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ABSTRACT

THE FACTORS AFFECTING CUSTOMER SATISFACTION IN CONTAINER
SHIPPING SERVICE SECTOR

Within detailed analysis of shipping service sector, which plays an important role
in terms of the development and juxtaposition of the countries at global level, certain
issues such as scope and ingredients of the service, a brief overlook to the container
logistics in this scope, market analyses, marketing techniques, and analysis of container

shipping service marketing are examined.

Container shipping sector, which is an ever-developing sector in the world and in
Turkey, contributes significantly to Turkish economy. A major amount of the total
export and import shipments in Turkey are handled within containers at ports. The
invention of the container provided opportunity for the combination of different
transportation systems (intermodal transportation) and thus it added a new dimension to
the transportation sector. It is very important that service provider companies in
container shipping sector as a service sector ensure customer satisfaction in order to be

succesful under today’s conditions of competition.

This study aims to investigate the effect of three factors of service marketing mix;
namely people, physical evidence, and process on customer satisfaction. Those factors
are critical elements that affect customer expectation which leads to customer
dis/satisfaction. Therefore, those factors are chosen and their effects are investigated in
this study. Given this aim, a survey was prepared by using exploratory and descriptive
research methods, which includes questions about three factors (3P’s), customer
satisfaction, and respondents’ profile.Survey responds (n:293) were collected via e-
mails from top and mid-line managers of export, import and freight forwarder

companies which buy container shipping service. The findings suggested that the most

il



significant factors on customer satisfaction are people and process. It was also found

that value added services have very limited impact on customer satisfaction.

Key Words: Container, Shipping, Service Marketing, Container Service in
Shipping, Shipping Service Marketing Mix, Process of Container Service, Customer

Satisfaction
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OZET

KONTEYNER TASIMACILIK HiZMET SEKTORUNDE MUSTERI
TATMININI ETKILEYEN FAKTORLER

Diinya iilkelerinin gelismesi ve global anlamda aktif rol alabilmeleri agisindan
onemli yeri olan denizcilik hizmet sektoriiniin detayli incelenmesiyle birlikte, hizmetin
kapsami1 ve igerigi, bu kapsamda yer alan konteyner tasimaciligina genel bakis, pazar
analizleri, pazarlama teknikleri ve pazarlama karmasinin konteyner hizmet pazarlamasi

ile analiz edilmesi konular1 {izerinde durulmustur.

Konteyner tagimacilik sektorii diinyada ve Tirkiye’de giderek gelisen ve Tiirk
ekonomisine de 6nemli bir katkida bulunan bir sektordiir. Tiirkiye’de ihracat ve ithalat
tagimalarinin 6nemli bir kismi,limanlarda konteynerlerle elleglenmektedir. Konteynerin
icadi, birden ¢ok tasima seklinin kullanilmasima (intermodal tasimacilik) olanak
saglamig ve bdylece tasimacilik sektoriine yeni bir boyut kazandirmistir. Bir hizmet
sektorii olan konteyner tasimacilik sektoriindeki hizmet saglayici firmalarin giiniimiiz
rekabet kosullarinda basarili olabilmesi i¢in miisteri memnuniyetini saglamalar1 ¢ok

Onemlidir.

Bu calisma, hizmet pazarlama karmasiin 6gelerinden insan, fiziksel kanitlar ve
siire¢ 6gelerinin miisteri memnuniyeti iizerindeki etkisini aragtirmayr amaglamaktadir.
Bu dgeler miisteri tatminine veya tatminsizligine yol acan miisteri beklentisini etkileyen
kritik 6gelerdendir. Bu sebeple bu calismada bu ogeler se¢ilmis ve miisteri tatmini
tizerindeki etkileri arastirllmistir. Bu amagla, kesfedici ve tanimlayici arastirma
metodlar1 kullanilarak bu li¢ 6ge, miisteri tatmini ve cevaplayici profili hakkinda
sorularin oldugu bir anket hazirlanmistir. Konteyner tagimacilik hizmetinden yararlanan
Tiirkiye’deki ihracatci, ithalatc1 ve nakliye komisyoncusu (freight forwarder) firmalarin
st ve orta diizey yoneticilerinden e-posta araciligr ile anket cevaplart (n:293)

toplanmistir. Anket sonuglarindan ortaya ¢ikan bilgiye gore miisteri tatminini en ¢ok

v



etkileyen faktor insan ve siire¢ faktorleridir. Diger yandan katma deger servislerin

miisteri tatmini lizerinde sinirh bir etkisi oldugu sonucuna varilmastir.

Anahtar Kelimeler: Konteyner, Denizcilik, Hizmet Pazarlamasi, Denizcilikte
Konteyner Hizmeti, Konteyner Hizmetinde Pazarlama Karmasi, Konteyner Hizmet

Siireci, Miisteri Tatmini
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1. INTRODUCTION

One of the main purposes of marketing is to understandthe customers’ needs. If
the customers are satisfied, they can lead the company to a competitive position
resulting in higher market share and profit. When the satisfied customers increases, they
talk about the products or services of the company in a positive way, and this positive
word-of-mouth attract new customers (Anderson, Fornell and Lehmann, 1994; Gupta,
Lehmann and Stuart, 2004; Lee and Feick, 2006; Rust and Oliver, 2000). Customer
satisfaction is also generally assumed to be a significant determinant of repurchasing
and customer loyalty. (Singh, 2006; Anderson & Sullivan, 1993) International
Organisation for Standardization (ISO) 9000 has recently adopted some changes that
include customer satisfaction, and its certified companies must collect and analyze data
on customer satisfaction and use them to enhance organizational performance (Bond &
Fink, 2003). Therefore, the aim of this study is also very important for container
shipping sector, and this study is one of the first studies about customer satisfaction in

this sector.

Most research on customer satisfaction has focused on satisfaction with
consumer goods and services. However, customer satisfaction is essential for lasting
survival and development of a business.Screening and observing customer satisfaction
and recognizing its underlying factors must be one of the main activies of any business.
Therefore, the purpose of this study is to recognize the factors that affect customer
satisfaction in container shippingsector in order to improve marketing activities, keep

the existing customers, and attract the new customers.

The reason for focusing on the container shipping sector is that %95 of the
general cargo is carried by seaway within the containers in the world. In Turkey, %85 of
the total volume of Turkey’s foreign trade transportation has been transported by sea.
And the container volume is %17 of total export and import shipments(TurkStat,
2009).Therefore, Turkish shipping has been oneof the significant industries in Turkey
with direct impactupon the economy(Yercan, 1998). Turkey enjoys a strategic location,

with the potential to play a pivotal role in regional and global integration.The important



energy, trade, and transport networks which connect west to east and north to south are
keys to unleash this potential. Turkey is located at the crossroads between Europe and
Asia. This geographical location enables Turkish ports to handle significant amount of
cargo between the Western and Eastern points. Cargo coming from Europe and America
are handled in transit to Commonwealth of Independent State(CIS) Republics, Iran,
Iraq, and the Balkans, and vice versa. Recent economic and political developments
throughout neighbouring regions such asthe Balkans, the Black Sea, the Mediterranean
Basin, the Caucasus, Central Asia,and the Middle Easthave further emphasized
Turkey’s role. Turkey is rapidlybecoming one of the leading actors in foreign trade in
the region and has extensive trade relations not only with the EU and OECD Member
Countries but also with the Black Sea Economic Cooperation (BSEC), the Economic
Cooperation Organization (ECO), with Central Asia, and the Middle East. Political
progress in opening markets and borders will facilitate Turkey’s trade and economic

growth (Comcec, 2011).

Maritime transport is one of the most liberalized sectors in Turkey, with a strong
private shipping sector. In parallel to the developments in maritime shipping sector in
the world and to meet the needs of Turkish maritime sector, Turkey’s investment and
policy priorities are structured as following: Turkish merchant fleet, Turkish ports,
cabotage, financial policy, safety and security, protection of the environment, maritime
education and training, and new maritime trade links.Unique geographic location of
Turkey offers important multi-modal transport opportunities. All of the major ports are
accessible by railways with a storage capacity of 2 million tones and total throughout
around 46 million tons per year. With over 8000 kms of coastline, Turkey has five ports
which have been registered as international ports and container terminals by the
European Agreement on Main International Combined Transportation Lines and
Related Facilities (AGTC).It is aimed that until 2023 one of the ports of Turkey would
be among the top 10 ports in the world with respect to handling capacity. It is expected
that, through necessary investments, the total container handling capacity of all Turkish
ports would be 32 million TEU(Twenty-foot Equivalent Unit)/year(Comcec,
2011).Historically, as a maritime country, Turkey attaches great importance to its

shipping sector.



Classic maritime transportation from port to port hasbeen changed by the
invention of container in the Turkey as well as in the world. Any kind of commodities
can be transported with these standart boxes at the lowest possible prices.
Containerization is the best way to streamline distribution.In line with the estimations in
global containerization trend, it is expected that over 60 percent of all cargo handled in
Turkish ports will be containerized by 2020. This represents an approximate container
volume of about 20-25 million TEU. This volume will be supplemented by the growing
volume of container transport carried by rail and road(Comcec, 2011).Container
shipping sector has an important role in Turkish shipping sector and is considered to be
catalyst for economic development. This sector was chosen for this study due to its
significant importance to the economy. Adam Smith pronounced the economic
significance of the shipping sector saying that it offers a cheap mode of transportation

helping to open up larger markets (Economy Watch, 2010).

There are many local and global container shipping companies in the Turkish
container shipping sector. The competition is high in the market, and an effective
organisation and management is very necessary in order to be one of the major players.
Vessel makes money as long as its propeller turns and has cargoes on board. The
shipping company needs to find cargoes constantly and waiting times at ports for
loading/unloading must be as short as possible. In order to provide cargoes for each
voyage of the vessel, the shipping company has to be technicallay well-organised and
havean effective marketing strategy (Ece, 2006).The marketing of shipping companies
activating in merchant shipping is the science of business-to-business marketing which
deals with the satisfaction of shipper’s needs for the carriage of goods by sea, with the
main aim being the profit of the enterprise. This satisfaction can be generated by correct
marketing strategies(Plomaritou, 2008).The more the shipping company tries to
understand its customers’ requirements to adapt, to offer appropriate transport services,
and to negotiate the freight, the more the possibilities are to achieve the most
appropriate, efficient, and long-lasting commercial operation of its vessels. This study
aims to understand the factor that effect customer satisfaction in container shipping

sector in order to have long-term and regular business.



A company achieves its marketing objectives by its marketing strategies which
are related to the tools of the marketing mix (Kotler, 2000).The concept of marketing
mix has attracted attention from both academics and managers and has widely been
widely in the marketing dicipline (Bartels 1983; Shapiro 1985; Van Waterschoot & Van
den Bulte, 1992).The marketing has been defined as the controllable variables the
company puts together to satisfy target markets and achieve the company’s objectives
(Bitner, 1991). By this definition, the marketing mix includes any and all the elements
that may potentially satisfy the customer. Underlying the marketing mix definition is the
unmentioned assumption that the satisfied customers are the potential repeat customers
who may eventually have long-term relationships with the company(Bitner,
1991;Rushton & Carson, 1989).Despite the increasing literature focused on services
marketing in general, there is a lack of literature explaining the application of marketing
mix theory in shipping services (Plamaritou, 2008).In this study, marketing mix (7P)
was matched with the container shipping service marketing and a survey was conducted
in which 243 business customers who have export/import shipments via container
shipping companies in Turkey participated. The new marketing mix elements,
namelypeople, physical evidence, and process were chosen.These additional elements
beyond the traditional 4Ps distinguish service firms from manufacturing firms (Yelkur,
2000).The expanded mix explicitly recognizes the role of service firm personnel and
customers in the service delivery process by using its physical evidences which are
proof of shipping service. The new mix variables will influence customers in terms of
whether or not service marketing impact is appreciated and managed. It is very
important for marketers to understand the importance of adapting to customers through
marketing concept. This manuscript deals with one aspect of that adaptiver process:
customer service satisfaction. Customer can evaluate his/her satisfaction level according
to the service experience through the marketing mix. The critical elements in the
services marketing mix that influence customer satisfaction being physical evidence,
people, and process (Yelkur, 2000).The aim of this study is to develope a model that
suggests the effects of additional elements of services marketing mix (3Ps).Thus, in
order to draw attention to them, the participants werequestioned about their ideas and
satisfaction of their most preffered shipping company’s services related to its people,

physical evidence, and process.At the end of evaluating the results of the survey, it is



expected to reach significant factors that affect the customer satisfaction in container

shipping sector.

This study makes several contributions: first, the container shipping sector is
evaluated in the frame of services industry; second, the key definitions concerning the
shipping marketing mix and the dynamics of the container shipping services are
introduced; third, the situation of customer satisfaction about people, process, and
physical evidence are determined according to the results of the survey.

The literature of this study consists of four main parts. The first part evaluates
the container shipping sector as a service sector depending on the existing literature.
The features of the container shipping service are explained. The second part gives
details about the background of the container shipping sector. The place of it among
other transportation systems, elements, and units in the sector are told. A general view
of market analysis are mentioned in this part. The third part explains the shipping
marketing strategies through services marketing mix. Each element of services
marketing mix are explained and matched with the container shipping service elements.
In the fourth part, the importance of customer satisfaction is emphasized. After such a
review on literature and container shipping sector, an exploratory and a descriptive
research take place in the methodology part. The exploratory research aims to
understand the factors of the container shipping service that influence customer
satisfaction in Turkey. Sector experts and 30 people who work in this sector contribute
to the exploratory research of this study with in-depth interviews. Then, the descriptive
research, namely a cross sectional survey is implemented to gather information on a
sample of the top and mid-line managers (N = 293) of export, import, and freight
forwarder companies. Adapted from the existing literature, a research model is
constructed and tested. Research finding is followed. The discussion part includes the
comparision of the literature with the research findings. Conclusion part offers
implications in the sector. Considering the literature review, survey results and
discussion part, the important issues are emphasized. Future research propositions are

also offered in the conclusion part. The final parts are appendices and references.



2. SERVICES

Service is described as a deed, act, process or performance that is required to
make investments in numerous assets, people, technology, and materials in order to
create added value and provide benefits for customers (Lovelock,1983; Gilmore, 2003).
It is not a tangible product that can be seen or touched such as consumer goods but it
can be experienced. Service offers the complement of benefits to the customers through
temporary possesions instead of ownership in order to increase or keep customer

satisfaction (Olug,2006; Lovelock & Gummensson, 2004).

Services are all around us. In the simplest term, we are the customers; we use
services everyday in our daily life such as bus/metro/taxi for public transportation,
restaurants for eating, gsm operators for communication, banks for money transfers,
cinemas and museums for entertainment etc. Almost every item includes service
offerings. For example, when we buy a laptop in a computer store, we expect helpful
and knowledgable employees, a service for installing programs on a new computer, a
good after-sale service, and polite and interested employee to handle our complaints
without charging any cost. In today’s competitive and economic conditions, customers
notice their own value in the eye of firms and they seek for offerings more than they

expected (Gongalves, 1998).

The definition and the scope of the service is wide. Service includes all
economic activities whose output is not a physical product, cannot be stored but just
consumed at the time when it is produced, and create added value in forms in order to
fulfill a demand (Quinn, 1987). Service can be an organization as for-profit business
structure or not-for-profit structure within the service sector, i.e.., a restaurant, an
insurance company or a charity. Container shipping service is an economic activity
which target to make profit. Its output is not a physical product but a benefit for
customers by moving their goods from point A to point B. Service can be a core product
like commercial output of a service organisation, i.e.,. a bank account or an insurance
policy. Service can also be product augmentation to enhance the delivery of core

product, i.e., provision of a courtesy car, complimentary coffee at the hairdressers.



Service can be product support that is any product-oriented or customer-oriented
activity that takes place after the point of delivery, i.e., a repair service or up-dating
facilities. Service can be just an act as a mode of behaviour such as helping out and
giving advice. Service can be one or all of these (Gilmore, 2003).Core product of
container shipping service is port-to-port transportation of commercial goods in
containers. Door-to-door service can be product augmentation to enhance the delivery
of goods. It creates value for customers such as time saving and money saving by
organizing the transportation process instead of customers. Besides, it makes a major
contribution to foreign trade.

Container shipping service includes three stages like all services, such as service
before purchasing, service during purchasing, and service after purchasing. Services
before sale include limited information and suggestion which is provided to the
customer. Service provider tries to understand needs and wants of the customer, give
information about the costs, and propose an offer to the customer. Services during sale
include detailed information about product/service, supplementary services,
chracteristics and components of the service, utilization, and usage. All services must be
provided in terms of the ease of business at this stage. After-sale services include any
help or supply related to the sold product/service. The purpose is to create customer

satisfaction and positive word of mouth (Caglar, 2005; Lovelock&Wright, 1999)

2.1. FEATURES OF SERVICES

Service is an important part of the product, and it increases the competitive
advantage of the product. Customers prefer buying products with supplementary service
elements rather than others which are lack of service. Firm’s aim is not only to get
customers but to keep them for a long time. They try to establish relationship with
customers. The firm sustains its position among competing offers over time. Firms
cannot survive without focusing on service quality beyond product. Quality is how the
offer gains uniqueness and value in the eyes of the customer. Developing relationships
with customer helps the firm to understand customer and evaluate their own

performance. Customers’ feedbacks are so valuable. Their complaints help to monitor



service performance and refine it. Satisfied customers help to keep standards and to
make innovations. The firm can motivate succesful employees by rewarding according
to the customers’ feedback. The most important issue is to determine what is important
for customers. There are differences between products and service. In order to serve a
better service to the customers, service must be well-understood. Services differentiate
from products by their characteristic features. They require a different type of marketing
and a different marketing mix. Many of the strategies, tools, and frameworks are
developed to address these characteristics. These characteristics are not unique to
services but they are also relevant to goods (Cabuk & Yagci, 2003; Priluck, 2003;
Mucuk, 2004; Christopher, Payne,& Ballantyne, 1991; Rafiq & Ahmed,1995).

2.1.1. Chracteristics of Services

Main characteristics of services are intangibility, heteregenousity, inseparability,

and perishability (Parasuraman, Zeithaml & Berry, 1985).

The most basic distinguishing characteristic of services is tangibility because
they cannot be seen, felt, tasted or touched as opposed to goods. So customers take
physical evidences into consider while evaluating services such as physical atmosphere,
staff, equipments, communication tools, symbols, and price of the service. In this
regard, service providers make their service more tangible with the help of physical
evidences. Intangibility causes several marketing challenges. Demand can change in
time; however, services cannot be inventoried. Services can be copied easily by
competitors; however, they cannot be patented easily (Zeithaml & Bitner, 2009; Kotler,
2000; Gongalves, 1998) Container shipping service is intangible; customers cannot taste
it or touch it. However, customers can see and feel it with the help of the physical
evidences such as containers, vessels, vessel schedules, product lines, price tariffs,

employees.

Most services are heteregenous, their performance often change from service
provider to service provider, from customer to customer, and from time to time. The

focus of this characteristic is standardization. It is hard to standardize the output of the



service, because people are involved in the provision of services. The employees deliver
the service and their performance may differ from time to time. If inputs differ, outputs
cannot be standardized. Although service procedures can be standardized through
human input or usage of technology, implementations vary from buyer to buyer. Then
heterogeneity occurs because any two customers are not just the same and each can
have unique evaluations. Therefore,the quality-price relationship is complex. Services
are relative upon each customer’s perception. Quality depends on many factors that
cannot be entirely under the control of the service provider. It also depends on the
ability of customer to express their needs, the ability, and willingness of the personnel
to satisfy those needs, the mood of the customer, and the level of demand for the
service. Service providers must work hard to increase standardization for consistent
service quality for unique customers, but also be flexible as per changing needs of the
customers. Perharps there will be a standardization of services through the increasing
use of service technology at the expense of personalized service and through the giving
importance to the trainings and education of employees (Cengiz & Pirtini, 2008;
Zeithaml & Bitner, 2009; Rathmell, 1966; Vargo & Lusch, 2004; Yelkur, 2000)
Container shipping service is a heteregenous service depeding on employees’ mood,
customers’ expectations, service providers’ offerrings, and force major issues such as
bad weather affecting transit time and operations at ports. Performance can change from
time to time, from customer to customer, from shipping line company to company, and
from employee to employee. Standardization may be provided by using the
technology(e-commerce, pricing programmes, and web sites, etc.). However, at this
point, customer profile is important. Shipping company should know about its
customers’ needs and abilities. The real question is that whether the customer really
wants such a service or if they are able to use technology easily. Do they ask for a

human support or technology support?

Production and consumption of many services are inseparable (Carmen &
Langeard, 1980). Whereas goods are produced first, then sold and consumed, services
are first sold, then produced and consumed. It emphasizes that service producer and
customer must interact simultaneously for the service to be delivered. Both the producer

and customer are required to be at the same place at the same time. This is also called



simultaneity. From a marketing perspective, the managers should try to reduce the
dependency level upon people. Internet banking is a good example of that; today most
of the bank transactions can be done through internet. Most of the people are busy with
their own business within working hours of banks and take the advantage of technology
without going to banks or any other interference. This feature of service focuses on
Lovelock’s criteria of “people as part of the product” and “greater involvement of
customers”. Even they do not see each other, they are in an interaction such as speaking
on the phone, corresponding through e-mail, and exchange papers etc. The quality of
service and customer satisfaction depends heavily on what happens at “real time”,
service provider is always “on-air” and cannot stop or rewind. They must be careful
about the actions of the employees and the interaction between the employees and the
customers. On the other hand, feedbacks can be received easily and response is given
faster to the customers. This feature makes the customer role of coproducer more
possible. The customer is involved in and observes the production process. Forward
looking companies can gain competitive advantage by challenging the conventional
wisdom and coproduction with great involment of the customers (Zeitham & Bitner,
2009; Vargo & Lusch, 2004; Gongalves, 1998; Zeithaml, Parasuraman & Berry,
1985).In container shipping service, production and consumption are inseperable; in
other words, employee and customer must interact simultaneously for the service to be
delivered. Technology can decrease this dependency by online pricing, online booking,
and online documentation. But the same question is still there: Do the customer really
want this? Are they able to use online services easily? Is it easy to get used to this?
Shipping companies must identify their customer profile well; they can provide
trainings for their customers.

Services are of perishable nature. Perishability emphasize that services cannot be
stored, resold or backordered. There is time sensitivity. The unused capacity of service
cannot be stored for future use; and if demand is low, unused capacity is wasted. If
demand is more than the capacity, customers’ expectations cannot be fullfilled and
customers become disappointed. Today many service industries plan their efficient
capacity for special dates/hours considering the variables as hours of service and
number of employees. Demand forecasting and creative planning are important for

marketers and managers. They try to utilize capacity by changing prices in time periods
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and charging different rate according to the different types of customers. Hotels
categorize rooms by type of accommodation; airlines categorize seats by service class,
route, and schedule. Service recovery strategies are also required in order to compensate
service failures because there is no chance to return (Rathmell, 1966; Lovelock &
Gummesson, 2004). Container shipping service is perishable. Because these
companies are liner shipping companies who operates its vessels within a schedule and
has a fixed port rotation with published dates of calls at the published ports. On the
other hand, there is tramp shipping companies, they have no fixed routing or schedules
and their vessel is avaliable at short notice to load any cargo from any port to the other
port (Plomaritou, 2008).Thus, if the demand is low, unused capacity is wasted because
there is a certain sailing cost. At this time, freight amounts generally decrease in order
to have as much as possible cargo on board. Loading with low profits is always better

than quite empty vessels.

2.1.2 Classifying Services

Four basic classifications help managers to follow changes in the other industries
and evaluate them. And also it helps marketers to decide about marketing mix whether
it offers product or service. These categories are convenience/shopping/specialty,
durable/non-durable, consumer/industrial customers,and domestic/international scope of

operation.

Convenience goods/services are purchased frequently and are usually low-
priced. Some examples of services in this category are dry cleaning, tailoring, and
routine medical and dental check-ups. Shopping services are purchased less often than
convenience service. The quality is more important than price. Landscaping,
architectural services, legal and accounting services, and personal care services can be
considered as shopping services. Specialty services are not readily available, but they
are hard to find and are very expensive. There are many examples of this category such

as demanding to have the top surgeon or tailoring.
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Durability is related to the degree of tangibility. These businesses can be divided
as providing entirely intangible offerings such as legal services, education,
entertainment, health care and providing both product and intangible offerings such as
restaurants, computer hardware, and shopping services. In service businesses, perceived
value of the offering to the customer is created more by service rather than the product
offered. As per degree of tangibility, the service provider must consider about

explaining it to customers.

Being consumer or industrial customer is categorised by customers’ needs and
buying motives. For example, airfreight transportation is business-to-business industries
for customers who have international shipments from different industries whereas
airway passenger transportation is generally for individuals. There are many differences

between them, and firms need seperate strategies for each.

The service sector of the economy can be characterized by its diversity as
domestic or international. Service organizations range in size from huge international
corporations in such fields as airlines, banking, insurance, telecommunications, hotel
chains, and freight transportation to a vast array of locally owned and operated small biz
including restaurants laundries, taxis, optometrist, and numerous business to business

services (Goncalves,1998).

Container shipping service is not a convenience or specialty service; it is like
a shopping service type. The quality is important as much as price. Container shipping
service provides both product(i.e., container) and intangible offers (i.e., employee
efforts) such as a restaurant business. It is a business-to-business industry and focus on
industrial customers whereas seaway passenger transportation is generally for
individuals. Container shipping services have a for-profit business structure. The major
motivation is having minimum cost amounts and maximum profit amounts as per
container according to the trade, commodity type, and demand level; while satisfying its
customers in order to keep them in the long run. Managers should understand the nature

of the service and clarify its category, since all strategies build on it.
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2.2. MARKETING APPROACH TO SERVICE FIRMS

Services marketing differentiate from goods due to their characteristic features.
In terms of service marketing, there is ability and willingness of service provider and
employee at the focus of the services. Beside that service provider should make all
necessary equipments and machines ready on time. A well-combination of qualified
manpower and avaliable materails has strategic importance in services marketing. In
this respect, service firms focus on external marketing between organisation and
customers, internal marketing between organisation and employees, interactive

marketing between employees and customers (Zeithaml and Bitner, 1996).

Organisation

External Marketing
“setting the promise

Internal Marketing
“enabling the promise”

Satisfaction

TT.

Customers

Employees

Interactive Marketing
“delivering the promise”

Figure 1: Services Marketing Triangle

Source: Zeithaml and Bitner, 1996, p.23

External marketing is general marketing activities to influence target market that
consider essentially on economic transaction. Service firms set the specific promises

and make sale (Cengiz & Pirtini, 2008).

Internal marketing is the key for external marketing. Service firm promote the
firm and its services/products to its employees; it concerns the marketing to employees.
It views employees as internal customers and views jobs as internal products. The
purpose is to recruit right people in order to perform a superior service for enabiling the

promises and meet customer expectation. It includes trainings, education, motivation,
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satisfaction, and customer-orientation (Varey & Lewis, 1999; Walter, Gary & Larry,
1994).

The interactions between customers and employees influence the perceived
service quality. This is in the scope of interactive marketing. There is a commitment to
participate. Delivering promises is very important for customer satisfaction (Cengiz &

Pirtini, 2008).

Services industry become more important since customers’ demand is high in
today’s dynamic conditions and service economy grows. As a result of the increasing
demand, the number of service organization increases and they focus on marketing
strategies. The purpose is to attract the target customers, to satisfy their needs and
wants, to create a good corporate image and keep their customers. Service marketing
gain importance as service organisations use marketing tools and strategies (Nadiri &

Avci, 2000; Bayuk, 20006).

Service firms should be concerned about the following three major duties:
competitive differentiation, service quality, and productivity growth (Armstrong &
Kotler, 2010).Competitive differentiation is the creation of solution that a company
positions its products/services apart from the competition. Company can achieve
differentiation through many means: value-added services, pricing approach, packaging,
support, unique messaging, quality, direct/indirect sales channel methods, the business
model, demand generation methods, or customer experience (Tay, 2003).A service firm
can differentiate itself by providing constant high-qualified service. However, it is
difficult to identify service quality and make certain judgementsbecause service is
intangible and customers’ perception may change upon individuals. Customer retention
is one of the most important measurements of service quality. Increasing competition
and costs make pressure on service provider to improve its service activities. In order to
increase productivity, service firms train their employees in challenging business
conditions or recruit more talented employees. Service firms should focus on service
failures and service recovery to keep customers, refine service process, give their

employees certain part of authorization in order to solve problems faster.

In service marketing there are six criterias for a good service (BLOIS, 2000):

14



Professionality and capability:This criterion includes know-how techniques,
individual experience, problem definition and formulation, selection of appropirate
technique, problem solution, evaluation, other resources and behaviors. Customers
know that service provider can handle all problems about employees, operational
systems, and physical resources by professional solutions with their own capability and
experience. Professional responsibility includes that service employees are willing and
ready for help at any time. Professionality also inludes delivering expected service in
right time, concerning communication with customers, early response to customers,

advanced information in case of delays, correct and fast documentation.

Attitudes and Behaviors:Customers feel that employees are willing to deal with
them and solve any problem in a friendly manner as soon as possible. In this sense,
courtesy and communication play an important role. Courtesy includes the politeness,
respect, consideration, and friendliness shown to the customers by the contact
personnel.Customers should be informed on time in an appropriate way and be clarified
if any questions on their minds. Service providers should take customers’ demands and

complaints into consideration, evaluate and revert to them kindly.

Avaliability and flexibility:Customers know that service provider manage the
process in order to meet their demands and expectations. Systems and resources are
allocated for easibility of works. Location, working hours, employees, technological
infrastructure, and accessibility are very important factors. Service should be accesible
through telephone, fax, and internet. It should be easy to reach in a short time. Service

should be convenient in terms of time and location.

Reliability and Truth:Customers trust service provider. They know that
managers and employees keep their promises and compensate failures somehow.
Reliability stands for consistency in performance and process. Delivering service on
time, correct invoicing and documentation, and accurate and regular registration are

included.

Treatment and improvement:Customers know that service provider make

necessary provisions aganist a problem and recover any failure; they know what to do in
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an unexpected situation; they get the situation under control immediately and put

everything in order as soon as possible.

Reputation and Credibility:Customers think that they add value to themselves
and get benefits as working with a specific service firm due to its reputation in the
market and its reliability. Customers also believe in working with this service firm bring

them prestige.

In addition to these criteria, following criteria of customers’perceived service are
proposed (Ghobadian et al., 1994):
Responsiveness:The ability to deal effectively with complaints and promptness of the
service.
Customization: The willingness and ability to adjust the service to meet the needs of the
customer.
Competence:Staff should possess the necessary skill, knowledge, and information to
perform the service effectively.
Security:The freedom from danger, risk, and doubt. It involves physical safety, financial
security, and confidentiality.
Communication:Keeping customers informed about the service in a language that they
can understand and listening to the customers.
Tangibles:These include the state of facilitating goods; physical condition of the
buildings and the environment; appearance of personnel; and condition of equipment.
Tangibles are more important in high-contact services.
Understanding/knowing the customer:This involves trying to understand the customer’s
needs and specific requirements; providing individualized attention; and recognizing the
regular customer — an important determinant of quality in high-contact customized
services.

Strategies in container shipping service are explained in the fourth section

through marketing mix elements.
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3. BACKGROUND OF THE STUDY

Providing excellent logistic service plays an important role for a firm’s
marketing strategy. It creates added value for customers. Logistic is the management of
the flow of goods from the point of origin to the point of destination in order to meet the
requirements of customers (Babacan, 2004). It is expected to deliver the goods on time,
in right quantities, at the right place in accordance with the customers’ requirements and
at the lowest possible cost. Logistics is more than the transport of a good from point X
to point Y. It is also closely connected to orginizing and monitoring the entire supply
chain. Logistics is a channel of the supply chain which adds the value of time and place
utility. It includes internal(inbound) shipments, external(outbound) shipments, and
communication between suppliers. According to The Council of Supply Chain
Management Professionals(CSCMP), logistics is that part of the supply chain
management that plans, creates, and monitors the efficient, cost-effective forward,
reverse flow, storage of goods, semi-finished items and manufactured products as well
as related information between the point of origin and the point of consumption in order
to meet customers’ requirements. The main objective of logistic services is to provide a
better customer service in higher levels and to create competitive advantage by efficient
use of resources and investments (CSCMP,2011; Inman, 2011; DHL, 2008; Mayer,
2011; Van Der Veeken and Rutten, 1998).

The ethimology term of “logistics” originates from the ancient Greek word
“logos” which means ratio, word, calculation, reason, speech, and logic. This word was
firstly used in military. Logistics has originated through the military’s needs and
suppliesfor themselves with arms, ammunition and rations as they moved from their
base to a forward position. In this sense, it is orginising and applying an operation or a
plan in details. Logistics evolved in the 1950s as a business concept. This was mainly
due to the increasing complexity of supplying business with materials and distributing

products to an increasingly globalised customer base (Hackett, 2007).

A clear statement with respect to logistic service and its contribution to the

company’s marketing strategy is essential. A well-managed supply chain/logistic can
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help firms to succeed on four dimensions of competitiveness: cost, quality, response
time, and flexibility (Hackett, 2007). Logistics is usually concerned with satisfying the
supply of customers’ needs and wants in a marketing channel, while marketing usually
focuses on the stimulation and satisfaction of the demands of the customer in the same
marketing channel. Therefore, the firms have to co-ordinate and synchronise the
satisfaction of supply and the satisfaction of the demand in a marketing channel in order
to achieve a succesful outcome. The linkage between logistics and marketing activities

influence business performance (Svensson,2002; Sezen, 2005).

The key activities in the logistic are customer service(order processing-supply
channels), purchasing and inventory management, transporation, warehousing,
distribution, packaging and material handling, and information management and
communication. Rapid improvements in communication and transportation technologies
and increasing globalisation caused rapid transformation in economic relations. Today
logistics plays a key role in the economy. In the new century, industrial firms focus on
their real functions that they have competitive edge and switch out of purchasing
necessary services from outside (outsourcing). Beside that, growing purchasing power
of individuals and increasing share of the information technologies at the production
stage make logistic services essential (Hackett, 2007; Pirtini & Cengiz, 2008) Within
the context of this thesis, the concept of maritime transportation among logistic

activitieswill be addressed.

In a general term, transportation is that goods/commodities are carried or
transported from one point to another point (Ozer, 2010). There is a geographical and
temporal distance between the production and consumption points. Therefore, producers
require transportation services to move raw materials and intermediate products and to
distribute final goods to meet customers’ demand. Transportation includes physical
movement of goods in order to supply customers’ requirements. It is the physical link
between customers, raw material suppliers, plants, warehouses, and channel members
which are fixed points in a supply chain (Inman, 2002; Crainic, Damay & Gendreau,

2007)
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There are six types of transportation modes as per transport vehicle, way, and
characteristic: Road Transportation, Maritime Transportation, Airline Transportation,

Railway Transportation, River Transportation, Pipeline Transportation.

Table 1: Comparision of Different Transportation Modes As Per Their Properties

Transportation | Cost Speed Accessibility | Variety  of | Frequency Reliability
Mode Commodities | of Liner

Shipments
Land T. High Fast Very High Much High High
Maritime T. Very Low | Slow Limited Very Much Very Low Medium
Airway T. Very High | Very Fast | High Limited High High
Railway T. Low Slow Limited Much Low High
River T. Low Slow Limited Much Low Medium
Pipeline Low Slow VeryLimited | Less Medium High

Source:Canci, M., Erdal, M., Lojistik Yonetimi, UTIKAD, 2003, p. 25

Decision of suitable transportation system depends on certain criteria such as
total cost of transportation system (transportation, local charges of terminals,
warehousing, custom duty, distribution, packaging etc); transit times and speed between
origin and destination; reliability; accessibility and avaliability; commodity type,
commodity value, commodity volume, tonnage, quantity; shelf-life of the commodity
and in accordiance with climate conditions; toughness level of the commodity aganist
possible damages; frequency of liner transportation and reliability of schedules;
flexibility; tracking; and monitoring (Erdal & Canci, 2003).

Road transportation is the integral of other transportation modes, which serve as
initial and final stage of freight transportation. There is high avaliability to many
regions, and it is fast. However, there are limitations and regulations (tonnage, speed
etc) of the government. It causes noise and pollution. It is not suitable for large amounts

and long distances.
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Airway transportation is the fastest mode and has high avaliability all around the
world. On the other hand, it is the most expensive transportation mode as per unit cost.
There are also many limitations (location-approximately 3300m of an area is required
for take-off and landing of a commercial air flight, climate conditions-fog and air
stream).

Railway transportation is suitable for large quantities and long distances
(200kms and longer). It is environmental friendly mode in comparison with land, since
energy consumption is less as per unit cargo and km. Generally, break bulks such as
agricultural and industrial raw materials are transported through railway. Freight rate
are relatively low and there is high reliability. It reduces the cargo traffic on highways.It
requires large capital investment in industrial and technologic base, low accessibility to
the final destination of sales.

River transportation is kind of waterway transportation, namely inland waterway
transportation. It is limited by the river borders. Special transportation vehicles required
depends on the water depth. There is seasonility.

Pipeline transportation is the movements of goods(liquid and gases-oil, natural
gas, water, and rare break bulk) through a pipe. Initial investment is high; and return on
investment is also high due to ease and lower costs of transportation. It is safe and
reliable, but not flexible and cannot adapt rapid changes of market fluctuations. It is
suitable for long term trades.

Maritime transportation plays a major role in international trade. Maritime
shipping which is a geographic activity due to physical characterictic is a strategic
activity due its control and is commercial activity due its usage. Geographic states
become permanent in time whereas strategic and especially commercial states change
from time to time. Maritime transportation is cost-effective method of transporting large
quantities of non-perishable goods through long distances. Many types of goods that are
very necessary for production stage (coal, iron, ore etc.) are heavy in terms of tonnage
but not valuable in terms of unit value. Maritime transportation takes advantage of scale
of economies by operating large ships due to energy-effectiveness as per unit cargo. It is
cheaper by 22 times than airway; 7 times than land; and3.5 times than railway.
However,it causes pollution and creates dangers for marine life (Canc1 & Erdal, 2003;

Ozer, 2010; Inman, 2011; Slack, Rodrigue & Comtois, 2009).
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There are three main elements in maritime transportation: vessels, terminals,
ports, and cargoes.

Vessels: Merchant ships are used in maritime transportation. There are several types
of vessel as per its size and design. The vessel design and properties change according
to the commodity type. Considering these, it is divided into two main groups (IHS,
2011):

1- Vessels that carry the goods within a carrying unit
Container:Single deck ship with box shaped holds for carrying containers

2- Vessel that carry the unpackaged goods without a carrying unit
Dry Cargo: A ship which carries break bulk cargoes and may be single or multi-decked
Bulk Carrier: A ship with single deck designed to carry homogenous loose cargo
Handysize (10,000 dwt - 30,000 dwt), Handymax(30,001 dwt - 50,000 dwt), Panamax
(50,001 dwt - 80,000 dwt approx with 32.2m beam limitation), Capesize(80,001 dwt
and larger)

TankerProducts:Vessel designed for carrying refined petroleum products in bulk tanks
Coastal(3,001 dwt - 10,000 dwt approx), Small(10,001 dwt - 19,000 dwt approx),
Handy (19,001 dwt - 25,000 dwt approx), Medium(25,001 dwt - 45,000 dwt approx),
LRI -Long Range One(45,001 dwt - 70,000 dwt approx), LRIl -Long Range Two
(70,001 dwt - 100,000+ dwt approx)

Crude Qil Carrier:Vessel designed for carrying for bulk crude oil in tanks.
Panamax(50,001 dwt - 80,000 dwt approx with 32.2m beam limitation),
Aframax(80,001 dwt - 120,000 dwt), Suezmax(120,001 dwt - 200,000 dwt),
VLCC(200,001 dwt - 350,000 dwt), ULCC(350,001 dwt and larger)

Ports and Terminals: Port is the kitchen of maritime transportation and one of
the most essential elements of maritime transportation. Port is the place where the cargo
is transfered from ship to land/land to ship/ship to ship. There are special equipments
for cargo handlings and facilities for berthing vessels. Port is a node in a transportation
network between ship-land and intermodal ways. A node is a center in a transportation
network from which cargo movement emanate (Ozer,2010).

In ports, terminal services are provided to transportation carriers such as

shipping lines, railroads, and trucking firms.
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A terminal is a part of port that includes one or more pier and berth where
particular cargoes are handled, i.e., container terminal and coal terminal etc. (Steenken
et al., 2004).

Main services for cargoes in ports are loading/unloading services, shifting
services (changing cargo position in the vessel without discharging), limbo services
(transfering cargo from a vessel to another directly), terminal services (discharging
cargo from vehicles, carrying to the warehouses, stowing and loading to the vessel;
discharging cargo from vessel, storing at terminal storage area, loading to the land
vehicles for delivering to the consignee; changing cargo position within the terminal
area), storage (warehouse, shed, bonded warehouse), and manipulation (additional
services such as weighing the units, changing carrying units, maintanance and repairing
etc.).

Cargoes: Cargoes that are carried by vessels are classified according to the
commodity type, packaging type, and way of loading (Hatipoglu, 2007). There are
several types such as bulk cargoes (cereal, coal, mine, and liquids etc.), packaged
cargoes (case, box, cartoon, bag, and drum etc.), consolidated cargoes (container and
palette etc.), steel cargoes (billet, rail bar, construction iron, profile iron, steel roll, and
sheet metal etc), unpackaged cargoes (construction equipment, wagon, automobile etc.),
commercial timber (round timber and sawn timber etc.), refrigerated and frozen cargoes
(vegitables, fruits, fish, meat, and milk etc.), livestock (slaughtering, barnyard fowl, and
wild animal), dangerous goods (flammable, explosive, and toxicant), fuel oil (cruid oil
and petroleum products), chemical cargoes (acids, hazardous and non-hazardous
chemicals etc.), and liqufied gases (LNG, LPG).

Commercial maritime shipping services are divided into three as liner, tramp,
and industrial. Liner shipping means that operating commercial vessel among
prespecified ports/terminals according to a published itinerary and schedule similar to a
bus line. It includes container shipping, which will be told in details in the next section;
and ro-ro (roll on-roll off) shipping which is a kind of carrying wheeled vehicles by
special vessels. Tramp shipping follows the avaliable cargoes similar to taxicab. It often
depends on contracts of affreightment in order to carry specified quantities of cargo
between specified ports within a specific time frame for an agreed upon payment per

unit of cargo. Shipping tanker products and dry bulk cargo are good examples of this
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type of shipping service. Industrial shipping is that vessel operators usually own the
cargoes shipped and control the vessels used to ship them. They may own or hire the
vessels as voyage charter or time charter (Christiansen et al., 2007; Ozer, 2010).

The shipping market consists of separate segments that are differentiated in
terms of the following criteria.

According to the type of ship: Dry Bulk Carrier, Tanker, LNG/LPG, Combined
Carrier, Containership, RO/RO, and Reefer Market.

According to the type of cargo: Dry Bulk Cargo, Liquid Bulk Cargo, Specialized
Cargo, and General Cargo Market.

According to the type of trade routes: The shipping market may be divided into
many segments such as the Mediterrian Sea and the market of Caribean Sea, etc.
According to the duration of the charter: Spot market and Time-Charter Market

The fundamental criteria are the type of ship and the cargo which is the
protagonist in every commercial maritime transportation. This study focuses on
container shipping sector.

Container shipping is the transportation of goods in standard boxes which is
called container. The objective is to provide transportation and distribution services to
the customer at the lowest possible cost. Container shipping market is constituted by
containerships as per type of ship and by general cargo as per type of cargo (Plomaritou,
20006). It became widespread in 1960s and usher a new era. It is the best way for
streamline distribution. Borders of classic transportation that depends on ports/terminals
extend over the shippers’/consignees’ door in conjuction with development of
containerization. Accordingly, ports became crossing points of the cargoes (Yuksel &
Cevik, 2003).

Shipping containers generally come in two lengths as 20 feet and 40feet. A 20’
container carries up to approximately 28 tons of cargo with a volume up to 33 m’. There
are different types of containers according to the cargo such as refrigareted(reefer)
containers, flatrack containers, open-top containers, and tank containers. Types of
containers are presented in details in the part of Appendix 1 of this study. Large
containerships can carry thousands of Twenty feet Equivalent Units (TEUs) where a 40’
is counted as two TEUs (Christiansen et al., 2007; p. 199).
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Container shipping is cost effectivefor transportation and logistics sector. It
acts as the helping hand of these sectors and is one of the largest contributors to global
economy (SI, 2011). Cost-cutter’s diciplines focus on the solutions of the troublesome,
time-consuming, costly and often precarious business of moving goods from factory to
customer. Any technique that cuts freight costs or handling charges, decrease inventory
levels or makes faster deliveries, reduces insurance rates or cuts down on pilferage and
loss can provide enormous savings. Many transportation experts believe that the

containerization has been the solution (Christiansen, 2007).

Advantages of container shipping are door-to-door transportation, ease of
handling, reducing time costs, avaliability of intermodal transportation (combining
transportation systems), reducing the potential damages, reducing the risks of stealing,
saving packaging costs, decreasing the number of process in bureaucracy, low costs of
insurance, simplicity of custom duties, and relieving the port congestion as speeding up

the vessel operations(Yuksel & Cevik, 2003).

The benefits of containerization are obvious, so all transportation systems must
adapt themselves to the concept. Interchangibility of containers among trucks, trains,
and ships is an accomplished fact. Truckers and railroads must agree on what their role
should be in the intermodal transportation system due to universal use of
containerization. The lack of meaningful standards to govern the sizes of containers,

hardware, handling equipment, and tonnage limitations are major obstacles to success

(Caldwell, 2002).

Container shipping sector is influenced by global and regional ecomic
conditions, progressions in international trade, port congestions, trade routes, harvest
proceed, state of war, political developments, embargos and strikes, demands for

consumer goods, dry cargo, cruide oil and petroleum products (Ece, 2010).

3.1. UNITS IN CONTAINER SHIPPING SECTOR
Major players of container shipping sector are told in this section (Erdal, 2003).
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Carrier: In the container shipping sector, the carrier is the shipowner. Shipowner is
the owner of a merchant vessel(commercial ship) who operates his ship for merchant
shipping. Bareboat charterer is also considered as shipowner by the third party (Turkish
Commercial Code 34, 2005). A person or a company acting as charterer has similar
liabilities to those of a shipowner toward third parties (Swedish Club-IMI, 2007).
Shipowner’s obligations can be categorized under three distinct groups (Olwan, 1999):

1- Before commencement of the voyage: Shipowner has to acquire the necessary
documents, to pay the port charges for the ship sailing, to provide a seaworthy
ship under particuler rules, and to issue bill of lading. Shipowner is responsible
for taking care of cargo to load and stow it carefully and properly and also to
proceed the agreed route without due dispatch.

2- During voyage: Shipowner cannot deviate from the agreed route unless good
reasons which is allowed by particular laws. Shipowner is responsible for the
safety of cargo during the voyage.

3- After the voyage, when the ship reaches to its destination: Shipowner has to
discharge the goods from the vessel properly and carefully, to deliver them in
the same order and condition to the person entitled to be delivered upon
representation of the bill of lading. If noone claims the cargo, shipowner may

land and warehouse it at the consignee’s expense.

Shipper: Shipper is someone or a corporation who send the cargo to its consignee
via ship. Shipper may be the consignor, exporter or seller who is named in the shipping
documents as the responsible party for initiating a shipment. Shippers may be the
producers of the goods or some intermadiary firms (freight forwarders and brokers);
they generate the demand for transportation. The demand is met by the supply of
transportation infrastructure and services (Crainic et al., 2000). Shipper’s needs are
common: the reliability of service provider and carriers(on-time delivery, without
damage/loss, run to the schedule, and responsibilities in case of delay), cost-
effectiveness, speed(the effective rate of distance/time, no loss of time at port of
loading/discharge or transhipment terminals), safety, flexibility, tracing of the cargo,

and data privacy (Ozer, 2010; Erdal, 2003).
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Transportation costs change according to the industry of the shipper and may
also comprise an important proportion of the commodity value at the market. This
proportion is evaluated by considering supply demand equilibrium of the commodity,
weight, value and volume, transposability, importance, and avaliability of the
commodity. For instance, transportation cost of sand and gravel is %55 of its market
price; this proportion is %20 for iron ore, %8 for food, %6 for chemicals and plastics,
%4 for machinery, %3 for electronic equipments, and %1 for pharmaceutical products
(Erdal, 2003). Hence, a shipper from minning industry asks for low prices and
negotiates much for freight.

Agent: An agent is someone who acts on behalf of a principal on the basis of a
contract in a particular region and has the authority to create a legal relationship
between the customer and principal as if it was made directly between the two sides
(Turkish Commercial Code 116). Any kind of agency can be defined according to this
item. A maritime agency acts as an intermediary, as the master’s and the shipowner’s
representative and as the shipper’s mandatory, protects their rights and benefits in
designated region (Hatipoglu, 2005). The relationship between the parties should be
kept strong, and marketing plays a significant role at this point by forming relationships
at the top level with clients. Agency is a service industry and the rules for services
marketing apply to maritime agencies as well (Hatipoglu, 2005; p. 3).

As a shipowner’s agent the agency’s tasks are summarized by Cerit and Once
(2002) as (1) being an active partner of the freight market, canvassing, taking delivery,
arranging loading and unloading, and delivery of goods; (2) issuing and taking in Bills
of Lading on behalf of the master; (3) collecting freight and other charges; (4)
supervising the stevedore’s loading and discharging operations; (5) maintaining the ship
operations with regard to the loading and unloading procedures.

Maritime agencies are the distribution channels of the maritime transportation
industry. They supply the cargo to the consignee. The agencies are not only dealing
with the transportion of the cargo, but also with the increasing expectations of the
shippers like other market logistic functions such as inland transportation, warehousing,
etc. This has increased the level of contact between the shipper and the maritime
agency, and increased the satisfaction in the case of meeting their expections properly

(Ozer, 2010; Cerit & Once, 2002).
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Freight Forwarder: Freight Forwarding is a service used by companies who has
import and/or export shipments. Freight forwarder does not actually carry the cargo
itself; they arrange shipments via various transport service providers. They don’t have
their own ships or own cargoes; it acts as an intermediary between the client and various
transportation services. It guarantees that cargo will be delivered to the right place and
right person by an agreed upon date and in good condition. Freight forwarding services
negotiate the best possible price in terms of economy of scale in order to move the
cargo along the most economical route by working out various bids and choosing the
one that best balance speed, cost, and reliability. They have relationships with all kinds
of carries such as airfreight companies, trucking companies, railfreight companies, and
ocean liners. The freight forwarding companies handle the tasks for their clients upon
request such as international transportation, inland carriage, documentation, customs
clearance, choice of the best transportation mode, the choice of carrier, transportation
management, consultancy about legal regulations and applications, insurance,
warehousing, handling the cargo, packaging and barcoding, logistic cost planning,
distribution, reverse logistic functions, and inventory management, etc. (Canci & Erdal,

2003).

3.2. MARKET ANALYSIS OF CONTAINER SHIPPING SECTOR

3.2.1. World

%950f the general cargo is carried by seaway within the containers because it is
safe, cheap, and able to be loaded in great quantities for a shipment. Statistics shows
that while world seaborne trade has increased as doubled from 3631 million tons in
1985 to 7852 million tons in 2007, containerized trade has increased almost 8 times
within the same period from 160 million tons to 1257 million tons. This shows the
increasing role of container transportation and its contribution to the global economy
(Luo et al., 2008). The volume of container shipping increased after 2000 as bigger post
panamax vessels (5000-8000TEU) were constructed in order to provide higher
efficiency to attract global customers with better services at lower cost and to gain

larger shares in the global competitive shipping market (Ece, 2010; p.4; Luo et al.,
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2008).Container ships come in a variety of sizes and have grown increasingly larger
over time. This was a result of two things: the first was the increased use of
containerization, there were more containers for the ships to carry; the second was that
there were certain efficiencies such as improved fuel efficiency, which could be realized
with larger ships. This reduced the operating cost.

The number of vessels in the container fleet continues to increase. According to
AXS-Alphaliner, the global container fleet had a total capacity of about 15 million TEU
in April 2011. There are 5,976 ships active on liner trades, for 15,208,206 TEU
and 199,305,170 TDW.75% of the total TEU capacity and 65% of the whole container
vessels in the world are controlled by 15 large operators. Among those operators,
Maersk Sealand is the largest one with its 2,243,364 TEU capacity which equals to
14.8% of the world’s fleet. MSC, Evergreen, and CMA are the other large firms with
their capacity which equals to 56% of the whole capacity in the world (Alphaliner,
2011).

Container shipping is the fastest growing market in recent years (Rushton et al.,
2007). Growth of container commerce co-occurs with the economic growth. Therefore,
container commerce in future can be estimated by considering economic growth
expectations. Total container volume was 13.5 million TEU in 1980; it increased to 28.7
million TEU in conjuction with 7.8% average growth ratio of the world economy. At
the end of the following 10 year, container volume reached to 68.7 million TEU in 2000
as world economic average growth ratio was 9.1%. Then container volume reached to
116.6 million TEU with the effect of 11.2% average growth ratio of the world economy
due to the developing Asia economies between 2000 and 2005. In line with these
accountable rates, it is expected that the average growth ratio of the world economy will
be 6.6%container volume as container volume will increase to 177,6 million TEU in
2015 (Unescap, 2011).

Estimationscan be made on eight trade regions regarding container and trade
volumes (import and export) of the world as considering container traffic between these
regions. According to the 2005 data, North and East Asia region constituted 50% (40%-
import traffic, 10%-export traffic) of the world’s container volume; it is expected to
increase to 62% in 2015. Second large container movement happened in Europe region

with 21% of the world’s container volume which is estimated to decrease to 14% in
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2015. The main reason of this decline is predicted due to the decline of 5% in import
volumes to Europe and decline of 2% in export volumes from Europe. The third region
is North America where critical changes are expected. The total container traffic of the
total import and export container shipments was 14% in 2005, but it is supposed to
decline to 9% due to the decline of 4% in import and 2% in export shipments to/from
N.America. At the other five regions container volumes are respectively as 6% in Latin
America, 6% in Middle East, 5% in North Asia, 3% in Africa, 2% in Australia.
Container volumes are expected to increase as 10-15% in 2015 for those regions

(Unescap, 2011).

Table 2: The Shift of World’s Largest Container Ports in 20 years

I World’s largest container ports

Volume, million TEUs*®

1989 2009

Hong Kong . Singapore 25.8

Manila {Philippines) 0.9 Laem Chabang (Thailand) 4.6

Source: Cantainerisation Intermational *Twenty-foot e des T aTie
4

Source: The Economist, 2010

World economy over the past two decades has changed the distribution and
cargo-handling capabilities at container ports. World’s biggest container ports have
shifted. The volume of cargo moved through the biggest ports has increased nearly

sixfold in the past 20 years. Singapore is now at the top of the list with its 25.8 million
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TEU handling capacity and every other big port in 1989 has moved down the list. 20
years ago, most of the biggest container ports were in America or in Europe. Now, Asia
is a strong exporter. 14 of the top 20 container ports are in Asia, with eight in China.
Technological developments, rapid growth in liner shipping, upward trends in
ship sizes, integration of shipping companies through mergers, alliances and
acquisitions, and fluctuations in international trade produce pressures on the shipping
sector ending in declines in freight rates and affect the competitive position of the
industry negatively. The fierce competitive environment of shipping forces the industry
to concentrate on market oriented strategic planning where competitive strategies of
cost-leadership, differentiation and focus lie at the center (Cerit, 2008; Sismanyazici,

2010).

3.2.2. Turkey

According to the TurkStat data, 85% of Turkey’s foreign trade has been
transported by sea, 12.6% has been transported by road, 0.8% has been transported by
rail, 0.8% has been transported by air.

Graph 1: Foreign Trade Transportation by Modes (%)

Source: Turkey Chamber of Shipping, Industry Report, 2010

There is a big difference between the rates of maritime transportation and other
transportation ways. Because maritime transportation is the most cost-effective method

if short transit times are not necessary for the shipment. The reason for choosing road
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transportation is providing shorter transit times than maritime transportation; however,
it is more expensive than maritime transportation. Maritime transportation has
geographical limits whereas road transportation has a very wide accessibility.
Combining maritime transportation and road transportation as an intermodal
transportation is very effective for the customer. The rate of maritime transportation is
very high because every kind of commodities can be transported in large quantities. The
advantage of scale of economies makes maritime transportation attractive for foreign
traders. The rate of railway and airway transportation is very low. Although airway
transportation is the fastest mode of transportation, it is very expensive and the variety
of commodity is limited. The railway transportation is slow and accessibility is very
limited, so it is not preffered as much as road transportation and it is not cost effective

as much as maritime transportation.

1000 teu
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Singapore Korea U-S.A.Canada 1r;ea Kuw ait
0,
France 3% 3% 2% 1% ° 1%
Norway 3% Germany

Taiwan 1% 39%
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Iran
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1% 1% 12%
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11%

Graph 2: World Fully Container Fleet By Country Of Domicile
Source: Turkey Chamber of Shipping, Industry Report, 2010
The TEU based ratio of Turkey’s fleet is 1% among the leading 19

countries’fleet. German ship owners controlled by far the largest part of the world
container fleet, namely 4.1 mill TEU (1.644 container vessel) followed by Japan 1.1
mill TEU and Denmark (1.0 mill TEU). Turkish merchant fleet consists of 655 ships.
6.56% of those are container ships. Total fleet is 7,564,441 DWT and 5,514,410 GRT.
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Container ships are 544,000 DWT (7.19%) and 433,485 GRT (8%) (Turkey Chamber of
Shipping, 2010).

TEU
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Graph 3: Container Handling (TEU)
Source: Turkey Chamber of Shipping, Industry Report, 2010

Transportation volume of Turkey’s container transports by sea was 1 million
TEU in 2000; in 2009 it became 4.4 million TEU, at the same period, import cargoes
increased to 2.1 million TEU from 534,406 TEU and the exports cargoes increased to
2.1 million TEU when compared with 547,315 TEU in 2000. During 2000-2009,
container transportation volumes declined during crisis periods at 2001 as 18% and at
2009 as 15.4%; it increased at all other times (Turkey Chamber of Shipping, 2010). It
was the good years during 2003-2008 for maritime industry, especially for shipowners
since freight rates were higher at this period than ever before, as regarding balance of
demand and supply. However in 2009, demand decreased severly due to the outbreak of
economic crissis and surplus supply occured. Hence, shipowners had to decrease freight
rates as 90-95%. Crisis effected world in general more than Turkey. In comparison with
2008, world maritime industry narrowed as 25% whereas Turkey’s contraction ratio

remained at 13% (Taskeser, 2010).
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Table 3

ITALY 515.337 EGYPT 551.240 EGYPT 544.097
EGYPT 466.879 ITALY 486.612 ITALY 388.241
BELGIUM 176.287 BELGIUM 236.878 BELGIUM 316.113
ISRAEL 141.969 ISRAEL 167.149 SPAIN 179.487
SPAIN 134.597 CHINA 130.431 CHINA 171.664
FRANCE 68.701 SPAIN 107.816 GREECE 149.905
CHINA 65.634 RUSSIA 64.523 ISRAEL 126.831
MALTA 61.496 ENGLAND 59.866 MALTA 122.326
RUSSIA 59.880 MALTA 56.807 RUSSIA 79.567
GREECE 52.567 GREECE 54.186 GEORGIA 71.039
ENGLAND 49.376 SINGAPORE 49.620 ROMANIA 67.365
GEORGIA 43.540 LIBYA 48.350 ENGLAND 57.275
LIBYA 39.059 U.S.A. 34.212 LEBANON 56.374
UKRAINE 33.236 ROMANIA 31.598 U.S. A. 39.586
ROMANIA 31.163 LEBANON 30.630 GERMANY 34.299
U.S.A. 30.808 FRANCE 30.546 LIBYA 31.461
LEBANON 29.371 TUNIS 20.112 S.KOREA 31.059
BULGARIA 25.463 GEORGIA 19.437 UKRAINE 29.261
ALGERIA 20.052 GERMANY 17.943 | SINGAPORE | 24.513
TUNIS 15.231 ALGERIA 17.670 FRANCE 21.979

EGYPT 430.843 EGYPT 587.189 EGYPT 613.692
ITALY 286.377 ITALY 313.376 ITALY 294.249
GREECE 248.127 BELGIUM 225979 | BELGIUM | 283.979
BELGIUM 197.549 ISRAEL 179.843 GREECE 184.460
ISRAEL 148.929 CHINA 144.331 ISRAEL 182.115
SYRIA 130911 GREECE 141.383 CHINA 171.883
LEBANON 91.386 SYRIA 116.009 SYRIA 124.607
RUSSIA 66.060 SPAIN 73.236 SPAIN 122.678




MALTA 65.374 MALTA 71.504 MALTA 102.864
ROMANIA 55.202 RUSSIA 69.507 | LEBANON | 99.999
SPAIN 46.947 LEBANON 66.636 GEORGIA 96.590
CHINA 45.850 LIBYA 48.913 RUSSIA 94.404
PORTUGAL 34.931 GEORGIA 45.635 | MALAYSIA | 85.714
UKRAINE 31.353 SINGAPORE 33.171 UKRAINE 64.399
LIBYA 31.022 UKRAINE 31.747 U.S.A. 34.725
BULGARIA 29.295 U.S.A. 31.568 | ROMANIA | 31.142
U.S.A. 28.275 ALGERIA 30.744 ALGERIA 30.335
S.KOREA 27.887 S.KOREA 29.132 LIBYA 22.212
GEORGIA 23.811 ROMANIA 22.139 | SINGAPORE | 20.364
ALGERIA 22.276 ENGLAND 21.410 CYPRUS 17.847

Source : Undersecretariat of Maritime Affairs, 2011

* Transit shipments are excluded.

When the container transportations in 2010 are analysed as exports, imports and
transit cargoes, on the basis of TEU, exports became 2.3 million TEU, imports 2.4
million TEU, and transits 874,239 TEU (Turkey Chamber of Shipping, 2010). Table
shows Turkey’s export cargo handling volumes by top 20 countries. Export/import
volumes to these countries were approximately 96% of total volumes in both 2009 and
2010. Top 20 countries have not changed much in time. Asia countries seem among top

20 at 2010 and at the begining of 2011.

Table 4: Container Handling As Per Container Type, 2010

TOTAL

1.508.949 1.508.949 28.637.159
1.380.658 2.761.316 29.067.689

Source : Undersecretariat of Maritime Affairs, 2010

According to the container statistic of 2010, which includes export, import and

transit handlings the most handling container type is 20’fcl as per unit. The supply
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should be arranged according to the demand. If any type of container is deficient at
requested port, the requested container type can be positioned or substituted depending

on costs in order to satisfy customer.

TEU

YILPORT ~ OTHER

EVYAP 3% 4%
GEMPORT 4%

4%

MARPORT
26%

MARDAS
4%

KUMPORT AMBARLI
1%

MiP MERSIN
19%

TCDD ALSANCAK
18% HAYDARPASA (TCDD)

4%
Graph 4: Container Handling by Turkey Ports/Terminals (TEU) 2009
Source: Turkey Chamber of Shipping Industrial Report, 2009

In 2009, 2,661,029 TEU (60%) were handled at Marmara ports, 904,845 TEU
(21%) were handled at Mediterrian ports, 814,069 TEU (18%) were handled at Aegan
ports and 23,499 TEU (1%) were handled at Blacksea ports in Turkey. As regards the
external trade transportations made by containers: 25% were made from Marport.
Marport is the main terminal of Port of Ambarli, Istanbul. It covers an area of 170
thousand square meters and has the capacity to handle 600 thousand TEUs per year and
to stow 11.5 thousand TEUs. The container freight station covers 10 thousand square
meters. The pier is 800 meters long with alongside depth of 14.5 meters. The Main
Terminal has over 7.5 thousand square meters of storage area (WPS, 2011).Ease of
container handling depends on port conditions and adequateness. The shipowners want
to operate their ships at efficient ports in order to shorten waiting times at ports. Those

are Marport (25%), Mersin Port (19%), and TCDD Alsancak (18%).
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Msc, Maersk, Cma-Cgm, Turkon, Arkas Line, and Csav Norasia are major
players in the Turkish container shipping market.

MSC (Mediterrian Shipping Company-Switzerland, 1970):1t is the leading carrier
in Blacksea region with full port coverage. It serves from Trabzon, Antalya, Iskenderun,
Yilport, Gemlik, Izmir, Mersin, and Istanbul. They have the highest capacity in the
market on their Fareast Direct Service called “Tiger” with 8900 teus/weekly. They have
approximately 14 direct services to/from Turkey mainly Europe destinations. They have
direct weekly service from India operating with The Shipping Corporation of
India(SCI). They started port building project called “Asiaport” in Europen side of
Istanbul(Tekirdag). As per industry experts’ opinion, their strengths are having flexible
operation changing routing of vessel easily according to needs, equipment positioning,
large vessels, low inland haulage costs having hinterland container depots and rail
opportunities, aggressive and competitive pricing, and offers full service package using
Arkas Group advantages like intermodal solutions (rail/truck), custom brokage,
insurance, depots, stacking areas, speacial stacking equipment, port costs in Turkey
(Denizhaber, 2010; Port of Hamburg, 2009; Msc 2011).

MAERSK (Denmark AP-Moller Maersk): Number one container shipping line in
the world. The Maersk Line fleet comprises more than 600 vessels and a number of
containers corresponding to more than 3,800,000 TEU. This ensures a reliable and
comprehensive coverage worldwide. They own the biggest container vessel, namely
Emma Maersk, which can carry approximately 15000TEUs. Maersk Line has signed a
contract for 10 of the world's largest and most efficient container vessels. At 400 metres
long, 59 metres wide and 73 metres tall, the Triple-E will be the largest vessel of any
type known to be in operation. Its 18,000 twenty-foot container capacity is a massive
16% larger (2,500 TEU) than Emma Maersk. At a cost of USD 190 million per vessel,
Maersk Line is buying the ships to position itself to profit from the 5-8% growth in
trade from Asia to Europe that the company expects, and to maintain its industry’s
leading market share in the trade. The new giant container vessels will be known as
Triple-E, based on the three main purposes for their creation: economy of scale, energy
efficiency, and environmentally improved. Their port coverage is wide; they have
products from Turkey to North Europe countries, Ukraine, Romania, North and West
Africa countries, USA, South America, Canada, Middle East countries, South and East
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African countries and Oceania, Far East countries and visa versa. ML vessels calls at
Ambearli, Izmir, Mersin and Mersin terminals with weekly direct services to and from
Far East, Middle East, Latin America, and Europe and transshipment services to and
from North America and Africa all on weekly fixed day schedules. As per shipping
experts, their strengths are port coverage, numbers and capacity size of their vessel, and
strong financial position (Martin, 2011; Maersk Line, 2012).

CMA-CGM(Compagnie  Maritime  d’Affretement-Compagnie — Generale
Maritime-France, 1996) made a joint venture with Turkish partner and restructured its
organization in Turkey. It serves from Haydarpasa, Ambarli, izmir, Mersin, Trabzon,
Tekirdag, Gebze, and Gemlik ports in Turkey. They are represented by a third party
agent at Mersin called Botros. They have ambitious growth plans from Europe to
Mediterrian especially for Turkey. Their subsidiary lines are Sudcargos, Mac Andrews,
CNC Line, Comanav, OT Africa Line, ANL, Delmas. They provide one transshipment
service from Tangier-Med to West Africa by Delmas. They offer low rates from Far
East by ANL. They also have joint venture with Maersk on Far East direct service. They
call Trabzon with its Black Sea service in high season. They have wide coverage in
North Africa. They use both terminals at Izmit Bay: Yilport and Evyap. As per
interviews with some shipping experts, their strengths are being a quick decision
company, putting easily new services due to agency request, low BAF rates especially
in LAT and Africa trades, and reliable West Africa products (Cma-Cgm, 2011).

TURKON(1997) is family owned company called Kalkavan. They have offices
in US, Germany, Belgium, and the UK. They are niche carrier in North America calling
New York, Porthmouth, and Savannah. They have direct services to East Mediterrian,
West Mediterrian and North Europe. They offer fastest transit times to US and mainly
preferable by textile and garment shippers. They have very effective customer service at
US. They have own inland transportation service with 110 trucks and 158 trailers. They
have a rail company; they can offer competitive intermodal solutions especially
Bozoyuk-Eskisehir region. They have close relations with government. However, they
depend on two trades (Europe and North America) and they are not a global shipping
company (Turkon, 2011).

ARKAS LINE(1996) have a fleet of 26 container vessels with approximately

54000 TEU container pool. They have twelve services between Mediterrian and
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Blacksea. They are niche carrier in Intra Europe Trade (IET); they only focus on intra-
med with a strategy called “mare nostrum-our sea”. They have cabotage service among
Turkish ports. They highly concentrate on fruit shipments especially from Izmir and
Mersin to Russia. They use their own agencies in Mediterrian and Blacksea. They are
the prefered carrier in short sea trade. They use Arkas Group’s intermodal and
infrastructure advantages. Their local customer portfolio is wide. They have full market
knowledge. However, it is risky to depend on IET. They are not a global carrier. They
use small sized vessels ever than high slot cost (Arkasline, 2011).

CSAV(Compania Sud Americana de Vapores, Chile/China, 1872) acquired
Norasia In June 2000. They have their own office in Turkey. They have direct Fareast
product (Asia Black Sea Service). 70% of their import business from Far East is based
on FOB (Free On Board) which means that shipments are controlled by consignees in
Turkey. They have wide coverage in Blacksea ports. Poti and Novorossiysk cargo is
served via Ambarli. They are strong in mineral and chemical segments. They are good
at India region; they increase capacity in India-Middle East Asia service called
“MareNostrum”. They have agressive pricing strategy in Far East and Middle East Asia.
They have close relationships with global forwarders. On the other hand, their slot costs

are high. They are not stable financially (Csav, 2011).
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4. STRATEGIES IN CONTAINER SHIPPING SECTOR

The marketing mix concept is one of the basic major concepts in marketing.
Borden(1964) began to use the phrase “marketing mix” and that was suggested to him
by Culliton’s (1948) description of a marketing manager as “mixer of ingredients”. If he
was a mixer of ingredients, what he designed was a “marketing mix”. However, Borden
(1964) did not formally define the marketing mix; to him, it simply consisted of
important elements that compose a marketing programme. McCarthy (1960) defined the
marketing mix as combination of all of the factors the marketing manager can do to
satisfy the target market. Then, McCarthy and Perreault (1987) have defined the
marketing mix as the controllable variables that an organization can determine to satisfy
its target market (Rafig, 1995). Kotler and Armstrong (1996) reviewed this definition
with minor changes as the set of controllable marketing variables that the firm blends to
produce the response it wants in the target market. More recent definition by Zeithalm,
Bitner, and Gremler (2009) is as the elements an organization controls that can be used
to communicate with customers. The traditional mix is composed of the four Ps:
product, place, promotion, and price. Management of the four Ps is important for a
succesful marketing of services; however, the strategies are required to expand for
services. In addition to the traditional four Ps, the services marketing mix includes
people, physical evidence, and process.

The concept of marketing mix has attracted attention from both academics and
managers and has been widely used in the marketing discipline. The 7Ps or extended
marketing mix is a marketing strategy tool that the number of controllable variables
from the four in the original marketing mix model (4Ps) to seven. The original
marketing mix model was primarily directed and useful for tangible products. The
service marketing mix assumes the service as a product itself. The 7Ps model is more
useful for services industries such as transportation and shipping sector (Grosskurth,
2008). Despite the increasing literature being focused on services marketing in general,
there is a lack of literature explaining the application of the marketing mix theory in
shipping services.

The marketing of shipping companies activating in merchant shipping is
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the science of Business to Business Marketing, which deals with the satisfaction
of the carrier’sorthe shipper’s needs for the carriage ofgoods by sea, with the main
aim being the profit of the enterprise (Plomaritou, 2008).

According to Kotler (2000), marketing strategies are the means by whicha
company achieves its marketing objectives and are related to the tools of the marketing
mix. The tools of the marketing mix for a shipping enterpriseactivated in

container shipping sector is presented below.

4.1. PRODUCT

A product is anything that can be offered to a market for attention, acquisition,
use or consumption and that might satisfy a want or need. It is not only the tangible
goods, but also services, persons, places, organizations, ideas or mixes of these entities
(Kotler & Armstrong, 1996). According to Yudelson(1999) product should be refined as
all the benefits that the buyer obtains from the exchange. The definition emphasis what
is obtained rather than what is produced.

A transportation company may have its own vessels, container equipments but
they do not sell those, they serve between the international ports by carrying goods
within the container on the vessels from origin to destination. It is an open
acknowledgement of the classic philosophy attributed to Charles Revson, “In the
factory we make cosmetics, in the stores we sell hope”. The real product is the benefit
to the customer, whether that benefit is hope, beauty, holes, transportation, cost
reductions or eternal salvation (Yudelson, 1999).

Only when the product/service itself can not provide competitive advantage
anymore, the organization should offer additional benefits. Managers need to think
about the product on three levels (Kotler & Armstrong, 2010).

Core Product: It is the core benefits that consumers expect to have when they buy a
product.

Actual Product: 1t is the physical chracteristics surrounding the core product such as
quality level, features, design, brand name, and packaging. These are the attributes that

combine to deliver core product benefits.
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Augmented product: 1t is the additional consumer services and benefits such as
installation, after-sale service, warranty. It is built around the core and actual product
and very important in terms of competition.

In order to provide an augmented product/service, marketer should put himself
into customer’s place and ask himself this question: “What kind of benefits do I want to
have in this scope of service?”

A shipping company’s main asset is the ships that it owns; they vary widely in
size. But the product is not these ships. The core product is the service which is
provided by these ships. Company providse a whole range of services for a variety of
goods in shorter or longer distances which is called service line (Plomaritou, 2008).
Main lines in container transportation are North and South America, Central America,
Europe, Africa, South Asia, Far East, and Middle East (Ece, 2010). The factors that
make difference among shipping companies is providing direct service or service with
transshipment, and transit times must be reasonable. The reliability of transit time is
also reputed to be the most important variable influencing freight transport (Allen et al,
1985). Generally, exporters/importers preferred direct service rather than transhipments
because of shorter transit times and less cost advantage. But every company cannot
provide direct service; it depends on the operating costs. A shipping company can
operate its own vessel and/or chartered vessels and/or operate via joints, slot charters
with other shipping companies in order to provide service to its customers (Dos Santos
et al, 2006). It works with several types of container as per type of goods: dry, open top,
flat rack, reefer, and others. Avaliability of all types of container is important in order to
supply customer needs. An exporter want to exports his goods as soon as possible when
it is ready, he does not want to keep it in stock because of the inventory costs which
means loss of money. And an importer wants to procure goods or raw materials from
exporter in short times and deliver to the end-users. The ability of operating fleet and
containers in right time and right place is essential for a succesful transportation service
in this industry. As per expert opinions, frequency of service is another element that
influencesthe satisfaction of the clients.Big shipping companies arrange their services
by weekly from all loading ports. Space guarantee on vessel is a major priviledge for
clients who loads regularly and in big volumes. Providing cargo tracing/tracking

systems are important element of service; many shipping companies provide this service
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on their websites (Dos Santos et all, 2006). The clients can track their goods on the way
by entering B/L number or container number on the website. The company also can
provide online and realtime booking as well as issuing B/L, checking for schedules and
others via INTTRA portal which is long haul maritime transportation market portal.

In container shipping sector, the main purpose is to transport goods in containers
on vessel from port to port. However, from a customer perspective, the movement of
goods often requires the combined use of several modes. By this way, the company
serves as door-to-door, port-to-door, door-to-port by truck or rail according to the
clients’ request. This is an augmented product. The utilization of the containers often
facilitates the operation of such intermodal transportation systems. Providing intermodal
service to the customers provide competitive advantage to the shipping company.
Multimodal transportation is preffered by clients, because they are in connection with
only one corporate person from the origin to delivery place. Its importance increase in
years, so the shipping companies should adapt to this model and improve their services
(Woxenius, 1998).

Apart from these, the choice of the marketing team and the relationship between
the marketers and the clients add value to the company as a brand and play a key role in
the evaluation of the service, criticise and learn about the pros and cons, then improve

the service accordingly (Levitt, 1974).

4.2. PRICE

It is the cost of purchasing the service. Pricing policy is more complicated for
services in comparison with consumer products. The price of the service must be
reasonable and calculable. In shipping sector, the level of price does not only influence
the demand but also send a message about the expectations of the clients from the
service (Canci and Erdal, 2003). Yudelson (1999) defined the price as everything that
the client gives up to obtain benefits. It can be something that the client gives up but not
gained by the seller or supplier; a simple example would be the time. A client asks for
the quotation for a shipment and the sales representative works on the freight rate, in
this period, there are correspondings or phone calls between the client and sales

representative; it may takes hours or days to get confirmation for booking from the
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client. When viewed from this perspective, it is clear that price includes both monetary
and nonmonetary elements.

The market price of the shipping services is influenced much by the macro
forces such as international trade volumes, boom in economy, fuel prices, international
competition, and regional cargo traffic. Beside these, the balance of the demand and
supply in the market conditions of the operating country, the scope and the quality of
the service are the other effective factors (Canci and Erdal, 2003). Booms in the
economy, the rapid changes in foreign exchange rates, and the supernumerary of the
service companies increase the price competitiveness in the sector. So the companies
have to apply reductions on their price; they sometimes even have to serve with almost
break-even prices or they provide availability of redemption date. They also search for
the alternative markets or they can go in to strategic alliances or joint-ventures or sign
slot charters agreements by hiring space on the other companies’ vessels.

Knocking down by lower price and providing long redemption dates can be a
strategy whereas not compromising the price with the high quality of the service by
consistent transit times, well-arranged service can be another good strategy. By the
second way, the attention of the client is attracted to the quality from price.

Traditionally transport costs are calculated as per distance. The functions of
composition, transshipment, and decomposition which are included in transport costs
are transformed by the shipping company and the client. Time is as important as
distance in the evaluation of transportation costs (Hesse & Rodrigue, 2004). If the client
asks for a faster service, he/she should be prepared to pay more money, because cost of
a faster service is higher for the shipowner.

In container shipping service, the expense items are generally the freight and the
local port costs.

Freight is the charges paid for carriage or transportation of the goods (cargo) by
seaway (Business Dictionary, 2011).If there are too many spaces on ships, the freight
rate is low; while if there are too few ships, it will be high. The pricing system is central

to the supply of the transport (Plomaritou, 2008).

4.2.1.Pricing for Standard Dry Containers

The shipping company can charge the prices as discriminatory pricing strategy
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according to the customer, route (port of origin and destination), type of good, weight,
and volume. Another factor influencing the prices is the imbalance the number of
containers received and shipped (Dos Santos et al, 2006). It depends on trade volumes. If
the import volume is greater than export volume in a country, it means lots of container
imports from the other countries and waiting empty in this country ports but they must be
repositioned by the shipowner then repositioning costs occurs. It compensates;hence, the
shipping costs are more expensive from that country to abroad.

The good intensity at ports is very important for pricing.

4.2.2. Pricing for Special Equipments
Special equipments are open top, flatrack, reefer containers. They are valuable
because their operation is more difficult, their operational cost is higher than standards,
and their number is very limited. Project cargoes and cargoes in big dimension can load
and tranport within those. Cargo may exceed the container dimensions; such kind of
shipment is called out of gauge shipment. Out of gauge equipments caused slot loss on
the vessel; therefore, their pricing is different. Various policies as following can be
determined for open top and flat rack containers which are out of gauge (0og):
1. Pricing according to the vessel situation (load intensity)
2. Pricing according to the client
3. Pricing according to the number of avaliable equipments
4. Pricing according to the type of the good
For the first situation, the vessel is overbooked which means no more goods can
be accepted because the vessel is at full capacity. In such a situation, an oog container
will cause unutilized space on the vessel and this is not acceptable for the shipowner. It is
only possible to load such a cargo for high freight rates which compensate the damage of
the space loss. Also, the operation of an oog container is different and longer than a
standard container. Loading an oog cargo influences the loading program as well as it
may cause to leave some other clients’ cargoes.
Second situation is directly related with the power of the customer. If the
customer loads regular in high volumes, he will be privileged in terms of pricing and
priority when he needs special equipment. This is because the shipowner wants to

secure his regular standard container cargoes.

44



The third situation is about the imbalancing of the equipments at ports.
Sometimes some equipment goes some ports intensily, but returns of these may take
long times depending on trade and seasons. If the special equipments are accumulated
in a port and there is a shipment of equipment from this port, freight discounts are
rational rather than keeping them idle. Considering that the demand is also important,it
influences the discount decisions or the amount of discount.

The last situation is about the value of the good which influnce the freight rate
directly. There is a big difference between the freight of the steel frame construction on
a flat rack and the freight of a boat on a cradle. The value of the good is for million
dollars, for boat whereas it is 10 or 20 times less for steel frame construction. The
shipowner is responsible for delivering the goods to the consignee without any damage
as per freight agreement. Shipping high value goods are more risky. Such kind of goods
make high profits as well as they cause high claim charges for the shipowner in case of
damage. Besides, the exporters/importers of high value goods have a negotiation power

on freight charges with the shipowners, relatively.

4.2.3. Payment Terms and Delivery Terms

Goods may be transported on freight-prepaid or freight-collect basis as per
payment terms between shipper and consignee. Delivery terms namely incoterms are
used in order to define the trade contract responsibilities and liabilities between buyer
and seller. The Incoterms rules are an internationally recognized standard and are used
worldwide in international and domestic contracts for the sale of goods. The rules have
been developed and maintained by experts and practitioners brought together by
International Chamber of Commerce (ICC) in Paris, France and have become the
standard in international business rules setting. They help traders avoid costly
misunderstandings by clarifying the tasks, costs, and risks involved in the delivery of
goods from sellers to buyers (ICC, 2010). The most important point is how the costs and
risks are shared by the shipper (exporter) and the consignee (importer). In other words,
incoterms make the liabilities clear about the side of the payment and explain the
responsible side for the risks during the handlings and delivery of the goods (Ergoniil,
2007). The INCOTERMS was first published in 1936 (INCOTERMS, 1936) and it is

revised periodically to keep up with changes in the international trade needs. The
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complete definition of each term is available from the current publication INCOTERMS
2000. Here are some explanations of the most common terms as following (Foreign-
Trade, 2011).

EX-Works: One of the simplest and most basic shipment arrangements places the
minimum responsibility on the seller with greater responsibility on the buyer. In an EX-
Works transaction, goods are basically made available for pickup at the shipper/seller's
factory or warehouse and "delivery" is accomplished when the merchandise is released
to the consignee's freight forwarder. The buyer is responsible for making arrangements
with their forwarder for insurance, export clearance, and handling all other paperwork.
FOB (Free On Board): One of the most commonly used and misused terms. FOB
means that the shipper/seller move the merchandise to the port or designated point of
origin. Though frequently used to describe inland movement of cargo, FOB specifically
refers to ocean or inland waterway transportation of goods. "Delivery" is accomplished
when the shipper/seller releases the goods to the buyer. The buyer's responsibility for
insurance and transportation begins at the same moment.

CFR (Cost and Freight):This term formerly known as CNF (C&F) defines two
distinct and separate responsibilities — one is dealing with the actual cost of merchandise
"C" and the other "F" refers to the freight charges to a predetermined destination point.
It is the shipper/seller's responsibility to get goods from their door to the port of
destination. "Delivery" is accomplished at this time. It is the buyer's responsibility to
cover insurance from the port of origin or port of shipment to buyer's door. Given that
the shipper is responsible for transportation, the shipper also chooses the forwarder.

DDP (Delivered Duty Paid):DDP terms tend to be used in intermodal or courier-
type shipments. Whereby, the shipper/seller is responsible for dealing with all the tasks
involved in moving goods from the manufacturing plant to the buyer/consignee's door.
It is the shipper/seller's responsibility to insure the goods and absorb all costs and risks

including the payment of duty and fees.

4.2.4. Local Charges
Local port charges are explanied as following:
Free In / Free Out: Free in; the charge of the loading the container on board

from stowage area at port. It is an export item. Free out is the charge of the discharging
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the container from the vessel to along side of the vessel or stowage area at port. It is an
import item. There is not a standard in free in/out charges; it depends on port and the
shipping company.

Terminal Handling Charge/Fee(THC): 1t includes the charges of the movement
of the goods in the terminal area. As per incoterms rules, this local charge is paid by the
exporter/importer. THC is a terminal charge which includes the gantry crane costs, the
movement and stowage costs of the goods in the port, forklift costs, loading/unloading
the container, and the labour costs. The total of these are the costs for the goods leaving
the port. In order to do these, the port management appoints a crew of ten people, and
vehicles. If the goods are brought to the port by exporter and load to the container in
terminal area, then container loading cost occurs which is under THC.

Temporary Acceptance Fee:1f the container sends to the shipper’s premises for
loading or the consignee’s premises for unloading, the temporary acceptance cost
occurs. It has VAT (value added tax).

Bill of Lading Fee:1t is the cost of issuing the shipping document and invoice

Container Loading/Unloading Fee:It occurs if the goods are brought to the port
by exporter and load to the container in terminal area. It is invoiced under THC item.

The International Ship and Port Facility Security Fee(ISPS):International
Maritime Organization set measures to enhance the security of ships and port facilities

after the 9/11 attack. Then ISPS fee occurs. It may change as per port.

4.3. PROMOTION
IT is the specific blend of advertising, personal selling, sales promotion, public
relations and direct marketing that a firm uses to pursue its advertising and
marketing objectives (Kotler & Armstrong, 2011).
Advertising: Any paid form of nonpersonal presentation and promotion of ideas,
goods or services by an identified sponsor.
Personal Selling:Personal presentation by the firm’s sale force for the purpose of
making sales and building customer relationships.
Sales Promotion: Short-term incentives to encourage the purchase or sale of a

product or service.
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Public Relations:Building good relations with the company’s publics by
obtaining favorable publicity, building up a good “corporate image” and handling
unfavorable rumors, stories, and events.

Direct Marketing: Communicating straight to the customer with advertising
techniques such as mobile messaging, email, interactive consumer websites, online
display ads, fliers, catalog distribution, promotional letters and outdoor advertising.

The aim of promotion tools is to get a message across to the customer and
maintain good relations with clients, etc. Promotion tools operate at three levels —
inform, persuade, and reinforce(Plomaritou, 2008). Promotion to inform generally relates
to the promotion of new shipping services offered to new routes by the company.
Adpvertising persuades the target clients on the requirement and value of the service and
encourage them to take action just in time. The shipping companies use advertisements
in specialized sites and publications relating to foreign trade and international logistics as
a basic competition tools. The companies, which provide high quality transport
services, have a motive to reveal this quality through advertisements. There is also
the public relations side of advertising, which includes media relations and exhibitions.
Many shipping companies have developed various advertising programs which include a
web page on the internet, brochures, advertisements in the shipping press, and
participation at maritime exhibitions. They arrange monitored visits, use tele-marketing
tool, and send direct mails to their target market. They also issue press releases, make
leaflets. The company can do all of these by itself as well as an agency.

Every staff who has a direct relation with the client offer service, indeed.
Sustainability of the customer relations is very important as Theodore Levitt’s succinct
words: “The purpose of a business is to create and keep a customer” (Guaspari, 1995).
Emphasizing benefits of the service, customization, rewarding the existing clients by
sale promotions, solving problems with effective, and early solutions are after-sale
marketing activities and very important to keep customers in the long term. A focal and
continous attention is required. Studies have shown the best salespeople are those who
are highly motivated and good closers, but more than this, they are client-problem
solvers and relationships builders (Kotler & Armstrong, 2010). Since the main purpose
is to provide a good service, assigning a sales and customer representative, who can be

avaliable to reach, and understand needs and wants, and problems of the client, become
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very important.

Personal selling is a widely-used tool in the container shipping sector. Personal
selling is the interpersonal arm of the promotion mix. Advertising consists of one way
communication with target clients, whereas personal selling involves two-way personal
communication between salespeople and individual clients whether face-to-face, by
telephone, through video conferences, etc. This means that personal selling can be more
effective than advertising in more complex selling situations. In most shipping
companies, sales force plays a critical role. It serves as a major link between the
company and its clients. Salespeople represent the company to clients. They find and
develop new customers and communicate information about the company’s
products/services. Salespeople relay customer concerns about company services. They
learn about customer needs and co-operate with others in the company to develop
greater customer value. As companies move toward a stronger market orientation, their
sales forces focus more on market and customer. Salespeople should be concerned with
more than just producing sales; they also care about customer satisfaction with company
profit. They should be able to look at sales data, measure market potential, gather
market intelligence, and develop marketing strategies and plans. They should know how
to manage the company’s efforts toward delivering customer value and satisfaction. A
customer-oriented rather than a sales-oriented sales force will be more effective in the
long run. Beyond winning new customers and making sales, they can create long-term,
profitable relationships with clients (Kotler & Armstrong, 2010).

The shipping companies generally look for positive,energetic, self-confident,
organized, competitive, self-motivated, active, customer-driven and result-
oriented salespeople. One survey suggests that good salespeople have a lot of
enthusiasm, persistence, initiative, self-confidence, and job commitment. They are
committed to sales as a way of life and have a strong customer orientation. Another
study suggests that good salespeople are independent and self-motivated, and are
excellent listeners. Another study advises that salespeople should be a friend to the
customer as well as persistent, enthusiastic, attentive and honest. They must be
internally motivated, diciplined, and hard-working, and able to build strong
relationships with customers (Brewer, 1994).

Training programs are very important and have several goals. Generally big
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shipping companies take serious those programs and allocate time and budget for
training programs to their salespeople. Most of the training programs begin with the
company’s history and objectives, its organization, its financial structure and facilities,
and its major product/service and market. Salespeople should know about the
company’s services very well. They also need to know clients’ chracteristic and
competitors’ strategy. Salespeople must know how to make effective presentations; they
are trained in the principles of selling. Also, salespeople need to understand the
procedures and responsibilities. They learn how to divide time between active and
potential accounts, and how to use an expense account, prepare reports, and route
communications effectively (Kotler & Armstrong, 2010).

To attract salespeople, a company must have an appealing compensation plan.
Compensation is made up of the several elements such as a fixed amount, usually a
salary, gives the salesperson a more stable income; a variable amount, which might be
commissions or bonuses, rewards a salesperson for greater effort; expense allowances
(which repay salespeople for job-related expenses) let salespeople undertake needed and
desirable selling efforts; fringe benefits provide job security and satisfaction (Churchill et
al., 2000).

The big shipping companies generally use all of above elements for
compensation for salespeople. The other shipping companies usually use basic methods
such as straight salary, straight commission, salary plus bonus or commission for each
sale.

The company direct and motivate the sales force to do a better job through
supervision especially for new salespeople.

Sales management should be involved in helping salespeople to manage their
territories depending on a variety of factors. Those factors are developing customer
targets by classifying them based on sales volume, profit and growth potential, and call
norms accordingly; developing prospect targets; using sales time efficiently. One tool is
the annual call plan which consistsof activities taking part in trade shows, attending
sales meeting and carrying out marketing research. Another tool istime and duty
analysis.

Motivating the salespeople is one of the most important tasks of sales

management. In shipping companies, sales managements can motivate salespeople for
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morale and performance by its organizational climate which describes the salespeople
feeling about their opportunities, value and rewards for a good work within the
company; by sales quotas which state the volumes the salespeople should achieve; by
positive incentives such as honors, merchandise and cash awards, trips, and profit-
sharing plans.

A shipping company uses several ways to evaluate the salespeople’s
performance such as sales reports, personal observation, and customer surveys.
Salespeople are generally evaluated on their ability to “plan their work and work their
plan” (Kotler & Armstrong, 2010).

First step in the selling process is prospecting and identifying qualified potential
clients. Second approach is that salesperson should learn as much as possible about the
organization before calling on a prospect. Salesperson should learn about their
transactions, type of their shipments, loading/discharging ports, loading volumes, etc.
This step is known as the preapproach. Third step is attracting the client’s attention.
This step involves the salesperson appearance, opening lines, and follow-up remarks.
The salesperson make the client realize the need of that service by key questions. Forth
one is presentation and demonstration. During this step, the salesperson gives
information about the shipping company and its services, products, facilities and he/she
can show brochures, slides, flip charts. At this step, the salesperson should influence the
client, so the client wants to utilize benefits of that service. The salesperson also offers
freight rate for the client’s shipment. The other step is handling objections, especially
about price. The salesperson should be calm aganist client’s objections and provide
more information. He/she acts positive approach and take the objections as
opportunities to persuade the client. Final step is to close the sale. The salesperson
should recognize the right moment to close it by looking at signals from the client

including physical actions, comments, and questions.

4.4. PLACE

McCarthy (1993) defines place as delivering goods and services with the right
amounts, at the right locations and just on time when the customer wants them (Shapiro,
2000). Place mix is about physical distribution management decisions of delivering the

service to the client: when, where, and how (Canci & Erdal, 2003).
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Transportation sector is growing related to the physical distribution of goods as
globally, regionally and locally. Physical distribution is the general name of distribution
activities which is included in the movement of the goods from the origin of
manufacturing to the final destination of sale and consumption.Transportation service is
one of the functions among the range of activities in the physical distribution of goods
such as warehousing(choice of depot, storege, and inventory management), trade,
wholesaling, and retailing. Freight distribution grows fastly at the important places of
manufacturing, i.e., North American east coast and in the Midwest or in the old
industrialized regions old England and continental Europe. The changing geography of
manufacturing and industrial production have been changed the geography of freight
distribution, i.e., Hong Kong, Singapore, Shanghai, Busan and Kaohsiung in Pasific
Asia have become the largest container ports in the world (Hesse and Rodrigue, 2004).

Today, especially large amount of goods flows are directed through the
gateways and hubs which are the main door opening to the market area. Then the road,
rail or air freights are consolidated in these places and delivered to the final destinations.
In the case of North America, those particular hubs are the strategic gateways at East
and West Coasts, i.e., the Ports of the San Pedro Bay in Los Angeles, the Port of
Seattle/Tacoma, the Port of New York/New Jersey. The strategy of gathering the goods
at hub ports is increasingly becoming difficult because of the density, congestions, land
constraints, and traffic-jam at ports and the hinterlands. In such limits, inland hubs
which are the distribution centers become a more important issue. The distribution
system is not only providing for the constant flow of cargoes, but also providing their
availability and accessibility in right amounts and on time. Distribution firms have to
challenge by expanding the infrastructure and rationalizing flows in order to meet the
demand of punctual delivery. They should focus on warchousing, trucking, railways,
and air freight activities which are the important indicators and drivers of this
distribution system (Hesse & Rodrigue, 2004).

Regarding the choice of building location, the shipping firms try to minimize
land costs, energy costs, and distance to the clients. In order to do this, decision makers
assess the advantages and disadvantages of different locations. The concept of location
choice means to determine the most advantageous location for the firms in short or long

term. Whether renting the building or owning it or constructing it cause big differences
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in the constant costs. If the building is rented, the expenses are the rent per month,
lighting, heating, material and insurance expenses, and taxes. If the firm wants to own
it, they have to make a big investment at the begining. If they decide to contruct the
building, buying the land and the process of construction have to be considered. The
land has to be appropriate enough for future investments and expansions. A parking
area will be better. Traffic-jam should be considered. Locating on an area where
telephone, fax, internet, and computer connections are good would be preffered.

The right choice of empty container depots is very important. Empty container
depots are places where the empty containers are picked up to load for export and return
after unloading for import. The location of these depots should be decided as
considering the closeness to the both clients’ places(factory and warehouses),
connection hubs to other transportation modes(road, rail), and accessibility to loading
ports for maximum customer satisfaction. The right choices for location influence the
firm’s success by improving the firm’s performance.

Strategic location of some ports also attracts many global leaders of shipping
sector.Geographic location of following ports has proven to be one of their best assets:

Singapore is known as the busiest port in the world in terms of the total
shipping tonnage with 1.92 billion gross tons (GT) in 2010, an increase of 7.5 percent
from the 1.78 billion GT achieved in 2009. Container traffic in 2010 totalled 28.4
million Twenty-Foot Equivalent Units (TEUs), a 9.9 per cent increase over the 25.9
million TEUs recorded in 2009(Asiaone, 2011). Capitalising on its strategic location,
sophisticated port facilities and shipyards, Singapore’s maritime industry is energetic
and exciting. It’s ranked first among 20 ports all around the world as the world’s busiest
container port in 2010 (Wong, 2011). The port is connected to 123 countries: to over
600 other ports in more than six continents. Singapore is one of the world’s premier hub
ports (MPA, 2009).

Houston has a very good geographic location which is centrally located on the
Gulf Coast. It is a strategic gateway for cargo originating in or destined for the U.S.
West and Midwest. It is ranked first in the U.S in foreign waterborne tonnage and
second in the U.S in total tonnage. Houston lies within close reach of one of the nation's

largest concentrations of consumers. There are approxiamtely 77 million people living.
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The wide truck, rail, and air connections help the goods to be economically transported
between Houston and inland points (POHA, 2010).

Izmir, the 3rd biggest city in Turkey with a population over 3.5 million,
merchandises through seaway and Izmir performs 91% of its exports through marine
transportation and it is one of Turkey's major container ports. The Port of Izmir is
located with its face towards the Aegean Sea, at a critical point between North Africa
and East Europe. The Port of Izmir has a wide agricultural and industrial hinterland. It is
located on the coastline of Alsancak, where residents prefer to stay and businessmen
prefer to work. Railway, highway, and airway connections to the port make the port
easy to access. Port of Izmir has a capacity to contain 3640 ships per year and it has a
2,950 meter long berth/pier length and 13m draft. The Aegean Region Ports Hinterland
is settled in an area based in Izmir and covers the cities near Izmir by which the
transportation modes ease the access to the port, Manisa, Mugla, Denizli, Aydin,
Kiitahya, Afyon, Usak and Eskisehir. In the large hinterland of Izmir Alsancak Port,
excluding the Aegean Region’s demand, the demand of Marmara and Inter-Anatolia can
easily be supplied, which concludes to the idea that the Izmir Alsancak Port has the
biggest hinterland area in Turkey (Port of [zmir, 2011).

4.5. PEOPLE

It is all the participants who take charge in a part of service delivery process. It is
hard to evaluate a service without thinking about the people who make it possible.
These participants are divided into two groups: service providers and customers.
However, the firm should consider about other customers in service environment,
because there is an interaction between the customers. Customers generally tell their
experince with a service provider to the potential customers in their business
environment. These participants are refined as the firm’s personnel, the customer, and

other customers in the service enviroment (Zeithalm et al., 2009).

4.5.1. Employees’ Role in Service Firms
Any firm needs manpower (people) whether tomake product or provide service.
Manpower requirement is more necessary in service organisations since they are more

labor-intensive (Canct & Erdal, 2003).
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In service firms, the personnel play a critical role on influencing customer
perceptions of service quality. Especially personnels, who contact with the customer
directly by telephone or face-to-face are the key compenent of the service. They are
called boundary spanners who interact with the external customers as well as internal
employees directly. Boundary spanners provide a connection between the external
environment and the internal operations of the firm. They have a significant function in
interpreting the information from and to the firm. They are the organization in the
customer’s eyes and they are the brand because they represent the firm (Zeithaml et al.,
2009). In container industry, there are generally six departments: sales, operations,
customer service, finance and accounting, administration, human resources. Especially
salespeople and employees in customer service department are referred to as boundary
spanners. They should keep smiling, make eye contact, show individual interest, and
have a friendly conversation with people. Customers usually judge the service quality
by evaluating the firm’s personnel. The ability, attitude, and behavior of the personnel
help customers to evaluate the service quality (Goncalves, 1998). Beside this, the
performance of all employees who works for operational duties, financial issues, and
information technology has a direct impact on service quality (Canct & Erdal, 2003).
Therefore, it is very important that the managers attach great importance to the
employees by observing them and measuring their performance regularly with key
performance indicators. Otherwise, employees tend to be variable in their performance
which can cause to pendulum quality (Yelkur, 2000). Determination of underperformer
processes, identifying the problems, and taking recovery actions are the important steps
to increase customer satisfaction (Canci & Erdal, 2003).

Appearance also influences the customers’ perceptions of the service, especially
in professional relationship-based services such as consulting, counseling, and teaching.
In other services, the apperance of the personnel may play relatively small parts in
service delivery (Zeithaml et al., 2009). In container shipping sector, salespeople give
much more importance their appearance because they meet clients face-to-face while
the other personnel usually contact with customers through telephone and e-mail.

Frontline-staff as well as back-office staff must gain the effort of soft skills
training and technical training. Training in interpersonal and communication skills as

well as process and problem-solving skills is essential to any service organization.The
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best and strongest managers in service organizations do always get in the frontline, and
shows staff how to handle difficult customers. They do always set a perfect example.
They set up and implement a service model strategy, which should be followed by all
employees. The service strategy is the brain of the service organization. Management
should design internal and external procedures with customer convenience in mind or
make a reference group of customers, invite them in, and have their word of new
coming procedures in the service organization. They should involve customers to
commit them to buy a product through excellent attention and service. These are some
guidelines, which are fundamental in having a customer oriented organization (Schak,

2008).

4.5.1.1. The Effect of Employee Behaviors on Service Quality Dimensions

There are five dimensions of service quality: tangibles, reliability,
responsiveness, assurance, and empathy (Chen et al., 2009). All of those can be
influenced directly by service employees (Brady &Cronin, 2001). Tangibles are
identified as visiual facilities of the firm, i.e., appearance of employees. Reliability is
about performing service right the first time. When service failures occur, employees
are responsible for making things right and using initiative for service recovery.
Responsiveness is related to giving prompt service; the customer can reach to the
employee easily and the employees are always willing to help the customers. Assurance
is described by feeling safe in transactions with the firm. The customer should feel
confidence while doing business and contacting the employee. Employees should
behave in a polite way. Assurance depends on the employees’ communication skills to
inspire the customers’ trust. Empathy is related to pay an individual attention to the
customer. Employees should listen to them carefully, try to understand clearly, and
customize in delivering service when necessary (Durvasula et al, 1999). As per research
results show, the customer-oriented employees have a good relationship with the
customers. They have sagacious and careful listening ability. And customers are
satisfied and more likely to return (Zeithaml & Bitner, 2009). A container shipping
company must pay attention to service quality dimension and they should implement

them as a guide line in order to have customer satisfaction.
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4.5.1.2. Strategies for Delivering A Good Service Through People Mix

A complex combination of strategies is required to deliver service quality and
sustain a constant customer-orientation and service-orientation for the service
employees. These strategies are referred to as internal marketing, which has been
defined as marketing activities of the firm for its employees. It is a process of attracting,
motivating, and keeping talented, customer-oriented, and service-minded employees in
the firm by satisfying their needs (Joseph, 1996). The strategies are based on four main
themes in order to build a customer-oriented service delivery. These strategies are hiring
the right people, developing people to deliver service quality, providing needed support
systems, and retaining the best people.

The firm should focus on recruiting the appropriate workforce for an effective
service. The firm should assume recruting as a marketing activity; it should determine
the issues of segmentation (employee), job description, and promotion of the job in
order to appeal potential long-term employees. The firm should interview multiple
employees for an open position and get the right person among them. Applicants should
be evaluated in both service competencies (skills and knowledge) and service
inclination (individual’s interest) for an ideal selection process for service employees.
Inclination is about personality and research has shown that service effectiveness is
correlated with service-oriented personality chracteristics (i.e., thoughtfullness,
helpfulness, etc.) (Brown,1991). The firms can apply surveys among their existing
employees to set goals to keep best people. Preffered employees generally look for
training, career and advancement opportunities, social facilities, internal support,
attractive incentives, and quality goods and services to go on working with the same
firm (Zeithaml et al, 2009). The firm should develop its employees by training to ensure
service performance. Big shipping firms give top priority to the education and training
for the offshore and onshore personnel of the firm. They allocate particular money from
their budget for continous employee training. This is a strategy for the future of the
firm. According to this strategy, a firm’s personnel participate in training programs in
order to be informed about the new developments of the international shipping sector
(Plomaritou, 2008). The courses may involve in technical skills for offshore personnel
and involve in training areas such as personal skills (i.e., presentation techniques and

sales techniques), IT skills, language training, courses in economics and maritime
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law,and education aimed at solving future management tasks for onshore personnel.
This is a way of unfolding the ability of the employee and also affects the continuous
professional development of the firm. It is not enough to encourage individuals,
promoting teamwork is also very important. Customer satisfaction can be enhanced
when employees work as teams. Service employees require internal support from their
supervisors, teammates or other departments as well as evaluations of technology and
equipment necessary for the job (Mayer, 2002). Measuring and rewarding are tools for
maintaing internal service quality. By this way, the firms encourage people while
motivating them; and also, the firm can identify its customer (employee), understand
their needs, measure their work performance, and make improvements. Retaining the
best employees is essential for the firms. The firm spends money and time for attracting
people. A high employee turnover is not good for a firm in terms of reputation of the

firm, customer satisfaction, employee motivation, and overall service performance.

4.5.2. Customers’ Role in Service Firms

Customers are the lifeblood of the firms. Research has mainly focused on
employee performance, service process, and tangibles in creating service quality for
customers. However, in many services customers’ participation is heavily required for a
qualified service outcome, and customers themselves have a big impact on their own
dis/satisfaction. This is true whether the customer is an end-user or a business. The
customer involves in service activities such as identification of the situation, handling
problems, service recovery, ongoing communication, and provision of equipment. Level
of participation may change as low, medium, and high according to the type of
organization. In some cases, all is required is the customers’ presence just like in
concert or airline travel. In some situations, customer inputs (information, material) are
necessary. In shipping sector, the customer should provide certain information about
her/his shipments for an accuracy quotation and for the appropriate operation design;
he/she makes the goods ready on time at right place, and also makes the payment on
time. Also he/she should arrange necessary documents properly. He/she can speed up
the process by utilizing e-commerce technology. He/she can arrange online booking and
give shipping instruction through internet. High level of participation is absolutely

required in all forms of education, training, and health-care. Unless the customer
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makesan effort, the service provider cannot deliver the service outcome effectively. The
organizational productivity, service quality and customer satisfaction are affected by
customer involvement at all the levels (Bitner et al., 1997). Marketing managers try to
create a mutually advantageous relationship in the long-term. They are no longer only
customers; they are partners. The meaning of partner clarify that there is something to
be gained from the other party. The customer, as partner, gives information about wants
and needs, as well as constructive criticisms of offers that are presented (Yudelson,
1999).

The firms should encourage their customers to participate. They should
determine the level of participation exactly, and clarify the tasks for customers; the most
important issue is that the customer must understand its own role in the process very
well for quality and productivity. The managers emphasize the importance of customers
as partners, so the customers must be aware of this. They can make a contribution to the
quality by good adaptation of their roles as supporters, co-producers of the service, and
consultants to the firm (Bettencourt, 1997). The era of transaction-orientation finished;
it is time of relationship-orientation(Kumudha, 2008).Globalisation increased the
competition; there are lots of firms in the market. The firms try hard to attract,retain the
customer or and seek for the ways of winning the lost customers back. Managing the
relationships with the customers become crucial in the wake of globalisation in order
not to lose the customers who are the key of the more success. They have a relationship
with the firm-in the past, present, and future; and this relationship create knowledge.
The firms have kept relationships with the customers through constant interaction by the
way of visiting the customers in certain periods, applying surveys, and organising
meetings. By this way, the new knowledge is also gathered. Customer knowledge is not
the knowledge about the customer; it resides in the customer. Gathering this knowledge
requires a strategic management. The firm manages the identification, acquisition, and
utilization of customer knowledge. Smart companies become more customer-focused
and have an external perspective on knowledge creation and renewal. Customer
knowledge managers aim at generating growth of the organization and value for the
customer by engaging in an active dialogue. Customer knowledge management is a

business strategy which includes gathering information about customer behavior, their
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habits, and needs and wants so that company can deliver more of their product/service
efficiently (Kumudha, 2008).

Managers should not forget that service customers are human, and take the
importance of timing into consideration so that they lead their customers on time. It is
essential to know “when” and “who” are served; the answers of these questions come
with the necessary efforts that affect to the quality and production of the services.
Complaining behavior of customers can bother the firm’s personnel; however, this is a
key opportunity to improve the service quality (Canci & Erdal,2003). Mostly customers
prefer to stay silent when they are unhappy with service, and if the problem continues,
they change the service provider. Tax, Brown and Chandrashekaran (1998) have
determined the reasons why the customers keep silent and do not complain. They do not
believe that the company will respond to their complaints and they do not want to lose
time and effort in complaining. They are afraid if the firm will be aggressive aganist
their complaints, or they are not aware of their rights aganist the firm’s obligations.
However, complaining customer is better than unhappy but slient customer. Service
firms must listen and pay close attention to the complaints. They must be attentive to
service recovery issues and its relation with the customer satisfaction. Resolved issues
are not limited for only complainant; the firm must be proactive and apply the solution
to each process in delivering service and ensure that the problem issue will not repeat in
the future. A customer-oriented complaint management system is required for a high
quality service. Meetings with the customers can help to identify the problems.
Employees must be quality driven, the employee must care about the existing
customers, the employees must be awake to the indications of dissatisfaction, and
should accordingly examine and try to understand the reason(s). The employee should
be calm aganist the complaining and provide certain, clear, timely and right
information.Moreover, a generous compensation should be given to the customers who
are mistreated (Durvasula et al.,2002).

Customer commitment depends on satisfaction in service process. In the
container shipping sector, a customer can be happy if they can reach to the firm
personnel easily and get early reply; if the firm quote their freight request quickly,
accurately, and clearly; if the firm confirm their booking and provide suitable

equipment according to the type of cargo; if the truck arrive at their factory on time in
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case of inland transportation; if the firm provide correct and ontime documentation; if
the firm lay down redemption date for their payments; if the transit times and vessel
schedules are reliable; if the containers are released without any problem; if the firm
provice extra free time at discharge port and reduce the demurage costs and if they have
regular face-to-face meeting with their sales representative. These are the basic issues
that the firm must be attentive in order to handle shipment and satisfy customers

(Odabasi, 2002).

4.6. PHYSICAL EVIDENCE

Physical evidence is the environment in which the service is provided and any
tangible components that facilitate performance and communication of the service
(Rafig & Ahmed, 1995). Service providers need to provide signs of tangibility to have
new customers, and keep the existing customers, and to develop a good image in the
customers’ mind. Physical evidence overlaps with the promotional mix because all
tangible signs of the service are also part of the communication mix, i.e., sales
promotions (Gongalves, 1998).

Physical evidence is important because customers rely on tangible clues to
evaluate the quality of service provided and to assess their satisfaction with the service.
Thus the more intangible-dominant a service is, the more there is the need to make the
service tangible (Gabbott & Hogg, 1994).

The physical evidence of a service firm is building, landscaping, decoration,
symbols, logo, employees, contracts, press materials, service catalogues, letterhead,
business cards, reports; and also equipments and transportation vehicles can be added
for a shipping firm. Service firms should manage the physical evidence attentively since
those affects the customer impressions.

The physical evidence can be divided into two as servicescape and other
tangibles (Zeithaml & Bitner, 2009). Servicescapes are essential tangible that are
required to deliver service; these belong to the firm and will not come into customers’
possession. There are also subsdiary evidences which are necessary; those are come into
customers’ possession. Forexample, in the hotel industry, hotel building, hotel rooms,
conference rooms, equipments, personnel; in the attorney services attorney himself, his

secretary, his office; in the health service industry, hospital, doctor himself, surgery
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room, etc., are the servicescapes which are essential evidences. In these industries,
uniforms, stationery, soap, bandage, shampoo, etc., are other tangibles which are
provided by service organisation and possesed by customers.

In the container shipping service industry, customers rarely visit the service
provider’s office and they are not much interested in office atmosphere, whether there is
expensive furniture or luxury decoration materials in the office. They are much
interested in functionality dimension of the service that is provided. The most important
issue is handling their goods to the right consignee on time without any damage. Carrier
is responsible during this time for operational process in full compliance contract and
legislation. Besides, technologic infrastructure for a constant communication and
information flow, online tracking of their goods, and the utility of the firm’s web site
are important physical evidences to satisfy the customers (Canct & Erdal, 2003). On the
other hand, the employees of the container shipping firm are influenced by the office
atmosphere. A good job-working atmosphere makes a positive contribution to the
motivation of the employees (Cengiz & Pirtini, 2008). Otherwise, in a negative job-
working atmosphere including decoration, layout, ligthing, air-conditioning, lack or
useless equipment, stationary influenced employees negatively, and employees cannot

work efficiently. Firm should care about its employees as much as its customers.

The physical evidences in container shipping sector are as following:

Table 5: Physical Evidences for Container Shipping Service

PHYSICAL EVIDENCES
SERVICE
Servicescape Other tangibles
Container Shipping |Port Delivery order
Terminal Bill of lading
Storage area Invoices
Sea, land, railway vehicles Freight terms contract
Container Export/Import contract (delivery and payment terms)
Loading/unloading equipments Vessel schedule, daily position of vessel
Container storage leaf
Rate request form
Letter of commitment

source: Cengiz & Pirtini, 2008
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Sea Port: A harbor or town having facilities for seagoing ships.

Container Terminal: A specialized facility where ocean container vessels dock to
discharge and load containers equipped with cranes with a safe lifting capacity.
Container Freight Station (CFS): Location on terminal grounds where stuffing and
stripping of containers is conducted.

Bill of lading: A contract between a shipper and carrier listing the terms for moving
freight between specified points (AAPA, 2009).

Delivery Order:A document issued by a shipping company or freight forwarder
authorizing delivery of cargo from its place of landing and storage (Masterline-logistic,
2011).

Freight Contract: 1t is a shipping contract between carrier and shipper/consignee which
includes liabilities, terms of agreement, details about other costs that can occur such as
demmurage, storage, and etc.

Vessel Schedules: 1t is arranged by liner shipping firms and shows vessel rotations,
ports of call, estimated times of sailing, arrivals, and cut-offs of the vessels. It is
generally avaliable on their web-sites.

Daily Positions of Vessel: It is a document that shows daily positions of vessel. It is
received from captains and sent to the clients by e-mail for their information. A copy is
presented in the part of Appendix 2 of this study.

Container storage leaf:Ir is a document which shows container number and the place of
storage as a booking confirmation. A copy is presented in the part of Appendix 3 of this
study.

Rate Request Form:It is an information form filled by the client, who has export/import
shipments and which includes necessary details about shipment.

Letter of Commitment: A letter guaranteeing that contractual provisions will be met;
otherwise, financial reparations will be made. A copy is presented in the part of

Appendix 4 of this study.

4.7. PROCESS
Process is the working method and arrangements of an organization. Process is
referred to as the procedures, mechanisims and flow of activities among the different

service units who works for the same purpose (Cengiz & Pirtini, 2008; Yelkur, 2000)
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defined the process briefly as the how of service delivery. Melan(1992) also defined the
process as a bounded set of interrelated work activities providing output of greater
added value than inputs by means of one or more transformations. Both manufacturing
and service operations have common factors of transformation, feedback control, and
repeatability. They have also similar characteristics.

Transformation includes converting materials, requirements, equipments and
facilities, instructions together with information relative to conversion into the output of
greater added value. Service processes also involve the basic types of transformations
such as transactional, locational, and informational conversions. For example, banking
and insurance are largely transactional whereas transportation is primarily locational
with some transactional conversion occuring. Data processing and product development
operations are mainly informational conversions.

Feedback control is modifying or correcting outputs of transformation activities
for a higher value. Feedback is obtaining information from outside of the process
(external customers) as well as information internal to the process. It can also take the
form of revenue which is used to continue the operation. Feedback is necessary for
avoiding deterioration of the process.

Repeatability is catching and keeping a good standard of output. It means the
process can be performed many times in the same way.

All well-defined and well-managed processes have the following common
characteristics (Stahl, 1999):

The process owner: There is a manager who is responsible for the operation
identifiability. The manager understands the organization mission, its output, or his/her
own duty. His/her performance is evaluated by looking at the standards such as cost,
schedule, and quality.

The process scope: A well-managed processes have a clear begining and
ending;its boundaries are well-defined. Understanding the requirements on both input
side and output side is essential for a good process management.

Well-defined internal interfaces and responsibilities: Internal interfaces are
points where the output of an activity leaves related department or business unit and
becomes an input for the next business unit. Interfaces demarcate the point;

responsibilities are also handed over the baton between the employees/units.
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Documented procedures, work tasks, and training requirements: Work flow in
an organisation should be documented in great detail. Job descriptions should be clear
that every employee knows his/her own duty. Documentation provides the
standardization of the manner. Documentation is like a guideline for the employees; it is
training and reference aid in the process.

Established measurements: A well-managed process has measurement close to
the point at which the activity is being performed in order to minimize the cost. End-of-
line recognition is not too late but can be expensive for the organization. Cycle times
are also important. Well-managed processes have customer-related measurements and
targets.

Control of process: Feedback and regulations are required in order to keep
capability and provide consistent output quality.

The service process distinguishes from manufacturing by its intangibility, non-
accumulation, degree of customer contact, and immediacy. Some type of service
process can be identified easily by both service provider and customer, because the
customer participate at most step of the process (i.e., real estate service). However,
some service transactions cannot be well-defined by the customer because he/she
involve in the particular steps (i.e., cargo transportation) or some service process cannot
be defined by the customer which often involve high electronic transfers (i.e., brokerage
and ATM transaction).

When the process proceeds smoothly, customers hardly notice what kind of a
process it is, they are happy with the outcome. They tend to expect that the process will
occur just like the same way at every time.They don’t like bad surprises. When there is
a problem with process, external customers become angry, unhappy, and mistrustful.
The importance of the process comes to the forefront at that point. Service provider
should strive to operate in a “no surprises” environment in ord