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All of shippers prefer cheaper freight rate and shorter transit term. To meet the
market demand of this cheaper freight rate ship-owners have decided to build bigger
container ships; some of them are bigger than 6,000 TEU. On the other hand, the shorter
transit term seems to be ignored. Fast ships once competed more than 35 knot. Now, some
rnewly-built container ships cruise slower than 25 knot. The reason why slower ships have
been recently introduced is that no theory can clearly explain the both of the transit term
and freight rate are important to shippers.

This article introduces a new concept “J cost”, which can clearly explain the relation
between the transit term and the freight rate. This °J cost” shows that fright rate is in

proportion to the margin of a shipper and the transit term is in proportion to the
production term.

Makers are required to improve continuously their productivity in order to survive and
succeed the global competition.

This harsh competition forces the makers to reduce production term and working funds.
“J cost” theory shows the ratio of the transit term over the production term becomes big
if the transit term remains the same. Consequently, This new theory reveals that the fixed
transit term spoils some of benefit produced in a manufacturing line.
Applying “J cost” theory, we can easily and quantitatively conclude as follows:
1. It is not desirable that all of the container ships are huge and slow.
2. We need to have various types of container ships so that ship-owners can provide the
best ship that satisfies most the demand of load products.
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