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Abstract

A successful company must have a comprehensive financial and investment
plan, and the market growth rate is also an important information for the company
to formulate its future development strategies. Although rapid growth may help a
company gain larger market share, on the other hand, the rapid growth may also
exhaust most of a company’s resources, which will probably result in financial
distress or bankruptcy. With the slow growth, a company may not fully utilize its
resources and it will also miss the opportunity to enlarge its scale and benefits.
In view of sustainable growth, both excessive growth and slow growth will not
lead to a company continuing future development. A company has to balance its
strategic plan between rapid and slow growth rates, whereas, the optimal solution
is to derive its suitable growth rate to make decisions for future investment and
capital budgeting. The growth in container demand did not have a positive impact
on freight rates. The container transportation market has been a very competitive
market throughout recent years, with freight rates remaining volatile and struggling
to rise. Overcapacity leads to low freight rates and low returns with which carriers
had to struggle throughout these years. Furthermore, large liner companies ordered
extra-large size container ships to reduce their unit-operating cost by achieving
economies of scale. Large container ship deployment strategy may not work well
for all companies and careless, excessive capital investment may lead the poor
companies to move toward bankruptcy. To help liner shipping companies grow
in a more effectively way, this paper investigates three major liner companies in

Taiwan, Evergreen Marine Corp., Yang Ming Marine Transport Corp. and Wan Hai



BRERB T THRIFAREEXZEA

Lines Ltd. and the authors have applied sustainable growth model (Higgins, 1977)

to examine the sustainable growth rate (SGR) of these companies and to analyze

their development strategies. While coordinating the growth rate with its financial

resource condition, this research has proposed suitable development strategies

to achieve sustainable growth for each of the three companies. The results show

that the SGR model is effective and applicable. The proposed research approach

contributes to the liner shipping industry in both academic theory development,

regular business operations, and business strategy formulation.

Keywords: Liner shipping, Sustainable growth rate (SGR) model, Strategic analysis,

Capital budgeting
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AR R RRERETER
Data| Profit Margin, | Retention Ratio, | Asset Turnover, Financial "
Year P(%) R(%) A Leverage, T g
Company EVERGREEN
2005 8.9% 28.1% 0.26 2.11 0.01
2006 0.0% 0.0% 0.30 2.13 0.00
2007 8.3% 78.4% 0.28 1.63 0.03
2008 0.8% 0.0% 0.24 2.04 0.00
2009 14.9% 0.0% 0.17 2.34 0.00
2010 16.3% 85.3% 0.22 1.63 0.05
2011 3.4% 0.0% 0.20 1.98 0.00
2012 0.3% 100.0% 0.24 2.21 0.00
2013 0.9% 37.8% 0.27 2.58 0.00
2014 1.7% 91.3% 0.36 1.52 0.01
2015 0.9% 80.8% 0.64 1.70 0.01
Company YANG MING
2002 2.49% 100.00% 0.25 1.87 0.01
2003 10.57% 83.10% 0.25 1.39 0.03
2004 12.49% 40.66% 0.25 17.75 0.23
2005 11.01% 25.11% 0.27 1.65 0.01
2006 1.24% 0.00% 0.28 1.87 0.00
2007 5.27% 83.75% 0.34 1.64 0.02
2008 0.47% 0.00% 0.34 1.86 0.00
2009 -21.26% 100.00% 0.22 2.74 -0.13
2010 10.53% 100.00% 0.32 1.93 0.06
2011 -9.59% 100.00% 0.27 3.22 —-0.08
2012 0.05% 100.00% 0.24 2.67 0.00
2013 0.50% 0.00% 0.23 3.03 0.00
2014 0.04% 0.00% 0.24 3.01 0.00
2015 —0.72% 100.00% 0.42 4.07 -0.01
Company WAN HAI
2005 10.93% 100.00% 0.23 1.69 0.04
2006 6.09% 100.00% 0.23 1.91 0.03
2007 10.60% 100.00% 0.26 1.57 0.04
2008 0.01% 100.00% 0.30 2.18 0.00
2009 -3.47% 100.00% 0.25 1.90 -0.02
2010 8.42% 47.78% 0.33 1.43 0.02
2011 0.03% 100.00% 0.29 1.77 0.00
2012 3.23% 100.00% 0.25 1.85 0.02
2013 4.06% 58.38% 0.23 1.82 0.01
2014 9.15% 94.61% 0.24 1.60 0.03
7.01% 92.11% 0.43 1.81 0.05

98] -
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BEREREHETER
EVERGREEN YANG MING ‘WAN HAI
Revenue g Revenue g Revenue g
NA NA 45,511,610 0.2% NA NA
NA NA 62,913,555 38.2% NA NA
NA NA 78,429,274 24.7% NA NA
140,736,864 7.9% 84,155,941 7.3% 49,649,136 0.0%
150,076,753 6.6% 92,039,885 9.4% 51,043,903 2.8%
144,924,457 -3.4% 114,220,255 24.1% 59,278,971 16.1%
129,002,256 —11.0% 117,133,641 2.6% 65,125,847 9.9%
81,936,315 -36.5% 74,503,197 -36.4% 47,088,138 -27.7%
109,353,176 33.5% 111,918,885 50.2% 64,712,063 37.4%
108,156,058 -1.1% 98,029,207 -12.4% 62,697,925 -3.1%
141,028,128 30.4% 109,897,605 12.1% 56,591,314 -9.7%
139,216,384 0.0% 96,472,969 —-18.8% 52,491,030 -12.1%
144,284,374 3.6% 114,322,265 18.5% 57,438,243 9.4%
133,813,687 -7.3% 106,245,724 -7.1% 56,271,236 -2.0%

Unit: 1,000 NTD
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