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The concept of the marketing mix has attractechtitte from both academics and
managers and has been widely used in the marketisgpline. Despite the
increasing literature being focused on serviceskating in general, there is a lack
of literature explaining the application of the rkating mix theory in shipping
services. This paper presents the tools of the etiack mix of shipping companies
active in merchant shipping. It argues that the ke#ing strategies are the means by
which a company achieves its marketing objectivesaae related to the tools of the
marketing mix. An empirical research was carried fou the top 10 tanker shipping
companies and for the top 10 liner operators oftamer ships in order to confirm
that the companies understand the importance ofketimg and apply improved
marketing strategies. Some of the data, which gatkered in the above-mentioned
research, are used in this presentation to exeynthié strategies related to the tools
of the shipping marketing mix. The article conckitteat the shipping company must
organize its resources in such a manner as to etabapply improved strategies of
effective marketing in order to achieve a longilagsiand more effective commercial
operation of its vessels.

1. INTRODUCTION

The marketing of shipping companies activating ierchant shipping
(Plomaritou, 2006) is the science of Business taimass Marketing, which
deals with the satisfaction of charterer’'s — shifgpeeeds for the carriage of
goods by sea, with the main aim being the profittld enterprise. This
satisfaction presupposes, on the one hand, codiaghosis of the shipping
market and, on the other hand, appropriate orgaoigglanning and control of

" Evi I. Plomaritou, PhD in Shipping Marketing, Uaisity of Piraeus, Dept. of Maritime Studies;
80, Karaoli & Dimitriou St., 185 34 Piraeus, GREE®E=mail: eviplom@hol.gr

59



Management, Vol. 13, 2008, 1, pp. 59-71
E. I. Plomaritou: A proposed application of the keing mix concept to tramp & liner...

the shipping enterprise’s means. The more the Bigppnterprise tries to
discover what its clients need to adapt the chadempolicy to their
requirements, to offer appropriate transport sexvignd to negotiate the freight
as a function to what it offers, the more the guises are to achieve the most
appropriate, efficient and long-lasting commeroigération of its vessels.

All shipping enterprises have limited capabilitiesncerning the means,
resources and management abilities for their sfifgis. means that it is impossible
to exploit all the chances of the shipping markéhvequal effectiveness. The
matching of the shipping enterprise’s capabilitiéth the needs and desires of its
clients is fundamental for the provision of the igbs transport services, the
satisfaction and retention of charterers and thescommercial success of the
enterprise (Goulielmos, 2001).

According to Kotler (1997), marketing strategies #fie means by which
a company achieves its marketing objectives andelaged to the tools of the
marketing mix. The tools of the marketing mix for a shipping eptese
activated in the tramp and liner shipping market presented in Figure 1
(Plomaritou, 2006):

PRODUCT - SERVICE
TRAMP OR LINER
SERVICE

PAPERLESS TRADE
ELECTRONIC DANA PLACE TRADING
INTERCHANGE LIMITE ; PORTS \
“eseatravsrort | SHIPPING MARKETING MIX NEGOTIATION
SERVICE &EXECUTION OF THE
CHARTER

PROMOTION OF SEA

PEOPLE TRANSPORT SERVICE

EMPLOYEES &CREW

PRICE
FREIGHT / HIRE

Figure 1. Shipping marketing mix

At this point, it should be mentioned that the #=g offered by a tramp
shipping company are differentiated from those isess provided by a liner
shipping company. A liner service implies today laet of ships under
common ownership or management, which providegetfservice, at regular
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intervals, between named ports. The liner vesstd, sghether full or not, on

the date fixed by the public schedule. The tramgsgbmay be employed in
any geographical area in accordance with the denfandsea transport
services. The differences between tramp and lieerices play a vital role in
the design of marketing tools as well as in thenpilag of marketing

strategies.

2. PROBLEM DESCRIPTION

The concept of the marketing mix has attractednttte from both
academics and managers and has been widely uskd marketing discipline.
Despite the increasing literature being focuseda@mwices marketing in general,
there is a lack of literature explaining the apgtiicn of the marketing mix theory
in shipping services. In such circumstances, anieap research was carried
out (Plomaritou, 2006) for the 10 largest tankapgimg companies and for
the 10 largest liner operators of container shipsrder to confirm that the
companies — organization models in the world untders the importance of
marketing and apply improved marketing strateghesording to Hoffman D.
and Bateson (1997), the study process of the nugsessful enterprises in the
world and the effort for interpreting their strayeig called “benchmarking”.
According to “benchmarking”, the question of whistrategies related to the
marketing mix should be applied by the merchanpghg companies is an
important issue not only for ship owners but also liner operators, ship
managers and policy makers. Therefore, the purpiotbes paper is to present the
marketing mix tools of shipping companies activategherchant shipping.

An empirical research was carried out concerning timarketing
philosophies adopted, the marketing policies seteahd the marketing strategies
implemented by the leading tanker and liner shipgiompanies in the world.
Some of the data, which were gathered in the abmmtioned research, are used
for the purpose of the present paper.

After the introduction of key definitions (conceamgithe shipping marketing
mix and the distinctive characteristics of trampl dimer services), the paper
presents the research methodology and displaysei@arch findings in a way
which exemplifies the strategies related to thdstad the shipping marketing
mix. At the end of the paper, considerable conchsiand recommendations are
taken place.

3. RESEARCH METHODOLOGY
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An empirical research was carried out (PlomaritdQp6) for the 10
largest tanker shipping companies and for the t@ekt liner operators of
container ships in order to confirm that the comesn- organization models
in the world understand the importance of marketamgl apply improved
marketing strategies. According to Hoffman and Baie (1997), the study
process of the most successful enterprises in tbedwand the effort for
interpreting their strategy is called “benchmarKingAccording to
“benchmarking”, the best enterprises in a marke¢ aetermined as
organization models and as a comparison measurthéostrategies adopted
by the smaller enterprises of the branch. It isshgrnoted that within the
context of this article, only the marketing stragsgof the leading shipping
companies are presented. The analysis of their etiagk policies and
marketing philosophies is out of the scope of gaper. From the presentation
of the empirical research’s results, it is revealidt tanker shipping
companies adopt different marketing strategies @egbto those adopted by
liner operators.

The formation of the sample was based on the topadgest shipping
companies list made out by two of the most relisddarces of information,
INTERTANKO (International Tanker Owners’ Associatjo and Clarkson
(Clarkson Research Studies). Both organizationswesléknown throughout
the shipping industry for producing qualitativeggbing information.

The tanker shipping companies participating in tlesearch were
Frontline, Mitsui OSK Lines, Teekay Shipping, Woxide, Overseas
Shipholding, Bergesen, Tanker Pacific ManagementP AMoller — Maersk
Group, Nippon Yusen Kaisha and Angelicoussis SHghhwhich manage
73.8 mil. dwt (440 tankers), i.e. 33% of the tdtatkers tonnage in the world
(Intertanko 2005). The liner companies participgtin the research were
A.P.Moller — Maersk Group, Evergreen, Cosco, P&CdiNgd, NOL/APL,
MSC, NYK, KLine, YangMing, and Hapag Lloyd, whichamage 1,988,980
mil. TEU (703 containerships), i.e. 47.6% of thetato number of
containerships in the world and 35% of the totaUT{Elarksons, 2005).

Descombe M. (2000) argues that empirical researtfierso useful
information, which is drawn out of observation amanates from experience.
Rose G. (1982) maintains that this kind of reseaschseful when empirical
data are used in order to verify a theory (theastihg), or to create a new
theory (theory construction). According to Bickmamd Rog (1998), empirical
research is based on secondary data, gathered pasht in order to serve other
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purposes and not to resolve the matter under iigatistn. The most important
advantages of secondary data are the low cossafoilection and the short
time period of its gathering. Secondary data, desps usefulness, have four
disadvantages. These are: accuracy, availabilititalslity and sufficiency.
Therefore, the evaluation of secondary data bdferase becomes necessary.
The more secondary data respond to the needs e&robswork and their
credibility is affirmed, the more the problems agated with its use are
eliminated.

The present empirical research was based on asingrtinaterial of the
above enterprises, as well as on data requestedtlglifrom the companies
such as their annual reports, minutes of meetinmganagement plans,
company profiles, mission statements, businesstegies reports, press
releases, etc. In addition, the research was basedarket analyses, which
were conducted by external sources such as Intertdrdoyds, Oil Majors,
Clarksons, Marsoft, Ernst & Young, etc.

From the above-mentioned material, necessary irgoom was gathered for
the competitive advantages of the examined companikeir business
relationships to charterers, their ships’ perforogartheir safety systems, their
advertising programs, etc. The data were apprepeat sufficient for drawing
significant conclusions regarding the marketingtsgies they apply.

The collected data were compared with researchésraarket analyses,
which were conducted by external reliable sourceh @s Intertanko, Lloyds,
Oil Majors, Clarksons, Marsoft, Ernst & Young, elherefore, the reliability
of the Companies’ Annual Reports was confirmed oy Auditors’ Reports
(e.g. the Annual Report of Bergesen was verifiediegyErnst & Young Audit
Report). The Companies’ Reports concerning thessgks’ performance are
compared with the Oil Majors’ Reports (e.g. TeekaReport was attested by
BP’s Assessments). The companies’ statements aangettheir clients’
requirements were compared with the conducted relsea concerning the
ship owners’ selection criteria by charterers i@ ttamp and liner market (e.g.
Cosco’s Report concerning the shippers’ needstéstaid by the research of
Murphy, Daley and Hall concerning the selectiontesia of carrier by
shipper). Additionally, the comparison of compahisgtements with their
clients’ statements was considered necessary (digsion Statement of
Overseas was compared with BP's Report which asiced that OSG has
enjoyed a strong commercial relationship with BRcei the 1960s. This
cooperation ended in the establishment of the ‘Wda¥anker Company”,
which was created in 1999 by OSG Ship ManagemedtBih Oil Shipping
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Company to consolidate all of BP’s Alaskan crudesbipping requirements
into one operating company). The above-mentionadpeosisons of sources
confirmed the reliability of the information givday the shipping companies.

The accuracy of collected information is not quastid, to the degree
that this was drawn out of its initial source ottgaing. The companies, from
which the data were gathered, maintain separatkehaesearch centres,
which are manned with appropriate trained analy$tse work of these
analysts is the systematic collection of the neamgssformation concerning
the shipping market’s trends, the position of tbenpanies in the market, the
financial state of the companies and the busineasegies of the companies.
Further to the systematic collection, the informatiis distributed to the
decision-makers of the enterprise, as well as teerothird parties. For
example, Frontline and Overseas Shipholding arv@d by a number of
independent analysts who undertake the accomplishroe researches on
behalf of the shipping companies.

After critical appreciation of the sufficiency, iability and accuracy of
the collected data, and after careful study of tkeords, considerable
conclusions ensued regarding the manner by whieh I¢fading shipping
companies perceive their clients’ requirements, tlegmentation,
differentiation and promotion strategies they apm@pd the marketing
philosophies they intend to adopt.

3. RESEARCH FINDINGS

The strategies - related to the marketing mix —ciwhare applied by the
shipping companies under the present researckharfellowing:

« Product/Service Strategy such as expansion strategies of company
activities in the tramp as well as in the liner kedr Shipping is a
complex industry and the conditions, which govésroperations in one
sector, do not necessarily apply to another; ithiigven, for some
purposes, be better regarded as a group of reladedtries. Its main
assets, the ships themselves, vary widely in sizetype; they provide
a whole range of services for a variety of goodsetiver over shorter or
longer distances. Although one can usefully isols¢etors of the
industry providing particular types of service, rithdés usually some
interchange at the margin which cannot be ignofdtthough there are
commercial divisions within the shipping markethe tliner business
carries different cargoes, provides different ssgviand has a different
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economic structure from bulk shipping — the shigpimarket can also
be considered as a single market. Some shippinga&oies are active
in both the bulk and liner markets and many shipglf as combined
carriers and multipurpose vessels) are designeapévate in several
different markets; indeed, this is one of the int@ot ship owning
decisions which is related to the service stratéigynust be recognized
that in a depressed market, owners can move thesiment from one
market sector to another in order to avoid the migskihreats and to
exploit the market's opportunities. As a result, p@y/demand
imbalances in one part of the market can ripplessto other sectors.
Mitsui OSK Lines implements such an expansion egwat by
possessing a large and modern fleet of tramp dsawealf liner vessels
and by servicing the needs of trade throughoutbrid.

Promotion Strategy, such as advertising programs, policies for
maintaining good relations with charterers, etc.e Thurpose of
advertising is to get a message across to the ecbartAdvertising
operates at three levels — informs, persuadesenfibrces. Advertising
to inform normally relates to the promotion of ndwansportation
services offered by new vessels of the companyreTisealso the public
relations side of advertising, which includes med&ations and
exhibitions. The shipping companies use advertisagy a basic
competition tool. The companies, which provide higlality transport
services, have a motive to reveal this quality tigio advertisements.
Hanjin Shipping has developed various advertisimgg@ams that
include a web page on the Internet, brochures, ridements in the
shipping press and participation at maritime extdhs.

People Strategy such as programs of continuous crew training.
According to this strategy, a company’s personnel erew participate

in training programs in order to be aware of the mkevelopments of
the international shipping industry (such as dgwelents of a charter's
legal framework, developments of the shipbuildingdustry,
developments of a ship’s sale and purchase maetej, A.P.Moller —
Maersk Group maintains a simulation center for tf@ning of its
personnel and crew

Process Strategy such as improvement strategies of negotiation
procedures as well as strategies of voyage execwtith speed and
safety. The chartering industry is very demandinig difficult to think

of any other industry in which contracts are negetl within a few
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days, if not hours. Under the pressure of difficulegotiations
conducted with speed, often by telephone or e-mailistakes and
errors can have disastrous consequences. In thisardéng and
competitive environment, care must be taken togmiea professional
image, negotiations must be conducted in a se@owdsbusiness-like
way and charter parties’ clause must complement cibretracting

parties (Thorstensen O., 1996). When the guidelofesegotiations
are ignored, the parties may well become liablestdystantial claims.
On the other hand, the strategies of voyage examtutbncern the
reliability of the voyage. The reliability includethe frequency of
sailings, directness of sailings, scheduling fldkiyg on-time pick up

& delivery of the cargo, fast execution of the vggareduction of
turn-around time to minimum, appropriate cargo hagdprocedures
during the loading and discharging operations aafg $ransport of
goods. Cosco won the “Sailing Schedule ReliabilRgward on

Australia — East Asia Trade” for applying improvacess strategies.

Price Strategy. In the shipping industry, there are two main imgc
regimes: the tramp market and the liner market.oAdiog to Stopford
(1997), liner shipping provides transport for simgllantities of cargo
for many customers and is essentially a retail ghgp business. The
liner company is a common carrier accepting cargmfany customer
at prices set out in the rate book. The publistegd book sets the
framework for pricing, which involves differing deges of
discrimination by commodity and owner. That is sogjgesting that the
business is not competitive. On the contrary, & $gent most of its 125
— year history in deep competition. In contrast|kbshipping is a
wholesale operation (Stopford, 1997). It sells seyvices in large
guantities, by contract to a much smaller number iradustrial
customers at individually negotiated prices. Smers and charterers
negotiate to establish a freight rate, which reéflehe balance of ships
and cargoes available in the market. If there aermany ships, the
freight rate is low; while if there are too few g&j it will be high. In
both cases, the pricing system is central to thpplguof transport. In
the short run, supply responds to prices as shipage their operation
speed and move to and from lay-up, while liner afmes adjust their
services. In the longer term, freight rates comtebto the investment
decisions, which result in the scrapping and ordgdf ships.

Place Strategy In case of a time charter engagement, the cleaster
wish to employ vessels without trading and geoggbtimits. Instead
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of that policy, the time charter party usually dfies that the vessel
must be used only within a certain geographicah aaad that the
charterers have the privilege of breaching theirigadimits by paying

an extra insurance premium (Bonnick, 1998). Whereharter party
states that the loss of time, due to breach ofaméyrlimits, is caused
by the charterer, this provision does not only m#an time lost on
passage due to average (e.g. damage), but aldonihevasted by the
ship owner while the damage is being repaired.P&iategy includes
the policy of operating vessels without trading gedgraphical limits,
such as the operation of well-built and maintaiteetkers, which can be
used in the environmentally strict areas of the M&sast of America.
Frontline possesses a large and modern fleet kétanwhich can meet
the strict legislation of the extremely environnaiyt regions and can
be employed in any sea, without trading and gedtcaprestrictions.

Physical Evidence Strategysuch as strategies of the improvement of a
vessel’'s performance and efficiency. Physical ewgestrategies are
the strategies of a company’s compliance to theermgtional
regulations concerning vessels’ design and operatsirategies of
proper maintenance of fleet, strategies of contisuzrew training, etc.
The ship owner is obliged to provide a ship bweljuipped, supplied
and manned in such a manner as to carry safelycéngo to its
destination and to overcome the ordinary perilsthef sea. Teekay
Shipping has created a marine management systded tae “Marine
Operations Management System”, which imparts thiogdphy of
safety management to the entire organization. Tyses includes
efficiency indicators for constant monitoring andprovement of all
the enterprise’s operations. In 2003, Teekay obththe “Certificate of
Environment Management International Standard©-18001".

Paperless Trade Strategysuch as the implementation of the EDI
system. Many shipping companies, particularly ie tmer shipping
market, have realized that the investment in indiom technology and
electronic commerce should be seen not simplyas@orate overhead
to be absorbed as part of the cost of doing busijioeg as a competitive
weapon in its own right. This requires managersigw information
technology not as a part of the infrastructure iserg the rest of the
organization to be left to computer specialistst bs a strategic
resource. A clear paperless trade strategy is deedallow the firm to
recognize the relevance of the information to gajnithe stated
marketing objectives. The information should beexian the database
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on a need-to-know basis rather than a nice-to-kbasis. At the same
time, it should be recognized that the data mustdmstantly updated if
they are to be of use. Evergreen applies a techiualty advanced EDI
System between the company and the shippers. T3tensyprovides
fast and valid information, while time and efforteasaved. The
company won the “E-Commerce Excellence Award 2004”.

4. CONCLUSIONS & RECOMMENDATIONS

All shipping enterprises have limited capabilitiesncerning the means,
resources and management abilities for their shifpés means that it is
impossible to exploit all the chances of the shgpimarket with equal
effectiveness. Matching the capabilities of thepphig enterprise with the
needs and desires of its clients is fundamentatHerprovision of the desired
transport services, the satisfaction and retentbrcharterers and thus the
commercial success of the enterprise. The shippimgpany must organize its
resources in such a manner as to be able to apmbyoved strategies of
effective marketing in order to achieve a longiagstand more effective
commercial operation of its vessels.

The marketing strategies are the means by whicledhgany achieves its
marketing objectives and are related to the tobte@marketing mix. The tools
of the marketing mix for a shipping enterprise whig activated in the tramp or
liner shipping market are: Product (Tramp or Lisarvice), Price (Freight or
Hire), Process (Negotiation Procedure & Execution of thHerter), People
(Office Personnel & Ship’s Crew), Place (Ports &oGmephical Area of Ship’s
Employment), Promotion (Advertising Programs), &tysical Evidence (Ship’s
Characteristics & Seaworthiness of the Vessel).ithahlly, a new tool of the
shipping marketing mix is “Paperless Trade” andstitutes the eighth tool of the
shipping marketing mix. In order to respond fully the demands of the
competitive shipping market, it is necessary thgigng companies use modern
electronic communication means by which time, ol effort are saved and
guality improvement of services is achieved.

The correct drawing up of a shipping enterprisdigtegy is achieved
through the company’s planned rational actions. @bgon plans must be
applied correctly so that the proper transport isenis provided to the
appropriate charterer, at the right time and patth ¥he appropriate vessel and
at freight levels that satisfy not only the shigpicompany but also its client
(charterer/shipper). Marketing is the provision tbe appropriate maritime
transport services, from the right people (persbohahipping enterprise and
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crew of a company’s vessels), to the appropriagatd (charterers or shippers),
at the right place and moment of time, and at pg@apriate freight levels, with
the suitable promotion.
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PRIJEDLOG APLIKACIJE KONCEPTA MARKETING MIKSANATE RETNE
I LINIJSKE BRODARSKE KOMPANIJE

Sazetak

Koncept marketinSkog miksa pri¢lapaznju znanstvenika i menadZera, tec¢ssto
koristi u marketingu kao disciplini. lako se sveciveidjel marketinSke literature
usredotouje na marketing usluga, postoji nedostatak liteeakoji objaSnjava primjenu
teorije marketinSkog miksa na brodarske usluge.jQad predstavlja instrumente
marketing miksa brodarskih kompanija koje se bawagskim prijevozom. Wlanku
se polazi od toga da su marketinSke strategijessredoomau kojih tvrtka postize
svoje marketinSke ciljeve, te da su povezana s&umentima marketing miksa.
Empirijsko je istraZzivanje provedeno na 10 néjkietankerskih kompanija i linijskih
brodara za prijevoz kontejnera, kako bi se poterdib kompanije shéaju zn&enje
marketinga i primjenjuju poboljSane marketinSkeatsgije. Neki od podataka,
prikupljenih u okviru empirijskog istraZivanja, kste se da bi ilustrirali implementaciju
strategija uz pomoinstrumenata brodarskog marketinskog miksa. Ujadkl rada
ukazuje se da brodarske kompanije moraju orgatiizsje resurse tako da mogu
primijeniti poboljSane strategije marketinga, sjecit dugordije i ucinkovitije
komercijalne uporabe svoje flote.
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