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Situation analysis/context 

Docks have changed beyond recognition. If you wanted to transport goods across 
water in 1965 the boat would tie up alongside a pier and require large amounts of 
manual labour to carry products on and off. Items would be collected in their own 
crates, barrels or boxes and move from port to port with multiple stops. Within about 
10 years, a combination of new technology and entrepreneurial brilliance had led to 
an era of mega ports. Giant liners were fitted with standardised containers, which 
were quickly lifted from boat to rail or truck.  

McLean led several companies in an effort to introduce container shipping. 

 

Key challenges faced 

- Nobody else were using containers – an entire ecosystem of complementary 
products needed to be created. 

- Docks were highly unionised and expensive to utilise. 

- Shipping regulation prevented new entrants on most routes, and price 
competition was subject to committee approval. 

- Oil prices (a major cost to shipping companies) were to become volatile. 

 

Legal and regulatory context 

Although government played a crucial role in standardising designs, this was partly 
due to the existence of patents. In addition, barriers such as price regulation and 
labour unions were important hurdles to overcome. Whilst many governments 
hesitated over creating the infrastructure necessary to capitalise on how shipping was 
changing, a lot of them bet wrong. In the UK, it was a brand new and completely 
private port that benefitted from the Box – Felixstowe. 

 

Sources of value creation 

The main reason for the success of the container is that it permitted a massive 
reduction in per unit costs. It's scale generates efficiency, and as Levinson says, "If 



ever there was a business in which economies of scale mattered, container shipping 
was it". But crucially it was about seeing beyond shipping in isolation. It wasn't just 
the internal economies of scale (e.g. the fuel consumption of the container ships, the 
speed at which they could be unloaded, etc) but also the external economies of scale 
(the efficiency of the docks, the distance to a rail terminal, the locking design that 
allowed containers to ride on the back of trucks). McLean's chief insight was 
managerial: he realised that "transports companies' true business was moving freight 
rather than operating ships or trains". That vision was what drove a revolution in 
logistics and supply chain management. 

Previously, companies could only give a rough estimate of when an order would 
arrive with a customer. Delays would be due to the weather, unanticipated docker 
strikes, diversions in the journey, unavailability of trucks, etc. Container shipping 
could provide a reliable quote for the entire journey. Once companies adapted they 
could move product around quickly and more leanly.  

 

Successes 

Innovations in supply chain management (companies learnt how to consolidate 
output into bigger orders); and information technology (computer equipment allowed 
the monitoring of containers and the calculation of the most efficient routes and loads) 
opened an era of globalisation and international trade. The world got smaller, things 
got cheaper, people got richer - and the humble container played a critical role. 

 

Failures 

McLean was willing to take risks, and pioneered a number of financial tools as he 
acquired competitors and bought expensive capital equipment. His decision to buy 
large and fuel-heavy ships just before oil prices rose backfired dramatically. 

 

Lessons I can implement 

- Take a grand view of the relationship between the firm and the industry 
- Use acquisitions to overcome entry barriers 
- Be bold! 


