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This paper will show how alliance members can substantially reduce costs by sharing equipment fleets;
while maintaining confidentiality of sensitive information and keeping control over shared equipment.

Global container handling trends

In September 2008 the global container population had exceeded 25.4 million TEU (Twenty-foot
Equivalent Unit). It is estimated that on any given date, at least 1.5 million TEU of empty containers are
sitting in yards and depots around the world waiting for use.

Other estimates suggest that most containers are only being utilised for revenue generating voyages an
average of 33% of their lifetime.

Despite a plunge in freight earnings, 2009 world container handling figures remain similar to 2008.
Projections indicate that the international vessel fleet size will continue to increase as new builds are
being added to accommodate the increase in trade demand for 2010 and beyond. This is an indication
that the volume of empty containers that need to be handled in 2009 will be at least at the level of 2008.

Market estimates are that empty container volumes will grow by a minimum of 5%, with no reduction in
moving costs, unless new strategies are adopted.

With diminishing world resources and a global economic crisis, new ways must be found to utilize the
existing number of containers in more efficient and cost effective ways.
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Figure 1: Stagnation of world container handling in 2009 compared to 2008. However empty
equipment handling will be over 100 million TEU.
Source: Deutsche Bank Research, March 2009.
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The challenges of common empty
container management

The slow and out-dated communication process.

Since the beginning of containerization, the industry has seen a general increase in productivity,
efficiency, safety and reduction in service time. Despite these achieved efficiencies, inter-modal container
transport has suffered from the chronic trade imbalance. This highlights the ongoing need for effective
container logistics management and repositioning at various geographical levels.

Various supporting tools for instructing empty container moves have traditionally been used to communi-
cate within ocean carrier organizations and provide connection among local offices, regional and global
equipment managers.

Twenty years ago ocean carriers adopted the fax machine to perform this communication. Very soon
faxes were replaced by e-mailing which made communication faster. However, e-mailing is far from
being an ideal container supply chain technology, in terms of the information visibility, clarity and speed
that is increasingly essential during these challenging times. Too much time and accuracy is lost by a
system that is based on messages that may not be completely understood, and then waiting on replies
which may compound misunderstandings. This means that faulty and delayed decision making may result
and cause unnecessary costs or loss of potential revenue.

Lack of visibility jeopardizes alliance strategies

Alliances for equipment interchanges have been agreed in principle among the ocean carriers to reduce
the need of empty container moves to or from a specific locations. The concept behind these agreements
is very simple: although most of the ocean carriers experience surpluses or deficits in the same regions,
each ocean carrier executes its own plans to move their empty equipment, at different times (different
days or weeks); using different routes (with various transshipment requirements); different quantities
(depending on forecast timeline, imports being returned,and other factors) as well as different vessel
capacities. By combining all these variables within a group of ocean carriers, many planned and costly
equipment moves become unnecesary.

However, the majority of ocean carriers are still moving their empty equipment with a lack of the visibility
which would enable them to compare daily empty container planned moves with the planned moves of
their partners or alliance members. They are therefore unable to adjust those moves based on the most
cost-effective use of common resources (containers and vessels).

Sensitive information exposure

Ocean carrier alliance members that are unable to co-ordinate empty-equipment move plans due to their
use of limited communication tools find themselves at a disadvantage. They are subsequently forced to
share sensitive information such as stock needs (deficit of containers) in order to match those needs with
other carriers' inventory (surplus of containers). This exposure may result in compromising future
business and profitability.

Empty equipment move planning is the result of several variables and not only a surplus or deficit
situation. An effective empty equipment move plan involves empty equipment going to transshipment
ports and/or a convenient use of open vessel space and/or the sum of all deficit and surplus needs of
a country.
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Solution: Instructing empty container moves

using a Container Management Network.

The use of a common platform to provide supply chain visibility would offer a significant improvement on
empty equipment move communication. The use of a Container Management Network would be very

valuable in reducing the amount of empty container moves among alliance members.

The following chart shows the potential revenue savings:

Operator

Market
Share (%)

Containership
fleet (TEUs)

Container
handling
(Million TEUs)

Empty container
handling
(million TEUs)

Empty container
handling cost
(million USD)**

18% reduction empty
handling (saved in
million USD)**

Top Carrier A

3.72

502,641

19.0

3.8

455

82

Hanjin Shipping

2.84

373,995

14.5

2.9

348

63

Yang Ming Line

2.43

318,035

12.4

2.5

297

53

K Line

2.41

316,120

12.3

2.5

295

52

CKYH Alliance

11

1,510,791

58.1

11.6

11395

250

Sources: Drewry Consultant, Deutsche Bank Research and AXS-Alphaliner, May 2009.
** Estimated by Container Consultants & Systems (CC&S), 18% container handling reduction has a 250 million USD impact.

www.containerconsultants.com

The use of a Container Management Network will offer the following benefits:

- Whenever a user plans to move empties, all interested parties (local/regional equipment, capacity/vessel
and commercial depts.) have clear visibility of all the factors and issues and can work simultaneously to
find the best solution. This is a certain advantage over the traditional step by step method and will
reduce errors and misunderstandings while saving time and money.

- Easy access to overall visibility of your empty container repositioning plans (global, by area, by port, or
by vessel) enabling you to react more quickly to changing requirements and make new plans.

- Statistics can be generated as required; (global, regional or by port) which will clearly highlight the
difference between what was planned and what was executed.

- Only the parties authorized by the equipment management - such as equipment departments, capacity
departments and vessel planners - have access to the information. The user can also determine the level
of visibility (privileges) each party has access to. This helps to safeguard sensitive and confidential
company information.

- Users are able to make the best use of resources by the increased planning possibilities made available
by the enhanced information available.
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- Significant reduction in expensive empty container moves. Use third party vessels to skip transship-
ment ports (slot chartering), let your trusted companies move your empties (container interchange);
transfer your leased container to other carriers (direct interchange).

- Receive cost reduction options suitable to your needs directly from partners, non-partners and providers
without contacting third parties.

- Create new business opportunities with your available vessel space by moving empties from the other
members of our collaborative platform.

What to look for in a common empty equipment
management tool

Known network: The option to select your partners and know who you are doing business with at

all times.

Counterpart visibility: All counterpart information should be provided before container/slot exchange

is executed.

Enabled transparency: Displays the complete range of available options for slots or containers that
match requirements.

Flexible re-delivery options: Regularly updates and advises of new available return locations, enabling
the return of equipments to owners more quickly.

Useful tracking options: Alerts users when containers rented to another carrier are located in a
port/depot where you plan to move to.

Mv-Fleet approach

1. "ABC" carrier inputs latest data of container move requirements in order to send instructions to staff
within the organization.

2. Mv-Fleet performs a system search to find if there are any alternative options within the network with
partner carriers, leasing companies and/or charters.

3. Mv-Fleet advises users of all possible matches, providing important information such as whether the
match is with a designated "trusted company" or not.

4. "ABC" carrier chooses the fastest and most economical option to fulfill requirements and approves the
match.

5. Mv-Fleet advises the other member of the network that a match has been approved with their
equipment.

6. With "one click" each carrier then proceeds to send instructions to carry out new cost-saving
equipment move plans.

7. Unnecessary equipment moves are significantly reduced, time is saved, costs are cut and profits
increased.

8. The carbon footprint of the entire container shipping industry is greatly reduced measured by Mv-Fleet
and reported to Mv-Fleet members. &
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