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I. Introduction
The 'box that changed the world ' has com e into the limelight in the last few years.
This is more because of the shortages in port infrastructure throughout the globe
than beca use of the causal relationship implied by the phrase. Regardless of what
one chooses to believe, the effects of containerization and the recent
developments in ship size strains the limits of the imagination. It demanded
techno logical and enginee ring feats o ver nearly three deca des.
In this paper, we shall review the container shipping industry before the current
recession. Part II exam ines in brief the history of the development of container
shipping. Part III examines the structure of the container manufacturing industry
and the structure of co ntainer shipping indu stry. Part IV reviews the trends in
container and ship size with its implications. Parts V and VI deal with container
shipping in Canada together with the regulations on the movement of containers
and container shipping companies. Part VII reviews the imp lications of the this
industry becoming oligopolistic. Finally, a few concluding remarks are made.
II. History of the Development of Container Shipping
The entrepreneur Malcom M clean has been credited with revolutionizing the
container shipping industry in the early 1950s with the box that changed the
world. However, use of containers to ship goods dates back to as early as 1920
in other modes such as rail. The first vessels purpose-built to carry containers
began operation in Denmark in 1951 and the year 1956 has been credited when
the container was introduced in the US trade.
A container is an aluminum or steel box held together with welds and rivets, with
a wood en floor and two enorm ous do ors at one end. Standardization of
containers during the first twenty years, was one of the major problems faced as
containers with different sizes and corner fittings were used in various countries.
In the US, there are five co mmon standard lengths, 2 0ft, 40-ft, 45-ft, 48-ft, and
53-ft. The 20ft container referred to as the TE U (i.e., twenty equivalent unit) is
the most commonly used container.__________________________________
* The views expressed here are those of the authors and are not purported to be those of the Commissioner or the
Co mp etition B urea u, Ind ustry Ca nad a.
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The milestones in the container revolution were: McLean's innovation, the
transformation of ports, accommodation with labor, standardization of containers,
intermodal connection with trucks and railroads, and the demonstration of the
system at Vietnamese ports to the U.S. governm ent.
B y the 196 0's
containerization began to take hold and other companies began ado pting it. The
container revolution clim axed in the mid 1980s and growth has been steady since
then.
To day, it is at the core of a highly automated system for moving goods from
anywhere to anywhere, with a minimum of cost and complication. It transformed
international trade in ways unimaginable.
The use of containers has
revolutionized cargo shipping. Local ma rkets started becoming extinct and were
sudd enly transformed into international markets. To day, approxim ately 90% of
non-bulk cargo moves worldwide by containers stacked on transport ships; and
26% of all containers originate from China.
III. The Structure of the Container and Container Shipping Industries
A. Structure o f the Co ntainer Manufac turing Ind ustry:
a. Supply of Co ntainers - 1. Production: The majority of containers in the
world is manufactured by two companies: China International M arine G roup with
50%-60% of the market and Singamas with 10%-20% . It is estimated that the
market share of the top four companies is in excess of 81% and the HerfindhalHirschman Index (computed by summing the square of the market shares of all
the comp anies) is in excess of 3000.[1] The HHI is a measure of concentration
and US antitrust authorities consider a HH I of 1000 or mo re as concentrated and
180 0 as highly concentrated.
In terms o f world output, world production of containers has been steadily
increasing from slightly more than 1.1 million in 1994 to about 1.6 million in the
early 200 0s. The two largest manufacturers of containers are in China and the
other major manufacturers are in Europe, in particular W estern Europe. Since the
1990s production in Europe has fallen drama tically, particularly in
Central/Eastern Europe. The only other country that is noteworthy in the
manufacture of containers is the Re public of Korea.
2. Leasing: The four important firms in the container leasing market in 2006
were: Textainer with 15.7%, Triton with 14.2%, Florens Container with 10.5%
and GESeaCo. with 10.4%. The HHI for the firms in the industry should exceed
658. Concentration in this market has decreased since the 1990s when GESeaCo
had 50% of the market. In 2006 there was a major change in ranking when
Textainer acqu ired G ateway to capture the leading position. Leasing companies
own about 42% of all containers down from 45-47% in the previous decade.[2]
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b. Dem and for C ontainers
Global containerized trade has increased from 3 8.4m TE Us (full containers) in
1995 to 95 m T EU s in 2006 and with that the demand for containers has
increased. In 2011, world containerized trade is forecasted to reach 129m TEUs
more than three times the am ount in 1 995 . With this forecasted increase in trade,
demand for containers which originates from shipping companies and leasing
companies is expected to increase.[3]
Shipping Com panies: Shipping companies account for 50 percent of the demand
for all containers manufactured. Their demand is largely influenced by the
volume of trade, as the volume goes up so does the demand. Price of containers
and the cost of leasing containers also have an effect on the demand from
container shipping com panies.
Leasing Com panies: Leasing companies account for 45 percent of the demand
for all containers manufactured. Their demand largely depends on the
profitability of leasing which in turn depends on the price of new containers,
leasing rates, utilization rate, repositioning cost and other costs such as storage,
management, and maintenance costs. The dem and from these co mpa nies is
between 750 ,000 to 800,000 containers. From 1995 to the mid 1999, the leasing
industry was depressed d ue to the fall in price of containers. T his imposed a cost
burden due to different rates of depreciation for the older more expensive
containers, as users chose to select new containers over older ones leading to a
decline in the utilization of containers below 80%. This has negatively affected
purchases o f new co ntainers by the to p leasing com panies ove r this period.
c. Pricing of Containers and Cost of Leasing
1. Pricing: The price of twenty foot containers was slightly above $2500 (US)
in 199 0. Since then, till the mid-1999 the price fell below $1400 (U S). The
downward trend in prices can only be explained by changes in production. One
source describes it as “One explanation is the increase in competition dominated
by China. ... But the ir price has be en driven down partly by over-capa city in
Chinese production facilities and partly because the factories are being funded by
the State through local or regional agencies. As a result, the price quotes in mid1999 are alm ost half of what they w ere in m id-19 95. ... Una ble to com pete w ith
China in terms of prices, many non-Chinese producers have closed down. This
has enabled China to further drive down prices of new boxes.”[4] After the mid1999, prices rose to $1500 and $2100 in 2000 and 2005. In 2008 it was
described as good as gold.
2. Cost of Leasing: The co st of leasing containers largely follows the price of
containers. The fall in the prices of new containers is reflected in the fall in costs
to leasing com pan ies, which in turn resulted in lower lease rates. The falling
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price of containers penalized leasing companies with older containers given the
higher costs of depreciation (the annual depreciation rate is 6-7%) for older
containers. The cost of leasing was also affected by the utilization rate of leased
containers, the cost of repositioning used containers and the capital loss on older
containers (if the depreciation period is reduced due to the increase in the rate of
disposal). As a result, the rental cost fell from about $1.35 (US) per day in 1995
to less than $0.7 (U S) a d ay in 199 9. After this year, rental cost rose p er day to
$0.75 (U S) in 2000.[5]
B. Structure o f Majo r Container S hipping C omp anies/Groups
a. Supply of Shipping Services
The supply of container shipping services is provided by liner ships. These liner
services are provided by companies that own and cha rter their fleet of vessels.
The quantity of shipping services provided is directly related to trade volumes
which incidentally is a major determinant of the number of companies, the
number of ships and the volume of TEU capacity that these ships deploy on direct
services between any two countries. GDP per capita and distance are also factors
that determine the provision of direct liner services. Con tainers flow along eastwest (trans-P acific, Europ e-Far East and tran satlantic), north-so uth and regional
routes.[6] The number of vessels employed in the major interregional routes are:
China-U.S. (458); Hong Kong - U.S. (326); China-Germany (296); China-UK
(266); China-Netherlands (259); Germany-Hong K ong (244); Ho ng KongNetherlands (220); and Ho ng Kong-UK (219).[7]
Of the 100 million TEU liner capacity provided in 2007, the combined share of
the larg est fo ur com panies - M ae rsk Line, M SC, C M A-C GM and Evergreen was 38.4 %. T his share is much larger (49%) if one considers liner services
provided by the top four companies or alliance - APM , CKYH Alliance, Grand
Alliance and MS C (See T able 1 in Appendix). The fairly large market share is
a result of the thirteen plus major acquisitions that occurred between 1996 and
2005. The HH I for the former was 449 and the HHI for the latter was 621. It is
worthwhile pointing out that the ownership of containerships is less concentrated
than its operation, as operators tend to charter a large proportion of the ir vessels
which are owned by non-operating com panies (estimated to be 50% +).
b. Demand for Shipping Services
The demand for liner container services is a derived demand. It was initially used
for transportation of high value manufactured goods but is now increasingly used
for other typ es of cargo. As the demand for expo rts and impo rts increa sed so did
the demand for containers but at a faster rate. United States, Germany, China,
Japan, France and United K ingdom are the major trading nations in terms of
value of world trade, accounting for 12.5%, 8.3%, 6.7%, 5.3%, 4.5% and 4.2%
of the world trade of $7 8.9 b illion.
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2005 is shown in the
graph hereafter in
millions o f TE Us.

It is expected to grow by 10 %, 7 .6% and 7 .8% for the years 2007, 2008 and
2009, respectively for the transpacific trade lane. For the Asia-North Europe
trade lane, it is expected to grow by 11.1%, 9.3% and 4.2% for the years 2007,
2008 and 2009, respectively. Fo r the T ransatlantic trad e lane, it is expected to
grow by 7.8%, 9.7% and 3.4% for the years 200 7, 20 08 and 2009 , respectively.
The growth refers to the head-haul direction but this was before the recession. [8]
c. Pricing of Liner Services
The pricing of liner services or freight rates per TEU depends on the trade lane
ranging from $ 200 0 to $750. It is suggested that freight rates in liner shipping are
prone to behave like a 'pig cycle'. This cyclical movement is because it takes
time for supply to adjust to demand. The m ovement of freight rates per TEU are
shown in Chart 1 for the major trade lanes. The chart reveals that there have been
two major
cycles since
1995 on two
trade lanes Asia to USA
and Asia to
Europe
falling from
1995 to 1997,
rising from 199 7 to 1999, falling from 1 999 to 20 01 and rising from 2 002 . For
two other trade lanes - USA to Asia and Europe to Asia - freight rates have fallen
from 1995 to 1999, risen from 1999 to 2000 and remained steady to about 2002.
Since then, liner shipping rates have increased significantly on practically all
routes and vessel sizes.[9] The main classical explanatory variables of maritime
transport costs which previous research has shown to be relevant are: unit cargo
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value, volume per transaction, geographical distance, bilateral trade volume, and
trade balances.[1 0] O ther explana tory variables are port characteristics
(efficiency, infrastructure, co nduc tivity and private sector participation), number
of liner services providing direct services, GD P, etc.[11]
In sum, supply of containers is through two sources - production and leasing- and
demand originates from shipping companies and leasing companies. Production
is highly co ncentrated. The pricing of these containers has risen since the mid
1999 after its decline since the 1990s. The supply of container shipping services
is provide d by liners and the four largest companies account for 38.4% of liner
capacity. The share is much larger (4 9% ) if one includes alliances in the top four.
Since these co mpa nies cha rter a large portion of their vessels, operation is more
concentrated than ownership. Demand for liners arises from the major trading
countries. The pricing of liner services or freight rates is cyclical i.e., a 'pig
cycle'.
IV. Trends in C ontainerization / Ship Size - Implications
Trends in Containerization and Sh ip Size: Two majo r trends in containerization
are evident form the statistics. First, from 199 5 to 2004, containerized trade
increased from 3 8.5m illion T EU s to 78.6million TEUs growing at an annual rate
of 8.3 percent. This increase before the recession was forecasted to b e 6.1
percent from 2005 to 20 10 (i.e., an increase to 117.6million TEU s) and 5 percent
in the decade after that (i.e., an incre ase to 1 99m illion T EU s). Th is is shown in
the chart
h e r e a f te r .
As stated by
UNCTA D’s
T ra n s p o rt
Newsletter
based on
data from
G l o b a l
I n s i g h t
“During the
next two
decades
growth rates will slightly decrease, as the containerization of trade in goo ds will
reach its technical maximum, and containerized trade will then grow at the same
rate as global trade in goods in general.”[12] Second, another observable trend
is the growth in the use of the 40ft co ntainer, which is expe cted to replace the 2 0ft
container the most commonly used container worldwide, since costs are related
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to container and not to length. Transport Canad a states “The share of maritime
20 foot units has been de clining an d can probab ly be expected to continue to
decline. Likewise, the use of 40 foot high cubes (9’6”) is also increasing and
accounted for 38.2% of all maritime containers in 2005.”[13] The lower cost for
the FE U suggests the need to encourage the use of these larger containers.
Container ship size, over the last three decades, has increased from 975(TE Us)
to 2,19 1(T EU s) (see T able 3 ) an increase o f 125 % w ith the largest container ship
rising 342% . Perhaps, a more incisive view is the fact that 17 of the top 25 routes
were served with vessels larger than 9,000 TE Us. According to Drewry Shipping
Ta ble 3 - Tr end s in C onta iner ship size
Year

Average Ship Size (TEU)

Largest ship in world fleet (TEU + Max. draft)

1980

975

3,057 - 11.6m

1990

1,355

4,409 - 14.0m

2000

1,741

7,200 -14.5m

2006-7

2,191

13,500 - 15.5m

Source: Drewry Shipping Consultants Ltd - World container cargo prospects, 25th IAPH World Ports Conference, Houston, 30 April 2007.

Consultants the average and larg est con tainer ship sizes w ill continue to
increase.[14] This was also co nfirmed in the highlights of the 2007survey by
American Shipp er which reports that a rush of orders for mega-ships swells order
books, to be exact there were 114 orders for ships of more than 10,000 TEUs
which is more than ten percent of the capacity of the world’s fleet.[15] This trend
is expe cted to continue with constraints (18,000 T EUs) impo sed by the Malacca
Strait. T his has also been accom panied by a specializatio n of ship design.
Implications: The above trends have had and are having num erous effects. O nly
the effects on ports and infrastructure with its resulting economic and global
effect will be briefly mentioned.
Ports: Massive new ports and terminals are or have been built and expanded.
Th is occurred together with the mushroo ming of huge ind ustrial complexe s to
ensure sufficient port capacity. Channels in several ports were deep ened to
acco mmoda te the mega -carriers that were termed ‘bemo ths’. Ports began to be
fitted with mammoth cra nes and sop histicated equip ment to accomm oda te the
increase in container traffic and size of ne w ships.
Infrastructure: The transportation network infrastructure providing access to the
major gateways and transhipment po rts began to b e add ressed . To avoid
congestion at these strategic gateways, the infrastructure d evelo pme nt relating to
rail and highways became a priority. Further, to accomm odate the burgeoning
cargo -freight, superhighways and super-corridors were built or w ere planned to
ensure a seamless, efficient and effective transportation system. Constraints on
rail movement and capa city were also being remov ed.
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Eco nom ic effect: One expert describes the economic effect as “The c ontainer first
affected these costs. The elimination of piece-by-piece freight handling brought
lower expenses fo r longshore labor, insurance, pier rental, and the like.
Containers were q uickly ad opted for land tran sportation, and the reduction in
loading time and transhipment cost lowered rates for goods that m oved entirely
by land. As ship lines built huge vessels designed to handle containers, ocean
freight rates plummeted. As container shipping became intermodal, with a
seamless shifting of containers among ships, trucks, and trains, goods co uld move
in a never-ending stream from Asian factories directly to the stockrooms of retail
stores in North America or Europe, making the overall cost of transporting goods
little more than a footno te in a co mpa ny’s cost analysis.”[16] In brief, increased
containerization and ship size together with the other effects led to economies of
scale, efficient use of capacity, container port efficiencies, reduced rates resulting
from cost efficiency, time savings and increased trade together with reduced
com petition whose effect likely dampened the reduction in rates.
Global effect: Local economies and markets were transformed with access to the
global econo my. This pro cess of transformation was facilitated with new supp ly
chains. The global econom y was becoming increasingly integrated a nd rapid
growth of the information and electronic highway facilitated the pro cess. All this
was acco mpa nied with changes in economic and political ideology, a reduction
of regulatory and other barriers to entry including standardization which
facilitated an incre ase in trade. T his resulted in a container volume rising by 9.9
percent per year from 1982. Some writers go as far as suggesting a causal
relationship between containerization and globalization but the evidence is not
conclusive.
In sum, the effects of containerization and ship size strains the limits of the
imagination. Imagine a container ship carrying containers to load a line of
tractor-trailers 68 miles long. To achieve these results, it demanded technological
and engineering feats over nearly three decades. It is safe to conclude as one
historian that 'containerization has been an important dimension of globalization'
enabling the transportation of manufactured and semi-manufactured goods
efficiently at reduced costs to remote points in the globe.[17]
V. Container S hipp ing in Canada - Background, Trends and Implications
A. Background and T rends: The first container port built in Canada was in
Montreal in 196 8. Halifax bu ilt the second in 196 9 and Vancouver the third in
1970. Since this early period, important changes have occurred in the volume of
containers and the ranking of these ports. For the periods 1986 and 2006, the
volume of containers through Canadian ports increased from 1.13m T EU s to
4.309m TEU s. The volumes and share are shown in the pie-charts. The pie8

charts reveal four majo r changes: the increase in volume of containers through
the ports; the emergence of new ports; a change in the rank of the major container
port; and a shift to the West C oast as the most important gateway for containers

to Canada together with a decline in the share of the Eastern seaports. For
Vancouver, container volume has grown 891% over the period 1986-2006
compared to an increase of 142% for M ontreal and 96% for H alifax.
Over the period 2003-2007, the volume of container throughput is shown in the
table hereafter. The statistics indicate that for the three largest ports - Vancouver
Container Throughput 2003-2007
Ports

2003

2004

2005

2006

2007

Vancouver

1,539,058

1,664,906

1,767,379

2,207,730

2,307,748

Montreal

1,108,837

1,226,296

1,254,560

1,288,910

1,363,021

Halifax

541,650

525,553

550,462

530,772

490,071

St. John’s

118,008

110,995

102,493

99,543

Fraser

252,510

317,582

372,844

94,651

Saint John

45,638

48,700

49,950

44,556

Toronto

31,279

38,025

57,234

24,585

Source: MARAD.

Montreal and H alifax- the change in container traffic in TEU s is 50%, 23% and
-9%. Thirteen shipping conferences served Canada, seven on the W est Coast and
ten on the Ea st Coast.
B. Im plicatio ns: One of the p ressing q uestions in the mind of most p lanners is
whether the present infrastructure is adequate to meet the growing volume of
container traffic. In this regard, three papers are of interest [18] and the matter
was reviewed by the Standing Committee on Transport. The first paper by Ircha
in 200 1 is concerned with whether the use of mega-size ships can serve Canadian
ports. His finding indicate that “Vancouver and Halifax appear to be appropriate
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sites for these majo r terminals, [although] the ‘green field’ sites at Prince Rupert
and Canso may prove to be better choices.” However, the latter two sites need
to be developed. The 2005 paper by Maloni and Jackso n for US and Canada
indicate that “... the ports expect capacity issues to worsen in the next ten years,
implying current congestion problems will also deteriorate.” The 2006 paper by
Padova states “Given the existing excess capacity among Canada’s container
ports and the planned capacity enhancements, these ports appear to be well
positioned to accommodate a doubling of Canadian container volum es (to
roughly 8 million TEUs) by 2015.” The difference in the findings of the papers
reflect the different time periods in which the studies were undertaken, the
differences in the scope of one study (which includes Canada and the US) and
major ongoing infrastructure investments (some of which have already produced
results eg. the Po rt of Prince R upert). A recent article [2005] with regard to the
Port of Vancouver states “...terminal operators earlier this year warned shipping
lines that they can only accept a 10 percent increase in container volume. Gordon
Houston, the port’s chief executive, said Vancouver must spend more than $1
billion to build a new terminal or expand an existing one every two years to
accommo date projected growth.”[19]
C. Findings of the Standing Senate Committee on Transport and Communications
The Standing Committee recognized that container transportation must be viewed
as a system and mad e two recommendations sp ecifically with regard to
containers: increasing the supply of containers to Canadian shippers; and
increased funding to provide increased capacity to handle future growth in the
container transportation industry. The first was to be achieved by harmonizing
Canadian container regulations with those of the US and removing Customs
Tariff on point-to-p oint co ntainer movement in Canada. The second was to be
achieved through: funding port terminal projects to provide capacity; establishing
a research program focused on national transportation policies and issues; and
establishing an independent National Gateway Council to bring national and
international players in container transportation system.
In sum, over the period 2002-7, of the two major Canadian ports that have shown
an increase in container throughput, the increase at Vancouver is quite dramatic.
The implica tion of this is whether the infrastructure is adeq uate to acco mmoda te
this increase. Some studies call for development of ‘green field’ sites and others
call for an expansion of the existing infrastructure if the trend in grow th
continues.
VI. Regulations on Movement of Containers/Container Shipping
In this section, regulations on the movement of international containers and
container shipping will be briefly mentioned.
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Con tainers: International containers are subject to regulations in Canada. There
are three basic regulations that cover foreign equipment in Canada: Canada
Shipping Act, Coastwise Trading Act, and the Customs Act. In addition, there are
tariffs and regulations and ‘D’ Memorandums issued by the Canada Border
Services Agency (i.e., CSB A formerly Canada Customs and R evenue Agency).
The CBSA’s tariff 9801.10 restricts the use of international marine containers to
30 duty free days in Canada with one incidental move (inward or outward) for
dom estic carriage following international traffic. This tariff restriction is viewed
as uneconomic because it has the effect of promoting inefficient movement of
emp ty containers. The 30-day restriction may be extended to 24 months under
extraordinary circum stances. If the 30-day restriction is exceeded the containers
duty-free status is forfeited. Duty is minimal or free, depe nding on the M ost
Favoured Nation clauses. Rules for the incidental move of dom estic carriage
following internatio nal traffic are also provid ed for.[20] Rules also apply to in
transit containers with loads and without loads (i.e., empty) that originate outside
of Canada.[21] A type of cab otage called ‘sufferance wareho use pick-up’ is
permitted by the CBSA during the 30-day period.[22] On April 2009, the
Department of Finance p ropo sed changes to the tariff on temporarily imported
cargo containers increasing the duty free days to 365 and removing the restriction
on dome stic movement. This was accep ted under certain conditions.
Container Shipping: In Canada, the most relevant regulations are those contained
in the Canada Sh ipping Act and those m ade pursuant to it that apply to shipping
in general. The Canada Sh ipping Act and Coastwise Trading Act requires
mov ements of goods within Canada or its territorial waters by ship or any other
mode must be done using Canadian registered conveyances. Licences for foreign
flagged vessels are provided for in certain situations where no Canadian ship exists
(unlike the Jones Act). Regulations more specific to containers are the
requirements set out in the Safe Contain ers Co nvention Act and the Safe
Con tainers Convention Regulations. These cove r the safety aspects in regards to
the construction and maintenance for containers on international movements.
Besides dom estic regulations the international regulation of particular relevance
is IMO Circular 134 which provides guidance on serious structural deficiencies
in containers.
In sum, regulations app ly to the m ovement of international m arine containers in
Canada and to container shipping. The former affects the efficiency with which
they can be employed. In brief, regulations have not kept pace with the
developments that have occ urred on other fronts and in some other countries.
VII. Im plications of C ontainer Shipping B ecoming Olig opo listic
Market concentration has increased in niche m arkets, in o rder to demon strate
some potential implications of the container shipping industry becoming more
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concentrated, it is useful to first review the basic economic theory of perfect
competition. Specifically, firms engaged in perfect competition are considered by
econom ists to be “price-takers”, which means they take the market price as given
and then ad just their q uantities accordingly.
Gra phica lly, the perfectly com petitive equilibrium for an individual firm is shown
in Figure 1 to be where its demand curve, P(Q), intersects the MC curve at the
market price, P C. Thus, this firm sup plies Q uantity Q C at Equilibrium E. The
economic welfare to the economy is then divided between the firm’s consumers
and the firm itself, where the Consumer Surplus is represented by Triangle P CEF,
and the Producer (Firm) Surplus is represented by the area below P C and above
MC.
The reason why firms are price-takers in this model is that there are no entry
barriers. Thus, if the incumbents are making economic profits by pricing above
P C, then additional firms will quickly enter the ma rket until all economic profits
FIGURE 1
are eliminated. However, as entry
barriers are introduced into the
model, incumbent firms will be
increasingly able to set the prices
that they charge (they become
“price-setters”). In other word s,
firms will have some market power.
For example, returning to Figure 1,
an oligopolist will reduce its
quantity and increase its price from
the perfe ctly com petitiv e
equilibrium until its marginal revenue, M R(Q ), equals its marginal co st, MC; it
supplies Q O at a price of P O. As a result, a “Deadweight Loss” (DW L) will be
created, which represents the welfare losses to the economy that neither the firm
nor its consumers receive. In Figure 1, the consumer’s po rtion of the DWL is
represented by Triangle EGH , while the firm’s portion of the DW L is Triangle
EHI. Finally, there is a transfer of surplus from consumers to the firm in the form
of oligopoly profits, which is shown in Figure 1 to be Rectangle GHP CP O.
W hether this transfer is positive, negative or neutral is subjective.
In the context of the container shipping industry, this theory implies that as the
market beco mes m ore o ligopolistic, consumers of container shipping services will
be paying higher p rices for lower quantities (and/or quality) of services. Lower
quantities/quality of services could be reflected by smaller containers, more limited
shipping times, slower service, and/or an increased likelihood that the product
being shipped will be damaged during transit.
A second pote ntial efficiency loss on the economy as a result of increased
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concentration, which is not reflected in the DWL shown in Figure 1, is known as
“rent seeking beha viour”. In other words, firms might spend som e of their
resources to maintain or increase their market power, such as by lobbying
gove rnments to increase or maintain restrictions on entry (e.g., restricting foreign
competition), or via anti-competitive practices such as predation or collusion. In
fact, greater concentration can facilitate both explicit and tacit collusion by
reducing the costs of coordination.[23]
However, there can also be benefits to increased concentration that are also not
reflected in the D W L. For exam ple, the possibility that a firm can increase its
profits by “stealing” market share from its rivals might motivate that firm to offer
a better product or service. Specifically, a container shipping firm might increase
the quality of its services by offering larger containers than its competitors or by
finding lower-cost methods of shipping goods (research and deve lopm ent). W hile
these benefits might not completely eliminate the DW L shown in Figure 1, they
do imply that the potential of entry by new firms, or the expansion of competing
firms, might motivate incumbe nts to be have more com petitively.
Thus, the degree to which greater concentration can lead to greater inefficiencies
in the market depends, in part, on the ease with which consumers can switch
between competing firms. In other words, if consumer switching costs are low,
then a high market share for a firm might not necessarily imply significant market
power, beca use that firm might decide that it need s to invest significant resources
in order to m aintain/increase consumer loyalty.
VIII. Co ncluding Re marks
The container has revolutionize d wo rldwide shipp ing. The mo ve that b egan in
1956 is continuing tod ay and the volume of containers to be transported
throughout the glob e is expected to top 200 million T EU s by 20 20. The structure
of the container manufacturing industry is oligopolistic with two producers
accounting for over 80% of the market share. Unlike container manufacturing, the
container shipping industry is more compe titive in structure. The largest four
companies accounts for 38.4% o f the global market capacity or the largest four
com panies includ ing alliances account for 49% o f total cap acity.
Containerization has been accompanied by two major trends. First, there has been
a significant growth in container throughput and second, this has been
accompanied with an increasing size in container ships. Evidence of the latter is
widespread, seventeen of the top twenty-five routes are served with ships
exceeding 9000 TEU s and recently, Samung He avy Industries began taking orders
for ships larger than the largest ships. T his has mamm oth implications for ports
and infrastructure and require huge investments. It has resulted in two major
impacts: econ omic and global. The first has reduced costs of transporting
containers and led to seamless service. The second, has transformed local
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economies into global. As a result, some writers go as far as saying that there is
a causal relationship between containerization and globalization b ut it is safer to
conclude that it is an imp ortant dimension o f globa lization.
Like developments in the rest of the world, containerization has also gripped
Canada. Canada's first container port was opened in Montreal in 1968. From
1986 to 2006, the volume of containers through Canadian ports increased from
1.13m TE Us to $4.309m TEU s. Over the last few years the growth has been
spectacular. It has led to billion dollar investments in projects like the Pacific
Gateway, the Atlantic Gateway and Prince Rupert Port and new terminals at
Robert B anks, M elford and S ydney should be co mpleted in the new future.
Besides increasing capacity at ports, the efficiency of the container transportation
system depends on network efficiency together with regulations on containers and
container shipping. The effectiveness of the network is undermined by poor
integration within and throughout the system. Restrictions on domestic use,
entry/exit and custom s duty have a sim ilar effect. Fu ture directions to enhance its
effectiveness and retain its co mpe titiveness in N orth America include investment
in advanced security technology and intermoda l infrastructure, use of information
technology along the supply chain to share information and mode rnizing the
regulatory fram ework.
Finally, the trend of the co ntainer industry b ecoming m ore o ligopolistic on some
routes has implications. Theory suggests that higher concentration can lead to
econom ic inefficiencies, both in the form of an increase in the deadweight loss to
the econ omy, as well as to an increase in rent-seeking behaviour an d anticompetitive activities. On the other hand, greater concentration can also m otivate
firms to maintain their market power in positive ways, such as by investing more
resources into research and development. Therefore, the net effect of increased
concen tration depends, in part, on the significance of consumer switching costs.
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A P P E N D IX 1
Ta ble 1 - M ajor C arrie r/G roup s Sha re of S hipping Ca pac ity (July 2007)
Carrier/Group

Rank

TEUs

%

Charter

APM

1

1, 805, 005

16.1

924491

CKYH Alliance*

7, 11, 13, 15

1, 302, 080**

11.6

826574

Grand Alliance@

5, 9, 10, 23

1,242, 587@ @

11.1

508904

MSC

2

1,146, 291

10.2

New World Alliance#

8, 12, 18

CMA CGM

3

Other Carriers (in top 20)

4, 6, 14, 16, 17, 19, 20

Other Carriers (not in top 20)

21- (ex 23)

890, 845# #

TOTAL

8

NA
537163

808, 159

7.2

NA

2, 104, 547

18.8

1059163

1, 898, 957

17

11, 198, 471

100

* CKYH Alliance=COSCO, Hanjin Shipping Group, K Line, and Yang Ming. **TEUs of members=424,237, 340,678, 283,798, and
253,367.
@ Grand Alliance = Hapag Lloyd group, NYK group, OOCL, and MISC Berhad. @@ TEUs of members=490,700,
346,072, 341,823, and 63,992. # New World Alliance= APL, MOL, and Hyundai. ## TEUs of members=366,209, 321,727, and
202,909. Source: American Shipper, September 2007, pp. 67-71.
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