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When examining the shipping sector, it is important to distinguish between different kinds of shipping, because the 
demand for different types of services (and thus the types of value added activities) differs among them. The shipping 
market is basically made up by three segments: (1) Liner shipping, (2) bulk shipping and (3) specialized shipping 
(Stopford, 2009). 

Liner shipping companies provide regular services between specified ports according to time-tables and prices advertised 
well in advance. The cargo is mainly carried by container lines in containers or as break bulk. Break bulk is non-
containerized general cargo which is loaded individually (e.g., cars, paper reels, construction machinery). Goods carried 
in liner-service ships are usually of higher value than the cargos hauled in tramps and are charged higher freight rates. 
The container line will usually carry a vast number of different commodities (Stopford, 2009). 

Bulk shipping differs from liner shipping in several ways. Most bulk companies operate on the spot markets and have no 
fixed routes or schedules. This is often referred to as tramp trade. The ships are usually contracted to carry cargo from 
(any) port to (any) port. The cargo usually consists of a large quantity of a single commodity. It mainly includes dry bulk 
(ore, coal, fertilizer, grain etc.) carried in bulk carriers and wet bulk (usually crude oil, petrochemicals, gasoline etc.) 
carried in tankers. The cargo is thus generally of lower value than the (containerized) cargo carried by the liner companies 
(Stopford, 2009; Lagoudis et al., 2004). 

Finally, there is the specialized shipping segment. Ships in this segment carry specialized cargo such as chemical gas, 
refrigerated cargo, forest products, vehicles, heavy lift cargo, offshore equipment, passengers etc. Whereas the bulk 
market consists of hundreds of similar ships competing for homogenous cargo, the specialized shipping segment is 
extremely differentiated (Stopford, 2009). 

 

 
 
Foto: Tim Ruttledge, Handelsflådens Velfærdsråds Fotokonkurrence 2012 
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As the main carrier of goods from port A to port B, the shipping company or ship operator is a key actor in the maritime 
chain of transportation. The shipping company adds value to the customer/consignor by transporting his goods from areas 
with excess supply to areas with excess demand. 

The organization of a shipping company may take many different forms depending on size, strategy, and sector. In earlier 
times, the shipping company would often own the ships. Today, a ship operator may charter in all the tonnage or part of 
it. Ship owners, on the other hand, may be banks or other financial institutions, which are not usually considered as core 
actors in the maritime sector. 

This section examines the responsibilities of the various departments in a shipping company. Although there is no 
standard shipping organization, a shipping company will usually have a central board of management with a general 
secretariat attached to it. The management oversees a number of separate divisions and departments, which typically 
includes a commercial division, an operations department, a technical division, an administrative department, a financial 
and accounting department, and a legal claims and insurance department. The responsibilities of the various departments 
may vary from company to company, and several activities that used to be performed in-house may be outsourced to 
independent third parties. (Sornn-Friese, 2010; Sornn-Friese & Hansen, 2012; Lagoudis et al., 2004; Lyridis et al., 2005; 
Iolcos, 2015). 

The board of management is responsible for the development and implementation of the company strategy, corporate 
communication, everyday management, and company organization. The board is headed by a Chief Executive Officer 
(CEO). Top management often also includes an executive vice president, who is often the Chief Financial Officer (CFO), 
and a number of senior vice presidents and managing directors, who are generally the heads of the various departments in 
the company. The top management reports to a board of directors, which is responsible for the overall strategic 
development, in close cooperation with the CEO and CFO. Top management usually has a corporate secretariat, which is 
responsible for coordinating and supervising the other departments and maintaining investor relations (Sornn-Friese & 
Hansen, 2012). 

The commercial division is the business generator of the company. Diversified shipping companies will usually have 
separate departments for liners, tankers, and dry cargo operations. In tramp shipping (usually dry bulk or wet bulk 
operations), most contracts are spot market voyage charters, which are handled by a chartering department. The 
chartering department usually operates through independent shipbrokers that connect them with potential customers. In 
this process, the chartering team tries to locate the most suitable business for the vessels and negotiate the best hire rates 
and terms for their disposal. In some cases, the department may also be responsible for the purchase and sale of ships 
(Lagoudis et al., 2004; Iolcos, 2015). In liner shipping, it is usually a network of local branch offices or (independent) 
liner agents situated in key locations that are responsible for marketing, booking of cargo, arranging transportation to and 
from the port etc. 

The operations department is often part of the commercial division. The department is responsible for the daily operations 
and provides solutions to any potential problem that may arise. In doing this, the department has an important role as 
coordinator between the master of the vessel, the various departments in the company, and the independent agents. The 
department will provide information on routes, charts, bunkers provisions status, etc. and will often also be responsible 
for monitoring the fleet performance (Lagoudis et al., 2004; Iolcos, 2015). 
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Even if the shipping company or shipping operator may arrange and carry out the entire transportation in-house, most 
transactions will involve a number of (independent) third parties. The consignor/shipper (the cargo holder) may hire a 
freight forwarder or a chartering broker to arrange the transportation and most shipping companies will have a network of 
(independent) business connections, such as shipbrokers, port agents, stevedores, ship management companies, etc. 
Whether to integrate or outsource a service depends on the value added by the third parties compared to the transaction 
costs. Transaction costs include (1) search and information costs (searching for and finding the provider with the lowest 
costs), (2) bargaining costs (agreeing on the transaction) and (3) enforcement costs (monitoring and enforcing 
implementation of the contract). Transaction cost economics suggests that the costs and difficulties associated with 
market transactions sometimes favor in-house production and sometimes outsourcing. An intermediate mechanism called 
hybrid or relational, between these two extremes, has also emerged (Williamson, 1979, 1981 & 1985). For most ship 
operators this is especially the case with regard to ship management services. The following sections will examine how a 
number of external third parties provide value added services in the maritime chain of transportation. 
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Foto: Tao Lytzen 
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The link between the consignor/shipper (the cargo holder) and the carrier (the shipping company) can be established in 
several ways. The first and most simple conclusion of affreightment is a contract of carriage concluded directly between 
the buyer and seller of transportation. This direct type of contact is usually seen when the consignor is a large company 
with an in-house logistics departments to organize the transportation. In some cases, the consignor may even operate its 
own fleet of ships and thus have a direct link to the shipping company. One example of this is the Brazilian mining 
company Vale, which operates its own fleet of bulk carriers. Another example is the American food company Chiquita, 
which, until 2007, operated its own a fleet of reefers. The carrier (the shipping company) is usually represented by a sales 
department (in liner shipping) or a chartering department (in tramp shipping). 

 

The remaining conclusions of affreightment, however, involve one or more independent agents acting as intermediaries 
between the consignor and the carrier. These include (1) freight forwarders, (2) liner agents, and (3) chartering broker. 

The agents of affreightment are usually specialized in specific markets, such as liner shipping, dry bulk or wet bulk, etc. 
(Houtved, 2005). In order to identify how the agents add value, it is useful to distinguish between two main types of 
shipping: Liner shipping and tramp shipping 
 

AGENTS OF AFFREIGHTMENT IN LINER SHIPPING 
Liner shipping companies provide regular services between specified ports according to time-tables and prices advertised 
well in advance. The cargo is mainly carried by container liner companies, either in containers or as break bulk. Break 
bulk is non-containerized general cargo, which is loaded individually (cars, paper reels, construction machinery, etc.). 
Goods carried by liner operators are usually of higher value than the cargos hauled in tramps and are charged higher 
freight rates. The container lines will furthermore carry a vast number of different goods, whereas bulk operators usually 
carry one single commodity (Stopford, 2009; Houtved, 2005). 

In liner shipping the transaction between the consignor/shipper and the carrier usually involves (1) freight forwarders 
and/or (2) liner agents. 
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