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INTRODUCTION
Liner shipping is a capital-intensive business, which requires large investments in 
vessels and containers. In the current fiercely competitive market, it has become 
ever more important for liner companies to monitor and manage their revenue 
streams closely. Liner companies are however still struggling to generate 
reasonable returns for their stake holders. It is therefore important that liner 
businesses enhance their capabilities through effective service route planning and 
ship scheduling over the long term. It is also important that the liner businesses 
employ effective revenue management systems to increase profitability and 
optimum yield management through utilising their vessels efficiently.  

Yield management can be defined as the integrated management of price and 
inventory to maximize the profitability of a company. It is also defined as the 
application of disciplined tactics that predict consumer behaviour at the micro-
market level and optimize product availability and price to maximize revenue 
growth as defined by Cross, R. G., 1998, Trends in airline revenue management. 

The effectiveness of Yield Management is in focusing on revenue and then using 
the basic techniques to convert market uncertainty to probability,
and probability to revenue gain.

Yield Management enables the liner 
business to sell the right service to the 

right customer, at the right 
time for the right price
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To achieve the 
highest amount of 
revenue possible



WHY IS YIELD
MANAGEMENT IMPORTANT?
Revenue management, at its best, is an operating methodology that focuses each 
group or department within the liner business on the actions they need to take to 
increase profitability. Any liner business that can embed this perspective in its 
culture will likely reap the benefits, including a greater impact on revenues and 
margins. Computer information systems can help companies implement better 
revenue management processes and procedures but these are tools to assist the 
company, not a solution in a box that will happen by itself.

Some of the major issues in the liner business are driven by the end consumer 
wanting more for their money. This behaviour creates tremendous pressure on 
every aspect of the liner commercial offering, which includes the whole logistics 
supply chain. The industry is now entirely driven by cost-reduction, which in turn 
depends upon generating supply. Increasing the vessel capacity supply helps 
carriers’ lower ceilings by forcing down per-unit costs. The problem is that to 
attract more cargo, individual carriers must provide additional capacity. 

Revenue 
management
is an operating methodology
that focuses each group or 
department within the liner business 

on the actions they need to take 
to increase profitability. 

Revenue 
management
is an operating methodology
that focuses each group or 
department within the liner business 

on the actions they need to take 
to increase profitability
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This vicious circle
speeds up because of
undifferentiated services 
and lack of loyalty from 
their customers due to lack 
of service differentiation, 
significant savings or 
benefits from the 
customers point of view. 

It is, therefore hardly surprising that many trades are plagued with overcapacity, 
fierce competition and low rates. The result is a vicious circle: 

VICIOUS
CIRCLE 

Create Over Capacity

Cutting Costs

Increased 
Space Supply 

Build Bigger 
Ships

Compete by 
Reducing 

Freight Rates

Suffer From 
Low Rates

Loyalty is

directly linked to 
service 

differentiation 
and quality of service 

from the client’s 
perspective

It often occurs that the sales and trade managers do not
understand their relevant market due to a lack of quality
real-time information. This then forces them to go out
and attempt to buy cargo with reduced freight rates in
order to improve utilisation on their vessels. This leads
to an ongoing cycle of reduced rates within the industry,
as the competition in turn also attempts the same.
Many liner companies focus on short-term performance
improvement by trying to control load factors.
An increase in capacity utilization is usually viewed as a
remedy for declining yields. Some believe that if a vessel
sails full, the trade is making money, however this is not the
case, as equipment reposition, burning additional bunker etc,
impacts the vessel sailing profitability. A downward spiral of
lower yields is triggered by lowering prices to generate more demand. 

The liner business then also needs to consider the empty equipment positioning 
to ensure that the right equipment is repositioned at the right time to the right 
destination to sustain the increases vessel slot capacities. If these functions/costs 
are not managed and reported on effectively and efficiently they can lead to 
losses generated within a trade lane, which directly affects the bottom line of the 
liner business.

This all puts considerable strain on liner business management to deliver 
immediate results with the danger that turning a blind eye to proper yield 
management can “sink the ship financially” at the end of the day. 
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WHAT BENEFITS CAN BE 
ACHIEVED FROM A YIELD 
MANAGEMENT SYSTEM?
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Customer 
Expectations

Yield Management provides companies with a better 
understanding of what their customers expect from the liner 
product and trade lane. The research involved with yield 
management gives companies insight into the specific wants 
and needs of their customers, and enables the company to 
shape the product and its presentation more effectively.

Competitive 
Pricing

Yield Management enables the company to create a 
competitive pricing strategy in the right trade lane for the right 
reasons. This approach will draw in customers and give the 
company an edge over its competitors, as they fully 
understand the impact of their decisions. In fact, yield 
management is so pervasive within certain industries that 
companies failing to implement yield management strategies 
are unable to continue competing effectively within the 
marketplace, as they simply do not understand the impact of 
their decisions on their bottom line. 

Yield Management seeks to show the liner company the full 
extent of its market segment and to introduce the liner 
business to new market segments that are available and 
which were previously unexplored. Liner companies tend to 
usually focus on certain market segments, instead they need 
to expand their focus to continue growing in the industry, 
which if done without the necessary information could lead to 
a poor financial result for the line.

Market 
Segments

Yield management creates a strong awareness between the 
activities of different company divisions, and particularly the 
activities of those working on sales and marketing, and 
customer services representatives. Sales and marketing 
representatives are responsible for reaching out to customers, 
but it is the customer service representatives on the frontline 
who are responsible for carrying out many of these programs. 
Revenue management provides companies with the 
opportunity to coordinate their divisions more closely and 
thus create the most effective routings possible.

Company 
Divisions



WHAT FEATURES SHOULD
BE CONSIDERED WHEN 
SELECTING A YIELD 
MANAGER?
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Efficiently
manage vendor

and supplier
contracts

Improvements
in cash flow

management

Maintain
accurate
financial

information

Effectively
manage

the Equipment
repositioning

globallyEfficiently
manage vendor

and supplier
contracts Effective

management of
vessel/container

profitability
per trade lane

It has been established that Yield management in this day and age is of utmost 
importance for a liner business to succeed. When selecting an effective and 
efficient yield manager it is important to consider the following functionalities:

Features
of a

yield manager



A yield manager should allow the liner business to improve their customer 
management, allowing transparency around booking data and revenue generated 
from a specific customer. This will in effect allow the liner company to better 
manage their costs with confidence, providing them with a powerful database 
with up to date and accurate information supporting their decision making in 
areas like equipment repositioning or long term decisions such a fleet and trade 
lane deployment. 
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When employing a yield manager, it is important to utilise a system which covers 
the decisions of all the components of Yield management as set by the liner 
business.  This means being able to fully utilise historical data to forecast cargo 
demand, and dynamically adjust pricing as well as being able to support allocation 
decisions using the evolving booking data. By taking these decisions in 
conjunction with the knowledge of the reigning Fixed and Dynamic Costs, allows a 
liner business to optimize their vessel utilization and profitability fully

Competitive
focus

Employee
Morale

Identification of areas of employee 
training problems

Change in
reward systems

Commitment from 
top management 

Very little has been written on the 
managerial implications associated with 
yield management. 

Yield Management 
may give a business a 

competitive 
edge



IMPACTING 
THE BOTTOM LINE
Yield management can lead to innovation in both the creation of new 
products, services and their pricing. This innovation leads to increases 
in revenue from sources companies may not have previously explored 
or exploited fully. 

IN CONCLUSION 
Yield management presents a tremendous opportunity for profitably 
managing capacity in capacity-constrained liner business. Emphasis 
should be placed on developing quick and easy-to-use methods which 
can immediately begin producing results. Operations management 
researchers can provide an invaluable service to capacity-constrained 
liner’s by helping them manage their capacity more efficiently.
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