
Prologue

Without the container the global village would still be a concept, not a

reality, because manufacturing would still be a local process.1

C. C. Tung, CEO of Orient Overseas Container Line (OOCL), 1997

A dynamic but challenging industry

For many, 2008 was a good year – even for some in the shipping industry,

with growth in both their businesses and profits. But 2008 was a very tough

year for Maersk Line.

Three years earlier, Maersk Line had started the acquisition of a

major competitor, P&O NedLloyd. Following approval by the authorities in

February 2006, integration proceeded quickly and everything was to be in

place within six months. Enormous efforts were made by both organisations

to merge the numerous offices around the world – Maersk Line alone had

325 offices in 125 countries.

The newly merged organisation had grown to over 30,000 people from

the 22,000 originally in Maersk Line. The fleet had expanded similarly,

from about 350 container ships to a fleet of over 600, both owned and

chartered. Structuring the fleet network, already a challenging task, now

became very complex.

The acquisition, the sixth and largest over the 20-year period from 1987

for Maersk Line, had set out to retain employees but, as importantly, it

aimed to retain the customers of both companies. The plan was to grow the

customer base with a now unbeatable range of container services, global

port coverage, terminals and inland transport capabilities (road, barge, rail

or any combination of the three).

The company knew that the biggest challenges would be experienced by

the people at the front end of the business whose role was to work with

customers on a minute-to-minute, day-by-day basis. These critical roles

involved taking bookings, arranging equipment to be in the right place at

the right time, responding to queries, issuing essential documentation and

collecting freight that was due.
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The planning, preparation and action plans were a global effort.

The company recognised that, realistically, things were unlikely to go

completely smoothly, but expected that they could be managed. As 2006

ended and the new year began, however, it became clear that some serious

challenges remained.

With the major integration process underway and a technical platform

that was still being enhanced, service delivery issues were causing

increasing concern across the global customer base and with management

in Copenhagen, notwithstanding the efforts and commitment of thou-

sands of people all around the world. No number of quick fixes would

get the process back on track quickly. Some substantial changes were

needed.

They began with the management team. In July 2007 the existing dual-

CEO role from 2001 was slimmed to a single CEO, and a new management

team was put together. New action teams were instituted to get to grips

with the underlying causes of the existing challenges, and the development

of a new strategy was initiated.

Then, 18 months later, as the year 2008 turned, the global financial

crisis hit and world trade began to collapse: global shipping volumes

dropped by an unprecedented 20 per cent in one year. Eivind

Kolding, then CEO of Maersk Line – the world’s largest container

operator – described the situation in which he found himself in mid

2009:

At that point in time we were losing at least $3–4 million a day and I had to go to the

Board in February or March and say we’re not going to make a small profit as

budgeted; we’re going to lose $1 billion. We felt we had bottomed out because it had

never been worse.

But it continued, and in June, when driving home, I knew that over the day, we

had probably lost another $9 million.

That month, I had to tell the Board that, well, I told you a $1 billion loss in

March. It’s going to be $2 billion. And that of course, can keep you up a little bit

at night.

But, however desperate it was, I still had the confidence that we would pull

through.2

The contrast between this account and that of C. C. Tung, with which this

prologue opens, could not be more striking. Yet both views are part of this

story, one that began for Maersk over a century earlier when the A.P.

Moller company was formed. By 2008 Maersk had been in liner shipping

for more than 80 of those years.

The main subject of this book is the past 40 years of the company’s

history, from 1973 to 2013.

2 Prologue

www.cambridge.org© in this web service Cambridge University Press

Cambridge University Press
978-1-107-03781-6 - Creating Global Opportunities: Maersk Line in Containerisation 1973–2013
Chris Jephson and Henning Morgen
Excerpt
More information

http://www.cambridge.org/9781107037816
http://www.cambridge.org
http://www.cambridge.org


Early in 1973, Maersk took the decision to join the container revolu-

tion. The investment this entailed was the single largest the company

had ever made. By late 1974, Maersk Line was looking ahead to the

first year of operation of the new Far East–US–Far East container service

that was to be launched in 1975. The projections involved handling

just over 30,000 40-foot equivalent containers (FFE or sometimes FEQ).

On a like-for-like basis the number handled in 2011 would top eight

million.

Projections were in 40-foot equivalent units rather than the industry

standard of 20-foot equivalents (TEUs). Although TEU was established

as the global industry standard in 1964, in the US trades with Asia the

majority of containers moving were either 40-foot or, in Sea-Land’s case,

35-foot. As Maersk Line was learning from the carriers in these trades, it

was natural to use 40-foot containers as the standard.

That 1973 decision was to take the A.P. Moller company from being a

relatively small player in a relatively small Scandinavian country to being a

major player in liner shipping and today, the world’s largest in container-

ised liner shipping. It was to help shape the industry over the next 40 years,

while the industry would provide a platform on which much of what would

be called globalisation could take place.

The quiet revolution

The advent of the container and the innovations within the shipping

companies and shippers connected with it has rightly been called a revolu-

tion. It began in 1956 when Malcom McLean, who was to found Sea-Land

in 1960, organised the first seaborne container transport from Newark to

Houston. It was a slow revolution at first, but by the time Maersk Line

joined, it had already picked up considerable speed. This quiet revolution

was to have a profound and wide-ranging impact on the shipping industry,

global commerce and developments in world trade.

As Adolf Adrion, CEO of Hapag Lloyd, commented in 2006, ‘the box

became both the driving force behind, and the beneficiary of globalisation

as an ongoing process. Scarcely has any other industry achieved such high

and continuous growth over a period of 40 years.’3

Some of the main themes of this book are reflected in the challenges

recounted by, and contrasting statements provided by Eivind Kolding, C. C.

Tung and Adolf Adrion – and it might be expected to find these corrobor-

ated in a wide range of books on globalisation.

However, the opposite is generally the case. With very few exceptions,

the limited references to shipping that can be found tend to refer to an
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earlier revolution – the change from sail to steam in the late 1800s. The role

that containerisation has played is poorly researched and documented, and

even less well understood. As academics at Copenhagen Business School

have stated,‘the theoretical and empirical literature on the role of transport

in economic development is surprisingly weak. In general, transport is

acknowledged to play an important role as a facilitator of economic

development; however the role of transport remains ambiguous and sub-

ject to shallow interpretation.’4

The aim of this book is to help fill this gap in the market and to appeal

to a wide audience, including shipping people, both inside and outside

Maersk Line – ‘shipping people’ in the broadest sense, from Maersk Line’s

customers globally to those working in the various parts of the supply

chain, including the freight forwarders and logistics suppliers, warehous-

ing and airfreight companies. The book covers the development of

Mercantile into Maersk Logistics and then Damco and the development

of APM Terminals – two ‘beautiful swans’ as one of our interviewees called

them, evoking Hans Christian Andersen – outcomes of the development of

Maersk Line over the last 40 years.

Apart from research that we have conducted in our own Group arch-

ives, we have also reviewed the archives of Sea-Land, now in Charlotte,

North Carolina, and material from the P&O archives relevant to this

story.

We conducted over 80 interviews with a wide range of people, not only

those inside Maersk Line, but also those with Safmarine, Sea-Land, P&O

and NedLloyd, and those from the merged P&O NedLloyd. We talked with

young and old, those relatively new to the business and those who have

retired from it; including people in North America, Africa, Latin America,

Europe and Asia, as well as people in Maersk Line’s corporate headquarters

in Copenhagen. And we talked to a range of customers, some of whom

have been moving goods internationally over many years, more often than

not with Maersk Line.

While the research generated a wide range of new material, this book is

also unique in that it is the first time most of the stories have been told.

The A.P. Moller – Maersk archives are private and the Maersk Line records

have never been made available to external parties.

While Maersk Line has compiled extensive data about its competitors and

the industry in general over the years, we decided not to rely on our own

information but to have leading experts in the industry provide their views

and their more neutral analyses and input. Containerisation International

(www.ci-online.co.uk) andLloydsList (www.lloydslist.com) inparticular have
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been very supportive, providing access to their archives and material

covering most of the years of interest.

Similarly, Lloyds Register in London has not only conducted research

for us, but has answered all our perplexing questions, providing us with

extensive material from its world-renowned archives.

Maersk Line has extensive reports on markets, country develop-

ments, commodity movements and general economic development,

but rather than rely solely on this material, we commissioned research

from the independent Economist Intelligence Unit, and this forms the

core of the macro-economic data that is presented throughout the

book.

Those interested in further information, for example on trade statistics,

commodity movements, changes in trade flows and other details from

1950 to 2010, with projections to 2030, will find it on the website that

supports this book. See: www.creatingglobalopportunities.com.

This website is available for the general reader as well as for ‘tomorrow’s

shipping people’, those who are studying or contemplating a career in this

fascinating industry.

It is therefore our hope that this book will contribute to the general

understanding of the role of shipping, and low-cost, reliable container

shipping in particular, in supporting and facilitating the development of

globalisation, a process that we believe, with all its pitfalls, has contributed

to lifting millions of people out of poverty.

Structure

The main text of the book is accompanied by statistics and graphic data and

a number of boxes in which readers can find more detailed information.

A glossary of terms is provided at the front of the book, while references

appear at the end.

The book covers developments at three different levels. The first is the

level with which we, as authors, are most familiar – the transition of

Maersk Line from being a relatively small liner operator in the early

1970s to becoming the world’s largest container operator.

The second level puts this development into a broader context, drawing

parallels and considering benchmarks against other carriers and the con-

tainer shipping industry at large.

The third level puts the industry into the context of globalisation, tracing

some of the developments in products and world trade, the rise of the

Structure 5
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‘Asian Tigers’ (Hong Kong, Singapore, South Korea and Taiwan) and, later,

the opening up and expansion of China, the factory to the world.

This third level is doubly important because while shipping has acted as

a facilitator for globalisation, it is the principles and practices behind

free and open trade that have enabled the industry to respond and

play this role. Over the years, a number of challenges to free trade have

been noted, from conferences working with restrictive shipping practices

to legislative activity that imposes trade restrictions and ultimately

encourages protectionism.

While developments are traced broadly in chronological order, there are

four themes that play throughout the book.

Shipping and globalisation

Some would say that free and open trade has existed since the time of the

Phoenicians. We look at the globalisation that has surfaced in relation to

liner shipping during the more recent past and trace their implications,

such as the role of conferences, UNCTAD and others.

Key developments in world trade are illustrated, and some of the main

changes discussed, such as the initial expansion of the east–west, then

north–south and more recently south–south trades.

Innovation

The shipping industry is not often characterised as being innovative – at least

not when compared with the speed of innovation seen in more technologic-

ally advanced industries such as telecommunications and mobile phones.

Yet innovation for the customer emerges as a significant theme. Overall

these have added up to major changes in the way the industry operates, the

way it has developed and the way it responds to its customers.

The globalising company

In 1973, Maersk Line had offices in five countries: Denmark and the United

States (established in 1919), Japan (1948), Thailand (1951) and Indonesia

(1958). By 2007, 35 years later, Maersk Line had offices in 325 cities across

125 countries. Was the company really global by that time? And what were

the implications of this development?

Pursuing this theme, the book explores some of the developments in

Maersk Line’s relationships with exporters, importers, freight forwarders

and other suppliers to the industry. The way that companies buy, build and
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sell their products has changed substantially over this period, whether they

are the world’s largest retailer or greatest producer of cars. Meeting the

demands of the globalising consumer, not just in the more developed

economies, but increasingly in Asia, Latin America and Africa is reflected

in the rising volumes in the south–south trades and has meant fundamen-

tal changes in production, supply chain management and distribution.

Container shipping has needed to adapt and reinvent itself to be able to

facilitate these developments. The book touches on the supporting role of

communications and technology, crucial enablers of change.

People

It is a cliché that the most important assets a company has are its people,

but without the people, this development might not have happened. We

look at the role of some key people in driving the development of both

Maersk Line’s business and the industry, examining selection, training and

development processes. How is it that an industry that is often character-

ised as male-dominated, traditional, family-owned, conservative and far

from the most glamorous in the world has been able to attract and retain

very special, high-calibre people over the years?

While the industry has been driven by people with vision, energy and

commitment to create and build successful companies, it is also sustained

by the energy and commitment of people within these companies, from the

junior customer service clerk in a front-line office in São Paulo, Brazil, to

the operations assistant in Shanghai, China and the HR manager in a

service centre in Pune, India.

These people respond to the needs of their customers, sometimes even

before the customers are fully able to articulate what those needs are. They

continue to facilitate the developments in world trade and globalisation

that consumers have come to expect, through the provision of sophisti-

cated yet low-cost, reliable container shipping.

A story to tell

The first 40 years of Maersk Line in containers is a story that flows from a

major investment decision, made by a relatively small company, which led

that company tobecome a substantial player in a global industry. It is the story

of people who have constantly challenged the status quo, and of an industry

that is developing and maturing while undergoing continuous change.

The story needs to be told now, while it is still fresh in the minds of the

people involved, including those who were there right at the beginning.

A story to tell 7

www.cambridge.org© in this web service Cambridge University Press

Cambridge University Press
978-1-107-03781-6 - Creating Global Opportunities: Maersk Line in Containerisation 1973–2013
Chris Jephson and Henning Morgen
Excerpt
More information

http://www.cambridge.org/9781107037816
http://www.cambridge.org
http://www.cambridge.org


It needs to be told because the role of container shipping in facilitating

global trade and globalisation is neither well documented nor well

understood.

Finally, it needs to be told because it is an exciting story of a journey

undertaken, frequently into the relative unknown, by a cast of thousands

on a truly global stage.
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1
‘Per Aspera Ad Astra’
A Bumpy Journey to the Stars

You have not been promised an easy way.

A. P. Møller

The backdrop to our story, and the first point of reference, is Svendborg,

one of the main shipping towns in Denmark, at the end of the nineteenth

and beginning of the twentieth centuries.

Many Maersk people are familiar with the phrase ‘It all began in 1904’,

which used to precede the presentation of the company’s activities in

glossy brochures produced in the 1980s and 1990s. Even though the A.P.

Moller Group was a much smaller company at the time, within the small

country of Denmark it was a large corporation. The ‘all’ signified the many

activities of the group, contrasted with its context within Denmark and

within a world of business that was not yet global in the way we under-

stand it today.

However, even in 1904, the perspective of the key players in the com-

pany and Maersk’s business activities was international. Maersk’s people

had gained international experience from the relevant markets at the time

and used that experience to establish and gradually expand the business.

Shipping in the early twentieth century

At the end of the nineteenth century, the Danish merchant fleet accounted

for about 2 per cent of world tonnage, which was dominated by Great

Britain, followed by the United States, Norway, Germany and France.

Denmark was a largely agrarian country with a substantial foreign trade

and, as a coastal country, naturally had a long tradition of crossing the

world’s oceans.1

Led by England and Germany, Europe’s manufacturing and agricultural

industries underwent significant modernisation and industrialisation

during the latter part of the nineteenth century, and shipping prospered

from increased international trade. Manufacturing companies imported
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raw materials and, as the super-national economy emerged, exported

finished goods, and so required transport providers.

The technologies that transformed manufacturing evolved into other

businesses and led to innovations that would change shipping companies’

ability to do business. The emergence of steamships and later motor ships

significantly supported the development of increasingly global trade

patterns. Fast, reliable transport would become a cornerstone in inter-

national trade, as it is today.

Stopford has identified four factors of great importance to these

changes:2

1. The steam engine, which freed ships from dependence on the wind.

2. Iron hulls, which protected cargo and allowed much larger ships to be

built.

3. Screw propellers, which made merchant ships more seaworthy.

4. The deep-sea cable network, which allowed traders and shipping

companies to communicate across the world.

Eventually, manufacturing industries required more raw materials from

abroad and many of those were obtained in the territories east and south

of Suez that had been annexed as colonies in previous centuries. The

growing trades presented new opportunities for shipping companies,

which took advantage of the technical innovations and set up regular

services to the new markets with relatively fast, specially designed ships.

These services would change the shipping industry for ship owners as well

as their customers. As the trading systems were refined they proved to be

‘as revolutionary as containerisation in the twentieth century’.3

International transportation of goods has not been the only driver of

globalisation, but globalisation would not have developed at speed without

the means for fast, reliable international transport. That story is part of this

book’s story, specifically the developments in the deep-sea liner business,

which grew from British shipping companies that had set up regular

sailings to the colonies in the nineteenth century, supporting trade and

communication between the far-flung countries of the Empire. Steamships

allowed the establishment of more reliable services, which were further

improved by the introduction of ocean-going motor ships from 1912.4

As international trade grew, shippers became more dependent on reliable

services and shipping companies began to specialise their vessels for the

liner business.

The increasingly internationalising market also had an impact on the

composition of the merchant fleet in the 1890s. Technical innovations

changed the competitive environment, and if they were to stay in business
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