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A B S T R A C T

This paper investigated if differences of the profits of the Korean and other global shipping 
companies were affected by the shipping route specialization. A panel data model was applied to 
nine shipping companies during the 2009-2015 period, to determine to what extent freight rate, 
bunker fuel prices, scale economies and chartered vessel ratios affected the profits.  The results 
showed freight rate exerted a significant positive impact and bunker fuel price a significant negative 
effect on the profits.  However, scale economies’ effects and chartered vessel ratios were 
insignificant or at best obscure, thus requiring a more in-depth study in this direction. 

Copyright © 2017 The Korean Association of Shipping and Logistics, Inc. Production and hosting by 
Elsevier B.V. T h i s  i s  an  o p en  a c c e s s  a r t i c l e  u n d e r  t h e  C C  B Y - N C - N D  l i c e n s e  
(http://creativecommons.org/licenses/by-nc-nd/4.0/). 

1. Introduction 

The global shipping industry is currently experiencing another sluggish 
market situation, and the current market situation of the global shipping 
industry is a phase of one of 20 boom-bust cycles that the shipping 
industry has ever experienced since 1734 (Stratfor, 2013). The most recent 
cycle started with a boom period beginning in 2004 until 2008 when 
global financial crisis hit and subsequently global economic recession 
followed, causing the bust phase of the current cycle. The current global 
hardship experienced by the shipping industry is across the market 
segments of tanker, container and dry bulk, and the hardship is also 
affecting shipbuilders as well as ship owners.  The freight rate plummeted 
ensuing the great collapse of world trade after the global financial crisis, 
and the industry’s hardships were further exacerbated by an oversupply of 
ships (UNCTAD, 2015). During these challenging times, shipping 

companies are making various efforts to overcome current hardships by 
pursing more efficient ways of reducing bunker cost including more 
frequent cleaning of hull and propellers of the vessels, slow cruising, and 
at the same time pursuing more economies of scale by deploying bigger 
ships to transport cargos. However, the ever-increasing size of vessels, 
especially in the container shipping industry, enables some large 
companies to engage in a race of lowering freight rates, creating even 
more pressure on the already depressed freight market. While pursuing 
economies of scale, the shipping companies are also forming alliances that 
in turn are altering the map of global shipping market. 

China’s two global container shipping companies, COSCO and CSCL, 
were merged into COSCO Container Group in response to the severe 
shipping market shrinkage and to the global shipping companies’ strategy  
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