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An Analysis on the Causes of Strategic Alliance of Major

Container Liner Companies

Kwang-llee Kim - Tae-Woo Lee

ABSTRACT

From the begmning of the 1990s. in the shipping industry, especially liner
shipping industry. competition has on the one hand been more intensive and
difference of the serviee quality among  shipping companies has been learned.
On the other hand. a <shipping company  has some  limitations to do its
mternational mission for iself just by broadening service arca. For this reasor,
the necessity for the global strategic alliance among  the shipping companies,
which 15 originallv aimed at sharing of faciliies and organization. has been
developed.

Through strategic alliance, liner shipping companies do not need to mput the
additonal capital 1o increase the material assets such as vessel capactty and
spread  the risk by the enlargement of market.  Also. they can secure the
competitive edge through effictent utilization of assets.

The purpose of strategic alliance of ‘I Shipping Ltd. can be summarized as
follows: broadening  of service area. cost reduction through  vessel sharing,
realization  of - ratonalized  <hipping  service by terminal  and equipment  or
facitliies sharing.
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Liner strategic alliances are agreement among liner companies to pool their
equipment, and terminals for joint operations and services in which each
alliance partner continues to serve its market using jointly operated or used
inland feeders, inland terminals, port terminals, and mainline fleets of ship as
well as joint pools of containers and equipment.

Strategic alliances are generally more formal agreements than consortia and
impose longer term and far reaching obligation on their members. They also
act as one in developing and advancing the strategic goals of the alliance
members.

The most important objectives for liner strategic alliances are cost reduction
and improvement in capital asset utilization.

Main motives for strategic alliances drawn from this study can be
enumerated as follows:

1. improvements in service frequency and quality;

2. improvements in vessel and equipment utilization;

3. improvements in market shares and high value cargo booking;

4. reductions in intermodal storage and port terminal throughput costs;

5. improvements in negotiating powers with ports and feeder transport

providers;

. reductions in financial and other fixed costs such as insurance;

[*2]

7. coordination and integration of MIS and EDI systems and services for
greater efficiency and market penetration; and,
8. improvements in logistic chain management and economies of scale by

equipment, depot, terminal, and vessel sharing.
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1 APL 38 81547
gl‘?ba 00CL 23 55,811
lliance MISC 18 25,303
FHojAA 23 59,195
X A 205 459 663
Maersk 109 196,708
SMafiswd Sea-Land 97 186,040
ca-tan £ A 206 382,748
NYK 73 137018
P&O 46 98,893
Grand Hapag-Lloyd 28 71,688
Alliance NOL 35 63,469
X 7 182 371,068
P&O 45 100,243
NP(;%O ; Nedlloyd 63 117,243
cdioy > A 108 217,357
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