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A Study on Distinguished Alliance Network of Global Logistics
Market : The Focus on Our Country’s Small and Medium Sized
International Logistics Firms

Ho Seon Hong - Kyu Seon Park

Doctor’s Course, Dept. of Aviation Management. Korea Aerospace University, Gyeonggi-do, 412-791, Korea

The core of this research studies the strategic alliance of airlines, container shipping liners, and port operators
that have shown successful results through the recent differentiated strategic Alliance Network, although a
difference of scale exists between these firms and the small and mid-sized International Logistics firms, but
because of the worldwide traditional Alliance Network of International Logistics firms, HTFN’s(High Tech
Forwarder Network) half hearted attitude and the small scale alliance of the small and mid-sized International
Logistics firms organized in 1998 cannot breakthrough the present strenuous situation. And these results,
creating an attempt to save our country’s International Logistics Industry which have fallen into depression,
suggests an awakening of a new strategy based on specialized nationals innovative IT-which does not exist in
the world market-by categorizing our country’s small and mid-sized International Logistics firms which are
active worldwide.

Keywords: Differentiated Alliance Network, Effect of Alliance Network, Logistics IT Solution, Small and
Mid-sized International Logistics Firms, Global Logistics
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Table 1. 2011 First half year exportation results and second half year prospects

2010

2011

First half year |Second half year

Division
(one hundred
million USD)

(one hundred
million USD)

Annual
(one hundred
million USD)

First half year | Second half year Annual
(one hundred

million USD)

(one hundred
million USD)

(one hundred
million USD)

Export (rate 2213 2,451 4,664 2,772 2,838 5,610
of increase) (34.3) (23.3) (28.3) (25.2) (15.8) (20.3)
Import (rate 2,038 2,214 4252 2,601 2,704 5,305
of increase) (40.2) (24.6) (31.6) (27.6) (22.1) (24.8)
Balance 175 236 412 171 134 305

Source :
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Korea International Trade Association, 2011. 6. 27 source released.
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Table 2. 2009 International logistics category, number of firms, amount of sales, and tangible assets

2009
International Logistics Category . Amount of Sales Tangible Assets
No. of Firms(#) o .
(one million won) (one million won)
Total 1,499 50,248,235 43,325,716
Water Transportation Business of Outport Cargo 148 34,099,748 28,149,570
Regular Air Freight Business 6 13,546,034 14,700,199
Irregular Air Freight Business 9 62,803 59,681
Intermodal Forwarding Business 1,336 2,538,393 416,266

Source :
research paper.

The researcher used the foundation of the Bureau of Statistics data (Point of survey based on 31 December 2009) to suit the nature of this

Table 3. 2009 Total summary by the scale sales of international logistics firms

2009
Sales scale of International Logistics Firms ) Amount of Sales Tangible Assets
No. of Firms(#) (one million won) (one million won)
Total 1,499 50,248,235 43,325,716
Below 50 million won 23 809 138
50~100 79 5,841 1,546
100~500 448 124,896 23,894
500~1,000 295 212,772 97,412
1,000 ~5,000 410 887,089 298,741
5,000~10,000 97 688,266 885,666
Above 10,000 million won 146 48,327,305 42,011,461

Source :
research paper.

The researcher used the foundation of the statistics material data (start of survey based on 31 december 2009) to suit the nature of this



314

Table 4. 2008 Sales of major logistics firms outside domestic area

Ho Seon Hong - Kyu Seon Park

(one hundred billion won)

Amount Domestic Amount Domestic Amount
Rank Global e o i

of Sales (Logistic firms) of Sales (Shipping and Aviation firms) of Sales
1 Deutsche Post 874.8 Glovis 30.6 KOREX 102.1
2 Maersk 674.4 KOREX 18.2 Hanjin shipping 93.5
3 UPS 567.4 PANTOS 12.3 STX Panocean 82.6
4 Deutsche Bahn 538.0 Samsung Logitec 11.3 Hyundai Merchant Marine Co. 80.0
5 FEDEX 418.2 Hanjin 8.5 Asiana Airlines 42.6

Etc. : 1. Aviation sales include passenger transportation.

2. Sales of foreign firms expressed as EUR and USD are references to the Average annual exchange rate.

Source : Korea International Logistics Council in Korea International Trade Association, “Our country's Foreign logistics competitiveness current survey.”
FE EHE U s ERVIGY MEFAME0Z 8009 9)S S APk 2 AT 2006 13 AF5EF EFIIH AF o]
7122 % Fedexth= 1709] S 2¥ EF7199 93.6% 3 2010d7}1A] j—317H NEZNE 2 35 DA (HFH AF)
B Aoz ZALE |, AAARS HE T g Atet 9] 7)ol 5%‘ 719 S e 3o FERAs
A sk Q) 7F #HA - QT (Park, 2011). KOTRAGIM = A AlA =+

23422 FABF/Y $4E 9P FHEFAY
J X

Al 74@ 307H4 ST FAEE SH 3 AA
37 wglo] 550z N, 7/1AAA Age] ue}

T U] FAEFAIYES ARFel Hlste] G55 o] 9] %TErHl% ARE 5T 48 Aud 2710 FEA9S 9
o, o3 BAYES Heslr] ffsto] Frolde 228st 3 TeAA 7152 Asketal Atk <Figure 1>l ®of A= ut
o FARF/IYS 4o S 9ok 1 ABOT WAR 9} Po| HRE FFERIY ASAE £5e Yo
90 FAABE 250 H57140) BRNE AL B 2t Ropd 2R A7l A%AN A4 7R A
QYR AR PIBFEE AN, IR AL S 2 3 D TAERE 2 THERAIAE ATY

S HRASIA 0060 E FREFAY AFAL 4 A 22 BRI199) S} AF ] vulste] 20045
Propulsion direction
( Promotion considering difference with Global logistics firms )

Main causes [
and current state

Step 1 (05-709)

] [ Step 2 ('10-"14) ]

4 )

O Limited logistic markets support policy
p Consigner’s preference for self — operatmg

logistics process

(Expansion in third party logistics market \

» Control over company’s self-operating

» Subcontract mducement i the logistics whele

4 )

p Mzmtzinimg of the seli-operating logistics

support pelicy

O Small minority in Integrated-logistic firms for network construct

T Inducement in enlargement of logistics firms
» Expanding the scope for service
» Support in M&A between logistics companies

O Development of Global logistic firms

- Enlargement of scale

p Centering on categorical logistic service

p Imadequacy m mtemationzl network logistics companies

O Inefficient estzblishment of small busmesses Compames

P Inadequacy of large scele and inducement Imowledge based

O Stressmg development of comprehensive
» Support and certificate comprehensive logistics

» Support and construct i network and

» Advanced mformation-orientd of operation

» Intemationzlization of active fisld

-

/

o )

:\&Jppm for overzll logistic companies /

Source :
2004. 8. 19.

Presidential Committee on Northeast Asian Cooperation Initiative, “Promoting Logistic Firms for the Realization of Northeast-Asian Logistics”,

Figure 1. Developing level of global logistics firms
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marketing alliance), X|&4+ Al F(equity alliance), 38 & <1
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Table 5.2003/2009 Analysis on distinctions of alliance group’s sales result

International line
Category Year Memmbers Flight No. of No. of | Yearly Transportation Market share(%)

established City | Departures | Lounge Personnels (million) Rank | 2003 | 2009

Star Alliance 1997 21 975 18,100 805 500 1 25% | 28%
Sky Team 2000 10 899 16,582 447 462 2 22% | 24%
One World 1998 10 663 8,951 531 319 3 18% | 20%
Amount 65% | 2%

Source : The researcher used the foundations of IATA(2005) and Kim(2010) sources to suit the nature of this research paper.
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Table 6. 2006/2009 Difference in shipping-tonnage among alliance groups
) o 2005 2009
Container shipping firms . — —
. Shipping company No. of Shipping-tonnage | No. of Shipping-tonnage
/Alliances
(TEU) (TEU)
New World Alliance APL, MOL, Hyundai, Mitsui osk 700,442 1,918,800
Grand Alliance Hapag-Lioyd, NYK, MISC, OOCL 953,869 1,552,713
CKYH Alliance Hanjin, K-line, Yang Ming, COSCO 1,041,048 1,371,254
Maersk-Sealand Maersk-Sealand 1,620,587 1,894,100
MSC MSC 733,471 1,387,200
CMA-CGM CMA-CGM 485,250 895,400
Evergreen Evergreen 458,490 619,300
Source : The researcher used the foundations of Noteboom(2006) and Institute of Shipping and Logistics(2009) sources to suit the nature of this
research paper.
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Table 7. Regional advanced current state of five worldwide port operators

Region HPH P&O Ports ICTSI SSA PSA Amount
Hong Kong
Shanghai Manila
Yantian Batangas(PH)
Gaolan Dhekou Singapore
Jiuzhou Tianjin . o Dalian
. . ) Manila Ho Chi Min(VN) 27
Asia Nanhai Qingdao . Fuzhou )
. Cebu Singapore regions
Jiangmen Bangkok Muara(BN)
Shantou Laem Chabang Inchon
Xiamen Surabaya(ID)
Jakarta Vostochiny(FU)
Yangon(MM)
Southampton
Felixstowe Tilbury(UK)
Genoa
Thamesport Genoa . .
Europe . Venice 12 regions
Harwich Naples .
. Sines(PT)
Rotterdam Cagliari(IT)
Antwerp
Eastern America and 23 ports
F t i If 80
North America reepor i gu ateas 60 ports :
(Bahama) New York port regions
New Orleans
B
:;I;:s Colon(PA)
Central and | Cnstobal(PA) . . Manzanillo(MX) 10
. Buenos Aires Rosario(AR) . .
South America | Balboa(PA) Veracr San Antonio(CL) regions
uz
San Vicente(CL)
Ensenada
El
Sokhna(EG)
Colomb Aden(YE
Middle East/ olom ,0 Karachi Kakinada(IN) e.n( i ) 13
. Port Qasim Tuticorin .
Southwest Asia Dammam Dhamra(IN) : regions
Nhava Sheva ; Pipavav(IN)
Chittagong(BD)
Dhaka(BD)
Brisbane
Australia/New Fremantle Auckland(NZ) 5
Zealand Melboume regions
Sydney
Maput
Africa apuo Durban(ZA) 2 regions
MZ)
Source : Korea Maritime Institute, Studies for plan in construct-based overseas expansion of Port 3 business, 2000.
4 FARF B AF UENDS B3 2 ATG U BF 3 F23 TABTALED A AA FL 245 100
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Aol A Bl S A, RAACK Ik Wk opy} ) of A B FHA 23 AEHQ Bk Al FHS
ol 25 T2 BAY e TAER 7IHS gokste] 2o ub 7]2ojop Tk
EAFAIAG7IES S, 2L A AA AGE, Ae 2o T2 FASFVIGY withell B2 FRA e wA )
832 FAERIYY s S BEHE S8V 57 = FRERISVIGAMA ATHE 4% QA E, 5 =7
RS FHNoF Ik <Figure 2>9] ol Yebd vp A BLAJRE S5 93 AL 37 ol i M A /ls
o o] A= FHE AFAA A 712l whet SelM EFAIAE SR B AN A, AlFARel g QA 2
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Operating
Division

Source :
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£ 3018 = = A5-5H AHA|2H QI DHL IVRS(Inter-
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o Consignor company
O Alliance company
@eseesensp Network within the organization

el Dieal within network and organization

The researcher constructed the following to suit the nature of this paper.
Figure 2. Concept Map of the differentiated alliance network
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Compl doc Esti for transport fee and schedule
Send shipping documents Supplying information on transport
Checkup on cargo transport S A O Y
on clearance and customs
Network sharing Apply for forwarding reservation
Mileage Sharing Checkup on delivery of shipment
IT Solution
Sharing all kinds of logistic infor A ic trace on shipments
Sharing conselidation function Use of transport mileage
Fare negotiation among networks Complete papers on insurance cargo
zSharmg a-ccumu.laled and distributed Receipt from transport stock
information
Electronic payment system Electronic payment system
Member’s side Consignee’s side
Source : The researcher constructed the following to suit the nature of this paper.

Figure 3. IT Solution function of differentiated alliance network
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Network

- Expansion of regional network
- Expansion of E-Biz

- Exchange information

- Create synergy effect

[

Knowhow Marketing
- Obtain professional humanresources -Co-branding
- Obtainlogistic infrastructure -Unification of promotion

- Obtainlocal experience andknowledge
-Share mformation with local

and foreign customers
-Shanng of local and foreign

transport information

-Expandrate ofmarket share
-Mileage shanng

Success
strategy

Service Cost
-Supply diverse service -Joint pulrchase
-Supply check up on transport mformation -Expansion of market volume
-Supply worldwide transport nformation -Obtain joint logistics storage
-Support of import and export operation -Fare negotiations with carriers
-Provide standardization services -Expansion of consclidation service

Source : The researcher constructed the following to suit the nature of this paper.
Figure 4. Success strategy for differentiated alliance network
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Govemment's Point of view

Develop stable nationallogistics mdustry
Establishnationallogistics management system
Empowerment onnational competitiveness

Alliance Member's Pomt of view

Obtain economues of scale
Enlargement on services andmarkets
Costreduction andmcrease of revenue
Costreduction on overseas mvestment
Obtam mtemational specialized imanresouree

Source :

h

So
What

Consignee’s Point ofview

Saving cost and cost reduction
Supply diverse opportunities
Enlargement of service areas

Focusing on the capabilities of core business
Increaserevenue

The researcher constructed the following to suit the nature of this paper.

Figure 5. Expected Effect of differentiated alliance network
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