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Under such dire circumstances, liner shipping companies have to make clear strategies and implement them 
effectively so as to survive. Strategy is concerned with how businesses achieve competitive advantage (Slater and 
Olson, 2000). And it is a set of decision making rules or procedures for guidance of organizational behaviour. 
According to strategy, managers mean large scale action, future oriented plans for interacting with the competitive 
environment to achieve long-term objectives of organization. Therefore Kinsella defined strategy as “the plans and 
activities developed by an organization in pursuit of its goals and objectives, particularly in regard to positioning 
itself to meet external environmental demands relative to its competition” (Kinsella, 2002). Strategy is important in 
shipping because it facilitates the identification of business opportunities, gives an objective view to solve business 
problems, provides a framework to improve internal and external collaboration, assists in controlling business 
activities, minimizes negative effects when threats arise, helps make better decisions, guides effective allocation of 
resources, provides methods to manage changes, and nurtures consistency in the management of the shipping 
business. In recent year, the strategy of liner shipping industry has become a popular subject of study for both 
industry practitioners and researches. Cariou (2008) offeres an overview of the three main strategies in the liner 
shipping market during the last 15 years: horizontal integration, vertical integration and the investment in bigger 
vessels. It tries to explain why these strategies took place and are closely interrelated. Lorange (2009) draws on his 
extensive experience in the shipping industry to show how companies can adapt to the fast-moving and volatile 
world of maritime business by devising strategies for future success, including specialization and innovation. Brooks 
(2000) introduces a framework for understanding the choice of structural options, e.g., alliances, mergers, acquisition 
or joint ventures, within the context of decisions about strategy. In the existing literature, most studies investigate 
strategies based on reviewing literature, and pay more attention on strategies for industry in a broad sense. However, 
this study focuses on specific strategies for liner shipping companies. In the past several decades, liner shipping 
industry is in a constantly evolving environment. Some new changes and trends have been evident, particularly the 
changes of industrial structure. The aim of this study is to propose appropriate competitive strategies for liner 
shipping companies by analyzing the industrial structure. 

2. Trends in Liner Shipping Industry 

The growing international competitive pressure, combined with high capital intensity and traditionally strong 
dependencies on volatility of the global economic condition, has resulted in an intensified impact on margins and 
continuously rising financial risks for the maritime industry in recent years (Notteboom, 2004). Over the past several 
decades, liner shipping market is in a constant state of flux with economic development. Four main trends in liner 
shipping industry are discussed in this section. They are bigger container ships, strategic alliance, mergers and 
acquisitions of global carriers and e-commerce. 

2.1 Bigger Container Ships 

The use of containers started during the Second World War, and the first ship of 610 teus specifically designed for 
container transportation appeared in 1960, since 1980, the container ship is developing fast. The first container ship 
of around 4500teus was built in 1984, thereafter, the largest size for a container ship remained at this level for almost 
a decade (Cullinane and M. Khanna, 1992). The ships are growing both in number and the size of container vessels. 
The world container fleet consists of some 5,087 ships (August 2012) with a combined capacity of 16 million teus, 
the capacity has been increased by about 400% over the last fifteen years. 

One of the key factors contributing to this trend is the introduction of the so-called post-Panamax container ships. 
Panamax vessel is a ship that was constructed with the maximum dimensions to safety pass through the Panama 
Canal. The first post-Panamax container ships were introduced in 1988. Such a ship has a maximum beam of 32.3 m, 
which exceeds the width limit of the Panama Canal. By 1996 the capacities of post-Panamax container ships reached 
to 6,600teus. Several years later, Super-post-Panamax container ships -- vessels with capacities of at least 8,000 
20-foot equivalent units were built and such a vessel became the backbone of the operating fleet of the top global 
liner shipping companies. Orders for 8,000-TEU-plus ships peaked in 2007 at 181 vessels of 2 million teus. 
Although such mega vessels present some limitations, such as larger volume of carbon air emissions and higher 
requirement for capacity and productivity of ports, in recent years, the tendency of bigger container ship has not 
changed. The largest container ships delivered today have a capacity of about 16,020 teus. Table 1 shows the 
generations of container ship. 
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The following are the factors which define the level of barriers of entry. 

1) Investment cost-How much wills it cost to enter the market. 

2) Economies of scale- unit costs determine difficulty of newcomers to break into the market and compete 
effectively. 

3) Government Regulation-if regulation is a barrier to entry. 

4) Access to suppliers and distribution channels-if there are accesses and distribution channels for new player to 
enter the market. 

Liner shipping industry depends heavily on a complex chain of logistical support. Huge amount of capital investment 
is required hardware and software. For example, a 4000 teus vessel costs around USD60 million, a fleet of 7 vessels 
to run a fixed day weekly service means a requirement of about USD420 million capital investments. In addition, 
building up information system, staff employment and training also have high requirement for capital investment. 
The high level of sunk costs may prevent new players to enter. 

In many less developed countries, shipping industry is managed by government which has a large involvement in 
capital investment and administrative controls. Various protectionist policies form a barrier to new players. 

Distribution channels in liner shipping industry are difficult to open up because of fragmented customers in the 
market and the particularity of shipping service. Experienced employees especially of professional sales team are 
important to new players, but this often has to pay higher than market rate to attract talent and they are also hard to 
penetrate into the market within a short period of time. 

Therefore, it is not easy to enter liner shipping industry for a new player. In particular, there are some restrictions on 
capital and government policies. 

3.4 Threat of Substitutes 

Substitute products refer to the products having ability of satisfying customers’ needs effectively. 

The customers may shift to the substitutes, if the substitute is more attractive in terms of price or performance. The 
companies have to improve the performance of their products by reducing costs and therefore prices and by 
differentiation when there is a threat from a rival product. The extent of the threat depends upon: 

1) Importance of your product / service to the customer 

2) The extent to which the price and performance of the substitute can match the industry’s product 

3) Customer loyalty and switching costs 

Although economical air transportation system produces some effects on liner shipping industry in recent year, liner 
shipping as one of transportation industry still has a certain advantage. In general, Air transportation focus on a faster 
cargo transportation means for light weight, high value cargo, but also at a much higher freight rate than maritime 
transportation, even economical air transportation. 

Because of different target customers, liner shipping still dominates the market of large cargo volumes transportation. 
Therefore, air transportation can rarely be a substitute of liner shipping. 

3.5 Competitive Rivalry 

Rivalry refers to the competitive struggle for market share and high profits between companies in an industry. It is 
also the most common threat that most businesses have to overcome. Porter has said that this is the driving force 
behind his model since companies must compete in the free market to earn profits. Several factors determine the 
degree of competitive rivalry, the main ones are (SCDigest): 

1) Number of competitors in the market- Competitive rivalry will be higher in an industry with many current and 
potential competitors 

2) Market size and growth prospects- Competition is always most intense in stagnating markets 

3) Product differentiation and brand loyalty- The greater the customer loyalty the less intense the competition. The 
lower the degree of product differentiation the greater the intensity of price competition 

4) Exit barriers- If it is difficult or expensive to exit an industry, firms will remain thus adding to the intensity of 
competition 
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As services provided by the carriers in the market are similar, for customers, the switching cost is not high which has 
intensified the competition in the market. The carriers have to wage a price war to retain its customers and to 
maintain its market share. 

Liner shipping companies have a high upfront investment in fleets, technical equipments and intangible assets. In 
recent years, with market demand and an improved technology, bigger ships have become main stream in market. 
Hence, the resale value of old and small ships has dropped tremendously. 

Therefore, the products liner shipping companies provide is little lower the degree of differentiation and high barriers 
to exit because of high sunk costs, which leads to fierce price competition, especially when market is stagnant. 

On basis of above five forces analysis of industrial structure, competitive rivalry and barging power of buyers show a 
relatively strong force in liner shipping industry. For striving for a competitive position in market, liner shipping 
companies have to take into account of these critical forces in its strategic planning. 

4. Competitive Strategies for Liner Shipping Companies 

An explicit strategy can determine a firm’s long-run competitive strength and generate a persistently higher rate of 
profit than its rivals by creating a sustainable competitive advantage (Riley, 2012). Porter has argued that a firm’s 
competitive advantages over the other competitors are based on one of two headings: cost advantage and 
differentiation. By applying these advantages in either a narrow or a broad scope of buyers, three generic strategies 
result: Cost Leadership Strategy, Differentiation strategy and Focus strategy (Porter, 1980): 

“Cost Leadership offers the lowest costs products to the entire market. Differentiated offers highly unique products 
(as perceived by the customer) to the entire market, and Focus offers products which serve the needs of a niche 
segment of the market.” 

In this study, seven strategies are selected by analysis on trends and industrial structure in liner shipping industry (see 
Table 2). Due to the generic nature of liner shipping, the service offered by liner shipping companies are similar, and 
gives little rooms to differentiate its product in the market. In addition, because of high upfront investment, fierce 
competition and high bunker price in recent, lowering cost of operations is becoming very important for liner 
shipping companies. Cost leadership has become one of the common goals set in liner shipping industry.The 
intended strategy scheme is based on a world-wide liner shipping company perspective and particularly integrates the 
cost leadership strategy as the domain of company’s vision. 

Table 2. Strategies for liner shipping companies 

Strategy 

1. Profitable growth 

2. Reduction of costs 

3. Increased customer satisfaction 

4. Improved (extending) service coverage (delivery service) 

5. Improving convenience & IT based interfaces 

6. Improved internal business processes 

7. Increased satisfaction of employees 

First and foremost, due to lower freight caused by over-supply and intense competition in the globalised liner 
shipping market, liner shipping companies still are currently characterized by low profit margin despite the 
economy's modest recovery. The level of capacity utilization depends on the growth of cargo, the speed with which 
existing operators introduce new and larger vessels into liner shipping service, even exits of operators from the 
market. Therefore, reduction of costs and profitable growth to survive that is prior to all others for all of liner 
shipping companies. 

Besides, customer service is highly important to liner shipping industry that itself is service industry. As analyzed 
before, service provided by the carriers in the market is very similar, i. e. differences among carriers are small, but a 
better service and operating process will help to make a company more distinctive in the market. Providing cheaper, 
faster, more accurate and convenient services is fundamental guarantee for the invincible status. Therefore, 
increasing customer satisfaction by high quality services is an indispensable strategy to liner shipping companies. To 
make customer satisfied, more broadly service coverage and more efficient business process are very influential 
factors. In addition, as e-commerce has been widely used in liner shipping industry, development of IT also becomes 
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more and more important. As result, increased customer satisfaction, improved (extending) service coverage 
(delivery service), improved internal business processes and Improving convenience & IT based interfaces as critical 
strategies are suggested. 

Last but not least, increased satisfaction of employees as a necessary strategy cannot be ignored. Employees’ 
satisfaction should be paid great attention while most liner shipping companies nowadays only focus on financial 
aspect or business process. Since employees’ enthusiasm and creativity are a fountainhead which the company grows 
strong. High Efficiency and innovation are conducive to customer loyalty and costs down, which is good for profits. 

5. Conclusions 

With the increase in the pressure of external threats in an unpredictable and uncertain market circumstance, liner 
shipping companies have to make clear strategies to survive. In recent, the trend of concentration of liner shipping 
market is more and more obvious. Especially, global strategic alliances and Mergers and acquisitions of global 
carriers exacerbated this change. Under the pressure of reducing unit cost, Container ship maximization also 
becomes obvious in liner shipping industry. Besides, now with the development of and technology, e-commerce is 
applied more and more extensively.  

According to porter, there are five forces that affect the competitive environment of an industry; they include rivalry 
among competitors, threat of new players, bargaining power of suppliers, bargaining power of buys, and the threat of 
substitute products. Based on five forces analysis of industrial structure, competitive rivalry and barging power of 
buyers show a relatively strong force in current liner shipping industry. 

For striving for a competitive position in liner shipping market, seven strategies for liner shipping companies are 
proposed in financial perspective as well as non-financial. 
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