic	
  alliances	
  have	
  to	
  align	
  to	
  this	
  article	
  

and	
  act	
  conformingly	
  (Sys,	
  2009).	
   If	
  conditions	
  are	
  not	
  met	
   the	
  Commission,	
   in	
  

accordance	
  with	
  Art.	
  81(3)	
  of	
  the	
  Treaty,	
  is	
  allowed	
  to	
  restrain	
  companies	
  from	
  

operating	
   in	
   the	
   liner	
   sector.	
  According	
   to	
   LloydsList,	
   2011	
   this	
  was	
  never	
   the	
  

case.	
  	
  

The	
  restraining,	
  nonetheless,	
  refers	
  mainly	
  to	
  three	
  main	
  points	
  expressed	
  in	
  the	
  

regulation.	
  First,	
  it	
  is	
  not	
  allowed	
  to	
  set	
  freight	
  rates;	
  secondly,	
  imposing	
  capacity	
  

limitations	
   is	
  out	
  of	
  question;	
  and	
  thirdly	
  markets	
  and	
  customers	
  are	
  not	
   to	
  be	
  

allocated	
  between	
  the	
  members	
  (EU	
  Commission,	
  2011).	
  If	
  any	
  of	
  these	
  happen,	
  

the	
  Commission	
  is	
  forced	
  to	
  act	
  upon	
  it.	
  

The	
   commission	
   however	
   does	
   allow	
   several	
   actions.	
   These	
   actions	
   imply	
  

scheduling,	
   pooling	
   of	
   vessels,	
   chartering	
   and	
   slot	
   exchanges	
   (defined	
   in	
   the	
  

Glossary)	
  etc.	
  As	
  long	
  as	
  the	
  actions	
  refer	
  mostly	
  to	
  cost	
  reductions,	
  the	
  alliances	
  

are	
   not	
   deterring	
   the	
   competitive	
   behavior	
   within	
   the	
   industry.	
   Most	
  

importantly,	
   however	
   are	
   the	
   combined	
   market	
   shares	
   of	
   the	
   companies	
  

involved	
   in	
   an	
   alliance	
   or	
   consortia.	
   In	
   the	
   Competition	
   Handbook	
   of	
   the	
  

European	
   Commission	
   on	
   liner	
   operators,	
   Article	
   5,	
   Chapter	
   3	
   on	
   Maritime	
  

Transport,	
   refers	
   to	
   this	
   specific	
   problem.	
   The	
   statement	
   regards,	
   that	
   the	
  

companies	
   involved	
   in	
   an	
   alliance	
   or	
   consortia	
   are	
   not	
   to	
   have	
   a	
   combined	
  

market	
  share	
  above	
  30%	
  (EU	
  Commission,	
  2011).	
  	
  

	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
17	
  EU	
  Competition	
  Law:	
  http://ec.europa.eu/competition/antitrust/legislation/handbook_vol_2.pdf	
  
18	
  EU	
  Competition	
  Law:	
  http://ec.europa.eu/competition/antitrust/legislation/handbook_vol_2.pdf	
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As	
   observed	
   earlier,	
   Sys	
   (2009)	
   has	
   noted	
   the	
   market	
   shares	
   for	
   some	
   of	
   the	
  

major	
  alliances	
  in	
  the	
  industry.	
  It	
  is	
  clear	
  that	
  none	
  of	
  the	
  alliances	
  have	
  a	
  market	
  

share	
  above	
  30%	
  (Sys,	
  2009).	
  	
  

To	
   sum	
   up,	
   currently	
   there	
   is	
   no	
   threat	
   of	
   competition	
   distortion	
   in	
   the	
   liner	
  

shipping	
  industry.	
  The	
  European	
  Commission	
  is	
  very	
  keen	
  on	
  acting	
  upon	
  such	
  

matters.	
  

	
  

6.	
  Inferences	
  of	
  the	
  Crisis	
  

	
  

Freight	
   rates	
   going	
   down,	
   shipping	
   yards	
   congested,	
   strikes	
   in	
   ports,	
   empty	
  

containers,	
   and	
   job	
   losses,	
   this	
   is	
   the	
  picture	
   the	
  global	
   financial	
  and	
  economic	
  

crisis	
   left	
   behind.	
   The	
   shipping	
   industry	
   benefited	
   a	
   great	
   deal	
   from	
  

globalization;	
  however	
  the	
  economic	
  crisis	
  hit	
  the	
  maritime	
  industry	
  severely.	
  	
  

	
  

As	
  observed	
  earlier	
  in	
  this	
  paper,	
  all	
  above-­‐mentioned	
  carriers	
  have	
  managed	
  to	
  

overcome	
  the	
  crisis	
  with	
  positive	
  revenues.	
  This	
  can	
  be	
  seen	
  in	
  Table	
  13,	
  in	
  the	
  

Appendix.	
  A	
  last	
  example	
  vis-­‐à-­‐vis	
  the	
  recovery	
  from	
  the	
  financial	
  crisis	
  of	
  2008	
  

constitutes	
   the	
   services	
   of	
   the	
   major	
   carriers	
   on	
   the	
   trade	
   route	
   between	
  

Northern	
  Europe	
  and	
  North	
  America	
  (Containerisation	
  International,	
  2011).	
  	
  

The	
   table	
  below	
  depicts	
   exactly	
   the	
  main	
   figures	
  of	
   the	
  major	
   carriers	
   and	
   the	
  

mentioned	
  alliances,	
  concerning	
  this	
  particular	
  trade	
  lane.	
  

	
  
Table	
  XIII:	
  Services:	
  Northern	
  Europe	
  –	
  Northern	
  America,	
  2010	
  

Carriers	
   Maximum	
  capacity/year	
  (TEU)	
  

CKYH	
  	
   140,829	
  TEU	
  	
  

Grand	
  Alliance	
   168,324	
  TEU	
  –	
  238,056	
  TEU*	
  

Maersk	
  	
   150,748	
  TEU	
  –	
  206,128	
  TEU*	
  

New	
  World	
  Alliance	
   241,832	
  TEU	
  

MSC	
   254,998	
  TEU	
  –	
  350,079	
  TEU*	
  
Source:	
  Containerisation	
  International,	
  2011	
  
*	
  Depending	
  on	
  the	
  number	
  of	
  port	
  calls	
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Here,	
   just	
   the	
  carriers	
  mentioned	
   in	
   the	
  paper	
  are	
  being	
  depicted,	
  however	
  the	
  

picture	
  is	
  clear.	
  On	
  every	
  trade	
  route,	
  they	
  seem	
  to	
  dominate.	
  	
  

During	
  the	
  crisis,	
  from	
  May	
  2008	
  to	
  November	
  2008,	
  ocean	
  freight	
  rates	
  declined	
  

drastically,	
   e.g.	
   on	
   the	
   trade	
   route	
  US	
   to	
   Japan	
   from	
  125,00	
  UDS/tone	
   to	
  28,00	
  

USD/tone19.	
  	
  

What	
   where	
   the	
   strategies	
   liner	
   operators	
   employed	
   to	
   overcome	
   such	
  

difficulties?	
   Can	
   integration	
   strategies	
   help	
   liner	
   companies	
   recover	
   from	
   the	
  

financial	
  crisis,	
  without	
  hindering	
  competition?	
  

Vertical	
   integration	
   ensured	
   Maersk	
   a	
   dominant	
   position	
   as	
   depicted	
   in	
   the	
  

Appendix,	
   Table	
   13	
   and	
   the	
   graph	
   below.	
   The	
   difference	
   between	
   those	
   two	
  

graphs	
   is	
  not	
  to	
  doubt	
  Maersk’s	
   leading	
  position,	
  but	
  the	
  difference	
   in	
  years.	
   In	
  

2007	
  Maersk	
  ranked	
  number	
  one	
  among	
  the	
  world	
  carriers,	
  this	
  has	
  not	
  changed	
  

as	
  of	
  201120.	
  	
  

	
  
Graph	
  XII:	
  Top	
  30	
  carriers,	
  2007	
  

	
  
Source:	
  Alphaliner,	
  2007	
  
	
  

	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
19	
  Food	
  Outlook,	
  Market	
  Analysis:	
  http://www.fao.org/docrep/011/ai482e/ai482e11.htm	
  
20	
  Alphaliner.com,	
  2011	
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Vertical	
   integration	
   maintained	
   Maersk	
   leading	
   position;	
   of	
   course	
   this	
   was	
  

partly	
   possible	
   because	
   of	
   Maersk’s	
   economies	
   of	
   scale,	
   regarding	
   container	
  

transport	
  as	
  well	
  as	
  vessel	
  size	
  (e.g.	
  Emma	
  Maersk).	
  From	
  2007	
  until	
  today,	
  MSC	
  

and	
   Evergreen	
   policies	
   seem	
   to	
   have	
   worked	
   in	
   the	
   sense	
   that,	
   they	
   have	
  

maintained	
  their	
  position	
  as	
  top	
  global	
  carriers.	
  

	
  

One	
   query	
   remaining	
   is	
   what	
   happened	
   to	
   alliances	
   and	
   how	
   did	
   the	
   alliance	
  

members	
   recover	
   from	
   the	
   crisis?	
   No	
   records	
   show	
   that	
  members	
   of	
   alliances	
  

have	
   gone	
   bankrupt.	
   An	
   alliance	
   gives	
   the	
   main	
   advantage	
   of	
   reducing	
   costs,	
  

since	
  price	
  setting	
  is	
  out	
  of	
  the	
  question.	
  How	
  can	
  these	
  costs	
  be	
  reduced?	
  First	
  

of	
   all	
   through	
   sharing	
   assets,	
   such	
   as	
   vessels	
   and	
   correspondingly,	
   space	
   on	
  

vessels,	
   to	
  reduce	
   the	
  number	
  of	
  empty	
  containers	
  on	
  board	
  (Hummels,	
  2009).	
  

Secondly,	
   slot	
   exchange	
   agreements,	
   making	
   it	
   only	
   favorable	
   for	
   a	
   carrier	
   to	
  

team	
  up	
  with	
  a	
  competitor	
  to	
  use	
  ship	
  capacity	
  at	
  a	
  maximum,	
  since,	
  a	
  ship	
  that	
  

produces	
   financial	
   income,	
   is	
   a	
   ship	
   at	
   sea	
   and	
  not	
   “parked”	
   in	
   the	
  port.	
   Filled	
  

ships	
  are,	
  thus,	
  one	
  of	
  the	
  main	
  goals,	
  which	
  is	
  not	
  always	
  easy	
  to	
  attain.	
  	
  

Another	
   encouraged	
   factor	
  within	
   an	
   alliance	
   is	
   the	
   scheduling	
   and	
   arrivals	
   at	
  

selected	
  ports.	
  Worthwhile	
  mentioning	
   in	
   this	
   context	
   is	
   the	
   speed	
  with	
  which	
  

carriers	
  have	
  to	
  reach	
  their	
  destinations;	
  hence	
  slow	
  steaming	
  is	
  a	
  key	
  element	
  in	
  

this	
  discussion.	
  Driving	
  at	
  the	
  optimum	
  speed,	
  not	
  too	
  fast	
  and	
  not	
  to	
  slow,	
  helps	
  

reduce	
   fuel	
   costs,	
   which	
   for	
   liner	
   shippers	
   are	
   high	
   (Containerisation	
  

International,	
   2011).	
   	
   Driving	
   at	
   slow-­‐steam,	
   reduces	
   fuel	
   bills,	
   and	
   sometimes	
  

offers	
  the	
  case	
  to	
  introduce	
  and	
  additional	
  vessel	
  into	
  the	
  transportation	
  market	
  

(Containerisation	
  International,	
  2011).	
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Graph	
  XIII:	
  Fuel	
  consumption	
  in	
  relation	
  to	
  ship	
  speed	
  

 
Source:	
  Hamburg	
  Port,	
  2010	
  
	
  
	
  

Taking	
   a	
   look	
   at	
   the	
   graph	
   above,	
   it	
   is	
   clear	
   that	
   at	
   a	
   relatively	
   low	
   speed	
   (in	
  

knots),	
   fuel	
   consumption	
  will	
   be	
   low	
   as	
   well,	
   however	
   as	
   a	
   shipper	
   you	
   don’t	
  

want	
   to	
   drive	
   too	
   slow,	
   because	
   of	
   meeting	
   consumers’	
   demands	
   on	
   time.	
  

Consequently,	
  a	
  carrier	
  needs	
  to	
  find	
  a	
  trade-­‐off	
  between,	
  reaching	
  destinations	
  

on	
   time,	
   thus	
   meeting	
   consumers’	
   demands,	
   while	
   saving	
   costs	
   on	
   fuel	
  

consumption.	
  	
  

What	
  will	
  happen	
  in	
  the	
  future	
  with	
  liner	
  companies?	
  Freight	
  rates	
  have	
  declined	
  

drastically,	
  and	
  there	
  is	
  no	
  sign	
  of	
  them	
  picking	
  up	
  at	
  pre-­‐crisis	
  level.	
  In	
  response	
  

to	
  low	
  freight	
  rates,	
  carriers	
  stated	
  deploying	
  more	
  TEU	
  capacity	
  at	
  a	
  lower	
  cost	
  

and	
  larger	
  vessels	
  (van	
  der	
  Voorde,	
  2009).	
  This	
  however	
  will	
  further	
  lead	
  to	
  an	
  

overcapacity,	
  which	
  in	
  turn	
  will	
  exert	
  pressure	
  on	
  terminal	
  operators.	
  Strategic	
  

alliances	
   are	
   a	
   mode	
   to	
   control	
   for	
   overcapacity	
   and	
   keep	
   the	
   container	
   flow	
  

intact.	
   This	
   can	
   also	
  be	
  observed	
   in	
   the	
   graph	
  below,	
  which	
  depicts	
   the	
   excess	
  

capacity	
  on	
  the	
  trade	
  route	
  Asia-­‐Europe.	
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Graph	
  XIV:	
  a.	
  Asia-­‐Europe	
  Volume	
  TEUs/	
  b.	
  Excess	
  Capacity	
  Asia-­‐Europe	
  in	
  TEUs	
  
	
  

	
  
Source:	
  UNCTAD	
  

Aside	
  trade	
  imbalances	
  and	
  increasing	
  vessel	
  size,	
  alliances	
  regulate	
  and	
  control	
  

TEU	
   flows	
   on	
   certain	
   trading	
   routes,	
   keeping	
   an	
   eye	
   on	
   overcapacity,	
   since	
  

overcapacity	
  can	
  be	
  the	
  cause	
  of	
  cancelling	
  orders,	
  stopping	
  the	
  ordering	
  of	
  new	
  

ships	
  and	
  reduce	
  container	
  shipment	
  generally	
  (van	
  de	
  Voorde,	
  2009).	
  

	
  

Nevertheless,	
  what	
  where	
  the	
  factors	
  that	
  saved	
  the	
  major	
  carriers	
  from	
  the	
  

crisis?	
  A	
  series	
  of	
  factors	
  are	
  depicted	
  in	
  the	
  tables	
  below.	
  	
  

	
  

Table	
  XV:	
  Framework	
  of	
  Carriers	
  and	
  Horizontal	
  Integration	
  

Horizontal	
  

Integration	
  

A.P.Moller-­‐

Maersk	
  

MSC	
   Evergreen	
   CKYH	
   TNWA	
   GA	
  

Advantages	
   	
   	
   	
   	
   	
   	
  
Shared	
  financial	
  
risks/Shared	
  profits	
  

	
   	
   	
   x	
   x	
   x	
  

Top	
  managerial	
  
collaboration	
  

	
   	
   	
   x	
   x	
   x	
  

Full	
  market	
  coverage	
   x	
   	
   	
   x	
   x	
   x	
  
Competitive	
  
advantage/	
  product	
  &	
  
service	
  differentiation	
  

	
  
	
  
x	
  

	
  
	
  
N/A	
  

	
  
	
  
N/A	
  

	
  
	
  
x	
  

	
  
	
  
x	
  

	
  
	
  
x	
  

Economies	
  of	
  scale	
  	
   x	
   x	
   x	
   x	
   x	
   x	
  
Optimal	
  sailings/	
  
Reliable	
  Schedule	
  

	
  
x	
  

	
  
x	
  

	
  
N/A	
  

	
  
x	
  

	
  
x	
  

	
  
x	
  

Reduced	
  congestion	
  
in	
  port	
  (bigger	
  vessels	
  
+	
  shared)	
  

	
  
	
  
N/A	
  

	
  
	
  
N/A	
  

	
  
	
  
N/A	
  

	
  
	
  
N/A	
  

	
  
	
  
N/A	
  

	
  
	
  
N/A	
  

Reduced	
  pressure	
  on	
  
terminals	
  

	
  
N/A	
  

	
  
N/A	
  

	
  
N/A	
  

	
  
N/A	
  

	
  
N/A	
  

	
  
N/A	
  

Reduced	
  risk	
  of	
  empty	
  
containers	
  

	
   	
   	
   	
  
x	
  

	
  
x	
  

	
  
x	
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Disadvantages	
   	
   	
   	
   	
   	
   	
  
Conflict	
  at	
  
management	
  level	
  
à	
  Poor	
  managerial	
  
performance	
  
à	
  Lack	
  of	
  incentives	
  

	
  
	
  
	
  
	
  
x*	
  

	
   	
   	
  
	
  
	
  
	
  
N/A	
  

	
  
	
  
	
  
	
  
N/A	
  

	
  
	
  
	
  
	
  
N/A	
  

Loss	
  of	
  corporate	
  
independence	
  (are	
  at	
  
least	
  susceptible	
  to	
  it)	
  

	
   	
   	
   	
  
	
  
x	
  

	
  
	
  
x	
  

	
  
	
  
x	
  

Free-­‐rider	
  behavior	
  
(unlikely)	
  

	
   	
   	
   	
   	
   	
  

Lack	
  of	
  Flexibility	
   	
   	
   	
   x	
   x	
   x	
  
Corporate	
  goal	
  >	
  
Individual	
  goal	
  

	
   	
   	
   	
  
x	
  

	
  
x	
  

	
  
x	
  

Source:	
  Containerisation	
  International,	
  2011	
  
*Mergers/Aquisitions	
  
	
  

Firstly,	
  the	
  paper	
  will	
  consider	
  the	
  factors	
  of	
  horizontal	
  integration.	
  As	
  observed	
  

in	
  earlier	
  sections,	
  market	
  shares	
  of	
  strategic	
  alliances	
  are	
  high	
  (e.g.	
  CKYH	
  20%);	
  

this	
  leads	
  to	
  the	
  deduction	
  that	
  the	
  market	
  covered	
  is	
  substantially	
  large.	
  Almost	
  

all	
  trade	
  lanes,	
  when	
  not	
  even	
  all,	
  are	
  covered	
  by	
  the	
  major	
  alliances,	
  in	
  leading	
  

position	
  (Containerisation	
  International,	
  2011).	
  	
  

For	
  covering	
  extended	
  markets	
  leads,	
  one	
  must	
  allow	
  for	
  a	
  reliable	
  schedule	
  and	
  

on-­‐time	
  services.	
  As	
   regarded	
   in	
  Graph	
  V	
   all	
  depicted	
  alliance	
  members	
  have	
  a	
  

reliability	
   of	
   above	
  40%	
   for	
   service	
   scheduling.	
  Being	
   in	
   an	
   alliance,	
   flourishes	
  

this	
  effect,	
  especially	
  because	
  one	
  is	
  cooperating	
  rather	
  than	
  competing	
  against	
  

each	
  other.	
  It	
  is	
  easier	
  to	
  schedule	
  shipments	
  and	
  deliveries	
  when	
  one	
  knows	
  the	
  

plans	
   of	
   the	
   other	
   alliance	
   members,	
   rather	
   than	
   guessing	
   the	
   plans	
   of	
  

competitors.	
  	
  

Also,	
  keeping	
  in	
  mind	
  that,	
  the	
  main	
  goal	
  of	
  alliances	
  is	
  to	
  share	
  costs	
  and	
  assets,	
  

especially	
   in	
   the	
   container	
   business	
   this	
   is	
   of	
   importance.	
   Imagine	
   a	
   liner	
  

operator	
  with	
   laid	
  off	
  ships	
   in	
   the	
  port.	
  A	
  ship	
  not	
  on	
  waters	
  produces	
  nothing	
  

but	
  costs.	
  Demand	
  for	
  transportation	
  as	
  depicted	
  in	
  the	
  first	
  section	
  decrease	
  on	
  

grounds	
   of	
   decreased	
   consumers’	
   desires	
   for	
   certain	
   goods.	
   Thus,	
   ships	
   have	
  

been	
   lay-­‐off	
   or	
   sold	
   (Containerisation	
   International,	
   2011).	
   In	
   an	
   alliance,	
   one	
  

can	
   divide	
   these	
   costs	
   and	
   share	
   the	
   space	
   on	
   vessels	
   efficiently	
   as	
   to	
   reduce	
  

costs	
  and	
  increase	
  efficiency.	
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During	
   the	
   financial	
   crisis,	
   overcapacity	
   was	
   a	
   problem	
   (Containerisation	
  

International,	
   2010),	
   thus,	
  while	
   coupling	
   orders	
   and	
   ensuring	
   a	
   proper	
  use	
   of	
  

the	
  alliance	
  fleet,	
  saves	
  carriers	
  from	
  giving	
  ships	
  to	
  scarp,	
  a	
  industry	
  which	
  still	
  

flourished	
  during	
  the	
  recent	
  economic	
  crisis	
  (LloydsList,	
  2010).	
  	
  

	
  

Secondly,	
   the	
   factors	
   constituting	
   benefits	
   of	
   vertical	
   integration	
   have	
  

contributed	
  to	
  Maersk’s	
  dominating	
  position	
  (Sys,	
  2009).	
  	
  

	
  

Table	
  XVI:	
  Framework	
  of	
  Carriers	
  and	
  Vertical	
  Integration	
  

Advantages	
   A.P.Moller-­‐
Maersk	
  

MSC	
   Evergreen	
  

Cost	
  reduction	
  (operating	
  
costs)	
  

	
  
x	
  

	
  
	
  

	
  
	
  

Larger	
  market	
  coverage	
  
(e.g.	
  Hinterland)	
  

x	
   	
   	
  

Increased	
  consumer	
  
network	
  

	
  
x	
  

	
  
N/A	
  

	
  
x	
  

Economies	
  of	
  Scale	
   x	
   x	
   x	
  
Economies	
  of	
  Scope	
   x	
   	
   	
  
Exchange	
  of	
  knowledge	
  
(e.g.	
  tacit	
  knowledge)	
  	
  

	
  
x	
  

	
   	
  

Value	
  Added	
   x	
   	
   	
  
	
   	
   	
   	
  
Disadvantages	
   	
   	
   	
  
Conflict	
  in	
  business	
  
orientation	
  (are	
  at	
  least	
  
susceptible	
  to	
  it)	
  

	
  
	
  
x	
  

	
   	
  

Conflict	
  in	
  business	
  
structure	
  (are	
  at	
  least	
  
susceptible	
  to	
  it)	
  

	
  
	
  
x	
  

	
   	
  
	
  
x	
  

Competition	
  distortion	
   	
   	
   	
  
Loss	
  of	
  corporate	
  identity	
   	
   	
   	
  
Lack	
  of	
  flexibility	
   	
   	
   	
  
Administrative	
  expenses	
   x	
   	
   	
  
Source:	
  Containerisation	
  International,	
  2011	
  
	
  

The	
   main	
   bonus	
   of	
   vertical	
   integration	
   in	
   the	
   liner	
   industry	
   centers	
   on	
   the	
  

hinterland	
  coverage.	
  Even	
  though	
  as	
  a	
  carrier	
  one	
  focus	
  on	
  waterside	
  activities,	
  

logistical	
   activities	
   and	
   hinterland	
   coverage	
   may	
   help	
   reduce	
   costs	
   that	
   were	
  

induced	
  because	
  of	
   the	
  derived	
  demand	
  problematic	
  during	
  the	
   financial	
  crisis,	
  

when	
  demand	
  for	
  transportation	
  decreased.	
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Having	
   a	
   hinterland	
   occupation	
   brings	
   in	
   certain	
   profits	
   that	
   can	
   be	
   used	
   in	
  

equalizing	
  and	
  recovering	
  costs	
  induced	
  by	
  e.g.	
  vessels.	
  

	
  
As	
   noted	
   earlier	
   vertical	
   integration	
   is	
   a	
   perfect	
   way	
   to	
   reach	
   even	
   higher	
  

economies	
   of	
   scope,	
   i.e.	
   lower	
   the	
   average	
   costs	
   by	
   offering	
   multiple	
  

complementary	
   services.	
   Therefore	
   the	
   companies	
   are	
   able	
   to	
   cope	
   with	
   the	
  

lower	
  freight	
  rates,	
  and	
  the	
  problems	
  of	
  excess	
  capacity.	
  If	
  shippers	
  are	
  not	
  able	
  

to	
  use	
  the	
  ships,	
  entry	
  in	
  different	
  markets	
  along	
  the	
  supply	
  chain	
  can	
  prove	
  to	
  

be	
  a	
  remedy,	
  as	
  the	
  company	
  is	
  able	
  compensate	
  the	
  problems	
  in	
  one	
  area	
  with	
  

other	
  services	
  and	
  activities.	
  	
  

Horizontal	
   integration	
  on	
  the	
  other	
  hand,	
  can	
  help	
  companies	
  reach	
  economies	
  

of	
   scale	
   and	
   thus	
   improve	
   the	
   capabilities	
   of	
   the	
   current	
   business	
   units	
   of	
   the	
  

companies.	
  This	
  method	
   is	
  quite	
  essential	
   for	
   some	
  companies,	
   especially	
  ones	
  

that	
  have	
  either	
  been	
  hit	
  hard	
  by	
  the	
  crisis,	
  or	
  are	
  not	
  able	
  to	
  cope	
  individually	
  

with	
  vertical	
  consolidation.	
  	
  

Either	
  way,	
   integration	
  can	
  be	
  one	
  of	
   the	
  most	
  valuable	
  ways	
   for	
  companies	
   to	
  

counter	
   the	
   problems	
   of	
   the	
   crisis.	
   It	
   might	
   not	
   create	
   during	
   the	
   crisis	
   high	
  

benefits,	
  due	
  to	
  other	
  externalities,	
  however	
  it	
  can	
  definitely	
  keep	
  the	
  companies	
  

in	
  business.	
  	
  

Most	
   companies,	
   either	
   vertically	
   integrated	
  or	
   horizontally,	
   have	
  not	
   incurred	
  

net	
  losses	
  during	
  the	
  most	
  important	
  year	
  of	
  the	
  crisis	
  (2009),	
  but	
  they	
  have	
  lost	
  

immensely	
  opposed	
  to	
  the	
  years	
  before.	
  A	
  strong	
  example	
  supporting	
  this	
  idea	
  is	
  

Evergreen,	
   who	
   incurred	
   a	
   loss	
   in	
   2009,	
   but	
   managed	
   through	
   horizontal	
  

targeted	
  integration	
  policies	
  to	
  achieve	
  an	
  important	
  rise	
  in	
  the	
  profits.	
  

It	
   is	
   therefore	
   that	
   both	
   integration	
   strategies	
   are	
   of	
   utter	
   importance	
   in	
   a	
  

business,	
   which	
   is	
   prone	
   to	
   problems	
   in	
   crisis,	
   due	
   to	
   its	
   nature	
   of	
   demand.	
  

During	
   the	
   crisis,	
   the	
   dropping	
   demand	
   and	
   freight	
   rates	
   have	
   affected	
  

companies	
   very	
   hard,	
   however	
   due	
   to	
   the	
   exemptions	
   in	
   international	
   laws	
  

regarding	
  this	
  business,	
  integration	
  strategies	
  have	
  proven	
  to	
  be	
  able	
  to	
  get	
  the	
  

companies	
  out	
  of	
  the	
  main	
  problems,	
  by	
  tackling	
  costs	
  and	
  not	
  prices.	
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Alliance	
  members	
  do	
  not	
  only	
  reduce	
  their	
  costs	
  and	
  share	
  their	
  risks,	
  but	
  they	
  

also	
  regulate	
  together	
  the	
  proper	
  capacity	
  of	
  TEU	
  transported	
  and	
  transshipped,	
  

since	
  overcapacity	
  is	
  an	
  undesired	
  result.	
  	
  

In	
  time	
  of	
  financial	
  troubles	
  these	
  regulatory	
  collaboration	
  is	
  of	
  great	
  importance	
  

to	
  the	
  survival	
  of	
  the	
  industry	
  and	
  its	
  members.	
  	
  

Integration	
   and	
   consolidation,	
   no	
  matter	
   if	
   vertical	
   or	
   horizontal,	
   have	
   proven	
  

beneficial	
  along	
  the	
  years,	
  and	
  especially	
  in	
  times	
  of	
  need.	
  

	
  
7.	
  Conclusion	
  
	
  
This	
  paper	
  has	
  progressively	
  assessed	
  the	
  importance	
  of	
  vertical	
  and	
  horizontal	
  

integration	
  in	
  the	
  liner	
  shipping	
  industry,	
  during	
  the	
  recent	
  financial	
  crisis.	
  	
  

It	
   commenced	
   with	
   an	
   insight	
   into	
   the	
   repercussions	
   of	
   the	
   global	
   economic	
  

crisis	
   and	
   the	
   effects	
   on	
   carriers,	
   with	
   a	
   dedicated	
   section	
   to	
   bulk	
   operators,	
  

however	
  not	
  detailed,	
  since	
  the	
  liner	
  sector	
  was	
  the	
  focus	
  of	
  this	
  thesis.	
  	
  

After	
   pointing	
   out	
   the	
   difficulties	
   encountered	
   by	
   liner	
   operators	
   during	
   the	
  

crisis,	
  possible	
  methods	
  to	
  combat	
  these	
  difficulties	
  were	
  described.	
  	
  

A	
   theoretical	
   framework	
   was	
   set	
   regarding	
   both	
   vertical	
   and	
   horizontal	
  

integration,	
   as	
  well	
   as	
   their	
   advantages	
  and	
  disadvantages.	
  Concerning	
  vertical	
  

integration,	
   three	
   cases	
   were	
   depicted,	
   Maersk,	
   MSC	
   and	
   Evergreen.	
   Their	
  

performance	
  has	
  been	
  analyzed	
  and	
  compared.	
  

In	
  the	
  sub-­‐section	
  of	
  horizontal	
  integration,	
  strategic	
  alliances	
  were	
  defined	
  and	
  

their	
   benefits	
   and	
  drawbacks	
  pointed	
  out.	
  Also,	
   the	
  different	
   types	
   of	
   alliances	
  

and	
  the	
  differences	
  to	
  mergers	
  and	
  acquisitions	
  were	
  depicted	
  in	
  the	
  paper.	
  The	
  

following	
   strategic	
   alliances	
   were	
   labeled:	
   the	
   New	
  World	
   Alliance,	
   the	
   Grand	
  

Alliance,	
  TRICON	
  and	
  the	
  Sino-­‐Japanese	
  Alliance.	
  Of	
  course	
  there	
  are	
  alliances	
  as	
  

well,	
  such	
  as	
  the	
  United	
  Alliance,	
  however	
  a	
  selection	
  had	
  to	
  be	
  made.	
  	
  

The	
   following	
   section	
   regarded	
   a	
   short	
   historic	
   of	
   liner	
   conferences	
   and	
   the	
  

difference	
   between	
   them	
   and	
   strategic	
   alliances;	
   this	
   difference	
   concerns	
   the	
  

price-­‐setting	
  mechanism	
  of	
  conferences	
  and	
  the	
  cost	
  control	
  of	
  alliances.	
  	
  

Coupled	
   to	
   this	
   section,	
   is	
   the	
   competition	
   issue	
   in	
   the	
   liner	
   shipping	
   industry;	
  

EU	
  laws	
  are	
  being	
  discussed	
  and	
  applied	
  to	
  case.	
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Before	
   the	
   conclusion	
   a	
   chapter	
   was	
   dedicated	
   to	
   answering	
   the	
   research	
  

question,	
   namely	
   if	
   integration	
   strategies	
   help	
   liner	
   operator	
   recover	
   from	
   the	
  

recent	
  global	
  economic	
  crisis.	
  	
  

To	
   conclude,	
   with	
   respect	
   to	
   the	
   main	
   research	
   question	
   of	
   the	
   thesis,	
   the	
  

different	
   integration	
  strategies	
  are	
   the	
  most	
   important	
  ways	
   in	
   this	
   industry	
   to	
  

cope	
  with	
  problems.	
  	
  

The	
   economic	
   crisis	
   has	
   affected	
   not	
   only	
   the	
   demand	
   for	
   normal	
   consumer	
  

goods,	
   but	
   also	
   for	
   transportation,	
   whose	
   demand	
   is	
   practically	
   linked	
   to	
   the	
  

demand	
  for	
  normal	
  goods.	
  	
  

This	
  has	
   led	
   to	
  several	
  problems,	
  which	
  needed	
   tackling	
  so	
  as	
   to	
  remain	
   in	
   the	
  

business.	
  The	
  different	
  integration	
  strategies	
  are	
  a	
  way	
  to	
  tackle	
  those	
  problems.	
  

The	
  main	
   idea	
   is	
   that	
   integration	
   strategies	
   help,	
   through	
   cooperation	
   and/or	
  

acquisitions	
   companies	
   to	
   lower	
   the	
   costs,	
   in	
   order	
   to	
   remain	
   in	
   the	
   business.	
  

Companies	
   lowering	
   costs	
   in	
   times	
   of	
   a	
   crisis,	
   when	
   the	
   main	
   revenues	
   are	
  

getting	
   lower	
   and	
   lower	
   is	
   the	
   most	
   reasonable	
   thing	
   to	
   do.	
   Not	
   only	
   does	
   it	
  

maintain	
  companies	
  in	
  the	
  business	
  during	
  times	
  of	
  financial	
  crisis,	
  but	
  it	
  is	
  also	
  

an	
  important	
  step	
  towards	
  achieving	
  higher	
  profits	
  in	
  the	
  future,	
  thus	
  making	
  the	
  

company	
  more	
   profitable	
   than	
   before	
   crisis	
   levels.	
   Throughout	
   this	
   paper,	
   the	
  

two	
   integration	
  strategies	
  discussed,	
  horizontal	
  and	
  vertical	
  have	
  proven	
  to	
  be,	
  

through	
  the	
  numerous	
  advantages,	
  important	
  ways	
  for	
  the	
  companies	
  to	
  react	
  to	
  

the	
  financial	
  crisis	
  of	
  2008-­‐2009.	
  	
  

Horizontal	
  integration	
  strategies	
  are	
  most	
  definitely	
  helpful	
  in	
  lowering	
  average	
  

costs.	
  As	
  noted,	
  during	
  the	
  crisis,	
  the	
  demand	
  for	
  transportation	
  went	
  down,	
  and	
  

thus	
   some	
   of	
   the	
   companies’	
   ships	
   were	
   not	
   at	
   sea	
   anymore.	
   The	
   result	
   is	
  

increasing	
   costs	
   per	
   ship.	
   One	
   of	
   the	
   few	
   ways	
   to	
   tackle	
   this	
   is	
   by	
   obtaining	
  

higher	
  economies	
  of	
  scale,	
  and	
  horizontal	
  integration	
  is	
  the	
  most	
  important	
  way	
  

to	
   do	
   so.	
   By	
   lowering	
   costs,	
   companies	
   can	
   maintain	
   themselves	
   in	
   business	
  

throughout	
   the	
   crisis	
   and	
   even	
   gain	
   after	
   the	
   recovery,	
   when	
   revenues	
   start	
  

taking	
  shape	
  again.	
  	
  

Vertical	
   integration	
   strategies	
   on	
   the	
   other	
   hand,	
   besides	
   other	
   advantages,	
  

result	
  rather	
  in	
  economies	
  of	
  scope.	
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This	
  is	
  highly	
  beneficial	
  for	
  companies	
  such	
  as	
  Maersk,	
  who	
  are	
  able	
  to	
  focus	
  on	
  

other	
  business	
  units,	
  e.g.	
  logistical	
  services,	
  in	
  times	
  of	
  crisis,	
  therefore	
  lowering	
  

costs,	
  throughout	
  the	
  different	
  business	
  units.	
  	
  

Even	
   though	
   the	
   strategies	
   are	
   proving	
   quite	
   important,	
   they	
   do	
   not	
   come	
  

without	
  their	
  disadvantages.	
  The	
  main	
  disadvantage	
  is	
  that	
  integration	
  strategies	
  

can	
   seriously	
   harm	
   competition.	
   If	
   market	
   shares	
   are	
   too	
   high	
   or,	
   if	
   the	
  

companies	
   are	
   prone	
   to	
   actions	
   that	
   are	
   not	
   in	
   accordance	
   with	
   international	
  

laws,	
  the	
  result	
  can	
  become	
  quite	
  unwanted.	
  	
  

Due	
  to	
  competition	
  laws,	
  many	
  mergers	
  or	
  alliances	
  can	
  be	
  disrupted,	
  however	
  

as	
   noted,	
   this	
   is	
   not	
   a	
   problem	
   for	
   the	
   companies	
   in	
   the	
   liner	
   shipping	
   sector.	
  

There	
  are	
  many	
  exceptions	
  in	
  the	
  liner	
  shipping	
  sector,	
  and	
  only	
  in	
  very	
  specific	
  

situations,	
   alliances	
   can	
   be	
   disrupted.	
   It	
   is	
   thus	
   that	
   alliances	
   and	
   vertical	
  

integration	
  strategies	
  are	
  allowed,	
  and	
  companies	
  can	
  benefit	
  from	
  this	
  in	
  order	
  

to	
  reduce	
  their	
  costs.	
  

Albeit	
   these	
   strategies	
   have	
   also	
   their	
   disadvantages,	
   they	
   are	
   the	
   two	
   main	
  

strategies	
  that	
  can	
  be	
  beneficial	
  for	
  companies	
  to	
  adopt	
  in	
  times	
  of	
  crisis.	
  Due	
  to	
  

the	
  multiple	
  advantages,	
  integration	
  strategies	
  are	
  quite	
  helpful	
  for	
  companies	
  to	
  

cope	
  with	
  problems	
  in	
  times	
  of	
  crisis,	
  recover	
  rather	
  quickly	
  after	
  it,	
  and	
  benefit	
  

also	
  later,	
  through	
  lower	
  costs.	
  	
  

Concluding	
   this	
   thesis,	
   it	
   is	
   of	
   vital	
   importance	
   for	
   companies	
   in	
   the	
   liner	
  

shipping	
  sector	
  to	
  consider	
  and	
  act	
  upon	
  integration	
  strategies,	
  as	
  to	
  tackle	
  their	
  

problems	
  caused	
  by	
  the	
  financial	
  crisis.	
  In	
  problematic	
  times,	
  strategies	
  aimed	
  at	
  

cooperation	
  and	
  reducing	
  costs	
  are	
  vital	
  for	
  a	
  sustainable	
  company	
  growth.	
  

	
  
7.1.	
  Limitations:	
  

The	
   paper	
   has	
   presented	
   the	
   different	
   aspects	
   of	
   integration	
   strategies	
   in	
   the	
  

liner	
   industry.	
  The	
  conclusion	
  was	
  that	
  such	
  strategies	
  are	
  highly	
  beneficial	
   for	
  

companies,	
   through	
   numerous	
   advantages.	
   Albeit,	
   the	
   paper	
   has	
   proven	
   that	
  

strategies	
  are	
  the	
  most	
  important	
  way	
  to	
  act	
  upon	
  the	
  financial	
  crisis,	
  the	
  paper	
  

has	
  also	
  few	
  limitations	
  in	
  this	
  respect.	
  

A	
   first	
   limitation	
   is	
   that	
   the	
   paper	
   focuses	
   only	
   on	
   integration	
   strategies;	
  

however	
  there	
  are	
  different	
  strategies	
  that	
  the	
  companies	
  can	
  adopt,	
  e.g.	
  super-­‐

slow	
  steaming	
  (Containerization	
  International,	
  2011).	
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Integration	
  strategies	
  might	
  be	
  of	
  a	
  high	
  benefit	
  only	
  for	
  some	
  companies,	
  while	
  

others	
  might	
   not	
   be	
   that	
  well	
   affected.	
   Smaller	
   companies,	
   for	
   instance,	
  might	
  

find	
  more	
  benefits	
  in	
  other	
  strategies,	
  not	
  involving	
  integration.	
  	
  

A	
   second	
   limitation	
   to	
   this	
   paper	
   is	
   the	
   fact	
   that	
   there	
   is	
   limited	
   data	
   on	
   the	
  

alliances	
  as	
  a	
  whole.	
  Most	
  of	
  the	
  data	
  found	
  is	
  solely	
  on	
  the	
  separate	
  companies,	
  

with	
   few	
   hints	
   on	
   the	
   alliances	
   as	
   a	
   whole.	
   Moreover	
   some	
   companies	
   are	
  

reluctant	
  to	
  disclosing	
  their	
  financial	
  statements	
  to	
  the	
  public.	
  	
  

Thirdly,	
   and	
   lastly,	
   a	
   more	
   detailed	
   analysis	
   on	
   the	
   specific	
   companies	
   might	
  

render	
  more	
   insight	
   into	
   the	
   different	
   strategies	
   adopted	
   by	
   companies	
   in	
   the	
  

liner	
  shipping	
  industry.	
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8.	
  Appendix	
  
	
  
Table	
  1:	
  World	
  seaborne	
  trade	
  (tons),	
  1970-­‐2009	
  
	
  
	
  

	
  
Source:	
  UNCTAD,	
  2010	
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Table	
  3:	
  Number	
  of	
  port	
  of	
  call:	
  1989,	
  1994,	
  1999	
  
	
  

	
  
Source:	
  Slack	
  et	
  al,	
  2002	
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Table	
  4a,b:	
  Financial	
  reports	
  2005-­‐2010	
  –	
  Maersk-­‐Sealand	
  
a.)	
  
	
  

	
  
Source:	
  Maersk.com:	
  Financial	
  Results	
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b.)	
  
	
  

	
  
Source:	
  Maersk.com:	
  Financial	
  Results	
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Table	
  5a-­‐f:	
  Financial	
  Reports	
  Evergreen	
  
a.)	
  
	
  

	
  
Source:	
  Evergreen.com	
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b.)	
  
	
  

	
  
Source:	
  Evergreen.com	
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c.)	
  
	
  

	
  
Source:	
  Evergreen.com	
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d.)	
  
	
  

	
  
Source:	
  Evergreen.com	
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e.)	
  
	
  

	
  
Source:	
  Evergreen.com	
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f.)	
  
	
  

	
  
Source:	
  Evergreen.com	
  
	
  
Table	
  6:	
  Ownership	
  Structure	
  
	
  
Full	
  Equity	
  Ownership	
   Partial	
  Equity	
  

Ownership	
  
No	
  Ownership	
  Control	
  

Mergers	
  and	
  Acquisitions	
   Joint	
  Ventures	
   Cooperative	
  Agreements	
  
Internal	
  Venturing	
   Minority	
  Investments	
   R&D	
  Partnerships	
  
	
   	
   Joint	
  Bidding	
  Activities	
  
	
   	
   Cross-­‐Licensing	
  and	
  

Cross-­‐Distribution	
  
Agreements	
  

Source:	
  Harrigan,	
  1985	
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Table	
  7:	
  Types	
  of	
  Operational	
  Alliances	
  
	
  

	
  
Source:	
  Koay,	
  1988	
  
	
  
Table	
  8:	
  Trends	
  of	
  Consolidation	
  
	
  

	
  
Source:	
  Agarwal,	
  2007	
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Graph	
  1:	
  Increase	
  in	
  size	
  of	
  container	
  ships	
  

	
  
Source:	
  Agarwal,	
  2007	
  
	
  
Table	
  9:	
  First	
  and	
  Second	
  generation	
  alliance	
  partners	
  
	
  

	
  
Source:	
  Koay,	
  1988	
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Table	
  11:	
  Number	
  of	
  port	
  call:	
  1989,	
  1994,	
  1999	
  
	
  

	
  
Source:	
  Slack	
  et	
  al,	
  2009	
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Table	
  12:	
  Liner	
  Market	
  Shares	
  
	
  

	
  
Source:	
  Alphaliner.com	
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  Table	
  13:	
  Top	
  100	
  –	
  Liner	
  Companies	
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Source:	
  Alphaliner,	
  2011	
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Graph	
  3:	
  Global	
  Players	
  and	
  Alliances

	
  
	
  
Source:	
  Alphaliner,	
  2007	
  
	
  
Graph	
  4:	
  World	
  Wide	
  Container	
  Traffic	
  
	
  

	
  
Source:	
  Drewry	
  Shipping	
  Consultants,	
  2010	
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Table	
  15:	
  Alliances	
  and	
  Mergers	
  1994-­‐2007,	
  Sys,	
  2007	
  
	
   Source:	
  Sys,	
  2007	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
Source:	
  Hapag-­‐Lloyd,	
  2006	
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8.1.	
  Recent	
  Performance	
  of	
  Ocean	
  Carriers	
  and	
  Alliances,	
  conform	
  Containerisation	
  
International	
  and	
  LloydsList.	
  
	
  
Table	
  I:	
  Quarterly	
  International	
  Deep-­‐Sea	
  Trade	
  Container	
  Industry	
  

	
  

Quarterly	
  International	
  Deap-­‐Sea	
  Trade,	
  Container	
  Indices	
  

Quarter	
   2006	
   2007	
   2008	
   2009	
   2010	
  
1	
   100.0	
   105.5	
   117.7	
   102.2	
   122.6	
  
2	
   100.0	
   106.6	
   116.8	
   104.9	
   125.6	
  
3	
   100.0	
   108.8	
   115.2	
   108.5	
   126.1	
  
4	
   100.0	
   107.3	
   102.8	
   109.3	
   130.1	
  
Source:	
  Containarisation	
  International,	
  2010	
  

	
  
	
  
Table	
  V:	
  Ocean	
  Carrier:	
  Volume	
  Performance	
  During	
  2010	
  

	
  

Carrier	
   2010	
  TEU	
  
(x	
  1,000)	
  

2009	
  TEU	
  
(x	
  1,000)	
  

Maersk	
   14,600	
   13,800	
  
APL	
   5,662	
   4,578	
  
Hapag-­‐Lloyd	
   4,947	
   4,637	
  
OOCL	
   4,768	
   4,159	
  
Source:	
  Containerisation	
  International,	
  2011	
  

	
  
Table	
  VI:	
  Ocean	
  Carrier	
  Financial	
  Report	
  –	
  First	
  Quarter	
  2011	
  

	
  

Carrier	
   Revenue	
  2011-­‐Q1	
  (USD	
  million)	
  

Maersk	
   6,419	
  

APL	
  	
   2,443	
  

Hapag-­‐Lloyd	
   2,091	
  

Hanjin	
   1,637	
  

Evergreen	
   978	
  
Source:	
  Containerisation	
  International,	
  2011	
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Table	
  IX:	
  Alliances	
  operating	
  on	
  route:	
  Far	
  East	
  to	
  Northern	
  Europe,	
  2010	
  

	
  

Alliance	
   Nr.	
   of	
   weekly	
  
services	
  

Total	
  nr.	
  of	
  vessels	
   Market	
  share	
  

CKYH	
   8	
   58	
   20%	
  
Grand	
  Alliance	
   4	
   36	
   13%	
  
NWA	
   4	
   34	
   11%	
  
Source:	
  LloydsList,	
  2010	
  
	
  
Table	
  X:	
  Alliances’	
  performance:	
  Asia	
  –	
  Mediterranean,	
  2010	
  

	
  

Alliance	
   Nr.	
  of	
  vessels	
  deployed	
  on	
  
route	
  

Maximum	
   capacity/year	
  
TEU	
  

CKYH	
   10	
   ~	
   300,000TEU	
   –	
  
400,000TEU	
  

NWA	
   10	
   ~	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  350,000TEU	
  
GA	
   8	
   ~	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  320,000TEU	
  
Source:	
  Containerisation	
  International,	
  2011	
  

	
  
Table	
  XIII:	
  Services:	
  Northern	
  Europe	
  –	
  Northern	
  America,	
  2010	
  

Carriers	
   Maximum	
  capacity/year	
  (TEU)	
  

CKYH	
  	
   140,829	
  TEU	
  	
  

Grand	
  Alliance	
   168,324	
  TEU	
  –	
  238,056	
  TEU*	
  

Maersk	
  	
   150,748	
  TEU	
  –	
  206,128	
  TEU*	
  

New	
  World	
  Alliance	
   241,832	
  TEU	
  

MSC	
   254,998	
  TEU	
  –	
  350,079	
  TEU*	
  
Source:	
  Containerisation	
  International,	
  2011	
  
*	
  Depending	
  on	
  the	
  number	
  of	
  port	
  calls	
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9.	
  Glossary	
  	
  
	
  

Bulk	
  Shipping:	
  	
   *	
   Can	
  be	
  classified	
  in	
  wet	
  and	
  dry	
  bulk.	
  Wet	
  
bulk	
   is	
   e.g.	
   petroleum,	
   while	
   dry	
   bulk	
   are	
   grain,	
  
iron,	
   etc.	
   Bulk	
   is	
   not	
   transported	
   in	
   containers	
  
(Willam,	
  2005).	
  

Containerization:	
  	
   *	
  	
   Transportation	
   based	
   on	
   standard	
  
containers.	
  

Derived	
  Demand:	
  	
   *	
   Demand	
   for	
   a	
   certain	
   goods	
   or	
   service	
   is	
  
determined	
   by	
   the	
   demand	
   for	
   another	
   good	
   or	
  
service	
  (Friedlaender,	
  1980)	
  

Door-­‐to-­‐door:	
  	
   *	
   Transportation	
   of	
   goods	
   from	
   the	
  
production	
   factory	
   to	
   the	
   customer’s	
   front	
   door,	
  
resulting	
   in	
   a	
   direct	
   flow	
   of	
   goods	
   (Business	
  
Dictionary,	
  2010)	
  

Economies	
  of	
  Scale:	
  	
   *	
   Cost	
   reduction	
   through	
   expansion	
  
(Sullivan,	
  2003)	
  

Economies	
  of	
  Scope:	
  	
   *	
   Cost	
   reduction	
  of	
  multiple	
   goods	
   through	
  
expansion	
  (Sullivan,	
  2003)	
  

Entry	
  Barriers:	
  	
   *	
   Obstacles	
  to	
  enter	
  a	
  market	
  	
  
Free-­‐rider	
  Behavior:	
  	
   *	
   In	
   a	
   collaboration,	
   consuming	
  a	
   resource,	
  

without	
  paying	
  for	
  it	
  (Krugman,	
  1980)	
  
Freight	
  Rates:	
  	
   *	
   Found	
   in	
   the	
   shipping	
   industry;	
   price	
   at	
  

which	
  cargo	
  is	
  transported	
  (Notteboom,	
  2008)	
  
Gini	
  Coefficient:	
  	
   	
   	
   *	
   Measures	
  statistical	
  discrepancies	
  
Hinterland:	
  	
   	
   	
   	
   *	
   The	
  land	
  behind	
  the	
  port.	
  	
  
Horizontal	
  integration:	
  	
   *	
   Collaboration	
  of	
  firms	
  in	
  the	
  same	
  stage	
  of	
  

the	
  supply	
  chain	
  (Thorburn,	
  2003).	
  
International	
  Trade:	
  	
   *	
   Exchange	
   of	
   goods	
   and	
   services	
   at	
   an	
  

international	
  niveau	
  (Slack	
  et	
  al,	
  2009)	
  
Joint	
  Ventures:	
  	
   *	
   Creation	
   of	
   new	
   entity,	
   based	
   on	
  

agreements	
   between	
   two	
   or	
   more	
   companies	
  
(DePamphilis,	
  2008)	
  

Land	
  Activities:	
  	
   	
   	
   *	
   e.g.	
  distribution	
  into	
  the	
  hinterland	
  
Liner	
  service:	
  	
   *	
   Offered	
  by	
  carriers	
  by	
  operating	
  container	
  

fleet	
  on	
  defined	
  trade	
  routes.	
  Can	
  be	
  compared	
  to	
  
a	
  “bus”-­‐	
  service	
  (Notteboom,	
  2008).	
  	
  

Logistics:	
  	
   *	
   Management	
   of	
   goods	
   and	
   services	
   from	
  
production	
   point	
   until	
   the	
   good	
   has	
   reached	
   the	
  
consumer	
  (Phelan,	
  2009)	
  

Mergers/Acquisitions:	
  	
   *	
   Buying/selling/combining	
   different	
  
companies	
  (DePamphilis,	
  2008).	
  

Monopoly:	
  	
   *	
   One	
   firm	
   dominating	
   the	
   market,	
   and	
  
deciding	
  entry	
  barriers	
  and	
  prices	
  (Frank,	
  2008).	
  

Oligopoly:	
  	
   *	
   Many	
   good	
   and	
   service	
   providers	
   are	
  
present	
  in	
  the	
  market	
  (Sys,	
  2009).	
  

Overcapacity:	
  	
   *	
   Situation,	
   when	
   supply	
   of	
   a	
   good	
   or	
  
service	
  exceeds	
  demand	
  (Frank,	
  2008)	
  

Port	
  Dues:	
  	
   	
   	
   	
   *	
   Charges	
  endured	
  when	
  in	
  port	
  area	
  
Port-­‐to-­‐port	
  Services:	
  	
   	
   	
   *	
   Transportation	
  of	
  goods	
  from	
  port	
  to	
  port.	
  
Price	
  –	
  Takers:	
  	
   *	
   Companies,	
   not	
   setting	
   prices,	
   but	
   rather	
  

adjusting	
  their	
  cost	
   to	
   fixed	
  set	
  prices	
  (Krugman,	
  
1980)	
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Strategic	
  alliance:	
  	
   *	
   Agreement	
   between	
   two	
   or	
   more	
  
companies	
  to	
  obtain	
  certain	
  goals	
  	
  

Supply	
  chain:	
  	
   *	
   Involves	
   activities	
  between	
  production	
  of	
  
a	
   good	
   until	
   consumer	
   obtains	
   that	
   good	
   (Chen,	
  
2004).	
  

Transportation:	
  	
   *	
   Movement	
   of	
   persons	
   and	
   products	
   from	
  
location	
  A	
  to	
  location	
  B	
  (Bardi,	
  2006)	
  

Third	
  party	
  logistics	
  provider	
  (3PL):	
   	
  *	
   Firm	
  providing	
  logistical	
  services	
  
Vertical	
  integration:	
  	
   	
  *	
   Cooperation	
   among	
   stages	
   of	
   the	
   supply	
  

chain.	
  
Warehousing:	
  	
   	
   	
   	
   	
  *	
   Storage	
  of	
  goods.	
  
Waterside	
  Activities:	
  	
   	
   	
   	
  *	
   e.g.	
  dockage	
  
Yard	
  Activities:	
  	
  	
   	
   	
   	
  *	
   e.g.	
  warehousing	
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