©
2017 2019

Measuring Market Power in Container Liner Shipping Industry

Measuring Market Power in Container Liner Shipping Industry

Hirata, Enna

1,500,000

M&A

(¢D) TOP
@) 2009 M

The key research findings are summarized as follows. (1)The top three
service characteristics influencing customer satisfaction in Container Liner Shipping (henceforth:
CLS) industry are “ quality of customer service representative” , “ quality of digitization” and “
quality of sales representative” . (2) Economy of scale in CLS industry has been fading since 2009
and dis-economy of scale has been observed in recent years. Larger share of fleet capacity (measured

in numbers of twenty-foot equivalent unit owned) does not yield higher profitability for a shipping
company (shipping company). (3) M&As in CLS industry do not have a positive effect on firms
profitability but do improve firms’ stability and reduce risks of bankruptcy.

The research findings were captured in four papers, out of which three were published in peer
reviewed international scientific journals.
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The research was applied to Container Liner Shipping (henceforth: CLS) market. At

the time when this research was proposed, CLS market had following characteristics:

(1) High concentration - top 5 shipping companies controlled 90% of market share
after a few major mergers and acquisitions in the past years;

(2) Product differentiation - containerization transformed ocean shipping in a
relatively standardized process. Nonetheless, product differentiation was
observed as a result of route densities, cargo and customer types, schedule

time sensitivity, and degree of digitization among other factors.

Under such circumstances, the research was proposed to measure the market power
and strategies of shipping companies’ service differentiation, in order to offer
some insights in the application of antitrust laws, and in particular in assessing
the legality of shipping company merger. The research findings could also be useful

for shipping companies to decide how to operate in the market.

This research project had three objectives:

(1) to investigate key characteristics of product differentiation in CLS market;
(2) to measure market power in CLS market;

(3) to predict effects of merger in CLS market.

The research project took a two-step approach. In step one, a survey was first
carried out online where the questionnaire was sent to 3,000 respondents. The
survey answers were analyzed by applying an ordered LOGIT model to identify key
characteristics of product differentiation. In step two, various industrial
datasets were applied to econometrical models to estimate the market power and

effect of mergers in CLS market.

The key research findings are summarized as follows.
(1) The top three service characteristics influencing customer satisfaction in CLS

industry are “ quality of customer service representative” , “ quality of

digitization” and “ quality of sales representative” .

(2) Economy of scale in CLS industry has been fading since 2009 and diseconomy of
scale has been observed in recent years. Larger share of fleet capacity
(measured in numbers of twenty-foot equivalent unit owned) does not yield higher

profitability for a shipping company (shipping company).



(3) M&As in CLS industry do not have a positive effect on firms’ profitability

but do improve firms’ stability and reduce risks of bankruptcy.

The research findings were captured in four papers, out of which three were
published in peer reviewed international scientific journals, one paper won
Commended Paper Award in the 11th International Conference of Asian Shipping and
Logistics (ICASL 2018).
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