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International trade proliferation depends to a very large extent on the efficient
movement of cargoes from production sources to points of consumption. Shipping
business is essential and desirable part in the development process of international trade.
Since as a cost-effective means, it provides service to transport large volumes of cargo
around world. According to UNCTAD, around 90% of world trade is carried by the
international shipping industry. The liner shipping companies as carriers of cargoes
transport representing approximately one-third of the total value of global trade (World
Shipping Council). They play a prominent role in facilitating international trade. Liner
shipping market has changed tremendously in past several decades because of
globalization and containerization. The concentration resulting from both horizontal and
vertical integration in the liner shipping industry has led to poor financial results and
increased the pressure in the liner shipping indusiry. In 2011, the profit margin deficits
are presented in the most of majoi' liner shipping companies. In addition, it is concluded
that competitive rivalry shows a relatively strong force in liner shipping industry by
analyzing industrial structure. '

Under such a stressful and competitive circumstance, for the survival and
developmentby effective management and striving to improve the competitive power in
market, the performance measurement is becoming increasingly important to liner
shipping companies. The traditional financial performance measures based on simple
and consistent factors such as financial returns and returns on investment (ROI) have
long been used as the primary criteria to measure performance of organizations.
However, the traditional cost management systems are not so comprehensive to cope
with all those competitive criteria. By the early 1980s, the shortcomings of traditional
measurement systems have triggered a revolution in the field of performance
management. Many of the studies investigate the non-financial measures for the
performance measurement and the multi-atribute performance measurement methods
play an increasingly critical role to combine many aspects of the business. However, a
limited number of studies discuss the performance measurement of liner shipping
industry in existing literatures. In particular, a multi-attribute performance measurement
for liner shipping industry has been rarely discussed. In fact this is precisely what the
most important is for improving the competitiveness of liner shipping companies in
fierce market competition. The present study aims to fill this gap.

This study investigates the development trends and status quo of liner shipping
industry over the past several decades in order to select explicit strategies and measure
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performance better. Liner shipping market is in a constant state of flux with economic
development. Five main trends in liner shipping industry are discussed in chapter 2.
They are bigger container ships, strategic alliance, mergers and acquisitions of global
carriers, e-commerce and logistics service. Generally, concentration, widespread use of
Information Technology (IT) and providing logistics services are development features

of liner shipping market. In addition, liner shipping industrial structure are analysed by ’

Porter’s five forces analysis. Competitive rivalry and barging power of buyers show a
relatively strong force in liner shipping industry by the five forces analysis of industrial
structure. For striving for a competitive position in market, liner shipping companies
have to take into account of these critical forces in its strategic planning. In such a
constantly changing environment and violent competition, the financial status of liner
shipping companies is investigated. The result shows that the profit margin deficits are
presented in the most of major liner shipping companies in 2011. Liner shipping
companies are taking series of positive measures to make it recently. However, they are
still facing high pressure because of global political and economic instability.

Performance measurement is studied as an effective means to improving liner
shipping companies’ performances and competitive advantages in chapter 3. This study

" measures performance of liner shipping companies based on a multidimensional
framework that includes financial, customer, internal business process, and learning and
growth perspectives. The subject of measurement is traditional liner shipping companies
as well as liner shipping companies as logistics service providers in order to provide a
more comprehensive performance measurement system. Since more and more liner
shipping companies consider providing logistics services as an important development
strategy.

The study defines the priority weight of strategies and the degree of relationship
between every single strategy and the performance measure for traditional liner
shipping companies. The measurement result shows that profitable growth is the major
requirement for traditional liner shipping companies. The second important strategy is
the improved service coverage and increased customer satisfaction, reduction of
costs, improved internal business process, improving convenience and IT based
interfaces and increased satisfaction of internal customers are following indicators,
respectively. Market share, customer satisfaction, cargo missing / damage rate and No.
of employed researchers is the important performance indicator for financial, customer,
internal business process and learning and growth perspectives, respectively.
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Different strategies and measures are set when liner shipping companies are acting
as logistics service providers. This section puts particular emphasis on priority weights
of technical measures, the result shows that the return on investment, cost saving
measure, safety and reliability, increased market share, and on time delivery are most
important indicators. Return on investment, safety and reliability, administrative
performance, and employee satisfaction play the most significant role for each
perspective of BSC, respectively.

Results show that liner shipping companies should pay attention on financial and
customer perspective because priority weights of two perspectives are found superior
than others in both traditional liner shipping companies and logistics service providers.
However, other two perspectives, internal business process and learning and growth
perspective cannot be neglected either in development of liner shipping companies.
Since the performance of nonfinancial indicators will directly affect the financial
performance. In addition, liner shipping companies also require attention to the
important indicators that affect logistics service providers, thereby offering a more
comprehensive performance measurement system to improve companies’ performances.
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