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Abstract  

Purpose:  The purpose of this thesis is to make a business analysis of the Global 
Shipping industry, using a sample of four shipping companies in Norway, in 
order to establish whether the profitability is prosperous and sustainable 
enough for future growth. Also which different factors have been affecting 
the profitability.  

Background:  Both the International and the Norwegian Shipping industry has been seen 
as an fluctuating industry, characterized poor returns, short market cycles 
where market booms have caused extraordinary returns. Additionally the 
shipping industry has recently been seen as a non-sustainable industry, 
where the proportion of its actions has not covered its sustainability, where, 
for example the vessels internationally have been seen to release a great 
amount of greenhouse gases.   

Method:  Annual reports from 1970 – 2009 have been used in order to establish the 
profitability and sustainability reporting within the Norwegian Shipping in-
dustry, additionally interviews have been conducted in order to gather 
knowledge within Sustainability reporting and being Sustainable, as well as 
relevant journals have been gathered from diverse databases. 

Conclusion:  The findings of this thesis present that the shipping industry has not been 
sustainable, and that its growth has been fluctuating. Thus the conclusion 
being that the shipping industry is a very fluctuating industry where each 
company is driven by profit maximizing and thinking of their survival in a 
short-term perspective, rather than a long-term perspective. 
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Abreviation 

CM – Contribution Margin 

Corporate social responsibility – Embraces the responsibility a company has towards social 

and environmental performance.  

DTW - Dead tonnage weight 

Freight Rate – The price of the carrier transportation 

GRT – Gross Registered Tons 

NOK – Norwegian Krone 

ROA – Return on Assets 

ROE – Return on Equity 

SECA – Sulphur Emission Control Area 
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1 Introduction 

In this section, a brief background of the global economy related to the shipping Industry, followed by the dif-

ficulties within shipping linking the problem discussion, purpose and the various of delimitations are pre-

sented 

The shipping industry is “… one of the world’s most global industries and is generally seen as a necessi-
ty for economic growth for exporting countries” (Finckenhagen and Fjeld, 2008, p. 23), hence this 
industry is truly unique in its international trade with around 100 trade countries and carry-
ing approximately 90 percent of the global trade (Korsfur, 2009). As Bessler, Drobetz and 
Seidel states, “without shipping, it would be impossible to conduct international trade, the bulk transport 
of raw materials as well as the import and export of food or manufactured goods.” (Bessler, Drobetz 
and Seidel, 2008, p. 103). 

1.1 Background 

The overall world economic growth, and improvements in the economic conditions has 
changed people’s lifestyles, which has contributed to an increase in demand for manufac-
tured products and goods, and has lead to a growth in transportation (Alizadeh and Nomi-
kos, 2009). With the greater the demand, the greater is the need for transportation, which 
in turn increases the needs of import and export, this all translates to a greater demand in 
sea transportation. Alizadeh and Nomikos (2009) argue that the growth in the international 
trade in the last century has led to the tremendous increase in shipping fleet’s in order to 
meet the demands and requirements of the seaborne trade. 

Adam Smith, often called the father of modern economics, was one of the first to see ship-
ping as one of the corner stones of the increase in economic growth. His argument was 
that shipping could offer a more cost-effective transportation of even the slightest day to 
day products, for a lower price. This would be seen as the most convenient and effective 
way of transporting goods. (Stopford, 1997) The example he gave was that: 

 “… a broad wheeled wagon attended by two men and drawn by eight horses in about six weeks time car-
ries and brings back between London and Edinburgh nearly 4 tons weight of goods. In about the same time 
a ship navigated by six or eight men, and sailing between the ports of London and Leith, frequently carries 
and brings back 200 ton weight of goods. Since such, therefore, are the advantages of water carriage, it is 
natural that the first improvements of art and industry should be made where this conveniency opens the 
whole world to a market for the produce of every sort of labour” (Smith, 1776; retrieved from Stop-
ford, 1997, pp. 3-4). It is known that technology has moved a long way since Adam Smith’s 
statement, which was in 1776, and world trade now has a massive inland transport infra-
structure, however the shipping industry still has been able to have a technology and trans-
portation advantage since the very beginning. (Stopford, 1997) 

However the shipping industry has had a downturn in the 1970s and 1980s, though accord-
ing to Lorange (2007) in early 1990s there was a return of a stronger shipping market. 
However since that return, the market has been fluctuating, as the shipping industry is 
bound to do. This in turn means that there have been various upturns and downturns, 
however as Lorange (2007) claims never of the same length and depth as the ones during 
the 1980s. Another interesting claim by Lorange (2007) is that he believed that “In general 
the shipping industry is mature, with relatively poor returns, except for those rather rare, often short, market 
cycles when the market truly skyrockets and offers exorbitant returns.” (Lorange, 2007, p. 27). These 
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abnormal cycles tend to always depend on the economic growth, either globally or geo-
graphically specific (Lorange, 2007). So as promising as shipping industry might seem, the 
road to success is not easy, there are various obstacles in this industry which will be further 
explained. More recently speculations have been arising within the shipping industry re-
garding whether the shipping industry has been sustainable. (McGuire and Perivier, 2011) 
Even with the increasing interest in Sustainability, there is still not established a clear and 
convenient way of reporting the environmental and social impacts. Instead this raises more 
issues within accounting which have prior to this not been explored. (Cunningham, Fa-
gerström and Hassel, 2011) Hence research within this field has become a popular topic to 
discuss within accounting (Deegan and Unerman, 2006), and has in turn led to problems 
regarding sustainability in the shipping industry. A recent study has shown that the interna-
tional shipping industry is not sustainable, where the emission from the activities in the 
shipping industry have been increasing in line with the increase of the amount vessels used  
and the global trade. (McGuire and Perivier, 2011) 

1.2 Problem discussion 

It is known that the shipping industry is a capital-intensive industry, or even as Stopford 
(1997) argues that it is the most capital intensive market that exists. Also according to 
Korsfur (2009) 80 – 90 per cent of a vessel’s value is usually financed through debt, thus 
making the need for financing for the purchase of a ship crucial (Nilsen and Dønvik, 2010). 
Thus the shipping industry have a very high capital base compared to revenues. In indus-
tries where they have large capital bases, they need higher profit margins due to low assets 
turnovers. This means that every factor that negatively affects profit margins could have a 
severe impact on shipping companies’ profitability. (Dyrnes, 2008) The situation has not 
been easier after the recent credit crunch where banks have become more hesitant, or even 
unable to provide a loan, which has in return affected the bulk industry, where only half of 
all the new-buildings are fully financed. Furthermore the credit crunch has also affected the 
shipyards, which have accepted more orders than they can handle, which in turn increased 
the risk of bankruptcy. (Korsfur, 2009) Moreover the duration of these types of financing 
are usually long, and can in most cases cover the entire economic life of the vessels, and 
since the vessels are mainly financed through term loans, priced on a floating rate basis, it 
creates problems for the shipping companies if these rates in combination with freight rates 
fluctuate. Thus ship-owners are open to huge risks whether they can pay their debt or not. 
(Alizadeh and Nomikos, 2009) Shipping companies need large revenues to compensate for 
its large capital base and these revenues in turn are difficult to receive. (Dyrnes, 2008) 

The accounting methods the shipping companies are using are also dependent on the large 
amount of assets (Eliason, et. al. 2006). These measurements are usually based on fair val-
ues which can involve “imaginary numbers” (Benston, 2008) leading them to change their 
earnings to a less prospering state (McGovern and Lazarczyk, 2002). Also the huge capital 
base which mainly includes vessels gives revenue recognition problems and questions arise 
of whether to choose the percentage-of-completion method or the completed contract me-
thod (Sutton, 2004). To make this subject even more complicated the new IFRS rule re-
quires a component approach for depreciation, meaning that assets must be distinguished 
into significant individual components and depreciation should be carried out in relation to 
their useful lives. Huge problems with vessels are to identify significant components adhe-
rent to vessels. (Deloitte, 2009) This is really complicated since the components of a vessel 
can be treated as separate depreciable assets if they have different useful lives (Sheepers, 
2003; Bnet).  
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Vessels and property, plant and equipment constitutes a significant part of the balance 
sheet (Deloitte, 2009) and are usually financed with debts. The vessels have a great in-
volvement in the success of the shipping companies. It is very important to invest in ves-
sels at right times to survive, because huge fluctuations occur in freight prices, which in 
turn affects the prices of vessels. Investment in a ship also requires a lot of money. These 
large assets affect which accounting method the shipping companies will use, regarding 
both the actual purchase and the whole period of the vessels useful lives. There exist dif-
ferent theories concerning which accounting methods shipping companies might use. Fac-
tors affecting the decision of accounting methods depend on political decisions, the com-
panies’ liquidity and internal and external stakeholders. (Eliason, Ljungblom and Ragnars-
son, 2006) Shipping companies can either choose to value PP&E (Property, Plant and 
Equipment) using the cost or revaluation model. Although shipping companies usually 
choose to revalue their assets at fair value, measurements of fair value will affect many 
functional areas of shipping such as mergers and acquisitions and the financial statement. 
Fair value can sometimes be difficult to measure and a need for care when calculated is a 
must. (Deloitte, 2009) Fair value will often not be based on actual market transaction, but 
instead on hypothetical transactions. When fair values are not attributable to actual market 
prices, the values must be calculated in imaginary prices which often are incorrect. (Bens-
ton, 2008) The most influential factor that affects ship prices and leads ship-owners into 
different stages of the market cycle is the freight rate. When a shipbroker wants to invest in 
a new ship a comparison of what prices similar types of vessels were recently sold for 
should be carried out. Based on this investigation a suitable price of deadweight ton is es-
tablished which can lead to a purchase. The second influence on ship prices is age, and 
brokers use the same method as accountants, meaning depreciating the ships to scrap over 
15-20 years. These calculations should also assume a ship losses approximately 5 percent or 
6 percent of its value each year. The depreciation curve shows vessels which have lost their 
performance due to age, higher maintenance costs, and lower expectations about their eco-
nomic lives. Also another important factor that affects ship values is expectation. The 
straight line approach has so far been a good measurement to value ships but in recent 
years this method has been questioned that ships really should have a useful life between 
15-20 years. (Adland, 2000) However maybe the most important factor in shipping, namely 
freight rates, affects both the value of vessels and revenues of transportation. Freight rates 
fluctuate heavily since it is affected by a large amount of factors which make it difficult to 
predict. (Korsfur, 2009) Since the freight rate is very volatile the shipping companies will 
always have an excessive supply of vessels to quickly adjust to growing demand in the mar-
ket. This behavior leads to periods when the capacity of vessels are not fully utilized. (Fusi-
lo, 2004) Thus, the shipping industry is heavily dependent on return on their assets (ves-
sels)(Dyrnes, 2008) and all these factors that have been mentioned can have a severe im-
pact on the revenues of the shipping industry. If the return on assets falls, so will the profit 
margin, leading shipping companies which are not financially stable into problems, since 
vessels are usually financed with debts.  

Taking all these factors into consideration makes revenue recognition one of the most dif-
ficult areas within shipping, where long-term contracts such as vessels in shipping are par-
ticularly vulnerable to revenue recognition problems. These contracts constitute more than 
one financial reporting period and companies in general wants to recognize revenue as 
soon as possible. If the shipping companies do not follow the existing accounting rules of 
IFRS they may have to change their earnings to a less prosper state. The performance of 
long-term contracts are affected by external changes as well as in unexpected conditions. 
(McGovern and Lazarczyk, 2002) There are two main methods a contractor can account 
for revenue regarding long-term contracts namely the percentage-of-completion (POC) 
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method and the completed contract method. A shipping company that uses the POC me-
thod will report higher assets and profits than if it had used the other method, since in 
POC the company recognizes revenues at an earlier date. (Sutton, 2004) 

So with the difficulties in measuring depreciation and revenues, and the fluctuating freight 
rates the shipping industry is open for many risks. For instance the freight rates are mainly 
affected by the demand and supply (Korsfor, 2009) and the shipping market is known to 
have a very fluctuating demand (Nilsen and Dønvik, 2010). However not only the demand 
and supply affects the freight rate, since there are numerous of other variables that are in-
volved in the fluctuation of the freight rates, which can be seen in the table 1.1 below. 

The ten demand and supply variables 
  Demand   Supply 

  1. The world economy   1. World fleet 

  2. Seaborne commodity trades   2. Fleet productivity 

  3. Average haul   3. Shipbuilding production 

  4. Random shocks   4. Scrapping and losses 

  5. Transportation costs   5. Freight revenue 

Table 1.1 The ten demand and supply variables; Source: Stopford (2009, p.136) 

The uncertainty of the freight rates is very problematic for the shipping companies’ profit-
ability, since these freight rates are their primary income. Thus this has been of major con-
cern, due to the high risks with the fluctuations. Also according to Korsfur (2009) it seems 
that the freight rates are more volatile in “tight and strong markets”. It is important to spot 
how the demand and supply affects the rates; when there is an excess in supply, the freight 
rates will naturally be low, and when the demand is at an excess the rates will be high. This 
affects how the shipping companies utilize its vessels. When the freight rates are low, the 
industry is operating at a slow pace, with the least efficient vessels being laid up; once the 
freight rate rises, the vessels speed up and fully utilize their vessels. (Korsfur, 2009) How-
ever this behavior cannot be applied to the entire shipping industry, for example the liner 
shipping business operates with fixed schedules, where in short term these reactions can be 
expected, where they recall / withdraw vessels or operate them at a lower speed when de-
mand drops, and redeploying vessels if needed when demand increases. This is made in or-
der adjust the capacity and utilization of the vessel, due to the fluctuating freight rates. 
However in long term, this is not possible to be carried out, since the shipping schedules 
are fixed, despite the demand being variable. With these working conditions, shipping firms 
tend to operate with maximum capacity utilization, in order to minimize the unit operating 
costs, which means that the industry is always working with an excess amount of capacity. 
The problem arises since the demand is fluctuating, but also due to the fact that it takes 
such a long time from the shipment being ordered to being delivered. Thus the demand 
might have changed, making it very unpredictable how to handle the capacity utilization. 
(Fusilo, 2004) Hence the freight rate, and the capacity utilization makes it hard for shipping 
companies to establish whether the shipment will generate a return on capital or not, this in 
turn makes financing the vessel difficult. The more recent issue that has been on the agen-
da is the sustainable development issues, which has not yet been fully reviewed within the 
shipping industry. The focus on environmental implications due to the growing economic 
development has been discussed since the 1970s, however during those years sustainable 
development was usually just seen as a wishful ideal. In 1987 there was an important step 
for sustainability, where the report entitled “Our Common Future”, placed the subject on 
the agenda. This became later known as the The Brundtland Report. Its content concerned 
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the importance of organizations rethinking their way of doing business, and questioned 
their old traditional ways of operating a business, with a more environmental perspective 
with corresponding goals and principles revolving this matter. Since the late 1980s, many 
governments, industry and professional associations, and non-government organizations 
have been releasing documents revolving the shift of focus to a more sustainable develop-
ment. (Deegan and Unerman, 2006) Sustainability at its core today is internalization of 
costs that might be triggered by the actions of an organization. Costs can then in turn be 
categorized and measured with the accordance of the impact on the environment. However 
what is noted by McGuire and Perivier (2011) is that the shipping industry hardly been sus-
tainable to the proportion of their actions. For example they claim that “…the maritime ship-
ping industry is shown to release a greater amount of greenhouse gases than the entire world aviation indus-
try, both commercial and recreational” (McGuire and Perivier, 2011, p. 73). Thus the shipping 
industry is dependent on thinking in different ways, since more concern has been risen 
about sustainable development, where nowadays investors do not only look at the profita-
bility ratios, but also focus on the sustainability reports of a company. (Deegan and Uner-
man, 2006). Thus it clearly shows that the shipping industry is highly permeated by factors 
that vary over time, some more important than others, which add complexity to shipping 
companies profitability. To make this difficult industry even more troublesome is to add 
sustainability. This is leading to a new line of thought as to whether the shipping industry is 
sustainable in the long run, seen from both an environmental and economical point of 
view. However the problem with today’s sustainability reporting is that companies generally 
provide a sustainability report merely to achieve additional reputation, meaning that they 
only cover fundamental sustainability reporting by adding a few lines in their annual report. 
Instead of realizing the risks this might be creating and focusing on establishing an pur-
poseful sustainable report. (Deegan and Unerman, 2006)  

1.3 Purpose 

The purpose of this thesis is to make a business analysis of the Global Shipping industry, 
using a sample of four shipping companies in Norway, in order to establish whether the 
profitability is prosperous and sustainable enough for future growth, as well as defining the 
factors that affect profitability.  
Hence the questions that arise and which the thesis is based upon are as following: 

 Has the global shipping industry’s profitability had a positive growth during the 
years 1970-2009? 

 Which factors have been affecting the profitability in the global shipping industry? 

 How has the sustainability reporting developed in the global shipping industry? 

 Is the profitability in the shipping industry sustainable? 

1.4 Demarcations 

This thesis study will be limited to analysis of four of the largest shipping companies in 
Norway, this is due to the difficulties in finding annual reports spanning between 1970 – 
2009. Additional demarcations are caused by the difficulty of comparing the older annual 
reports to the newer ones, making some years excluded from the calculations (these years 
will be further stated in the methodology). While analyzing on a long-term basis, difficulties 
such as inflation and currency exchange rates arises, hence this thesis will be namely focus-
ing on percentage changes and ratios in order to be able to work around these difficulties. 
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1.5 Disposition 

 

Introcution

•In chapter 1 Introduction both the Norwegian and the international shipping industry are 
explained, furthermore an indication of the need of a sustainability report within the 
shipping industry is conducted. The introduction leads to the research questions and 
problem statement of the thesis, and moreover the demarcations.

Methodology

•In chapter 2 Methodology the chosen approach to solve the thesis problem statement is 
presented. Moreover the methods of gathering and analyzing data are presented. 
Furthermore a discussion about the trustworthiness of the thesis and the credibility, validity 
and reliability of the data collected is conducted.

The Shipping 
Inudstry

•In chapter 3 the shipping industry, the importance of both the International and Norwegian 
shipping industry are thoroughly explained, and moreover a general view regarding the four 
shipping markets and business cycles is conducted. The chapter ends with a description of 
the Norwegian shipping industry and its importance. Furthermore both the international 
and Norwegian shipping crisis are explained. 

Theoretical 
framework

•In chapter 4 Theoretical framework different costs associated with sea transportation and a 
a priori model are presented. Furthermore financial and performance measurements and 
contribution margins are presented. The chapter ends with an explorative description of 
sustainability and the associated issues regarding this subject.

Empirical findings

•In chapter 5 Empirical findings the thesis targeted companies are introduced, moreover the 
interviews with Concordia and Broströms are presented. Additionally the targeted 
companies sustainability reporting developments are presented. 

Empirical findings 
and Analysis

•In chapter 6 Empirical findings and analysis presents the profitability ratios and contribution 
margins mixed with an analysis of both the financial and environmental report. This chapter 
ends with a relationship between the profitability and sustainability of the chosen 
companies. 

Conclusion

•In chapter 7 Conclusion, the results from the business analysis between 1970-2009 from the 
different companies and the sustainability development in these companies are concluded, 
furthermore the companies profitability relating to sustainability has come to an 
conclusion, thus the research questions have been solved. 
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2 Methodology  

In this section, the methodology and choice of research approach has been described, in order to give a clear 

overview of the direction this thesis will be headed.  

Methodology often refers to being the theory behind how a research project should be 
conducted (Saunders, Lewis and Thornhill, 2007). According to Ryan, Scapens and Theo-
bald (2002) research is an activity carried out to seek understanding about our environment 
and the impacts we lay upon it. Research is a broad term which has many forms such as 
“academic”, “scientific” and “applied” (Ryan, et al., 2002). Researchers must have this in 
mind in order to discuss and create appropriate research approaches throughout their in-
vestigation (Saunders, et al., 2007). Jacobsen (2002) states that knowledge within metho-
dology is essential in order to differentiate the results caused by the method, from the re-
sults caused by reality. Thus meaning that with the knowledge received the researchers 
should be able to, from a critical point of view, analyze the results and see whether they are 
affected by the chosen method or by the reality. (Jacobsen, 2002) Furthermore a systemati-
cal approach needs to be carried out, and information needs to be organized and analyzed 
thoroughly for a project to become as reliable and valid as possible, thus the first step in a 
researching project is to choose a methodology approach. (Saunders, et al., 2007) 

2.1 Methodology in Finance and Accounting 

Within accounting and financial research there exist many diverse lines of research, which 
are divided into two main camps, namely, the political and philosophical camps (Ryan, et 
al., 2002). However no matter which kind of form is being conducted, research is about 
discovery which in turn according to Ryan, et al. (2002) causes “disagreement, criticism, 
chance and error”.  

Numerous philosophies have been arguing that the western thoughts originated from the 
Greeks, drawing their ideas from rationalized thoughts about their own social and religious 
inheritance. The main idea the Greeks contributed with was the idea of reality being seen as 
something that can have a dual meaning, thus statements can either be right or wrong. 
(Ryan, et al., 2002) Based upon this perception, there are a numerous sources of beliefs: 

 We may perceive objects or events (Perceptual belief) 

 We may remember facts (Memorial belief) 

 We may come to believe by a process of introspection (Introspective belief) 

 We may come to believe by a process of reason (Rational belief) 

 We may come to believe through induction (Inductive belief) 

 We may come to believe because of the testimony of others (Testimonial belief) 

As noted there are many beliefs of how to approach research, however generally it can be 
put into two distinctive groups, the rational belief and perceptual belief. Ryan, et al. (2002) 
states that research within accounting and finance is accepted as being social scientific, 
since appropriate standards within scientific enquiry is being applied to social issues, rather 
than natural phenomena. Thus having these perceptions in mind will generate the line of 
study the research will utilize (Ryan, et al., 2002). 
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2.2 Research strategy 

The strategy used within this research has been conducted by the Archival research, which 
according to Saunders, et al. (2007) makes use of administrative records and documents as 
their primary source of data. Despite it being called archival research, it does not necessari-
ly mean that only historical documents are being acquired, since this kind of research re-
volves around recent as well as historical documents used. The gathered administrative data 
is viewed as primary data, since the data was originally conducted for a different purpose 
(administrator reasons for the company), hence conducting it is seen as being primary data. 
The archival research allows a research to focus upon research questions regarding the past 
and changes over time, which can be seen as exploratory, descriptive or explanatory. With-
in this thesis there will be a focus on more explanatory questions, as an exploratory study is 
a useful approach when finding out what is happening and seeking new insights. It is espe-
cially advantageous to clarify and understand a problem, meaning if the problem is unclear 
the exact nature of the problem needs to be established. (Saunders, et al., 2002) However a 
downside of an archival research is that even if the data sought is being available, it does 
not necessarily mean that the information within these data are relevant and can be adapted 
to the line of questions asked. Another disadvantage might be that the data can be classi-
fied and the researcher has no access to the data in question, hence while using an archival 
research strategy it is essential to establish whether the data is available or not and based 
upon that design a research idea, to make the most of the data. (Saunders, et al., 2007) 

2.3 Researching approaches: Qualitative and Quantitative 

The quantitative and qualitative approaches mainly define the form of information that will 
be collected (Jacobsen, 2002). The difference between these two is that the Qualitative ap-
proach uses non-numeric (words) data while the Quantitative approach collects numeric 
data (numbers) (Saunders, et al., 2007). Thus the main differences between these two ap-
proaches are that the qualitative research puts a higher emphasis on theory, rather than data 
collection which is the fundamental of quantitative research, and the qualitative research is 
more focused upon contextual understanding, whereas quantitative research focused upon 
a more generalizable finding (Bryman and Burgess, 1999). However the biggest risk with a 
quantitative research is that the investigation becomes shallow, since this approach focuses 
upon numerous variables, leading to a more general view of a problem, instead of going in-
depth (Jacobsen, 2002). 

Since this research bases its findings mainly on numeric data, a more quantitative approach 
will be implemented, however the natural choice of researching approaches is to conduct a 
mixed method, which basically means that both the Qualitative and Quantitative approach-
es are being applied. The term mixed method refers to a combination of multiple data col-
lecting techniques and can be divided into two categories (Saunders, et al., 2007):  

 The mixed method research focuses on collecting quantitative and qualitative da-

ta, either parallel or sequential, but does not combine them. 

 The mixed model research focuses on combining quantitative and qualitative da-

ta, which can collect quantitative data and “qualities” it or gather qualitative data 

and “quantities” it. 

Within this investigation, the mixed model research is being applied, since the collection of 
data will be divided into a qualitative and quantitative collection, where the interviews will 
be conducted in a qualitative method in order to provide some insight regarding the ship-
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ping industry, and sustainability within this industry. This will be done since it gives an op-
portunity to better understand and provide some answers to the research questions, hence 
naturally will extend the researching findings and provide a more trustworthy and credible 
research. (Saunders, et al., 2007) Thus the researching approach will be less restricted and 
more open, than what a quantitative research would be and will bring more confidence to 
the conclusion (Saunders, et al., 2007). When the establishment of the researching ap-
proach is prepared, the next step is the data collection procedure. The sample size within 
this research will be narrowed down to four of the largest shipping companies in Norway. 
Since the shipping industry is global, the various factors affecting profitability are similar 
from a Norwegian and an International perspective. Thus the research of the Norwegian 
shipping industry will reflect the view of the global industry.  

2.4 Data Collection 

Information that is non-processed is usually called primary data which means that this data 
is gathered by the researcher directly from its natural source. In contrast the secondary data 
is not directly gathered by the researcher but is instead already processed by another re-
searcher (such as books, journals, etc). The emphasis of Quantitative research is more upon 
the primary data collection rather than theory, thus this thesis will be heavily focused upon 
primary data. (Jacobsen, 2002) The primary data will consist of both qualitative interviews 
and quantitative data collection. Thus, gaining a clearer view of the field of study and also a 
deeper understanding of the problems connected to this research. The quantitative data 
collection will consist of a set of calculations based on annual reports, since it is argued that 
annual reports are data that is not processed by an external party. 

Gathering of information through interviews is a form of data collection, which according 
to Saunders et al. (2007) is the most common used approach. It is seen as important to es-
tablish the type of interviews that will be conducted, to enhance the quality of the data col-
lection procedure (Saunders, et al, 2007). The interviews in this thesis will be conducted 
through an un-standardized design, meaning that the type and order of questions being 
asked can be more flexible.  This type of structure has been chosen since this will provide 
the flexibility to expand the knowledge about the questions being asked, hence giving a 
thorough knowledge about the shipping industry. (Bryman and Burgess, 1999) The method 
of the interviews will be face-to-face.  

The face-to-face interviews will provide more understanding within the field of study, re-
garding sustainability and these will be conducted in Gothenburg. The interview will be 
mainly focused upon which Sustainability risks companies are facing and whether they find 
Sustainability reporting as a contributing aspect to the focus upon “Going concern”. A 
face-to-face interview was chosen since the probability of a manager agreeing to be inter-
viewed instead of completing a questionnaire is higher.  Furthermore a face-to-face inter-
view will make respondents more interested in the topic, and the researcher will gain a 
more positive attitude from the respondent. This will in turn make the data collected more 
reliable and trustworthy, and to further increase the likeliness of having a credible data. The 
entire interview will be recorded, hence giving the respondent more attention. Thus this 
will also increase the amount of time that can be given to analyzing the interview. (Saund-
ers, et al., 2007)  
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2.5 Data collection - Practical approach  

2.5.1 Annual reports 

The first step in the data collection was to retrieve annual reports from 1970 to 2009, 
which was a challenge. The companies used were Wilhelmsen, Odfjell, Farstad Shipping 
and Belships. The annual reports from 1998 up until 2009 were posted on each company’s 
homepage, so the main problem was the older annual reports. While phoning some of the 
companies, the answers were that this information was clearly classified. Hence the second 
option were to gather the data from the National Library in Oslo. In order to obtain these 
annual reports from 1970 to 1998, a visit to the National Library was crucial since they 
were not able to lend them, so a scan was used in order to obtain them. 

Next step after the data gathering was to write down all the numbers that were to some use 
into an Excel sheet. This meant retyping the Income Statement, Balance Sheet, and a few 
notes such as financial expenses and financial income. In order to assure that there were no 
typing errors done, the numbers written down were constantly checked, and once every-
thing was done, a final check of all the numbers were done, so all the numbers in the Excel 
sheet was correct. This in order to eliminate errors within the upcoming calculations. Then 
all the numbers from the income statement and balance sheet were brought together into a 
custom made model, in order to easier analyze numbers from 1970 with numbers from 
2009. 

2.5.2 Interviews 

Face to face interviews – The first step within the face to face interviews were to call the 
chosen companies and asking whether they would want to be interviewed and which date 
and time. Both of the interviewees did not mind if their name and company were written 
down in this thesis, so the people interviewed were: 

 Göran Hermansson, Chief Financial Officer, Concordia Maritime AB  

 Capt. Christian Schell, Regional Marine Standards Manager, Broström 

During the interviews a set of questions were presented for the interviewee to look 
through, before the interview would start. This in order to prepare the interviewees to 
which questions will be asked and to what direction it will go. During the interviews side 
questions were asked to further strengthen the answers, and after the interviews they were 
transcribed down and summarized. The summarized version was then sent to the intervie-
wees in order for them to either allow the information written down to be used in this the-
sis or not, and to obtain a Clarification note that the information written within this thesis 
has been approved by the interviewees. Which means that all the data from the interviews 
used have been accepted by the interviewees, also the questions asked can be found in ap-
pendix – Interview question.  

2.5.3 Data losses 

Just as in any research, there have been delimitations done and there have also been deci-
sions whether to keep some of the data or not, or whether the requested data is even able 
to obtain. Within this research there have been some loss of data where all the annual re-
ports from 1970 up until 2009 has not been successfully obtained. The tabled with the 
years retrieved is shown in appendix – Annual reports retrieved. The years missing are ei-
ther lost or not presented by the companies, making the process to find these incredibly 
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time consuming, so at one point a line had to be drawn and the data gathered had to be 
sufficient enough to proceed within this research. Notably only three companies out of a 
large sample size had sent their annual reports to the National Library in Oslo. Meaning 
that the sample size is based upon the information which has been able to be obtained. 

2.6 Data Analysis 

When all important data is retrieved, the evaluation process will begin. The data analysis is 
essential in order to distinguish the relevant data from the irrelevant data related to the re-
searching questions and objectives (Saunders, et al., 2007). While analyzing the literature 
data, one should have in mind not to be biased, since this will have a negative effect on the 
data analyzing process. Thus the data collected will be neutral, and provide valuable in-
sights to the thesis. (Saunders, et al., 2007) 

The data analysis of the qualitative face-to-face interviews will be providing an insight upon 
the analyzed Sustainability reporting, which a graph and a table will be created, indicated 
how well the sustainability reporting has been made (presented in Chapter 5). This will then 
be used to compare the profitability in contrast to how successful their sustainability are, 
this in order to be able to establish if the companies are having a sustainable profitability. 

The quantitative data collection will be evaluated by numerous profitability ratios (can be 
found in Chapter 4). Where a pre-coded Excel spreadsheet template (created by the au-
thors) will analyze and process the data. The data will be presented in line graphs, since as 
Saunders, et al. (2007) argues it is the most suitable type of diagram when exploring and 
presenting different trends. Hence this will be used in this thesis in order to present how 
profitability has developed overtime in the shipping industry. Additionally the sustainability 
aspect will come in place with numbers on, for example, CO2 emissions and how much 
CO2 emissions / tonnage ratios. Then connect the entire sustainability aspect with the fi-
nancial aspect in creating a correlation between being sustainable and being profitable and 
this will then present whether the shipping industry is sustainable or not.  

2.7 Credibility 

The mixed approach of qualitative and quantitative research, naturally becomes dependent 
on how reliable and valid the research and results of this thesis will be. When conducting a 
research, regardless of which method used to gather data, it has to fulfill two critical de-
mands. These demands are, according to Jacobsen (2002) as following: 

1. The empirical data should be valid and relevant (valid) 

2. The empirical data should be credible and trustworthy (reliable)  

The more valid a research is, the more credible it will become, hence the data collected and 
analyzed has to be done with a structured and unbiased approach. Thus it is important to 
validate the data collected on an unbiased approach, in order to collect all relevant informa-
tion, instead of just collecting information the author finds relevant reflecting his own be-
lief (Saunders, et al., 2007). The reliability is evaluated differently depending on a quantita-
tive research, or a qualitative research, where the qualitative research is supposed to be reli-
able if the method while gathering and reviewing the data was in a honest and structured 
way. While in a quantitative research the reliability will be based upon the sample size, the 
measurements used and whether any human errors can have caused the validity (Jacobsen, 
2002). Within this study, the quantitative data has been transferred to the computer soft-
ware Excel, where all the calculations have been made. With the use of an Excel template, 
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some of the human error have been eliminated, however there is still a degree of errors that 
can occur while transferring all data to the Excel sheet, thus this has been thoroughly con-
trolled. The qualitative part of this thesis was evaluated with an unbiased approach, since it 
was mainly to create an understanding within the field, and gain further arguments. Hence 
the qualitative part was mainly focused on exploring the entire shipping industry and its 
sustainability, to gather important insights within the field. This has been done inline with 
the quantitative data collection. At this stage of the study, literature was being chosen care-
fully based on, what was believed to be, credible authors. Mainly books, and well known 
authors were the primary source for the theoretical framework. Where a various of journals 
were also gathered, to strengthen the understanding and arguments around the shipping 
industry.  

When a thesis is reliable and valid, it will naturally become generalizable, however this de-
pends within which field of study it is and whether a specific phenomenon and approach is 
being used that cannot be applied to other studies (Saunders, et al., 2007). Within this 
study, the explanation of the researching approach, mixed with the calculations used (seen 
in Chapter 4) has been explained in order for other researchers to be able to carry out simi-
lar research, within either the same industry or a different industry. Furthermore, the com-
plete data behind each graph presented has been added to the appendix, in an additional at-
tempt to create understanding behind the graphs. This has also been done in order for oth-
er researchers so easier gain access to the data for further researching purposes. Thus this 
study has been somewhat formed to be as well a guide for others to perform similar indus-
try researching studies. Hence the method used, based on how valid and reliable the infor-
mation gathered and analyzed is making this thesis generalizable.  
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3 The Shipping Industry  

In this section, the shipping industry is being described, covering its history, development, strategy and mar-

ket conditions. In addition the Norwegian shipping industry is being described due to its unique nature.   

3.1 The International Shipping Industry 

Through mid-1960s two major technological developments in the shipping business have 
played a major role in the shipping market. These have been the unitization and bulk ship-
ping, which have opened up a more global market for manufactured and raw materials. 
(Stopford, 1997) As previously stated the unitization and bulk shipping were major tech-
nological revolutions where the unitization of the liner shipping business during the 1960s 
since the “break bulk” liner shipping had become unable to manage the increasing volumes 
of world trade. This made everyone realize that the old methods had reached its end. In 
order to overcome this problem of increasing volume, palletization and containerization 
were introduced to speed up the flow of cargo. Before the introduction of these new tech-
nologies a goods shipped from Europe to United States could take a couple of months to 
arrive, however with technological improvements these routes have been cut down to a 
few days after leaving the factory. (Stopford, 1997) So the shipping industry “used organiza-
tion to solve its own fundamental problems and, in doing so, opened floodgates for the development of the 
global economy”. (Stopford, 1997, p. 4) 

The bulk shipping revolution was just as huge of an improvement as the unitization, where 
the first bulk transport of raw materials by sea could be viewed as a part of the integrated 
materials handling operation, in which investments could improve productivity. Just by in-
vesting in bulk transport, costs could be reduced to such an extent that it became cheaper 
for the industries to import raw materials by sea from suppliers located thousands of miles 
away, comparing with land suppliers located only a few hundred miles away from the in-
dustries. (Stopford, 1997) 

As technology progressed, more fuel efficient diesel engines could be made, with an in-
crease in 25 percent of fuel efficiency during the 1980s. Shipbuilders became more innova-
tive and could adapt fine tuning hull designs, which resulted in cutting down the usage of 
steel on ships by 30 percent, the improved hull paints gave a better smoothness and sub-
merged hull and made ships more durable and long lived. (Stopford, 1997) With the devel-
opment of hulls and engines, steel ships and the steam engines, and later on the internal 
combustion engines, the shipping industry increased dramatically. This fast growing evolu-
tion in technology led to major opportunities within the shipping market, and new shipping 
players to emerge, and also establishment of larger vessels. (Lorange, 2008)  

Not only has the shipping industry been growing with more efficient ships, but also the 
size of the ships has increased. As Stopford (1997) brings up how Adam Smith (1776) 
spoke enthusiastically about the efficiency of the ship that “carries and brings back 200 
tons weight of goods”, already in 1876 the shipping had evolved into making vessels that 
carried 3000 gross tons. Today a handy bulk carrier is  45000dwt. Stopford (1997) argues 
that the most outstanding example of increase in size of vessels has been in the oil industry, 
since during the twentieth century, the average size of tankers increased from 4000 tons to 
95 000tons. 
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Alizadeh and Nomikos (2009) made similar observations where they argued the world 
shipping fleet has grown since the World War II. The graph 3.1 below indicates the growth 
in gross registered tons, as well as the increase in vessels.  

 

Graph 3.1 The growth of the world shipping fleet since 1948. Source: Alizadeh and 

Nomikos (2009, p. 26) 

As the graph 3.1 above shows, the merchant fleet has for example grown from nearly 80 
million gross registered tons (grt) to 720 million grt, and the number of ships has increased 
from 29,300 to 91,500 vessels. Also Alizadeh and Nomikos (2009) shows, in table 3.1 be-
low, how the growth has steadily been increasing since 1996 up until 2008.  

 

Table 3.1 Fleet size and its growth in different sectors of world of shipping from Jan-

uary 1996 to May 2008. Source: Alizadeh and Nimokos (2009, p. 27) 

Hence showing, for example, that the Tankers average growth has been one of the lowest 
at 3,37 percent, while having one of the highest increase in total dwt (38,2 percent). Look-
ing back at the shipping industries strategies in the early 20th century, many companies up 
until the 1990s were driven by a commodity-oriented focus, which means that when the 
markets were down, the shipping companies had no other available options, thus having a 
downturn. (Lorange, 2007) Hence Lorange (2007) argues that up until 1990s, the industry 
had been filled with low margins, having short-lived peaks in rates, and was highly depen-
dent on economic growth. Furthermore, shipping is heavily affected by the world econom-
ic events, so the first reaction of ship-owners when they hear about a global event is to 
consider how this might affect the shipping market, hence in this sense the shipping market 
is sensitive to global events (Stopford, 1997). This is in accordance with what Lorange 
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(2007) states, where he claims that there is strong evidence that shipping market is heavily 
dependent on trade growth in general. Thus this forced companies to evolve and try to find 
specializations, with leveraging strengths in new geographic markets, and finding their very 
own “niche”, which developed shipping companies into having independent business 
“legs”, as Lorange (2007) states. This all resulted in a change of strategy from a commodity 
strategy, to a more portfolio based strategy. Nowadays, shipping industry relies on the ro-
bustness and cyclical independence of its separated business “legs”, giving shipping com-
panies a less fluctuating market. (Lorange, 2007) 

3.1.1 The reasons behind the rapid growth 

According to Alizadeh and Nomikos (2009) it is estimated that shipping contributes to 
more than 75 percent of the world trade volume within commodities and manufactured 
products. This contribution is still increasing, as faster, larger and more efficient ships are 
being designed. This is one of the factors of why the total volume of world seaborne trade 
has been increasing the past 50 years. Reasons behind this growth and innovation within 
shipping is due to the fact that new discovery of new sources of raw materials has been 
found around the globe, which has created a greater demand, together with the growing 
economy. All this in return has been changing the international trade pattern, and lead to 
an increase in the sea transportation volume. A second reason for this inevitable growth 
has been, as stated before, the enhancements in ship design and shipbuilding, which has 
lead to the construction of larger vessels with far more cost-efficient transportation than 
before, which has also lead to a greater usage of sea transport. (Alizadeh and Nomikos, 
2009) A third reason for this growth has been, according to Alizadeh and Nomikos (2009, 
p. 25) the “liberalisation in international trade which allowed companies not only to outsource their raw 
material and labor force, but also to spread their operations to more cost-effective locations, and to transport 
their finished products to end-users’ market”. Thus the growth of international trade has been a 
reason behind the design of larger and more specialized ships, in order to achieve greater 
transportation scales in shipping. This growth has led to an increase in the shipping indus-
try and its business related markets such as the shipbuilding, ship-broking, insurance, and 
finance and investment. (Alizadeh and Nomikos, 2009) 

3.1.2 The four shipping markets 

According to Stopford (1997) the shipping industry can be divided into four markets, the: 

1. Newbuilding market - where ships are being ordered 

2. Freight market - where they are being chartered (used for transportation) 

3. Sale and purchase market - where they are being sold to other ship-owners 

4. Demolition market - where they are being sold to scrap yards 

These four markets are seen to be closely correlated, since the activities in each of these 
markets heavily affect all these four markets (Stopford, 1997). Outside of these four mar-
kets are additional closely related markets, like the brokers, financing, insurance, etc. (Beni-
to, Berger, de la Forest & Shum, 2000). This makes the entire shipping industry complex 
where every party is important for the entire shipping industry, since they are affecting one 
and another, hence it has to work flawlessly (Finckenhagen & Fjeld, 2008). 
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3.1.3 The newbuilding market 

The shipbuilding market can be seen to be closely related to the sale and purchase market, 
however its characteristics are different, despite the fact that both are dealing with sales of 
ships, the newbuilding market is trading ships that are not built yet (Stopford, 1997). 
Hence, once a ship is ordered with the right specifications, decided by the buyer, it will take 
approximately 1 – 1.5 years before the entire building procedure is done (Bryn and Rusås, 
2008). By this time the entire market conditions may have been changed. Reasons for a 
buyer to choose to order a new vessel instead of buying a pre-owned one can vary, but in 
most cases it depends on the prices (where second hand ships sometimes are more expen-
sive than newbuilding ones) and also whether the owner needs a special ship or not. (Stop-
ford, 1997) The prices of the newbuilding market seems, according to Bryn and Rusås 
(2008), to be just as volatile as the sale and purchase market, hence at some occasions the 
newbuilding market will have lower prices than the second-hand market. 

3.1.4 The freight market 

The freight market is seen as one single international market; however this market is gener-
ally separated into different transportation markets, depending on the type of ships that are 
used (Stopford, 1997). This separation is made since in a short-term perspective the market 
for tanker, bulk and other ships is very different from one and another, despite the separa-
tion and differences within these markets all are affected by the world economy impacts, 
political impacts, among others (Bryn and Rusås, 2008). 

According to Stopford (1997), there are two different types of transactions in the freight 
market, the:  

 Freight contract where the shipper buys transportation from ship-owners at a 
fixed price per ton of cargo. 

 Time charter where the ship is hired on a day-to-day basis 
When a contract or arrangement is settled, and the freight rates are agreed upon, then ship 
is said to be “fixed”. These so called “fixtures” are being arranged just like any other major 
international hiring operation. The procedure is simple, a ship-owner has a vessel for hire, a 
charterer has a cargo to transport, and a broker puts the deal together. (Stopford, 1997) 

3.1.5 The Sale and purchase market 

Just as the newbuilding market, the sale and purchase market is dealing with sales of ships. 
According to Stopford (1997) approximately 1000 deep sea ships are being sold each year, 
this represents a $9.6 billion investment, which shows how huge the second-hand shipping 
market really is, and how big of a role it plays in the shipping industry. However the second 
hand market does not affect the supply of the shipping market, it just merely reallocates 
operating ships between operators, which according to Bryn and Rusås (2008) means that 
the second hand market is making the market more efficient for the charterers, since it 
provides an easier way to utilize a ship. Korsfur (2009) argues that “the price volatility of the 
sale and purchase market leaves room for “Asset Play”, meaning that a vessel is bought cheap and sold for 
an escalated price, which is an important source of income for shipping investors” (Korsfur, 2009, p. 11)  

3.1.6 The Demolition market 

When a ship-owner is no longer able to sell a ship, they will turn to the demolition market 
which is not, according to Stopford (1997), a glamorous market, however an essential part 
of the entire industry. The demolition market is seen as fairly simple, since when a ship-
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owner is no longer able to sell on the operating market so he will turn to the demolition 
market. The sale is usually handled by brokers whom specialize in the demolition market. 
They usually keep records of recent sales, and since they are experts within the market, they 
also know who is willing to buy the ship and at which price. The buying procedure is usual-
ly that the ship-owners will sell their ship to a middle hand, so called “cash speculators”, 
which in turn will sell the ship to the demolition yards. The prices vary depending on the 
availability of the ship that are being scrapped (the suitability for scrapping and where the 
ship is located), but also by the demand of scrap metal. Thus the demand from the local 
steel market is often seen as an important factor in the volatility of the price. (Stopford, 
1997) 

3.1.7 Business Cycle 

The main purpose of shipping is to transport products from a location where its utility is 
lower than the place where the goods are transported. Goods may be raw material carried 
in bulk cargoes or goods transported in purpose-built containers. (Branch, 2007) The 
freight market deals with transportation at sea, the sale and purchase market handles 
second-hand ships, the newbuilding market handles new manufactured ships and finally the 
demolition market handles ships after its expiry date. The ship-owners are usually trading in 
all four shipping markets and their different businesses are therefore closely correlated. 
When freight rates increase, the ship-owners will be more focused on the sale market and 
after that heading into the newbuilding market. (Stopford, 1997)  

The most important cash inflow comes from freight revenue. Cash inflows fluctuate heavi-
ly in correlation with up and downs in freight rates. Freight rates are the factor in shipping 
that has the most significant impact on the activities of shipping investors. (Stopford, 1997) 
Although the freight rate is not the only factor that affects shipping, it is just a benefit that 
the shipper gains from a combined transport operation (Branch, 2007). Other cash inflows 
come from the demolition market. Vessels will in some day be retired and replaced with 
new vessels, the old ones will be sold to scrap dealers and provide an important source of 
income, usually in recessions. The sale and purchase market is not providing new cash in-
flows to the shipping industry; money only changes hands between ship-owners. The sale 
of a second-hand ship involves a transaction between a ship-owner and another ship-
owner, and this means that the transaction will not affect the cash inflows to the shipping 
industry. The real factor that affects wealth is trading cargo in the freight market. The new-
building market consists instead of cash outflows from the shipping industry, because 
shipping companies pay cash for the material needed in building new ships. The four mar-
kets drive the shipping market cycle. When the freight rates in the beginning of the cycle 
starts to raise the cash will flow into the shipping industry, leading to higher prices for 
second-hand ships. As prices continue to rise, this will lead investors into the newbuilding 
market. When ship-owners have ordered sufficient of new ships, the cycle is usually at its 
peak, and eventually the process will go into reverse. When freight rates start to decline 
leading to less cash inflows, this will have a negative impact on ship-owners, since in this 
stage they will start to pay for their newbuilding ships. If ship-owners do not have enough 
liquidity this will force them to sell their ships on the second hand market for scraps. If 
there are enough new ships supplied in the second hand market to low prices, the older 
ships will not get any offers and the owners are forced to send them to the demolition 
market. As more ships are scrapped the supply of ships will go down and freight rates will 
once again start to rise and the whole market cycle will start from the beginning. (Stopford, 
1997) 
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As in other businesses general legal rules of contract are also applicable to carriage by sea. 
In this process the shipper uses brokers, agents or other intermediaries to carry out the 
contracts. Today the shipping contracts have a higher degree of complexity than before. 
This is caused by the globalization, shipping companies’ today works on a multinational ba-
sis. (Branch, 2007) There is also a  possibility that the ships controlled by for example 
Norwegian shipping actually are not using the Norwegian flag on their ships, but instead 
sail under various, of what Lorange (2007) calls, “flags of convenience”. This allows the 
companies to gain tax advantages, crewing, among others (Lorange, 2007). This is another 
factor that can give difficulties in establishing contracts. The figure 3.2 below is indicating 
the described business cycle, and how the cash flow is circulating within this industry. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 3.2. The Business Cycle; Source: Adjusted from Stopford (1997. p. 80) 

Where the figure 3.2 above is indicating that the demand and supply of these four markets 
is influencing the shipping cash flow to go around in a cycle, and where the demand and 
supply is also affecting each of these markets in a cycle where the sales & purchase market, 
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newbuilding market and the demolition markets prices increases when the freight rate in-
creases (Stopford, 1997). Ships that trade cargo at sea are categorized to either liners, 
tramps or specialized vessel, these are the main divisions in shipping. Recently there has 
emerged a new type of vessel determined as a multi-purpose vessel that is more flexible 
than the other divisions. These types of vessels can switch from one trade to another be-
cause the ship can load different types of goods. Ships belonging to liners carry goods on a 
regular basis between groups of ports. So it doesn’t matter if their load is not full they will 
sail on scheduled dates.  On the other hand the tramp does not sail on a fixed sailing sche-
dule, instead it is always on its way and searching for new cargoes to ship, usually bulk car-
goes as coal or grain. Finally specialized vessels are designed either to carry a particular 
good or a group of goods. These vessels have emerged because of certain demands in the 
shipping industry. (Branch, 2007) 

3.1.8 The shipping crisis during 1970s 

In the beginning of 1970 a crisis struck the shipping industry that today is called the tank 
crisis (Tenold, 2001). The reason for its name is that it affected the tanker sector more than 
any other shipping segments (Thanopoulou, 1998). The high economic growth the ship-
ping industry experienced during the postwar was stagnated. Meanwhile the order books 
were high in 1970-1973 because of the boom. Furthermore the increase in oil prices in 
1973 made the demand for sea transport services to decrease which negatively affected the 
volume of goods transported. The combination of growth in supply and decrease in de-
mand lead to imbalances in the shipping industry. (Tenold, 2001) Between 1973 and 1986 
the OECD fleets, consisting of all fleets in west including Japan, lost nearly 20 percent of 
the total market. The shipping industry was affected by two factors, namely the shipping 
crisis during the 1970s and the 1980s and harder competition from foreign shipping indus-
tries. (Thanopoulou, 1998) 

Before the 1970s the shipping companies that were deeply connected with contracts of 
tonnage and were able to have economies of scale were especially advantageous. Mean-
while the demand for shipping services grew which enabled expansion of the shipping 
companies’ capacity. (Tenold, 2001) The years after the first oil shock in 1973 the shipping 
companies were not only exposed by fluctuating oil prices but also investment strategies, 
government policies, operational costs and “flags of convenience” (Thanopoulou, 1998). 
Also, the governments facilitated shipping companies to grow through financial support 
and favorable financing. After the collapse of the shipping market in 1973 the demand for 
tonnage contracts decreased dramatically. There was also a delay between the tonnage con-
tracts and order books. Ships that were ordered during the boom before 1970s affected the 
shipping market for a long time. The growing imbalances between supply and demand for 
tank transport were significant and lead to severe consequences. (Tenold, 2000; 2001)  

The post effects of the crisis in 1973 intensified because of the over-investment in ships 
and the interrelated affect on reductions in demand.  As a result of less demand the freight 
rates declined quickly in the 1970s. The market was positive only during a short period be-
tween 1979-1981 until it once again started a negative trend that could be seen further in 
the 1980s, and the market did not recover until 1987. (Thanopoulou, 1998) The high 
supply was an outcome from a combination of shipyards, shipping companies, banks, fi-
nancial institutions and governments. The shipyards manufactured the ordered ships and 
banks and governments financed them. Furthermore the expansion in the shipping indus-
try was the main factor for the growth in tonnage. The shipping industry delivered tonnage 
that was higher than the yearly average demand in the period 1963-1972. The shipyards in 
the middle of the 1970s had although reached the capacity that was reasonable to satisfy 



 

 
20 

the demand in the normal shipping market, since the market experienced a boom between 
1970-72. This shows that there wasn’t any inconsistency between demand of new tonnage 
and the supply of ships, although this situation extended and spread the crisis. The ship-
ping industry was seen as an important employer which made governments to support it. 
This came in expression of favorable finances. The favorable finance made the ordered 
tonnage to increase. (Tenold, 2000) 

Moreover the ship yards demanded financial support to cancel tonnage in order to sustain 
profitable. In a longer perspective the imbalances in the shipping market increased because 
the ship yards used subsidies as a means to receive new orders. The surplus of demand in 
the shipping market made it impossible for shipyards to receive new tonnage contracts es-
pecially regarding larger ships. Subsidies were then transferred to ship yards in the parts of 
the shipping industry that still functioned. The financial support of the shipyards contri-
buted to the overcapacity. It was the shipyards that made large investments and therefore 
contributed to a larger world fleet. Thus the ship yards had a significant role in the supply 
development. (Tenold, 2000) The increasing contracts of tonnage in the world fleet in the 
1970s can be explained by the shipyards short term view upon their investments and op-
timism regarding demand. The behavior was also affected by the relationship between rates 
and taxes. Contracting decisions are often based upon freight rates and when these rates 
are favorable the shipyards will enter new contracts for tonnage. (Tenold, 2001) Because of 
the boom in the beginning of the 1970s lead shipyards to order huge amounts of tonnage, 
despite the fact that the market did not need the ordered tonnage. This behavior increased 
the world tank fleet until 1978 since the unneeded orders were still delivered. In periods 
with huge orders the delivering time is long and a lot of ships that were ordered during the 
boom were in fact delivered in the end of the 1970s. The general shipping crisis during the 
1970s was seen as having mainly been affected by the tank market but was also a result of 
the recession in Norway in the middle of the 1970s. The impact from the tank market oc-
curred in two steps. First the crisis spread to combine ships that can operate in both tank 
and dry market. Secondly ordered tank ships that had not yet been delivered were con-
verted to other types of tonnage which lead to overcapacity in those areas. These ships 
were in turn delivered to markets that experienced overcapacity. Thus this conversion of 
ships transferred the crisis to other markets and extended the problems in these areas. 
Over time it became impossible for ship yards to receive new contracts which lead their 
capacity and subsidies with the prospering financing contracts to be transferred to seg-
ments in the shipping industry that still was well functioning. (Tenold, 2001) Furthermore 
the high manning costs that the European shipping companies endured during the 1970-
1980s led shipping companies to register in other parts of the world where it was more 
profitable to operate. In order to sustain levels of domestic registries the manning costs 
were reduced but not to levels which other countries outside Europe had. Thus the con-
cept “flag of convenience” were now widely used by the European shipping companies. 
The recovering of the freight rates in the 1990s after the downturn in 1987 led to a stable 
distribution of world tonnage but was not enough to increase the level of western registries 
to the levels before the crisis in 1973. (Thanopoulou, 1998) 

3.2 The Norwegian Shipping industry  

According to Jenssen (2003), the shipping industry in Norway has, ever since 1973, been 
going through a period of major transitions, and has always had an aggressive competition 
from low-cost countries in Asia. Hence, this competitive market has put a huge amount of 
pressure on Norway’s shipping industry (Jenssen, 2003). This in turn has resulted in the 
Norwegian sea-politics being under constant development, which has been followed with a 
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more beneficial tonnage tax system in 1996, resulting in a more prosperous and stable 
shipping industry. This tonnage tax system was based on a tax deferral system (Sjöqvist and 
Sorocka, 2010). Also as previously stated, the shipping industry is already very unstable, 
due to its capital intensive nature, and is highly affected by economic and political changes. 
(Sjöqvist and Sorocka, 2010) 

In shipping, as Lorange (2007) states, there has been a trend that in order to succeed, a 
company has to be prepared to take huge risks, in order to have ship assets in play when 
opportunities arise. However, with this highly capital risk focus, will also come the risks of 
making wrong decisions, so this risk taking needs to be backed up with planning and a con-
servative financial policy (Lorange, 2007). Despite the fact that shipping has been evolving 
rapidly, the main characteristics within the industry has maintained the same, with high vo-
latility, cyclicality, seasonality and uncertainty in general concerning both income and ex-
penses due to fluctuating price levels. Due to this, the ship owning companies are always 
exposed to several risks. Like the freight rates, which constitute the main revenue are fluc-
tuating and are unpredictable, and also the operating costs in terms of bunker fuel. (Kors-
fur, 2009) Another factor can be bad weather which can cause loss of the vessel and acci-
dents may cause damages and unforeseen docking of the vessel and port congestion may 
cause delays, all of which will affect the owners cash flows. (Korsfur, 2009) 

Due to the shipping industry being a capital intensive market, a change in interest rate le-
vels may cause severe changes in debt payments. Also since it is such an international in-
dustry, it is subject to a fluctuating exchange rate, and finally, the risk of the counterparty 
being unable to fulfill its agreements and pay when due is also crucial and has gained in-
creased attention due to the current financial turmoil. (Korsfur, 2009) With this said, it can 
be established that risk management is very important for shipping companies, to achieve 
predictability and reduce cash flow fluctuations. With all of this, the business has been 
known for the world’s most international and capital intensive, with the characteristics dri-
ven by creativity, skills, remarkable profits and devastating miscalculations. Since trades 
promote shipping and shipping offers the transport needed to encourage economic devel-
opment, it can be established that shipping, trade and economic development is closely 
linked together. (Korsfur, 2009) 

Additionally what has been stated, the Norway shipping industry has been suffering some 
political changes, with the new tonnage tax rules, which has been proven in previous stu-
dies to have left a huge impact on the Norwegian shipping industry. (Sjöqvist and Sorocka, 
2010) Thus due to its challenging environment the Norwegian shipping industry has been 
fluctuating, according to Tenold (2001) the fluctuations in the Norwegian shipping industry 
can be explained from three different views namely the tonnage development, the fleet’s 
architecture, and the fleet’s distribution seen from both a geographic and shipping market 
characteristics point of view. This analysis shows that there has been a higher concentration 
within the Norwegian shipping industry between 1970 and 1987 both when it comes to 
registration of ports and shipping companies. The tonnage development study reveals that 
the Norwegian fleet goes parallel with the development in tonnage and can be linked to the 
rapid growth in the Norwegian fleet to 1977, but the following years the tonnage decreased 
and so did the number of ports with ships and shipping companies as well. (Tenold 2000; 
2001). As Tenold (2000; 2001) argues that the shipping industry in Norway is heavily ex-
posed to fluctuations.  

The Norwegian shipping industry is, according to Finckenhagen and Fjeld (2008) a very 
unique industry, since it has a comprehensive and broad market, where it operates within 
all the four of the markets. However Benito, Berger, de la Forest and Shum (2000) divide 
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the Norwegian shipping industry into three segments and a various of subcategories which 
are: 

 The shipping industry 
- Shipping business 
- Ship broking 
- Ship insurance 
- Ship financing 

 The Shipbuilding industry 
- Building and repairing ships and boats 
- Marine equipment 
- Ship engines 
- Other services related to shipbuilding 

 The Maritime services 
- Classification 
- Ship consultants 
- Other services related to ship transportation 

In short, in this complex structure the Maritime service sector is heavily connected to the 
shipping industry and the shipbuilding industry, where as the shipbuilding industry is focus 
most on physical activities which are mainly connected to the shipping industry. (Benito, et 
al., 2000) Thus the Norwegian industry has a very unique structure, since most other coun-
tries are either operating in one or two segments (Finckenhagen and Fjeld, 2008), whilst the 
Norwegian maritime cluster includes all of these three, hence Norway has become one of 
the world leading countries in the shipping industry (having the third largest commercial 
fleet) (Hammer, 2007). Also according to Hammer (2007) Norway brags about being the 
world leading manufacturers of maritime gears, having several of the world’s finest ship-
brokers, two of the world’s biggest shipping banks, and also being one of the leaders within 
research and development as well as having well known shipping economics institutions 
(Hammer, 2007). Thus making Norway one of the leaders within shipping, where team-
work and innovation is the key to success within this complex industry (Finckenhagen and 
Fjeld, 2008). 

3.2.1 The importance of shipping in Norway 

As Nilsen and Dønvik (2010) argue, shipping is an important stone in the modern econo-
my, since without seaborne transportation of goods, the import and export market would 
not be able to meet the demand of the modern world’s consumption. Also they argue that 
shipping is seen as a key factor to help countries engage in trade, where they also argue that 
the “landlocked” countries are at a disadvantage compared to the countries with direct 
access to the ocean Nilsen and Dønvik (2010). Norway is a country that has taken great 
advantage of their location (Lorange, 2007) and strong reasons why Norway has a such 
huge fleet are favorable taxation in the shipping industry, profitable investment alternatives, 
and a high supply of workforce in the maritime sector (Tenold, 2001).The shipping indus-
try in the middle of the 19th century played a crucial part in Norway’s global transportation 
and economic development. In 1976 Norway had the fourth largest shipping industry from 
a global perspective (Tenold, 2001). Today, Norway controls nearly 10 percent of the total 
shipping tonnage in the world and shipping constitutes for the third largest share in Nor-
way’s export industry (Jenssen, 2003; Lorange, 2007). The sector has also influenced the 
development of Norwegian society from both a socially and culturally point of view. (Te-
nold, 2001) 
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Main actors in the Norwegian Maritime industry are the shipping industry, shipbuilding in-
dustry and maritime services. Additionally, there are other organizations and institutions in 
close connection with the maritime sector such as the vast oil and gas industry (Sjöqvist 
and Sorocka, 2010). The explanation of the shipping importance in Norway can also be re-
flected as the shipping industries stake in Norway’s total export and BNP. The revenues of 
the total sales of transportation services between 1870 to 1970 in Norway were approx-
imately between 35-50 percent of Norway’s total export.  In practice, this means that the 
shipping industry constituted for one third of Norway’s import. From the end of the 1960s 
to the beginning of 1980 the gross freight decreased from 40 percent to 15 percent. This 
decrease was mainly explained by the increasing importance of Norway’s oil export and 
had a huge impact on the transportation of traditional Norwegian exports. (Tenold, 2001) 
Thus Norway’s oil export plays a central role in the shipping industry. The Norwegian 
shipping industry is still concentrating heavily in low technology sectors as oil transporta-
tion but is moving on a steady phase to be more specialized with differentiated services. 
Differentiation means that the shipping industry supplies more specialized services. (Jens-
sen, 2003) 

3.2.2 The shipping Crisis in Norway 

There was some temporary overcapacity prior to 1970s, however those periods of overca-
pacity were too short to have any fundamental impact on the long-term profitability within 
the shipping market. This also was strengthened with the room for expansion and moder-
nization of the world fleet, especially within the tanker tonnage, which also would allow 
ship-owners to make substantial profits. However during the 1970s and early 1980s, the 
crisis struck with extremely low rates, a complete reduction of transport demand and also 
overcapacity. This scenario lasted long enough to have a tremendous effect on Norwegian 
ship-owners, and the recovery from this impact took more than a decade. (Tenold, 2000)  

According to Tenold (2000), during this period, the entire shipping industry was under-
going essential changes, which resulted in a great amount of ship-owners and shipowning 
nation fleets decreased in size. This was followed by bankruptcies, companies “flagging-
out”, increased government involvement, and the collapse of the shipbuilding industry. 
Flagging out means that a shipping company changes the registration of their vessels from 
a national flag to a flag of convenience (Yannopoulos, 1988). This in turn affected the 
shipping financing, insurance, ship broking and classification, making the entire industry go 
into a depression. According to Stopford (1989), the reason for the shipping crisis could be 
summarized as follows “... the influence (of these institutions) is clear – the banks lent too much, the 
shipbuilders built far more shipyards than long-term demand forecasts justified and shippers issued time-
charters which underpinned the false sense of optimism.” (Stopford, 1989 retrieved from Tenold, 
2000, p.72) 

Tenold (2000, 2001) argues that the segment within the industry that was affected the most 
were the Tanker service which had the first notable breakdown in their freight rates. A rea-
son of the tankers being affected the most were the oil price shock, which was constituted 
due to the short-term in-elasticity of oil price demand. According to Tenold (2000) the im-
pacts the oil price shock left on shipping were as follows: 

 Initially, the demand for tankers decreases when the oil supply is reduced. 

 Increased inflation is an inevitable result of the oil price increase. 

 The lack of oil may cause a difficult bunkers situation. 
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 Increased demand for relatively cheap sources of energy, such as gas and coal, will 

lead to an increase in the demand for tonnage in the markets where these products 

are transported 

During a study conducted by Tenold (2000), the Norwegian fleet had severe reductions, 
which could partly be described by the tanker crisis. This affected Norway the most since 
the Norwegian fleet was investing a large amount of money in the Tanker service. This in 
turn also affected the domestic registered fleet, which had, according to Tenold (2000), 
tremendously decreased. Thus Norwegian shipping companies were to a larger extent af-
fected by the crisis than their foreign counterparts. Investigation of circulation rates and 
fleet size can show that the Norwegian shipping industry has been more negatively affected 
by the shipping crisis than other competitors. Circulation rates shows when the tonnage 
was low and in turn leads to low revenues generated from employment. Thus high circula-
tion rates give an indication of low earnings. The Norwegian circulation rates were at such 
a high level which no other country had. Furthermore the circulation rates indicates that 
the economic development in the Norwegian shipping industry was negative seen from an 
international point of view. (Tenold, 2000) The astonishing increase in shipping demand af-
ter the postwar were decreasing substantially which affected especially the tanker sector. 
Between 1979-1985 the tanker transport decreased with more than 50 percent and the fleet 
size in Norway decreased substantially between 1970-1990. This lead freight rates to not be 
able to cover the operating costs. (Brautaset and Tenold, 2008) The Norwegian shipyards 
were highly affected of the collapse in the freight market and liquidation problems forced 
shipping companies to either leave the market or decrease their tonnage through sale to 
foreign actors or flagging out. The sale abroad did not in all cases lead Norwegian shipping 
companies to file for liquidation, instead the ships were sailed under another countries 
flags, and meanwhile the Norwegian ownership was unharmed.  Thus Norway experienced 
a large fluctuation in tonnage during the shipping crisis. (Tenold, 2001) The main reasons 
why Norwegian ship-owners were particularly affected by the shipping crisis were that 
Norway owned exactly the type of vessels that were exposed, namely tankers, and the high 
labor costs in general in Norway. This leads to a substantial decrease in employment in the 
shipping industry in Norway in the 1970s. (Brautaset and Tenold, 2008)  

Also, other elements affected the Norwegian shipping industry heavily namely ship policy 
and the offshore activities. Ship policy in Norway is seen as having a stake in the decrease 
of the Norwegian fleet. The reduction in fleet was affected by shipping companies because 
in the 1970s it was allowed to register tonnage abroad. (Tenold, 2000) The decrease of ton-
nage registered in Norway is therefore more substantial than the decrease of tonnage of the 
Norwegian shipping companies. The other element concerns oil production, since Norway 
expanded heavily in this area. One reason behind the high circulation rates in Norway were 
because shipping companies’ had transferred a substantial part of their investments to seg-
ments that were heavily affected by the shipping crisis. The overcapacity was most obvious 
in the tanker sector and Norwegian shipping companies’ fleet consisted mostly of tankers. 
In the beginning of the 1970s the Norwegian fleet consisted of more than 86 percent tank-
ers and constituted 68 percent of the world tanker fleet. In 1980 the Norwegian fleet con-
stituted of ships that were twice as big as the ships in the foreign fleet, reasons behind this 
was the huge Norwegian tanker fleet. (Tenold, 2000) Investments in large ships are general-
ly seen as more risky than investments in smaller ones, although the higher risk gives econ-
omies of scale which in turn lead to higher profits. The average age of the Norwegian fleet 
was relatively low in the 1970s. In 1976, 83 percent of the Norwegian tonnage had an age 
below 10 year. Norwegian ships that were so young can also explain why just Norway was 
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highly affected by the crisis. New ships have higher capital expenses than older, and a sub-
stantial part of the ship cost is usually financed with loans. A new ship with low revenues 
and high installments affects shipping companies to a higher degree than companies that 
have an older fleet. Norwegian shipping companies had an obvious disadvantage compared 
to its foreign competitors namely labor costs. (Tenold, 2001)  

All these factors thus affected the tanker sector so the Norwegian shipping industry needed 
an transformation. This lead shipping companies in the 1980s in Norway to start  focus 
more upon offshore activities than traditional shipping. (Tenold, 2001) Thus in this period 
the Norwegian shipping industry became more and more specialized and had a high diffe-
rentiation of its services. Norway’s fleet constituted still mainly of tankers but one could 
see a shift to ships that could handle more specialized cargoes since the market demanded 
it for example car carriers and ro-ro vessels. (Jenssen and Randøy, 2002) On the other hand 
Norway had one advantage compared to its foreign counterparts relating to capital ex-
penses. Norway had relatively high costs for labor and at the same time the average return 
on Norwegian investments was low. Norway’s national rules regarding use of labor abroad 
were limited which affected differences in labor costs to arise between countries, and in 
turn had a negative impact on the Norwegian shipping companies operating costs. Howev-
er Norway had newer ships than its foreign competitors which needed less labor to operate 
them than older ships. Thus the ships were expensive to finance but had low labor costs 
which made them reasonable to have. In this way Norway could obtain transport services 
which were competitive. (Tenold, 2000) Foreign capital was received from the international 
capital market and therefore the costs of Norwegian shipping companies were similar to 
their foreign counterparts. The capital was not borrowed from the international market but 
instead received from the local market and usually consisted of equity which constituted for 
approximately 20 percent of the total investment. In Norway it was relatively easy to re-
ceive equity and was reasonable from an international point of view. (Tenold, 2000) The al-
ternative return of domestic investments was, compared to equity finance, insignificant and 
therefore the ship investment was competitive from a domestic point of view. Furthermore 
the Norwegian tax system had a positive effect on the costs of borrowing equity. Invest-
ments in new tonnage enabled favorable depreciations. The fact that equity was reasonable 
to raise in Norway made shipping companies to remain competitive in the capital intensive 
market. (Tenold, 2001) Although during the 1980s the costs for Norwegian shipping com-
panies increased which had a negative impact on the fleet. In the 1970s the possibilities for 
Norwegian ship companies for sailing under a foreign flag were insignificant and they could 
not keep up with their foreign competitions labor costs. In the end of the 1970s the libera-
lization simplified the possibility to use foreign labor. Labor costs for a tanker ship under a 
Norwegian flag during the 1980s were approximately 60 percent more expensive than for-
eign labor. The barriers that the Norwegian fleet so far has endured have forced govern-
ments to change the shipping politics in Norway. (Tenold, 2001) The changes that has had 
the most significant impact on Norwegian shipping companies is the simplification for 
flagging out and confirmation for shipping companies to register their business broad. Fur-
thermore the flag of convenience creates a dual shipping market since the market is split in 
two segments where the segments have different labor costs and different conditions for 
efficiency. The first segment is characterized by countries that registers tonnage under their 
domestic flag which Norway belonged to in the 1970s. Since the conditions for registering 
tonnage was becoming high, Norway switched to the other segments in this dual market 
where vessels could operate under an open registry system. (Yannopoulos, 1988) This 
change was implemented because of the stagnated development in the Norwegian shipping 
during the 1980s. Since the shipping market had its lowest peak in mid-1980s, the second 
hand ship market experienced a distress in sales. (Tenold, 2000) This created an opportuni-



 

 
26 

ty for asset play, which meant buying ships at low prices and sell them at high prices. How-
ever as Stopford (1997) stated: “The problem was that conventional sources of equity and debt had no 
interest in additional shipping exposure, so new sources of finance were required” (Stopford, 1997,  
p.199). Also during the 1970s the flagging was still low since the system was not flawless 
and still comprehended hinders that made it difficult for Norwegian shipping companies to 
flag out. The liberalization of the ship politics changed the conditions and simplified it for 
shipping companies to flag out. Over time the flagging out became a known notion and the 
fleet register abroad was much larger than the fleet registered in Norway. (Tenold, 2000) 
Norwegian ship-owners choose to flag out since the cost of using a worker on a vessel un-
der the Norwegian flag was higher than using a worker belonging to a foreign flag (Yanno-
poulos, 1988). Between 1973 and 1986 the OECD fleet, which included Norway, lost more 
than 20 percent of the tonnage in the total market. This was affected by the crisis in the 
1970s and 1980s. Although after the recovery in tonnage in the late 1980s, the northern 
countries  could not compete with the rest of the world if they did not use foreign labor. 
(Tenold, 2000)  

Countries belonging to the SECA area, including Norway, are still suffering today by the 
rules implemented which forcing shipping companies to use flag of convenience. Thus the 
manning costs are still constituting a significant part in the shipping companies profitabili-
ty. Thus, in order for shipping companies to thrive one should implement rules that are 
bound to everyone, otherwise flag of convenience is inevitable. (Thanopoulou, 2000) Nor-
way does not only have to deal with the labor cost issue but also the increasing competition 
from low cost countries in Asia, which has forced them to regularly apply new technology 
and develop their services. This competition has an upward going slope, meaning that if 
Norway wants to be one of the larger players in the shipping market they need continuous-
ly to react to changes. (Jenssen and Randøy, 2002) Additionally the newbuilding market 
was expecting heavy demand in the mid 1990s. This because the vessels built during the 
construction boom of 1970s were planned to be scrapped at twenty years of age, thus 
creating a need of new ships. On top of that, the shipbuilding capacity had decreased since 
the 80s, creating a shortage in vessels, hence the newbuilding prices of vessels became high. 
(Stopford, 1997) 
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4 Theoretical framework 

In this section, the financial performance and the ratios used will be presented, as well as a description of 
what sustainability is.  

4.1 Finance performance and investment strategy 

The key to survive in the shipping industry is financial performance, and in order to 
achieve it, the three variables ship-owners have to work with are as following: 

1. The revenue received from chartering / operating the ship 

2. The cost of running the ship 

3. The method of financing the business 

The relationship between these variables, can be seen below in figure 4.1, where the reve-
nue section is presented in the left corner, where it is received from trading the ship. De-
spite the fact that ship-owners can not control the price they gain per ton of cargo, Stop-
ford (1997) argues that there still are ways to squeeze more revenue from the ships. As seen 
in figure 4.1 below, the diverse costs are presented in the top and bottom centre of the fig-
ure.  

Figure 4.1 Cashflow model; Source: Stopford, 1997. p. 154 

Hence, based upon the figure 4.1, Stopford (1997) argues that ship-owners could either in-
crease productivity by operational planning, reducing backhauls, minimizing time off hire, 
improved dwt utilization and cutting cargo handling time, etc. What is left after deducting 
the costs, is subjected to taxes, and dividends paid. According to Stopford (1997), the ship-
ping industry has not set an internationally accepted standard of classifying cost, hence 
based upon Stopford (1997) own view upon classification, an a priori model will be pre-
sented (see 5.1.5 for further details). The costs Stopford (1997) states are as following: 
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1. Operating costs represent the diverse expenses involving within the day-to-day 

running of the ship. These costs are essentially crew, stores and maintenance costs.  

2. Voyage costs can be seen as the variable costs connected a specific voyage, within 

the costs connected to the Voyage trip are such as fuel, port charges and canal 

dues. 

3. Cargo handling costs represent the costs of loading, stowing and discharging car-

go. These costs are especially important within the liner trade business. 

4. Capital costs represent the way the ship is being financed. Thus they can either be 

in the form of dividends to equity, which are discretionary, or interest and capital 

payments on debt finance which are not discretionary. 

5. Periodic maintenance costs represent the costs that arise when a ship is “dry-

docked” for major repairs, this happened usually when the ship is being inspected. 

The older the ship is, the more expenditure will be put into this category. Hence 

shipping companies often include a “dry-docking provision” in their operating 

costs. Thus since this is seen more as a provision, than a cash item it should be 

treated separately from operating costs 

By analyzing these five categories of costs, a more detailed understanding regarding the 
shipping industry will be acquired. Also these categories provide an important insight in 
which costs affect the shipping companies the most, which comprehend just a small frac-
tion of the total costs. (Stopford, 1997) 

4.1.1 Operating costs 

As stated earlier, the operating costs are the expenses which represent the day-to-day run-
ning of a vessel (excluding the fuel, which is comprehended within the voyager costs). 
These costs include also the day-to-day repairs and maintenance (excluding the dry dock 
repairs, which are treated separately). According to Stopford (1997), these costs represent 
approximately 25 per cent of the total costs.  

Within crew costs all the direct and indirect vessel crew expenses are included and accord-
ing to Stopford (1997, 2009) these constitute approximately 50 per cent of the entire oper-
ating cost. The amount of crews on a ship is determined by the ship (size, age, type of 
ship), regulations related to registration of flags as well as the degree of automation on the 
mechanical operations within a ship, for example in the engine room. This in particular 
have been a contributing factor to the downsize of crews needed on a ship, since the di-
verse automated monitoring systems have eliminated the need of personnel being at a regu-
lar basis in the engine room. Nowadays it is common that the engine room is unmanned 
during night and systems such as remote control, single-man bunkering and rationalized ca-
tering have been introduced. The result of these new technologies have led to a decline in 
the amount of personnel needed, for example during the early 1980s the amount of crew 
needed was approximately 28, however since the new modern ship has been introduced the 
average crew size per ship has been cut down to approximately 17 on a deep sea vessel. 
(Stopford, 1997) 

Stores and consumables supplies comprehend a range of different spare parts and equip-
ment, such as engine equipment, deck equipment, and the most used consumable, namely 
the lubrication oil. Since majority of modern vessels have diesel engines the amount of lube 
oil  has increased, and today they may consume approximately several hundred litres of 
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lube oil each day while the ship is at sea. This cost category is accountable for approximate-
ly 11 percent of the entire operating costs. However this expenditure increases depending 
on the age of the ship (older ship implicates  higher costs). (Stopford, 1997) 

Repairs and maintenance constitutes of approximately 12 percent of the entire operating 
costs, and covers everything that is associated with the maintenance of a vessel. The costs 
can be divided into two subcategories which are routine maintenance (including mainten-
ance of the main engine and auxiliary equipment) and breakdowns (mechanical failures 
which are not covered in the maintenance routines), which are often expensive since they 
are performed in a ship yard). Just as with the stores and consumable category the cost of 
this category depends heavily on how old vessels are. (Stopford, 1997) 

According to Stopford (1997) the insurance category is accounting for approximately 37 
per cent of the operating costs of a Capesize bulk carrier (as an example), however this is 
the cost category which varies the most, depending on which kind of ships the ship-owner 
have. The amount the ship-owner will pay will heavily be dependent on the insurance of 
the Hull and machinery (H&M), which basically is a protection for the owners for any 
physical losses or damages, while the Protection and Indeminity (P&I) insurance protects 
against third party liabilities, such as oil pollution. Additionally there are insurance policies 
which can cover war risks, strikes and loss of earnings. The amount of insurance cost will 
not only be dependent on ship type, but also age of the vessels, since older vessels increas-
es the insurance costs. (Stopford, 1997) 

The general costs category are charges related to shore-based administrative and manage-
ment incentives, as well as communications, owners’ port charges, and other various oper-
ating costs, which are not covered in other subcategories. Once again the amount of costs 
comprehended in this subcategory will heavily depend on the  type of operation the com-
pany is performing, for example a small tramping company with two operating vessels will 
have a low amount of general costs, contrasting to a larger liner company, with substantial 
administrative overhead. (Stopford, 1997) 

4.1.2 Voyage costs 

The second cost group is the voyage cost, which includes, in accordance to Stopford (1997) 
model, fuel costs, port dues, tugs and pilotage, and canal charges.  

The fuel cost subgroup, has the largest stake in voyage costs, and according to Stopford 
(1997) constituting approximately 47 percent of the total Voyage cost of a Capesize bulk 
carriers costs. Nowadays the fuel costs are generally seen as high costs, although during the 
early 1970’s, the oil prices were low, barely any attention was paid on the fuel costs in ship 
design, which is why many large vessels were built with turbines. As Stopford (1997) states, 
the high power generated from the turbines in a combination of lower maintenance costs 
made it a competitive option, regardless of the high fuel consumption. However as Stop-
ford (1997) states, the imbalance of costs started when the fuel prices increased substantial-
ly during the period 1970-85. Implicating fuel costs constituting a large part of the voyage 
costs, this in turn lead ship builders focusing on more fuel efficient ships (Stopford, 1997). 
Alongside with Fuel costs, the Port charges are one of the major costs, with a percentage of 
approximately 46 percent in a Capesize bulk carrier company. The two major components 
within Port charges are the port dues and service charges. (Stopford, 1997) 

Canal dues are mainly costs paid for transiting the Suez and Panama canals, where the mea-
surements of the costs are based of rules of both the Suez Canal and Panama Canal. This 
cost subcategory is accounting for a small fraction of the entire Voyage cost, and according 
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to Stopford (1997) the measurements are not comparable to the normal measurements of a 
cargo capacity (net tonnage), hence making it complex. (Stopford, 1997) 

4.1.3 Cargo handling costs 

This is the cost that covers the loading and discharging cargo, which is according to Stop-
ford (1997) an essential component in the total costs equation. He also argues that ship-
owners emphasizing to a large extent on this particular cost, especially the liner business. 
Since a cargo liner cargo handling cost constitutes more than half of the total costs, due to 
the loading costs and discharging costs. Reduction in cargo handling costs can therefore be 
essential for a ship-owner. (Stopford, 1997) 

4.1.4 Periodic maintenance  

The Periodic maintenance is a provision which covers the costs regarding dry-docking and 
special surveys (which are outside of regular ship surveys). According to Stopford (1997) a 
ship needs to be dry-docked every second year, and every fourth year it requires a special 
survey in order to be able to get approved as being seaworthy. During the special survey, all 
machinery is inspected thoroughly, as well as the thickness of the steel on certain areas and 
other important parts which a normal survey does not cover. The older a vessel is, impli-
cates more extensive inspections and measurements. Stopford (1997) states that, older ves-
sels are seen as a considerable expense, where corrosion is a big threat, meaning the ship-
owners need to replace some of the steelwork. (Stopford, 1997) 

4.1.5 A priori cost model 

Based upon Stopford (1997) model, the cost model used within this thesis will be adjusted 
for easier comprehensiveness in accordance to the chosen companies way of preparing and 
presenting their income statement. The A priori model, figure 4.2 below, is divided into an 
Operating segment, where Operating Income and Operating Expense will create the first 
Contribution Margin, and the Financial Income and Operating Income added to the oper-
ating segment will create the Contribution Margin 2. The generalization is made to make it 
more comprehensive and easier to compare. 

 

 

 

 

 

 

 

 

 

 

Figure 4.2. A priori cost model  

The model, seen in figure 4.2 above, contains all the costs Stopford (1997) is arguing that a 
shipping company has, however the changes within this model is that the Operating seg-
ment is containing both the Operating Costs, and the Voyage costs. This generalization is 
based upon the fact that companies generally present their Voyage costs within their Oper-
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ating segment. Hence the Contribution Margin 1 is stating how efficiently a company has 
been in generating revenues on their operating segment, and if they have covered the oper-
ating expenses with their gross revenue. The second contribution margin comprehends the 
financial segment. This margin will show whether the company is having enough of reve-
nue to cover its financial expenses, and in turn show whether they can cover taxes and oth-
er expenses, which might arise. Other income/expense contains ship sales, depreciation, 
etc. 

4.2 Financial performance measurements 

Business analysis can identify key profit drivers and business risks, and establish a compa-
ny’s profit potential at a qualitative level. Furthermore business analysis highlights issues 
which are further investigated in the financial analysis stage. In the end of the research a 
business analysis will determine growth, margins and capital requirements. (Dyrnes, 2008) 
Business performance can be measured through a set of financial indicators which in turn 
can establish a firms financial performance (Venkatraman and Ramanujam, 1986). Measur-
ing a firms performance usually involves the use of financial ratios, since it provides a de-
scription about the firms financial performance in relation to previous periods, and helps to 
recognize trends (Lin, Chu and Liu, 2005). Furthermore financial statement analysis and fi-
nancial ratios are strongly connected, where financial statement analysis implicates interpre-
tation of the calculations made through financial ratios. Financial ratios are a simple way of 
summarizing the information contained in financial reports. (Sutton, 2004) 

4.2.1 Profitability ratios and Activity Ratio 

Profitability ratios helps to analyze business profitability and the profitability ratios that will 
be analyzed are Return On Equity (ROE) and Return On Assets (ROA) (Formulas used 
can be found in appendix – Financial Measurements formulas). (Sutton, 2004) ROE inves-
tigates the profitability of a company seen from an investor’s point of view (Sutton, 2004). 
ROA calculates the profits from both the operating assets and the financial assets together. 
Thus it shows the profit a company generates on its total assets. ROA implicates both a 
profit margin ratio and an assets turnover ratio (Dyrnes, 2008). The shipping industry is a 
very capital intensive industry and needs large profit margins in order to go around. 
(Dyrnes, 2008) Asset turnover ratios assess if the company is able to generate revenues 
from their capital base. Thus checking the efficiency of how a company uses its assets. 
(Sutton, 2004) 

4.2.2 Liquidity and cash flow ratios 

A company has liquidity problems when it cannot pay its short term debts when it is ob-
liged to do. Furthermore a company is insolvent when its liabilities are higher than its as-
sets. (Sutton, 2004) These ratios are especially important for companies that lend out mon-
ey to shipping companies such as banks. Furthermore having the financial power to pay its 
long term liabilities is only relevant when a company can cover its short term liabilities. 
(PWC, 2010) To retrieve an understanding about the shipping industries liquidity the mea-
surement that will be calculated is the current ratio. (Sutton, 2004) When finding out a 
firm’s ability to pay its short-term debts one should establish what the firm’s current liabili-
ties are and to see whether the company has funds to cover them. To find out firms liquidi-
ty in the long run and see to which extent the firm’s assets are financed with equity or bor-
rowed money the solidity ratio and debt ratio can be applicable (Sutton, 2004). Three ratios 
will be carried out namely current ratio, debt ratio and solidity ratio (Formulas used can be 
found in appendix – Financial Measurements formulas).  
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 Solidity ratio: In order for a company to be solid it cannot have financial losses 
since the equity is consumed. Furthermore the solidity will be improved when the 
company generates profits. A company with a good solidity ratio has less payment 
in form of interests and amortizations which increases its ability of using its capital. 
Moreover a strong solidity will enable the company to easier borrow money. 
(Öberg, 2006)   

 Current ratio: This ratio indicates how well a company’s mixture of its working 
capital is. Working capital comprehends both assets and liabilities. (Sutton, 2004) 

 Debt ratio: A ratio that says how much debt a company has relative to its assets. 
Thus it is a good measurement to find out how large the company’s debt level is 
and the potential risks related to its debt. (Sutton, 2004) 

4.2.3 Contribution Level 

Today the quality of financial information concluded in the annual reports varies a lot and 
therefore can be difficult to comprehend. As Hansen states (1976), there are four main 
causes for this loss of efficiency in annual reports namely. 

1. Loss of required data. 

2. Superfluous data. 

3. Unrealistic data that implicates error in economic terms. 

4. Insufficient edited accounting information. 

One efficient method one can use when analyzing financial data is the profitability method. 
The profitability method wants to simplify the calculations since the annual reports are of-
ten too complicated to distinguish figures. The framework within the profitability method 
comprehends a number of key figures that explains the economic activity in the company 
in a simple way. These are the contribution margin, breakeven point and safety margin. 
(Hansen, 1976) According to Hansen (1976) the profitability method comprehends a set of 
principles for analyzing financial statements and also a technique for the principles practical 
implementation. The profitability method is characterized to follow the notion realism in 
the calculations. An economic tool should be adjusted to what problem the user wants to 
illuminate, this in turn concerns realism. (Hansen, 1976) 

In order to calculate the key figures one must distinguish the variable costs and fixed costs 
in the annual report. In the shipping industry the variable costs are usually related to voyage 
expenses and financial expenses, and the fixed costs related to operating expenses. The va-
riable costs arises when the shipping company performs a service with their vessels and the 
fixed costs are not rising in relation to the actual service transaction, instead comprehend 
costs associated when realizing the shipping service. Through the transaction of the ship-
ping service the shipping company will receive revenues and meanwhile variable costs in-
crease. The revenues that remain after the subtraction of the variable costs are left for cov-
ering the fixed costs. Thus a company needs to pursue enough of shipping activities in or-
der to cover their fixed costs, and therefore a certain level of revenues needs to be accom-
plished if the total contribution margin can be covered. Thus the company’s surplus kicks 
in when the company receives enough of revenues so the total contribution margin can 
cover all fixed costs. (Hansen, 1976)  
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4.3 Accounting Theories 

Financial accounting is a process of collecting and processing financial information, enabl-
ing stakeholders to make more prosperous decisions regarding organizations. When 
present accounting regulation change, or when new rules regarding financial reporting are 
implemented, revenues, liabilities, etc are being affected. Moreover financial accounting can 
be compared to management accounting whose primary task is to provide information to 
employees in order to easier make decisions. However financial accounting is usually unre-
gulated. (Deegan and Unerman, 2006) Recently theories like the legitimacy theory, stake-
holder theory and institutional theory have been used to explain why organizations make 
sustainability disclosures in their annual reports. Furthermore these theories can also ex-
plain companies’ behavior of applying a certain financial accounting technique. Legitimacy 
theory, stakeholder theory and institutional theory can be linked to a broader theory, name-
ly the Political economy theory. The Political economy theory has been developed in the 
light of three inseparable factors, which are; the society, politic, and economics. (Deegan 
and Unerman, 2006) Thus, the Political economy theory interprets accounting reports as 
social, economic and political documents (Deegan and Unerman, 2006). However the theo-
ries used will be limited to Legitimacy theory and the Institutional theory. 

4.3.1 Legitimacy theory 

According to Deegan and Unerman (2006) the legitimacy theory exhort companies to con-
tinually seek to operate within the bounds and norms of the society. Thus the theory 
enables companies’ activities to be perceived by the society as being legitimate. Further-
more these bounds and norms are constantly changing which requires companies to be 
responsive to these changes. Since the view of the companies activities have constantly 
changed, this has affected legislation to implement more rules regarding social issues such 
as employees’ health and safety. (Deegan and Unerman, 2006) The society expects compa-
nies to react to human and environmental demands. As Deegan and Unerman (2006) states 
that the legitimacy theory does not only emphasize on companies investors, instead should 
to a larger extent considering the rights of the whole society. Moreover the society especial-
ly expects larger organizations to manage their risks regarding the environment, operations 
and the industry as a whole. According to Deegan and Unerman (2006) managers have 
been recently emphasizing on the notion regarding the reputation risk management which 
strengthens their actions of having a society oriented focus. This decreases the issues of so-
cial and environmental responsibility to a financial issue, since a company’s reputation af-
fects its ability to generate future profits, and any damage to this reputation could affect a 
company’s future profitability. (Deegan and Unerman, 2006)  

4.3.2 Institutional theory 

Institutional theory illustrates an organization’s behaviour, which can explain the voluntary 
corporate reporting (Deegan  and Unerman, 2006) as well as the companies actions (Eriks-
son-Zetterquist, 2009). Within institutional theory, researchers want to point out that a 
company is acting upon (Eriksson-Zetterquist, 2009): 

 Actions that are taken for granted 

 How a company is affected by its environment and market 

 How an organization is following rules (formal and informal) 

Hence this theory is providing a view on how companies keep changing and successively 
evolving into becoming stable units. However it also refers to how the companies are af-
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fecting its surrounding. Within this theory there are two dimensions, the term “decoupling” 
and “isomorphism”. (Deegan and Underman, 2006)  

 The decoupling dimension argues that a company might see a need to imple-

ment certain institutional practices (or fill in gaps between formal policies and or-

ganizational practices) in order to receive an image of, for example, being aware of 

environmental and social responsibility whilst still having a focus on maximizing 

their profitability or shareholder value. Thus the actual behavior can be “decoup-

led” from the institutionalized practices. (Deegan  and Unerman, 2006) 

 The isomorphism dimension is defined as being ”a constraining process that forces one 

unit in a population to resemble other units that face the same set of environmental conditions” 

(DiMaggio and Powell, 1983/1991; retrieved from Eriksson-Zetterquist, 2009, p. 

78). There are three different processes within the isomorphic dimension, which 

are as following: 

1. Coercive isomorphism (forced isomorphism) which states that companies will 

only change when they receive pressure in the form of legislations (Eriksson-

Zetterquist, 2009), or pressure from stakeholders (Deegan and Unerman, 2006). 

For example companies are forced to adapt to new technology in order to meet 

new environmental laws (Eriksson-Zetterquist, 2009). 

2. Mimetic isomorphism (imitating forces) involves companies trying to imitate 

other organizations within the same market in order to be competitive. (Deegan 

and Unerman, 2006). This behavior is often seen when companies are being in 

an insecure situation, which can force companies to imitate other companies 

which are successful within the market. This is being a cost effective and prac-

tical solution, since it becomes easier to imitate a successful company rather 

than having to think of an idea on their own. (Eriksson-Zetterquist (2009) 

3. Normative isomorphism is influenced by traditions, as well as by professions 

and education. Where, in a certain industry, there might be certain traditions 

that are being followed unconsciously, and which are taken for granted. This 

behavior can also be triggered by the corporation’s culture. (Eriksson-

Zetterquist (2009) 

4.4 Sustainability 

In recent years, more companies have adopted a reporting mechanism which provides in-
formation about the social environmental performance, in order to ensure that the man-
agement of the organization not only accounts from a financial perspective but also includ-
ing social and environmental impacts in their report (Deegan and Uneman, 2006). The an-
nual reports including social issues have considerably increased since the 1990s, and ac-
cording to Kolk (2003) this has been especially noticed in Europe and Japan, where the 
sustainability reporting has been accompanied with regulatory requirements and govern-
ment encouragements. (Kolk, 2003) This increase can be justified by the increasing criti-
cisms regarding negative environmental and social impacts of companies, which have 
forced them to account sustainability in their reports. This issue has also implicated more 
pressure on the government to enforce new laws regarding sustainability. (Kolk, 2003) It 
has been fuelled with targeting the commitment and actions undertaken to prevent human 
rights violations, environmental pollution and other ”externalities” of international trade 
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and production. (Kolk, 2003) This is the reason why corporations emphasize more on en-
vironmental, social and even sustainability reports. (Kolk, 2003) Additionally the govern-
ment have been further incorporating accounting legislations and/or explicit supporting 
for voluntary disclosures in form of recommendations. Such recommendations have been 
published by government agencies, international governmental and non-governmental or-
ganizations’ such as the well known Global Reporting Initiative (GRI). (Kolk, 2003) 

Despite this fact, many people still believe that the major goal for any corporation is to 
generate profits in order to create benefits for their shareholders. Their beliefs are that with 
higher profits, shareholders will be satisfied. However recent studies in social and environ-
mental responsibility have been stating that a corporation has a degree of responsibility not 
only for the financial aspect, but also focus on environmental and social impacts. (Deegan 
and Unerman, 2006) However the pressures on accounting, in particular global corpora-
tions, have caused a chain reaction for companies to even more focus on environmental 
and social aspects. These pressures came mainly from the increase of the accountability re-
quirements in the context to Corporate Governance rules and recommendations. The Cor-
porate Governance rulings increased the pressure on expanding the staff-related sections 
within the annual report along with ethical aspects, and in turn also boosted the sustainabil-
ity reporting agenda. (Kolk, 2008) 

However the problem still remains on how an individual business can determine its re-
sponsibilities, since essentially it is based on personal judgment of the management in-
volved when reporting relevant social and environmental reporting (Deegan and Unerman, 
2006). Hence the problem of the reporting being subjective may arise, since it is based 
upon personal judgment (Cochran and Wood, 1984). The logic behind corporations having 
responsibility for the social and environmental performance is based upon the rationality of 
thinking about how the current management decisions can cause implications for future 
generations. Thus the developed view upon sustainability has according to Deegan and 
Unerman (2006) been defined as the “development that meets the needs of the present 
world without compromising the ability of future generations to meet their own needs”. 
The sustainability viewpoint has as well been discussed, and what it should contain. The 
previous focus has always been on the environmental aspects, however this traditional look 
have been broadly widened to include the organizational control of all financial aspects, as 
well as an increased focus upon social and ethical issues. This means that these two new 
additional aspects will cover a broader audience, but as well will cover two important top-
ics. (Kolk, 2008)  

However not all researchers believe in companies having corporate social responsibilities 
(CSR), some reject this view completely, stating that corporate managers have no moral ob-
ligations beyond profit maximizing. Reasonably if everyone is driven by profit maximizing, 
and driven by a desire to maximize their own personal wealth, this would have a positive 
impact on the society. This logic is based upon the belief that profit maximizing will in-
crease the value for shareholders, and increase the economic wealth. (Deegan and Uner-
man, 2006) However those with a broader view of business responsibilities argue that or-
ganizations need to earn their rights for operating within the community. This means that 
corporations have a responsibility to the society in which they operate, and not only to 
those parties that are financially linked with corporations. The reasoning is that the corpo-
ration receives permission from the society to operate, thus being accountable from a pub-
lic point of view. (Deegan and Unerman, 2006) As Kolk (2008) study shows more than half 
of the companies that report sustainability also include a corporate governance report, 
where they link their social responsibilities to their corporate responsibilities. Recently 
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CEOs have started to focus upon the importance of corporate governance, transparency 
and honesty. These statements have also taking board of directors responsibilities, sustai-
nability, risk management and reputation issues into account. (Kolk, 2008) The results have 
been apparent, especially in Europe and Japan where a larger extent of companies have 
started to focus more upon the board of supervision, and a new view on sustainability, 
comprehending a larger focus towards companies responsibilities regarding environmental 
and social impacts. (Kolk, 2008) This new agenda have rapidly been growing, however the 
focus on a detailed disclosure has not yet been completed, nor is very common (where only 
a few practices can be found). However these recent issues is an underlying dilemma upon 
the nature of complexity for managers to be dealing with accountability towards sharehold-
ers and stakeholders, and the importance and pressure has also shifted onto the auditors. 
(Kolk, 2008) 

4.4.1 Sustainability threats 

Sustainability is mainly seen as a global concept, and Gray and Milne (2002) is questioning 
whether this concept is even applicable at a corporate level, or even a regional level. Gray 
and Milne (2002) view sustainability as, not just an efficient allocation of resources over 
time, but also a fair distribution of resources and opportunities between the current genera-
tion and between present and future generations. Additionally they also view it as a scale of 
economic activity relative to its ecological life support systems. A constant discussion that 
is going on is whether the standard is at current, below or beyond the points of sustainabili-
ty. However as studies have been pointing out, it seems that the trend is currently moving 
in the wrong direction creating a very unsustainable system. (Gray and Milne, 2002) Hence, 
threats to being sustainable are, among others:  

 population  

 land use  

 pollution  

 consumption  

 economic growth 
These are the current ”enemies” of sustainability and as Gray and Milne (2002) points out, 
it is most likely a combination of all these factors with additional ones. They also argue that 
the current trends in industrialization, production and consumption will be most likely the 
fall that will make corporations move away from sustainability. Meaning that humanity is 
consuming a great amount of resources without even considering for how long this will 
last. Hence sustainability as well suggest that there should be a broader ecosystem-based 
approach, which will force companies into a more understanding within the cumulative en-
vironmental change, and will force companies to start using alternative arrangements. (Gray 
and Milne, 2002) Thus Gray and Milne (2002) argues that for sustainability to have an ef-
fect, strategies and analyses will need to be more focused on:  

 ecological footprint analyses  

 democratic and participatory decision forums and  

 cumulative effects assessments of economic activity  
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4.5 Sustainability Reporting 

4.5.1 The purpose of sustainability reporting 

Sustainability reporting in practice means to measure, disclose and being accountable for 
both internal and external stakeholders, where the corporations’ performance is measured 
upon the goal to have a sustainable development. However the “sustainability reporting” is 
a broad term, and has various meanings and diverse ways of covering such reporting. With-
in these meanings, terms like “triple bottom line”, “corporate responsibility reporting”, 
“corporate social responsibility (CSR)”, among others appear frequently. However its main 
point is to present a balanced and reasonable presentation of how well an corporation’s 
sustainability performance is measured. (Reporting Guidelines 2000-2006; Global Report-
ing Initiative) Sustainability performance basically means how well a corporation will with-
stand risks of all sorts, in order to secure their future profitability and life span (Cunning-
ham, et al., 2011).  

This leads to an essential question regarding sustainability reporting, which is whether an 
organization’s sustainability can be measured or not. This depends on if a complete and 
transparent statement on the entire organizations contribution to the sustainability of the 
planet can be obtained. (Gray and Milne, 2002) However to have such a detailed and com-
plex analysis of an organization’s entire interaction with the ecological systems, resources, 
habitats, and societies, and try to bring this into light with the organizations past and 
present impacts on these systems is, according to Gray and Milne (2002) literally impossi-
ble. Also such a reporting system would require a more extensive and complex form of re-
porting, a far more complex system than is the triple bottom line reporting (Gray and 
Milne, 2002). Despite this, Sustainability reporting may be possible, however for that to be-
come relevant, the focus needs to be more emphasized towards the accounting for ecosys-
tems and the accounting for communities. Even if there is a concept developed on how an 
enterprise is sustainable, to the point that it leaves the natural environmental and social jus-
tice no worse off at the end of the accounting period than it was at the beginning, in prac-
tice this is far more complex and raises numerous of issues. (Gray and Milne, 2002) 

However today companies sustainability reporting comprehends both ecological and social 
information, and this view has been questioned to be inadequate (Cunningham, et al., 
2011). Furthermore Environmental reporting has met tremendous opposition from the 
government and from companies since the cost resulted from the enforcement of envi-
ronmental regulation has had a negative impact on organizations. Views, initiated from 
Australia, argue against environmental reporting disclosures. Their views are that corporate 
law should not comprehend non-financial issues. Furthermore mandated disclosures would 
decrease the companies’ flexibility to adjust their reporting to certain stakeholders needs 
and unnecessary cost would arise. (Schaltegger, Bennett and Burrit, 2006)  

Accounting for sustainability must comprehend more relevant sustainability information 
along with financial reporting. There exists a need to emphasize more on the users of sus-
tainability reports, sustainability implications of financial break downs, and accounting and 
auditing failures when preparing sustainability reports. Thus accounting issues need to be 
involved when preparing sustainability reports. Furthermore there does not exist a correct 
notion about what sustainability reporting means, not in accounting anyway. (Cunningham, 
et al., 2011) However the central point regarding these arguments is not to point out that 
companies are unsustainable or more precisely, the systems used are unsustainable. Rather 
the point is that there is currently no system which can reliably measure how well a compa-
ny is sustainable and since companies are working within these current systems, they will 
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contribute to the point that none is sustainable. (Gray and Milne, 2002) Thus the main 
point is that it is nearly impossible to define precisely what a sustainable organization 
would look like, and therefore also making it impossible to report on its sustainability. 
(Gray and Milne, 2002) 

Gray and Milne (2002) make it clear that this argument is not to dismiss or discourage at-
tempts to perform a more sustainable reporting, and they are also not trying to discourage 
companies to implement sustainability practices. Rather they strive to define the problems 
at hand and the accuracy of the current sustainability reports (Gray and Milne, 2002). Thus 
Gary and Milne (2002) emphasize on the importance to improve the quality of social and 
environmental reporting. The present climax of accounting and reporting is sustainability 
accounting and reporting, with a focus on accounting for environment and societies involv-
ing accounting in sustainability reporting. However this arise some issues regarding ad-
dressing the entity concept, meanwhile focusing upon ecosystems and their viability and 
cumulative effects (Gary and Milne, 2002). Meaning that there is no common notion that 
defines what a sustainable company is. Thus the accounting, when preparing sustainable 
reports is therefore also not recognized. Hence the issue for sustainability accounting and 
reporting is a lack of emphasis on accounting, which so far has nearly been nonexistent. 
(Schaltegger, Bennett and Burrit, 2006) Despite the fact that today’s concepts like “sustai-
nability” and “accountability” are used at a frequent basis in environmental contexts, re-
garding sustainability reporting. Many accounting academics have so far viewed sustainabil-
ity as a notion related to environment, ecological and social contexts. This view can be 
traced back to the Brundtland commission that took place for more than 20 years ago. 
Where they established that sustainability is about meeting the needs of corporations stake-
holders without affecting its ability to meet the needs of future stakeholders. This simplistic 
view of sustainability reporting cannot be ignored and approaches emphasizing more on 
accounting must be highlighted. The most important issue is that there needs to be a com-
mon notion about the accounting roles in sustainability. Moreover sustainability must 
comprehend risk assessment and auditing, so for example investors can assess risk related 
to sustainability. (Cunningham, et al., 2011) 

Non-financial information (environmental and social information) should reflecting the 
connection between environmental and economic issues. Furthermore between economic 
and social issues, and also satisfy the needs of stakeholders. The most common method of 
accounting for sustainability is using the triple bottom line method which tries to integrate 
environmental, social and economic parts of a business. (Schaltegger, Bennett and Burrit, 
2006) Triple bottom line differs from the view from Bruntland which emphasize more 
upon current and future needs of stakeholders. New approaches to measure, analyze and 
communicating sustainability are handled by the body of  Environmental Management Ac-
counting (EMA). EMA invents accounting methods that aims to provide information for 
companies so they can enhance their sustainability reporting. The connection of both sus-
tainability accounting and reporting is important for mainly two reasons. Firstly informa-
tion derived from accounting which is not communicated cannot affect companies to be 
more sustainable. Secondly reporting needs to confirm information to enhance companies’ 
probability to become sustainable. In order for sustainability communication and reporting 
to be substantiated companies have to develop their qualitative value statements. If com-
panies want to enhance the credibility of their sustainability information they need to pro-
vide investors with improvements regarding visibility of certain activities and materials. 
Sustainability is calculated through both qualitative specifications of activities and quantita-
tive measure of social and environmental impacts along with their financial reporting. 
(Schaltegger, Bennett and Burrit, 2006) 
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4.5.2 Triple bottom line 

In the early 1990s the environmental reporting was correlated with the interest of social re-
porting, meanwhile from the middle of 1990s the main focus had transited to either triple 
bottom line reporting or sustainable development reporting. The Triple Bottom Line is a 
term created by John Elkington, to reflect the line of thoughts that a company can not only 
emphasize on financials, but environmental and social performance as well, in order to in-
crease long term profitability. (Gray and Milne, 2002) 

By Kolk (2003) study, the individual environmental reporting declined with more than 70 
percent in 2001, and in contrary the triple bottom line reporting increased with 60 percent. 
Today companies either integrate their report along with their annual report, or publish an 
environmental/HSE and a corporate responsibility report separately. The content of these 
analysis indicates that the main focus lies on health and safety, employee relationships and 
charity contributions. (Kolk, 2003) However according to Gray and Milne (2002), the im-
plementation of the Triple bottom line could be seen as both positive and negative, posi-
tive since it gave a new perspective to the notion. This new perspective showed corpora-
tions that they now had to produce a social and environmental statement as a complimen-
tary to their financial statements. However in order for the triple bottom line to work, the 
environmental and social aspects would need to be as extensive and important as the finan-
cial statements, and just as detailed as well. Within this area problems arose, since corpora-
tions tended to point out the “good news” when producing the social and environmental 
information, meaning that the sustainability segment of the report tended to become unjust 
and only used as a tool for companies to show off. Also the extensive research within sus-
tainability have shown that there are conflicts between financial performance and social or 
environmental performance, where the linkage between these segments currently is consi-
dered as a issue. (Gray and Milne, 2002) As Gray and Milne (2002) argues, the triple bot-
tom line is nothing more than merely a financial bottom line with few indications of social 
and environmental information. Currently financial, social and environmental accountabili-
ty are not given equal attention, there will never be a prosperous method in linking these 
aspects together (Gray and Milne, 2002). Thus the quality in reporting environmental and 
social impacts needs to be improved dramatically and as Gray and Milne (2002) argues, the 
only factor preventing a complete social and environmental accountability is the companies 
themselves. 

4.5.3 GRI Reporting Guidelines 

A combination of a higher degree of awareness regarding sustainability, and the encou-

ragement of establishing a sustainability report, a guideline of best practices in developing a 

sustainability report has been conducted (Reporting Guidelines 2000-2006; Global Report-

ing Initiative). The sustainability reports based of the GRI (Global Reporting Initiative) 

Reporting Framework is focusing on integrating the organization’s commitments, strategy, 

and management approaches. Reports holding such a framework should include: 

 Benchmarking – Assessing sustainability performance with the accordance and 

respect to laws, norms, codes, performance standards, and voluntary initiatives 

 Demonstrating – how the organization influences and is being influenced by the 

expectations upon a more sustainable development 
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 Comparing – running a comparison of how well the organization is performing 

compared to other organizations within the same market over a specific time pe-

riod 

These guidelines have been brought forward through a discussion with stakeholders from 
business, investor community, labor, civil society, accounting, academia and others. With 
this extensive research, the GRI reporting framework is intending to serve as the generally 
accepted framework, in order to lead companies in the right directions of their sustainabili-
ty reporting. This framework is under constant improvement, as the sustainability agenda is 
developing and new recommendations are appearing throughout the world.  

This framework is designed for organizations of any size, sector or location and it has been 
developed to take the accounting difficulties into new light. (Reporting Guidelines 2000-
2006; Global Reporting Initiative). The figure 4.2 below shows the framework designed for 
sustainability reporting by GRI.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 4.2 Overview of the GRI Guidelines; Source: Reporting Guidelines 2000-2006; 

Global Reporting Initiative 
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The figure 4.2 above is showing GRIs suggested guidelines, where the result of a successful 
accounting constitutes of:  

 Economic 

 Environmental 

 Labor Practices and Decent Work 

 Human Rights 

 Society  

 Product Responsibility 

For further details regarding the guidelines and the model look into the GRI’s Reporting 
Guidelines. (Reporting Guidelines 2000-2006; Global Reporting Initiative) 

4.5.4 Integrated reporting 

Another framework of how to report the environmental and social aspect with the financial 
aspect is the Integrated reporting, which the figure 4.3 below illustrates.  

 

Figure 4.3 An IR framework; Source: theiirc.org 

Based upon the figure 4.3 above, the Integrated reporting essentially links the organizations 
strategy, governance and financial performance (theiirc.org, 2011). Thus trying to connect 
sustainability issues with financial performance in an attempt to integrate sustainability with 
standard accounting measurements (Cunningham, et al., 2011). The purpose of having the 
structure as following is to have everything in “One report” which is, according to Eccles 
and Krzus (2010), a term that arose from a few innovative companies claiming that they 
were now producing one integrated report. Additionally they believe that “One report is both 
a tool and a symbolic representation of a company’s commitment to sustainability” (Eccles and Krzus, 
2010. p. 4). 

http://www.theiirc.org/
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The primary challenge for an organization is to “create” and “sustain” value in short-, me-
dium- and long- term. Where each of these should provide clear indications of the organi-
zations current and future performance. This can be obtained by realizing the material is-
sues as well as be able to report a clear insight of the organizations ability to be sustainable 
in a short, medium and long term aspect. Thus Integrated reporting can be of help to or-
ganizations in order to, on a strategic level, be able to make more sustainable decisions as 
well as giving the chance for stakeholders and investors to get a clear picture of how the 
organization is really performing. (theiirc.org, 2011) However Integrated reporting is far 
more complex than it might be seen. While analyzing and revising the sustainability aspects 
of a financial report, using the financial reporting frameworks (i.e. IFRS, U.S. GAAP) there 
might occur inconsistencies that never arose before, due to the additional elements that are 
being analyzed. Hence the basic accounting postulates which are being used in financial re-
porting frameworks (IFRS, and U.S. GAAP) should be applied to break down the line of 
thoughts. These fundamental postulates are as following (Cunningham, et al., 2011): 

 Going concern – is a concept which indicates that an organization is able to conti-

nuously function. Where it is the directors whom have the responsibility to disclose 

any notes of risks that can occur, which can put the company at a distress. 

 Reporting entity – The reporting entity concept is viewed as for which entity the 

financial reports are being made. As in, whether it is a subdivision within a compa-

ny, or a consolidated group. 

 Monetary unit – This is essentially a numerical number, presented in the standard 

value of currency. 

 Time period – Which is the time span the company is using. The standard time 

span is 1 year for an annual report, which is usually derived from quarterly reports. 

These basic concepts are creating an issue, when trying to analyze sustainability, from the 
going concern perspective. It is not easy to calculate, nor analyze which environmental dis-
asters or environmental effects can cause the company into distress (Semenova and Hassel, 
2008). Failing going concern is essentially the same as not being sustainable, meaning that 
these concepts are going hand in hand. Since if a company fails going concern it will mean 
that they have failed to keep a sustainable future for their company. Additional problems 
with trying to establish the non-monetary environmental concept into monetary units is 
something that is not easy, and there are no clear frameworks set for this. However there 
are a few ways to do so, for example incorporating environmental risks with financial risks 
into product pricing. (Cunningham, et al., 2011) For the shipping industry, the pollution 
and emission levels are the most vital hazard, however to put these hazards into monetary 
units is complicated. Since there is no set rule on how these would affect the costs. (Mc-
Guire and Perivier, 2011) The market has been covered with some depressing financial cri-
sis, and since failing to going concern means failing to be sustainable there is an essential 
need for sustainability reporting. The financial crisis has been demonstrating that organiza-
tions are focusing on short-term profits and are ignoring their long-term sustainability. It 
has provided a demonstration of the capital market needs of corporate reporting disclo-
sures, with a highly systematic risk management. Thus integrated reporting might be able to 
provide an important step for organizations to start facing the various environmental risks 
that exist. (theiirc.org, 2011) 
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4.6 Sustainability Risk Management 

The sustainability risk management is seen in terms of the ”Triple bottom line”, which can 
be calculated by maximizing Financial + Environmental + Social Responsibility. Within 
this reasoning all three factors need to be considered in order to maximize the profitability 
(Anderson and Anderson 2009). Factors which needs to be taken into consideration when 
conducting a risk management are diversified and can become very extensive, however a 
recent risk factor concerns the boycott risk, which is associated with sustainability risk 
management. Boycott risks can be related to Nike, whom had a positive image towards its 
employees, however when information concerning Nikes use of child labor was revealed, 
affected their image negatively. Furthermore such an exposition can ruin a company, where 
Nike’s stock prices suffered a tremendous hit, and after this event, Nike implemented an 
international monitoring device in all their factories. (Anderson and Anderson, 2009). 
Another risk factor concerns the social responsibility, which involves how well a company 
focus on the treatment of their employees, for example the number of discrimination suits, 
gender diversity, and lack of equal payment. Moreover there is a pressure on directors and 
officers, showing responsibility and preparing a fair view to shareholders without withhold-
ing any vital information regarding sustainability risks. (Anderson and Anderson, 2009) 

Reputational risk is heavily connected to how well a company is being sustainable these 
days, and as Warren Buffet states it “It takes 20 years to build a reputation and 5 minutes to ruin it. 
If you think about that, you will do things differently” (Eisinger, 2005; retrieved in Anderson and 
Anderson, 2009, p. 30-31). Companies that contribute to global warming and emit high le-
vels of carbons will be exposed of risks. A study reveals that if a country such as the United 
States would adopt a regulation regarding greenhouse gas emissions, the companies who 
have not responded to these incentives would make approximately a 40 percent loss  in 
profits, if these regulations were realized. Hence a carbon disclosure report is vital in order 
to establish a plan concerning gas emissions. (Anderson and Anderson, 2009) However 
since sustainability is becoming a more popular topic, companies are no longer able to hide 
what they are doing within the environmental and social areas. However Anderson and 
Anderson (2009) argues that more transparency in sustainability reports is required, since 
the companies have not yet been monitored by governments, but instead overseen by in-
vestors through projects like Carbon Disclosure Project or the Carbon Risk Disclosure In-
itiative. Furthermore they argue that 67 percent of the 250 largest companies have taken 
sustainability reporting as a part of their risk management program. (Anderson and Ander-
son, 2009).  

Anderson and Anderson (2009) states following examples of sustainability risk manage-
ment: 

 Preparing a sustainability report 

 Engaging in waste reduction and voluntary reduction of greenhouse gases 

 Using more efficient energy systems 

 Incorporating more fuel-efficient vehicles into transportation systems 

 Putting up green buildings (with LEED Certification) 

 Developing partnerships with NGOs (such as Environmental Defense) 

 Designing products that consider the environment 

 Anticipating regulatory changes 

 Seeking certifications that consider the environment 

 Anticipating regulatory changes 
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 Seeking certifications as ISO14000 

 Enhancing worker-based programs 
According to Anderson and Anderson (2009), sustainability risk management is just a high-
quality environmental and social responsibility management. According to Anderson and 
Anderson (2009), environmental issues have become more important because of the devel-
opment of environmental laws and regulations, which have been enforced by the govern-
ment. Prior to 1970, there were no environmental laws or regulations, and the development 
occurred during the 1980s through the Superfund, which focused on cleaning up hazard-
ous waste at sites and dumps. Meanwhile companies included in this business segment suf-
fered financial losses, as they struggled with the new implemented laws. (Anderson and 
Anderson, 2009) 

Nowadays companies are preparing themselves for a similar event concerning greenhouse 
gas emissions, if regulations regarding this matter are implemented. In America, companies 
have requested help in developing federal guidelines regarding the monitoring of green-
house gas emissions, and also help in the development of emission credits. This has in turn 
made the companies more alert and risk oriented towards this issue. However as Anderson 
and Anderson argues, it is not only the government, but mainly the investors and other 
groups whom focuses on sustainability, which companies need to take into consideration 
and be prepared for. (Anderson and Anderson, 2009) Due to the various accounting rule 
changes, and the corporate governance resting on the CEO level, companies need to take 
the entire organization into perspective in an environmental risk management. Factors such 
as: 

 Real estate 

 Operations 

 Environmental management 

 Finance 

 Risk management 

 Insurance 
These are vital aspects in a true risk management program, in order to achieve the absolute 
true view of a company’s sustainability. The environmental risk management process ac-
cording to Anderson and Anderson (2009) can be seen in figure 4.4 below, which shows 
that the first step in each company’s risk management program is to identify the environ-
mental loss exposures, this is an endless loop which company’s need to take into considera-
tion, in order to keep being sustainable, they need to evaluate their current processes and 
search for more efficient solutions. (Anderson and Anderson, 2009).  

 

 

 

 

 

 

 

  
FIGURE 4.4 The Environmental Risk Management Process; Source: Anderson and 

Anderson (2009) 
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An aspect companies have so far underestimated is the importance of an environmental in-
surance, which as Anderson and Anderson (2009) argues is misunderstood and underused. 
However it has been proven that environmental insurance have been effective in mitigating 
financial consequences related to environmental losses, which includes the cleanup costs 
and damages/injuries to third parties caused by pollution events. Thus it can also be used 
in an financial report as a way to report how to manage the financial impacts a company 
have due to environmental exposures and risks. (Anderson and Anderson, 2009) According 
Anderson and Anderson (2009) sustainability risks exists and use the following statement 
to explain it “sustainability risk and environmental liabilities do exist whether a company recognizes them 
or not, and they do not improve with time like a fine wine.” (Anderson and Anderson, 2009. p.37)  

The Stern Report, which was published by the British Government made a study that in 
order to mitigate the sustainability risks, it would account for approximately 1 percent of 
the world’s gross domestic product (GDP). However if nothing is done in order to solve 
the sustainability risks, impacts caused by lack of mitigating these issues can create costs 
amounted to 20 percent of the world’s GDP. However the present issue concerns a com-
pany’s need to invest today in order to prevent issues which might not happen in 20 – 30 
years from now, making it difficult to predict which issues should be focused upon and in-
vested in. Anderson and Anderson (2009) ends the discussion with stating that business, 
government, communities, and academics need to a larger extent be involved in this matter, 
since  today many of the business management models do not take long-term factors into 
consideration. (Anderson and Anderson, 2009) 

4.6.1 Environmental vulnerability 

From the mid 1800s to present time, the global atmosphere has been warmed by 0.6 de-
grees Celsius, and the CO2 concentrations have increased from 280 to 380 ppmw. This in-
crease in CO2 has been extraordinary to the past 20000 years and if this growth will be con-
tinuing, then scientists predict that an increase during the 1990 to 2100 from 560ppmw to 
840ppmw will occur. This would cause an increase in the warming range to 1.4 – 5.8 de-
grees Celsius. (Anderson, 2005) Hence according to Anderson (2005) companies need to 
be more efficient with their energy use and worker based programs: 

More efficient energy systems 

- Saves operating costs 

- Reduces risks associated with greenhouse gas emissions and pollutants 
Worker based programs 

- Safety in workplace 

- Zero tolerance for sexual harassment  

- Eliminate discriminatory pay and promotion practices 

- Respect local cultures 

- Eliminate sweatshop practices 

- Strong programs can be a proxy for quality for management 

4.7 Government regulatory issues with Sustainability 

According to Gray and Milne (2002) businesses are opposing and interfering in govern-
ment work with lobbying, leading to the argument that regulations of corporate reporting 
should be best left to the business organizations to decide. Providing an argument that the 
most effective ways for new regulations are to leave corporations with their own devices 
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and voluntary regimes. However as Gray and Milne (2002) argue “voluntary regimes are the best 
if, …, one can find any volunteers.” (Gray and Milne, 2002. p.2)  

The international maritime shipping industry has been, according to McGuire and Perivier 
(2011) known to continuously provide low shipping costs for shipping goods in an interna-
tional trade. This argument has been supported by the economic climate of international 
trade, where the prices of goods shipped have been kept at a low, hence it have naturally 
been the goal of a shipping company to keep their shipping costs low (McGuire and Perivi-
er, 2011). However this pricing has always been based upon a low environmental standard, 
and companies have been relying on this present system to be maintained. Thus this re-
liance upon the low standards have also been lobbied to support a low cost international 
trade. (McGuire and Perivier, 2011) When comparing to the inflation, the shipping costs 
have been kept at an extremely low level, where a bulk shipping costs have increased only 
about seventy-percent in the last 50 years, while the U.S retail prices have risen approx-
imately 700 percent during the same period. (McGuire and Perivier, 2011) 

The sustainability question within the shipping industry became apparent when applying a 
full cost/benefit (total value) approach, where serious environmental consequences could 
be presented. As already been stated, the shipping industry is releasing a great amount of 
greenhouse gases, and such an amount is not seen as sustainable when looking at the 
amount emissions released. (McGuire and Perivier, 2011). As McGuire and Perivier (2011) 
argue, the amount of greenhouse emissions released have approximately been causing 
60 000 premature deaths worldwide every year. These direct and indirect costs of the oper-
ations in a shipping company are never included in the direct pricing of maritime shipping. 
Other costs which are not included are the processes of ship breaking, when the vessels are 
being scrapped, which results in hazardous substances like asbestos as well as oil discharges 
to appear in the scrap yards. Such issues can, according to McGuire and Perivier (2011) be 
limited by developing governmental policies, which concerns these environmental hazards. 
However the current international practices constitute of policy failures which prevent the 
domestic government controls. (McGuire and Perivier, 2011)  

This has led to the extreme where today more than half of the merchant fleet sails under 
countries which do not require any legal or economic links between the ownership of the 
vessel and the jurisdiction in which the vessels are registered. Thus this in turn leads gov-
ernments race-to-the-bottom, to offer the shipping industry a more “operating friendly” 
environment, instead of an “environmental friendly” environment. This environmentally 
hazardous approach has been discouraged by many governments who would want to im-
plement already readily prepared legislations. (McGuire and Perivier, 2011) 
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5 Empirical findings  

In this section, the companies analyzed are being presented, as well as the interviews which has been con-
ducted and the Sustainability reporting each company has been conducting.   

5.1 Company Information 

5.1.1 Belship 

Belship is a shipping company that is currently quoted on the Oslo Stock Exchange and 
was established in 1918. The company’s main office lies in Oslo, Norway. Belship operates 
in the following business segments; (Belship Annual Report, 2010): 

 Tank- Transports refined petroleum products and vegetable oils internationally.  

 Dry Cargo- The ships transports goods like coal, ore and grain.  

 Ship Management - Engages in technical operation activities worldwide.  

5.1.2 Farstad Shipping 

Farstad Shipping ASA is a large international supplier of offshore support vessels that is 
currently quoted on the Oslo Stock Exchange, and was established in 1956. The company’s 
main office lies in Aalesund, Norway. Farstad shipping operates in the following business 
segment; (Farstad Annual Report, 2010) 

 Supply vessels - Ships that are designed to transport goods and personnel to and 
from oil offshore platforms.  

5.1.3 Odfjell 

Odjfjell is a global provider of ocean transportation of bulk liquid chemicals that is current-
ly applying to be quoted on the Oslo Stock Exchange, and was established in 1914. The 
headquarters of Odjfjell lies in Bergen, Norway. They operate in the following segments; 
(Odfjell Annual Report, 2010) 

 Parcel Tankers - Transportation of bulk liquid chemicals, acids, edible oils, and oth-
er special products. 

 Operations and Ship Management- Tank terminals that support transportation ac-
tivities. 

5.1.4 Wilhelm Wilhelmsen 

Wilhelm Wilhelmsen Holding ASA is the oldest shipping company in Norway and has op-
erated with sea transportations since 1861 and is currently quoted on the Oslo Stock Ex-
change. The company’s main office lies in Lysaker, Norway. Wilhelm Wilhelmsen operates 
in the following business segments; (Wilhelmsen Annual Report, 2010) 

 Maritime Services – Offers products and services to a large proportion of the mer-
chant fleet. 

 Shipping and Logistics – This segment offers global cars and ro-ro (vessels with 
ramps) customers sea transportations and logistics solutions. 
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5.2 Sustainability Reporting  

5.2.1 Belship 

Belship has not covered any environmental report until 1998, where they only been stating 
2 paragraphs regarding the environment, also what can be noted in long term perspective is 
that Belship has been stating in note 16 following: “The company has not been charged any penal-
ties due to breach of environmental rules and regulations and is not committed to implement any specific ac-
tions in that respect.” (Belship annual report, 1998 – 2009, note 16). Meaning that they will not 
present environmental reports until a major environmental impact will occur. Hence Bel-
ship has not put any efforts in environmental reporting, since their environmental report 
has been 1 page in total. Additionally, year 2006 Corporate Governance was added to the 
annual report. (Belship annual report, 1979 –80; 1983-84; 1996; 1998 – 2009). For a com-
plete timeline of their sustainability reporting, check appendix – Sustainability Reporting 
Belship. 

5.2.2 Farstad shipping 

The Annual report for Farstad shipping 1998 contained 2 pages regarding health and secu-
rity, which contained general information about their views upon these two segments. A 
chart was being added to the report regarding lost time incidents and has been pointing out 
how much they invest in safety and security, where training and recruiting is a vital point. 
This segment has been increasing exponentially where each year Farstad has been adding 
further information, and as the trend has been going towards a more sustainable report, 
Farstad has been increasing their efforts upon reporting. The most focus has been on safe-
ty and health, since Farstad has been arguing that the main importance is to have a safe 
working environment, with educated personnel, in order to lower incidents and in turn 
eliminate risks, by trying to eliminate human error. Another positive reporting standard 
which has been used is to highlight the industry market, what has been positive and what 
has been negative. Showing whether any major instabilities in the market have been affect-
ing the company, or if any prosperous events have been making the company increase its 
sustainability. Farstad began to highlight Figures over pollution in 2002, and how they plan 
to decrease the pollution. Additionally which goals have been achieved, which has not been 
achieved, and everything from financial coverage to injuries were added. However there 
has not been any integration between the environmental report and the accounting num-
bers. Farstad have been clear in what their future goals and emission plans have been (for 
further information see appendix – Sustainability Reporting Farstad). At 2004, almost all 
environmental reporting activity vanished from the annual report, where only a small sec-
tion of Corporate Governance was added. This happened during the change in accounting 
standards from NGAAP to IFRS. Their reasoning for the excluded environmental report 
was that they have been improving their integrated management system in order to streng-
then the sustainability. In order to connect health, safety and environment, however this 
has not been shown within the annual report. In 2009, Farstad finally increased their envi-
ronmental report, and this is seen as at least a shift in the right direction, by at least follow-
ing some of today’s standards. (Farstad annual reports, 1998 – 2009) For a complete time-
line of their sustainability reporting, check appendix – Sustainability Reporting Farstad. 

5.2.3 Odfjell 

Odfjell did not conduct a sustainability reporting activity until 1997. Within this report the 
focus were upon personnel, however this was merely covered with a vague information. 
Odfjell’s sustainability reporting has been improving since 1997, and information regarding 
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health, safety and environment has been reported, with the major focus upon safety. This 
structure was kept intact until 2001, when additional information was added, namely future 
planning, and ever since 2003 Corporate Governance was being reported. However in 2004 
a decrease in the sustainability reporting occurred, where Corporate Governance was 
shortened, and the environmental report shrunk to 1,5 pages. (see appendix – Sustainability 
Reporting Odfjell for detailed information) In 2005 Odfjell improved their annual report 
with adding financial risks (interest rate, exchange rate, liquidity, earnings, tax and financ-
ing) and a more comprehensive Corporate Governance was being reported. This evolved 
further 2008, where charts about piracy and how the attempted robberies had been de-
creasing and in 2009 a complete sustainability report which can be compared to Farstad 
and Wilhelmsen standards was in place with the amount of emission vessels released (check 
appendix – Sustainability Reporting Farstad, Wilhelmsen), about speed versus fuel con-
sumption, arguing that their ships are going on a so called slow steaming (which means 
they are not using full gas when they sail on the sea). Additionally they added a social re-
sponsibility, with codes, policy, diversity, etc. This is indicates that Odfjell is moving in the 
right direction to have a more sustainability oriented mind where all the factors matters 
from financial to environmental. Additionally Odfjell has received a price for being best in 
their line of business in being sustainable. However as the previous companies, there has 
been no connection between Environmental report and accounting (Odfjell Annual report, 
1979 – 80; 1983 – 84; 1996 – 2009). For a complete timeline of their sustainability report-
ing, check appendix – Sustainability Reporting Odfjell. 

5.2.4 Wilhelmsen 

Wilhelmsen did not start with sustainability reporting until 1980, where they merely stated 
the future view and development within the shipping industry, with some vague informa-
tion regarding the personnel. It was not until 1990 where the information increased to in-
clude information regarding security and environmental effects; however this information 
was kept short and did not fill any purpose. As for 1991, the director report was heavily fo-
cused on Environment and Safety. With the arguments that it was Wilhelmsen’s first priori-
ty, however this statement was not strengthen by an extended environmental report. The 
trend continued up until 2000, where there was a significant improvement in the sustaina-
bility report. With an increase in information regarding each segment. Information such as 
emissions (with charts over the emissions), and the amount of oil consumed. However in 
2002 there was a major drop in the environmental report. Where the extensive calculation 
of emissions and health and safety were cut short and instead replaced with vague informa-
tion regarding environment and personnel, with no Corporate Governance, nor health and 
safety. This behavior carried out until 2007, when Wilhelmsen once again increased its 
awareness for environmental reporting. Also according to Wilhelmsen “If no action is taken, 
nitrogen oxide, emissions from ships in Europe will, surpass land-based emissions by 2020.” (Wilhelm-
sen Annual report, 2007. p.85). 

The environmental reporting trend for Wilhelmsen has been improving ever since 2007, 
where in 2009 annual report they have carried out extensive emission calculations. Also the 
segment regarding health and security has become further developed. However the trend 
of not connecting financial numbers with the sustainability reporting and all the risks 
brought up is the same for Wilhelmsen as for the rest of the analyzed companies. (Wil-
helmsen Annual report, 1972 – 74; 1976 – 84; 1986 – 1994; 1996 – 2009). For a complete 
timeline of their sustainability reporting, check appendix – Sustainability Reporting Wil-
helmsen. 
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5.2.5 Industry average 

Based upon the sustainability reporting Belship, Farstad, Odfjell and Wilhelmsen have been 
presenting, a grading system has been developed. Where a set of variables have been stu-
died, and the amount of pages which has been containing sustainability reporting has been 
written down. These variables have then been multiplied with the amount of pages in order 
to create a rough grading system in order to somewhat spot a growth within sustainability 
reporting. The formula to conduct this growth has been as following: (Emission + Health 
+ Safety + Security + Environment + Financial Risk + Future plans + Corporate Gover-
nance) * amount of pages. This is by no means a true grading, merely an index to generalize 
how the growth of sustainability reporting has been made, as indicated in graph 5.1 below. 

 

Graph 5.1. Sustainability Reporting Growth 

The index set for 100 percent complete sustainability reporting, in the graph 5.1 above, has 
been set to be the grading of Wilhelmsen’s annual report for 2009, since that is seen as the 
most complete sustainability report by today’s standards in the Norwegian shipping indus-
try. Hence this percentage number does not indicate whether the sustainability reporting is 
perfect or not, rather it compares the sustainability reports which exist today in the Norwe-
gian Shipping industry (Further data can be viewed in the appendix – Sustainability Report-
ing Industry Average). 

5.3 Interview 1 - Broströms 

Broströms has been an important part of the Swedish shipping for more than a century and 
is today belonging to Maersk Tankers and the AP Moller-Maersk Group. AP Moller-
Maersk Group constitutes 1/3 of Denmark’s GDP.  Maersk tankers have one of the larger 
tanker fleets in the world. Furthermore Broströms is located in Gothenburg. The intervie-
wee Captain Christian Schell is the Regional Marine Standards Manger at Broströms and 
has been employed since 2007.  
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5.3.1 General comments on sustainability 

Schell (2011-05-09, personal interview) states that Broströms is emphasizing on emissions, 
security and quality revolving tanker transport. Broströms strives daily to improve their 
business through receiving feedback from their vessels, in order to know how to improve 
the efficiency of procedures. Furthermore according to Schell (2011-05-09, personal inter-
view) Broströms has included corporate social responsibility in their sustainability report. 
Broströms belongs to Maersk sealine and as a group have signed the UN global compact 
agreement which implicates rules regarding human rights, labor, environment and anti-
corruption. Broströms especially emphasize on corruption which is difficult in the shipping 
industry. The environment has a large stake in the Maersk daily operations in Copenhagen 
where the focus aims at developing new carcasses on ships and making systems more effi-
cient. Schell (2011-05-09, personal interview) says also that Broströms are measuring every-
thing from fuel consumption to their effect on the environment, thus the notion sustaina-
bility comprehends more than just environment and social impacts. The reason behind the 
current focus on sustainability is partly due to present rules regarding sustainability and the 
demands from Broströms customers. There are special requirements on the amount of sul-
fur which is allowed in the fuel used and also rules regarding reports conducted by the ac-
counting department. Sustainability is the continuous quality development. As Schell (2011-
05-09, personal interview) states that Broströms can make more money by accurately keep-
ing track of all their parts that have an impact on vessel transportations. Broströms cus-
tomers are often large public companies such as Chevron, Preem, Statoil and Shell. If 
Broströms can show that they have control of their various business areas, it is more likely 
that Broströms in turn will have them as customers. Furthermore, when representatives 
from IKEA and Walmart visit Broströms (Maersk Line) it is even more important to have 
control, because the questions often asked involves CO2 emissions, since IKEA and Wal-
mart also use these numbers in their reports. Thus both customers and Maersk Line make 
pressure on what to report; sustainability is therefore a continuous learning in all aspects. 
Broströms views sustainability as a responsibility to leave something valuable to the next 
generation and the most important focus lies on humans security.  According to Schell 
(2011-05-09, personal interview) sustainability involves more than just the environment. If 
Broströms for example have a ship that spills and an investigation is carried out,  it will re-
sult in issues effecting the entire company. 

5.3.2 Today’s sustainability reporting and future views upon sustainabil-
ity 

When analyzing all gathered data, it is easy to forget what core business really is. Is it to 
keep track of parts inside the offices, or those business activities that really generates value, 
namely the interaction between vessels and our customers? (Schell, 2011-05-09, personal 
interview). Furthermore according to Schell (2011-05-09, personal interview) Broströms 
has  so far been a very process-oriented organization.  He says that if the work that is car-
ried out today at Broströms really contributes to economic development for the company 
as a whole. Today Broströms can become more efficient by cutting down their business ac-
tivities that do not contribute so much. Furthermore he says that Broströms must always 
have a critical examination of their business functions, meaning if they really have a pur-
pose. However, according to Schell (2011-05-09, personal interview) Broströms see advan-
tages to gather data on everything. The actors in the shipping market that are focusing on 
keeping track on all business functions, will in turn have lower emissions, and meanwhile 
be more profitable when new rules are implemented to the shipping market. The shipping 
industry has not a pattern in creating needs; instead they are waiting for needs to come. 
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Schell (2011-05-09, personal interview) says that if customers know that we use vessels we 
have total control of, then it is positive. Unfortunately rules in the shipping industry are 
implemented when incidents occurs. If an oil spill has happened, rules relating to the acci-
dent will be implemented afterwards. The group Maersk Lines follow the ISM code which 
is a result of the accident of Harrold Free Enterprise. The investigation of the accident 
found out that it did not exist a system that made one party to know what the other party 
would do, therefore a control system was implemented both in vessels and offices at 
Broströms. Legislators are currently very idle in implementing rules, while the market is 
more responsive to act if there exist laws. The shipping industry dislikes local variations 
and the best option would be if the same rules applied to everyone. Schell (2011-05-09, 
personal interview) says that Broströms operates within the SECA area in the north, where 
shipping companies need to have lower sulfur content in their fuel which is not legalized 
from an international point of view. According to Schell (2011-05-09, personal interview) if 
one can implement rules that apply to all shipping companies; this would increase the sus-
tainability of the shipping industry as a whole, and meanwhile increasing the chances of the 
company’s survival. 

Moreover the focus on sustainability should mainly be upon quality, environment and secu-
rity since these areas affects the future generations most. Schell (2011-05-09, personal in-
terview) indicates also the importance of CSR which comprehends the responsibility of the 
workforce on board, meaning having the right equipment and receiving correct salaries, etc. 

5.3.3 Future risks regarding Sustainability 

According to Schell (2011-05-09, personal interview) the rules applied to shipping compa-
nies are different from an international perspective, this can lead shipping companies to 
stop operating in parts where it is least profitable to engage in commercial shipping. If any-
one can compete on equal terms, legislators can indirectly set whatever rules they want. 
Furthermore rules regarding CO2 emissions are not worrying since the shipping industry in 
the north is clean. The shipping industry consumes less energy than a train when compar-
ing volumes/emissions. If rules regarding establishment of an integrated report would oc-
cur it could emerge some issues. Some elements of sustainability reporting are easier to im-
plement from an economic point of view than others. But to cut down on emissions by 
purchasing better fuel and implementing emission cleansers would increase costs, as Schell 
(2011-05-09, personal interview) states that Broströms at the moment do not have enough 
revenues from their shipping activities to cover these costs. Although Broströms do not see 
sustainability as a burden, more like an opportunity. Sustainability is the future and 
Broströms must leave something valuable to future generations. Sweden has been a leading 
country through ideas concerning sustainability. The tougher rules the shipping industry 
endure in north comparing to other locations in the world force them to move their busi-
ness to parts where in terms of sustainability is not successful. At the moment there are no 
evidence that the rules would change, it feels like governments do not know how much vo-
lumes of goods can be transported with vessels. Schell (2011-05-09, personal interview) 
says that Broströms are always following a systematic approach, and they improve 
processes all the time, which lead to better safety and environment. Since Broströms have 
chosen to move their business to more prosperous locations, thus using foreign labor. 
There is no indication that the “flag of convenience” would be removed. It could happen 
that vessels running between two ports in a country must use domestic staff, which in turn 
could affect Broströms. 



 

 
53 

5.3.4 Other potential risks 

According to Schell (2011-05-09, personal interview) the lack of qualified personnel who 
have critical thinking could be a future risk. Furthermore, the profitability of the freight 
market has been poor because there are too many vessels available. The risk is that those 
who purchase the shipping industry’s services do not pay enough of money, leading to 
companies to take short cuts that affect the technical maintenance, training and eventually 
backfire on the environment. 

5.4 Interview 2 - Concordia 

Concordia is an international tanker shipping company which focuses on the transportation 
of refined petroleum products such as diesel fuel and petrol. Concordia belongs to the Ste-
na Sphere and is located in Gothenburg. The interviewee Göran Hermansson is the CFO 
of Concorida and has worked 6 years in the company and over ten years in the Stena 
Sphere.  

5.4.1 General comments on sustainability 

According to Hermansson (2011-05-09, personal interview) Concordia do not report much 
sustainability figures in their report but they emphasize on the environment and risks re-
lated to tanker transportations. Concordia calculate risks by using probability distributions. 
Some of these risks are included in the report but Concordia do not for example show how 
much CO2 emissions they have. Hermansson (2011-05-09, personal interview) says that the 
problem is not to make the assessment of risks in numbers, instead understanding the re-
levance of numbers. How many tons of CO2 Concordia emits does not mean anything, 
however, a way of how to measure CO2 in relation to volume and distance would be more 
relevant. Within the tanker industry accounting for these kind of numbers are not com-
mon. Maersk Line on the other hand calculates for everything, but it is understandable giv-
en the fact that Maersk constitutes one third of Denmark's GDP. Currently, there is noth-
ing that says what a sustainability report should contain and therefore it is difficult to un-
derstand the meaning of such accounting. Hermansson (2011-05-09, personal interview) 
says that in the tanker segment, the focus is primarily on the risks involved with sea trans-
portation. Risks related to tanker transportation are for example safety regulations of how 
to load and unload a ship. But these regulations are very extensive and therefore it would 
not be appropriate to reproduce them in the annual report. Furthermore, the figures Con-
cordia have chosen to present in their report are usually treated in an Excel program, and 
therefore can be easily manipulated to their own advantage. Hermansson (2011-05-09, per-
sonal interview) states that Concordias main focus is related to safety of transporting oil 
and the people onboard. The current trend regarding sustainability reporting is to calculat-
ing relevant figures (numbers) relating to environment, but it is difficult to determine what 
is relevant or not. This whole “jungle of numbers” is like a graveyard where it is impossible 
to know which numbers are relevant or not. According to Hermansson (2011-05-09, per-
sonal interview) the best option would be to explain what kind of business Concordia 
prosecute and how they work with different problems. Within the tanker segment people 
do not talk so much about the environment but instead focuses on the safety of transport-
ing oil. The fact is that the small amount of CO2 the shipping industry emit is nothing in 
comparison to the loss of the entire cargo.  
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5.4.2 Today’s sustainability reporting and future views upon sustainabil-
ity 

Shipping cannot be compared with other businesses, since operating a shipping company 
differs from ordinary businesses. Volvo builds its cars in a factory in Torslanda and it is dif-
ficult to move their plant, meanwhile there is a difficult task for a competitor to build a 
plant nearby and compete. In the shipping industry ships can be owned by anyone and can 
still compete, which means that one must look at various industries in order to implement 
rules which enable fair competition. According to Hermansson (2011-05-09, personal in-
terview) shipping activities are more expensive to pursue in the north sea (a marginal sea 
located between Great Britain and Scandinavia) because of the SECA area, thus it is more 
costly to have shipping companies registered in relation to north sea. If governments want 
to mix sustainability reporting with financial figures, it could be devastating. Additionally 
Hermansson (2011-05-09, personal interview) says attempting to describe Concordia’s en-
vironmental impact in any Excel model would be misleading, since they can apply whatever 
numbers they want. The shipping industry’s financial data are monitored at all times 
meanwhile there is no control of their sustainability reporting. Thus there are no restric-
tions concerning sustainability. Hermansson (2011-05-09, personal interview) says that sus-
tainability reporting is more like a marketing device. Many companies are looking for insti-
tutional grants or institutional shareholders and for them sustainability reporting is valua-
ble. Today, accounting for figures in an annual report do not have any purpose, since they 
add nothing. The purpose of all forms of communications is to present what kind of busi-
ness is performed and it should be reflected both in the financial report and the sustainabil-
ity report. Thus currently it does not exist any rules what a sustainability report should in-
clude, therefore according to Hermansson (2011-05-09, personal interview) is not manda-
tory for the shipping industry to have one. Furthermore Hermansson (2011-05-09, person-
al interview) explains if a sustainability report will be purposeful one must integrate econ-
omy advantageous within sustainability. If one can get the shipping companies to be more 
profitable by following environmental goals than reverse, it will automatically be a larger 
focus upon sustainability. The shipping industry consumes energy, which has an environ-
mental value, meanwhile being a cost; automatically it will force shipping companies to de-
crease their costs, which also contributes to a better environment. Hermansson (2011-05-
09, personal interview) states that one method the shipping industry is accountting for in 
their financial statements regarding sustainability is the concept “slow steaming”, which 
implicates that the ships are operated at lower docks, and thus burn less oil. This is a result 
of the freight market is currently low and therefore shipping companies can take more time 
to transport their goods. If the freight rates starts to increase this will lead shipping compa-
nies to not use slow steaming and burn more oil. Additionally Hermansson (2011-05-09, 
personal interview) states that there has been a wider awareness regarding energy costs. The 
ships that are manufactured today are more fuel efficient than ships that was built 10 years 
ago. Thus it is not often shipping companies says that they implemented processes because 
of the effect on the environment, but instead focused upon their own profitability. Every-
one who works with energy prices know they have increased substantially, and if they had 
not increased it would probably have resulted in less focus regarding this issue. As long as 
there is no requirement from the capital market that the shipping industry must have a sus-
tainability report in the annual report they will not emphasize on establishing one. In the 
future when sustainability reporting may become legalized everyone in the shipping market 
will perform one. Although a sustainability report will always be written from a personal in-
terest perspective. However according to Hermansson (2011-05-09, personal interview), if 
a company can get a sustainability report to provide an accurate picture of their operations 
then it would be purposeful. Furthermore, Concordias fuel consumption is shifting from 
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year to year depending on changes in transportation patterns which mean it is difficult to 
get a correct substance in the figures for CO2 emissions. Meanwhile the shipping industry is 
global which make it even more difficult to compare emissions. Hermansson (2011-05-09, 
personal interview) articulates if for example a shipping company has 10 ships, which emit 
far more CO2 than a shipping company that has 2 larger ships, meanwhile the company 
that operates larger ships will transport larger volumes, which means comparison of fuel 
consumption/volumes is nearly impossible to measure.  

5.4.3 Future risks regarding  Sustainability 

According to Hermansson (2011-05-09, personal interview), if rules are implemented by 
the government regarding sustainability the outcome could be negative for the Scandina-
vian shipping industry. The countries in the north except for Denmark are known for not 
having beneficial rules regarding shipping. In the north of the world, the shipping industry 
operates within a SECA area which implicates more expensive transportations of goods in 
comparison to the rest of the world. Furthermore Hermansson (2011-05-09, personal in-
terview) do not see enforcement of rules regarding CO2 emissions to be troublesome for 
shipping companies. The CO2 emissions in the tanker segment are very low, since shipping 
companies carry huge volumes of goods at long distances. The shipping industry could 
even cope with the conservation society's demands on CO2 emissions. By contrast, emis-
sions in the form of sulfur are more alarming, since the fuel used today contain more sulfur 
than is allowed. Although there exist techniques which can be used to remove sulfur, but 
unfortunately they are expensive. Meanwhile, tighter rules have been implemented on the 
maximum amount of sulfur allowed in bunkers, which is troublesome. EU has issued regu-
lations for the maximum amount of sulfur allowed in bunker oil which will be applied in 
2015, without consulting with the shipping companies; the oil proposed is not currently 
available. Thus the shipping industry should use a type of oil that currently does not exist. 
The engine suppliers have so far not prioritized fuel efficiency since the oil price has been 
relatively low seen from an historical point of view. Today when the oil price has increased 
substantially the engine manufacturers have started to emphasize more on fuel efficiency.  

Furthermore Hermansson (2011-05-09, personal interview) states that the scrapping mar-
ket needs to be improved since it has historically been an environment threat. Today the 
scrapping yards can efficiently take care of hazardous substances but can always be more 
effective. Nowadays Concordia prepare ships for scrapping by storing data about hazard-
ous substances so in the future can locate and take care of them. Today it is not allowed to 
have oil ships older than 25 years. Rules regarding enforcement of an integrated report 
would today be a burden to shipping companies since there is no relevance in such a re-
port. To mix the sustainability report with the financial report would lead to an unnecessary 
amount of material, which have no purpose. 

Moreover Hermansson (2011-05-09, personal interview) says that the sustainability report 
must be developed in order to be relevant with the shipping industry business, and today it 
has no relevance. Currently we have no vessels sailed under a Swedish flag since it is more 
expensive. Concordia have a factory that is constantly moving and therefore pick up staff 
wherever they are. It is hard to find qualified staff. In the tanker segment as a result of 
some tanker accidents a companies staff on board must have worked several years in the 
company and a number of years in various positions on the ship in order to be allowed to 
export oil. Tankers are more regulated than ships carrying dry cargo. There is a worldwide 
union of seafarers named ITF and under some flags you do not have to meet the ITF's re-
quirements of employing people. If you are a serious shipping company you will always fol-
low the ITF's requirements and since Concordia operates in the tanker segment it is all 
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about hiring qualified people, and these are expensive. The captains under a Scandinavian 
flag (except for Denmark)  differ from captains under foreign flags in social costs, social 
security and pension agreements. If a worker works abroad, he gets paid and has to allocate 
their salary for retirement and so on. Hermansson (2011-05-09, personal interview) says 
that Concordia wants to transport oil as safety as possible and therefore they pay high wag-
es to get skilled staff. If new requirements regarding salaries would be implemented then it 
would benefit Concordia and be a disadvantage to criminal shipping companies. 

5.4.4 Other potential risks 

According to Hermansson (2011-05-09, personal interview) from a long-term point of view 
the world trade must increase if sea transportation should be profitable. In short term mar-
ket-related risks are most alarming. Furthermore oil production in countries with political 
instability is also seen as a risk. It could be a civil war in these countries which would have a 
devastating effect on the shipping industry. Moreover a technical innovation that makes oil 
useless is also seen as a risk. 
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6 Empirical findings and Analysis 

In this section, the empirical findings from the financial ratios are being presented as well as being analyzed 
together with the gathered theory and empirical findings from the interviews.  

6.1 Financial Performance 

As previously stated in Chapter 4, in order to survive in the shipping industry financial per-
formance is essential. However to achieve financial performance three variables need to be 
considered, namely the 

1. revenue received from chartering / operating the ship 

2. method of financing the business 

3. cost of running the ship (Stopford, 1997) 

6.1.1 Profitability ratios and Activity Ratio 

A common way of measuring financial performance is a business analysis, which can iden-

tify key profit drivers and business risks, and also establish the companies’ potential profit 

at a qualitative level (Dyrnes, 2008). The first profitability ratio to look at is the Return on 

Equity (ROE), which is affected both by financial and operational activities, thus in order 

to analyze this ratio one has to find out possible impacts on the company’s operational and 

financial activities. Looking at the chart 6.1 below, an indication of ROE BT is that it has 

fluctuated heavily in the shipping industry in the 1970s but has although been positive. 

 

Graph 6.1. Industry average on Return on Equity 

The positive growth in the shipping industry before 1970 has enabled shipping companies 
to have strong equities and therefore been able to sustain positive ROE, which can be seen 
in graph 6.1 above. The economic growth the shipping industry experienced during the 
postwar was stagnated in the 1970s. (Tenold, 2001) The combination of increase in oil 
price in 1973 made the demand for sea transport services to decrease (Tenold, 2001). In the 
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beginning of the 1980s the shipping companies could still maintain a positive ROE (based 
on the graph 6.1 above), this was mainly because of low equities. The shipping companies 
had used equity to finance their debts to compensate for the low income from shipping 
transportations. A high ROE is often seen as exceptional although high ROEs can some-
times be negative based on the high peaks in chart 6.1 above during the 1980s. A company 
can have a high ROE while having a combination of low equity, with normal earnings and 
high debts. (Dyrnes, 2008) This scenario characterized what happened in the shipping in-
dustry during the 1980s. The negative effects of the crisis in 1973 had severe impacts on 
the shipping industry over decades and the shipping market did not recover until 1987. 
(Thanopoulou, 1998) Thus the fluctuating ROE can be explained by shifts in equity, earn-
ings and costs. Since the earnings were low the shipping companies therefore needed to 
decrease their costs. The cost effect was mainly related to manning costs and the use of 
“flag of convenience”. The shipping companies had new vessels in their fleet during the 
1980s which implicated higher financial expenses and lower maintenance. (Tenold, 2001) 
The combination of sailing under foreign flags and the low manning costs made the ship-
ping industry competitive, although it was not enough since the register of Norwegian ton-
nage decreased between 1970 and 1980. (Tenold, 2000) A combination of low freight rates 
and the low usage of flags of convenience enabled shipping companies not been able to 
maintain stable rates until the 1990s. During the 1990s the shipping companies started to 
be profitable again since the freight rates were kept at a stable level and the concept “flag 
of convenience” were widely used. (Thanopoulou, 1998) During the 21st century the ROE 
were stable at high levels (seen in chart 6.1 above) which could give indications of a profit-
able market with high equities, meanwhile having smaller amounts of debts. During the 
1970s the debt levels fluctuated between 85-95 percent but in the 21st century these levels 
had decreased to a level between 60-70 percent. Moreover, Return on Equity and Return 
on Assets (ROA) are strongly connected, since the ratios implicates the same financial 
numbers in the nominator, but differs in their denominator where ROA has assets instead 
of equity. While looking at ROA, indicated in chart 6.2 below, shows that during 1970s and 
the 1980s they are following the same trend. 

 

Graph 6.2. Industry average on Return on Assets 
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However in order to have a high ROA one should have a higher proportional net income 
compared to assets. The shipping industry is a capital intensive industry where companies 
need high profits in order to sustain their large amount of assets (Dyrnes, 2008). The ship-
ping companies during the period between 1970 and 1980 maintained a positive level of 
ROA, indicated in graph 6.2 above. Although they were kept at a low level since shipping 
companies needed large revenues in order to compensate for its capital base. Norway was 
more affected by the crisis than other shipping countries since the fleet in Norway consti-
tuted most of tankers which were affected the most by the oil crisis in 1973. This forced 
shipping companies to emphasize on other types of vessels and therefore led to reductions 
in their fleet. (Tenold, 2000) Between 1979 and 1985 the tanker transport decreased with 
more than 50 percent and as a result the Norwegian fleet size decreased between 1970 and 
1990. The tanker vessels became less important and the ship-owners had to invest in other 
type of vessels in order to be competitive. As a result the freight rates were not able to cov-
er the operating costs. (Brautaset and Tenold, 2008) This in turn had an effect of the fluc-
tuations of assets during this period, which can be seen in (graph 6.3 below) when looking 
at the companies’ total assets.  

 

Graph 6.3. Industry average on Total Assets 
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Thus the Norwegian ship-owners were heavily affected by the downturn in freight rates 
and liquidation problems forced some companies to either leave the market or decrease 
their tonnage. Although some ship-owners could survive by using the “flag of conveni-
ence” since the manning costs in Norway between 1970 and 1980 were very high com-
pared to other countries. Furthermore the vessels used in the Norwegian shipping industry 
were young which implicated higher financial expenses but lower manning costs, thus 
enabled ship-owners in Norway to be competitive. (Tenold, 2000) Although the use of 
“flag of convenience” and low manning costs were not enough since many Norwegian 
ship-owners decreased the tonnage registered, thus it was still expensive to operate vessels 
in Norway (Tenold, 2001). This scenario resulted in small profits during the late 1980s 
(check appendix – Financial performance data for detailed data) which strengthen the ar-
gument by (Stopford, 1997) and (Thanapolou, 1998) that the shipping companies in Nor-
way did not recover from the crisis until the 1990s which have caused ROE to fluctuate 
(chart 6.1). Although one can see in the net income data, shown in appendix – Financial 
performance data, that there have been few years they have been having a negative income, 
which means that the shipping companies have always been able to sell ships in order to 
compensate for the low earnings, seen in graph 6.3. The shipping market is heavily affected 
by the global economy (demand/supply) and market for new-buildings and sales (Stopford, 
1997).   

Furthermore based on the Asset turnover (seen in graph 6.4 below), which measures how 
well a company can generate revenues compared to its capital base, the Norwegian ship-
ping industry have always been generating higher revenues compared to its assets. This bas-
ically means that the shipping industry has been able to effectively utilize its ships in gene-
rating revenue compared to the amount of assets, thus the industry has managed to gener-
ate high revenues on high assets.  

 

Graph 6.4. Industry average on Assets Turnover 

As previously stated, the shipping industry is a capital intensive market, hence companies 
need to generate much revenues compared to its assets in order to cover their debts, which 
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6.1.2 Liquidity and Cash flow ratios 

In order to measure a company’s financial performance, there is also a need to analyze its 
liquidity problems, which means to see when a company cannot pay its short term debts 
when it is obliged to. Furthermore an analysis of a company’s proportion of its liabilities 
compared to its assets is essential in order to see how well it can pay of its debts. (Sutton, 
2004) Hence these ratios are especially important within the shipping market, since it is 
known to have high debt structures. Thus analyzing these ratios will further gain an insight 
in its financial power, since in order to pay its long term liabilities, they first need to cover 
its short term liabilities. (PWC, 2010) 

Thus a company needs a good solidity ratio in order to have lower expenses related to in-
terests and amortization. The graph 6.5 below, is clearly indicating that the 1970s tanker 
crisis affected the Norwegian shipping industry, where the entire solidity is unstable until 
the beginning of the 1990s.  

 

Graph 6.5. Industry average on Solidity Ratio 
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appendix – Financial performance data), since the equity has been stable, however low 
throughout the 1970s and 1980s, only to increase exponentially around the beginning of 
the 1990s. This can be an indication on the shipping companies’ attempts to recover and 
try into new markets, in order to stabilize the entire shipping industry in Norway (Tenold, 
2001). Just as Tenold (2001) argued that the shipping crisis had a greater impact in Norway, 
than the global shipping. However since the shipping industry is highly affected by fluctua-
tions in the global market (Alizadeh and Nomikos, 2009) one can expect the shipping in-
dustry to fluctuate its equity depending on whether the global economy is in a recession or 
a boom. Thus the shipping industry has to sale of their ship during recessions in order to 
adjust to the demand, and while selling a ship the liabilities will decrease. As stated before, 
the ability for a company to pay its long-term debts does not mean anything if it cannot pay 
its short term liabilities. 

The Current ratio measures how well a company can pay off its short-term debts. Which 
means the higher this ratio is, the better they can pay of its debt (Sutton, 2002). Hence as 
graph 6.6 below indicates, in the 1970s and beginning to mid 1980s companies had more 
debts than they had assets. This means that the companies had lower assets, which could 
be converted into cash, compared to their debt. Thus strengthens the reasoning behind the 
tanker crisis, which has been pointed out before.  

 

Graph 6.6. Industry average on Current Ratio 

The current liabilities are exceeding the current assets (which is indicated in appendix – Fi-
nancial performance data), also meaning that the companies were opened to great risks 
during the 1970s and 1980s where if an global impact would occur, they would not be able 
to pay off their debts and could end up going bankrupt, this can also mean that the Nor-
wegian shipping companies have been buying and selling ships frequently during the reces-
sion. (Stopford, 1997)  

As it has been stated before, the shipping industry is very capital intensive (Dyrnes, 2008) 
hence there is no surprise that the debt ratios, seen in graph 6.7 below, are holding high 
values.  
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Graph 6.7. Industry average on Debt Ratio 

However what can be pointed out is that during the crisis, the debts were kept at a really 
high level, with its peak on around 94 percent. What can be said is that the shipping indus-
try has been having really high values, and been handling more debt than it can bear. This 
also means that the banks were lending to much during these years. However looking at a 
long term perspective, the debt ratios have been decreasing into a more harmful level, 
however they are still high compared to other industries. Nevertheless, financial companies 
that generate high profits, usually have large debts. Despite this advantage, the risks are 
higher for a company with a high debt ratio, and since the shipping industry’s market is 
very fluctuating and instable they can easily enter into financial distress if any market im-
pact occurs. (Korsfur, 2009) 

6.1.3 Cost Model 

The third important aspect to analyze is the costs, and how well the revenues have been 
covering these costs. (Stopford, 1997) Hence looking at the cost model (figure 6.1 below) 
once again the establishment whether the revenues have been covering the costs can be 
made. 
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To carry out further analysis regarding the costs model (showed in the figure 6.1 above), 
one can use the contribution margins, in order to establish how well the revenues of the 
different segments have been covering the expenses. This has been shown to be a suffi-
cient model for showing the different costs and expenses and compare them with each 
other, which will be analyzed further below starting with the contribution margin 1.  

The shipping companies have always succeeded in having higher operating incomes than 
operating expenses (which can be seen in graph 6.8 below). Despite the operating income 
being high, the graph 6.8 below also indicates that the expenses have been high as well, 
making the Contribution margin between Operating Income and Operating Expense been 
low. This shows that the shipping industry, in the short term, is not ready for any global 
impacts which could affect the revenues, such as the freight rate decreasing (Stopford, 
1997). Hence during the crisis in the 1970s it was important that the shipping companies 
had low expenses since the revenues were also low. Furthermore during 1980s the operat-
ing expenses and operating income fluctuated heavily (indicated in graph 6.8 below) since 
the market endured both recessions and short periods of booms. The shipping industry in 
Norway did not stabilize until the 1990s. During the 1990s and the 21st century the ship-
ping companies have increased their operating income proportionally to their operating ex-
penses. Thus the latest two decades one can see that the shipping companies have become 
more profitable comparing to the fluctuating times between 1970 and 1990.  

 

Graph 6.8. Industry average on Operating Income and Operating Expense (Nominal) 

Thus since both operating income and operating expenses were at similar levels during the 
1970s there were not much revenues left for fixed costs. Furthermore when financial costs 
and revenues are added to the operating revenue the difference was subtle, which is being 
indicated in graph 6.9 below.  
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Graph 6.9. Industry average on OI + FI and OE + FE (Nominal) 

Hence by looking at the graph 6.9 above, there are clear indications that during the fluc-
tuating periods between 1970 and 1990 one financial mistake could implicate that they had 
to sell vessels in order to cover their debts. Although selling ships is a very short term plan 
to cover costs, hence the shipping market must have prosperous years so the shipping 
companies can receive high revenues. Noteworthy the costs were especially high between 
1970 and 1980 and this is due to large investments in tankers meanwhile having not yet 
used the concept “flag of convenience”. Furthermore the operating costs had to decrease 
which mostly constituted of oil and manning costs. This led shipping companies to de-
manding more fuel efficient vessels. In the 1990s the shipping companies became more 
profitable since one can see that operating income and financial income starts to increase 
to a larger extent than the operating costs and financial expenses. Additionally as the graph 
6.10 indicates below, is that the shipping companies still have large costs remaining after 
”net financials”. This comprehends depreciation, sales of vessels, etc.  
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Graph 6.10. Industry average on Contribution Margin 2 and net profit (Nominal) 

So with all these ratios in place and costs it strengthens all the arguments regarding the cri-
sis affecting the Norwegian shipping industry until 1990, which in turn strengthen the 
theories used. Reasonably the oil crisis in the 1970s affected Norway more than other ship-
ping industries. (Tenold, 2000). Furthermore as earlier been explored by Sjöqvist and So-
rocka (2010) the new tonnage tax rules affected the shipping companies result, which im-
plicated two unprofitable years between 2007-2008, since the shipping companies had to 
pay back large amount of taxes. However this drawback was settled 2009 where successful 
lobbying managed to restore the Norwegian shipping industry by regaining large amounts 
of money in 2009. (Sjöqvist and Sorocka, 2010) Also there is an obvious connection be-
tween the Sale and Purchase market (graph 6.11 below) and total assets (graph 6.12 below).  
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Graph 6.11. Second Hand - Long Term Price Trends; Source: Clarkson Research 

Service Limited 

In 2008 the total asset (data can be found in appendix – Financial performance data) in-
creased with more than 41 percent. Furthermore, as indicated in graph 6.11 above, the de-
mand for Bulk carriers has been higher than the demand for oil tankers, especially in 2007 
and 2008. Moreover between 2007 and 2008 the shipping market were at a boom before 
the crisis stroke down and affected the total shipping market negatively. Because of the cri-
sis in 2008 the sale and purchase market in shipping was stagnated which led prices on ves-
sels to decrease. As previously stated, the graph 6.11 is obviously connected to the total as-
sets (graph 6.12) which is indicated below.   
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Graph 6.12. Total asset; Source: Annual reports and own calculations 

Graph 6.12 above indicates that total assets is following the price curve of vessels, which 
must be related to purchases of vessels, since when shipping companies acquiring vessels 
the prices increase. Also looking at the graph 6.13 below there is an indication that the 
shipping industry sells its vessels while the prices are high, and keep the vessels when the 
prices are low. However as indicated in graph 6.13 during the recent crisis, shipping com-
panies have been forced to sell off their vessels at a lower price. This can also be related to 
the buy and sell market, where when the demand is high for ships, the prices escalate and 
the volumes sold increase proportionally with the value.  
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6.1.4 Summary of the Performance Measurements 

To gain a deeper understanding about the fluctuations, a summary of the highest and low-
est peaks have been conducted. The earliest peak was in 1977, where the ROA was at 0,95 
percent (check appendix – Financial performance data for complete data), this was due to a 
major increase in assets where these high assets had high revenues (based upon asset turn-
over). In turn these high assets were financed through debt, as the debt ratio was at 85,85 
percent. This meant that the shipping industries financial costs during these times were 
high, as well as their operating costs which were a mix of high manning costs, and a low 
use of flag of convenience (Tenold, 2000).  Moreover the shipping companies started to re-
ceive the ships they ordered during the newbuilding market boom (Stopford, 1997). How-
ever as noted, the demand was still high, since they could keep their asset turnover positive. 
In 1979, the demand decreased, which affected the revenues the shipping companies had 
on their big assets while their debt structure was still high. This led to ships being sold in 
order to cover the losses, while looking at the debt ratio there was a high peak in 1979, 
where the debt ratio was at 88,14 percent. However in 1982, during the “asset play” period, 
as Stopford (1997) mentioned, provided the shipping industry with a skyrocketing Asset 
turnover, and a current ratio on its highest peak ever (under the period analyzed). This in 
turn meant that companies were trying to make profit from the second hand ship market, 
however  this behavior led to an increase in the debt ratio which was kept at 92,53 percent 
during this period. This short term asset play left companies vulnerable for external im-
pacts, since the entire industry was financed through debt. During 1983 interest rates in-
creased, causing companies to have an increase in their expenditure, hence the negative 
ROE. For example Odfjell (who suffered the most during this period) had an increase in 
interest payment from -36 397 NOK to -93 909 NOK. This downward trend continued 
between 1986 and 1988 were the worse years for the Norwegian shipping industry, where 
the interest rates were still kept high. The sky rocket ROE in 1986 was triggered by a de-
crease in equity against its revenue, where the costs were exceeding the revenues. These 
high costs were caused by an increased interest rate, as well as a drop in ship prices. The 
drop in ship prices were made obvious while analyzing the income statement, where the 
shipping companies made huge losses on their sales in ships, and also suffered high depre-
ciations.  

During 1993, the newbuilding market expected an order boom, since it was planned that 
the ships ordered during the 1970s were suppose to get scrapped (Stopford, 1997). This 
caused the total assets to decrease, which can be seen in the total assets graph 6.3 above. In 
turn this made the Newbuilding market boom apparent and also the Second hand market 
prospered from this as the increase in total assets the following years (and has been increas-
ing ever since) made it apparent that the shipping industry were buying ships. During 1996, 
a new tonnage tax rule was implemented (Stopford, 1997) which contributed to the lower 
costs companies experienced, as well as a decrease in the debt structure of the company, 
while the equity was sky rocketing. Hence it was most likely during a period where the 
shipping cycle was at its boom. Ever since the boom, shipping industry has been growing 
stronger with a high equity and low debt ratio. Meaning that, as Tenold (2000) argued, the 
shipping industry during the 1990 has been recovering from the impacts during the 1970 
and 1980, turning the beginning of the 21st century into a stable period for the Norwegian 
shipping industry. However in 2007, when the new tonnage tax rules came, a huge decrease 
in net profit occurred and the future of the industry was at question (Sjöqvist and Sorocka, 
2010). 
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6.2 Sustainability Reporting 

The focus upon social issues in annual reports has considerably increased since the 1990s, 
additionally the largest increase has occurred in Europe and Japan, where the sustainability 
reporting has included regulations and government encouragements. (Kolk, 2003) Before 
the 1990s the public view were not demanding companies to report sustainability issues. 
Although the perceptions have changed and been more focused on safety and health issues  
(Deegan and Unerman, 2006). The so called legitimacy theory implicates that companies 
wants to be legitimate to the society as a whole (Deegan and Unerman, 2006). This devel-
opment made companies start reporting environmental and social impacts, which can be 
related to Wilhelmsen, who already in 1989 began with sustainability reporting involving 
environmental and social impacts (which can be seen in graph 6.14 below, and the relevant 
data is indicated in the appendix – Sustainability Reporting Wilhelmsen). On the other 
hand Farstad shipping did not cover sustainability to the same extent as Wilhelmsen. Fur-
thermore Odfjell and Belship had not yet written any concerns regarding sustainability.  

According to Hermansson (2011-05-09; personal interview) generally small shipping com-
panies do not account sustainability, instead it is more commonly among larger players in 
the market as Maersk, therefore Maersk can be seen as a predecessor regarding sustainabili-
ty. This can be connected to the Legitimacy theory, where larger companies have higher 
pressure from the society, which expects them to manage the environmental, social and fi-
nancial risks. Therefore according to this theory, the reason for Wilhelmsen (which is one 
of the largest shipping companies in Norway) to establish a more comprehended sustaina-
bility report than other players is based upon the pressure from the society. In the same 
lines of arguments Schell (2011-05-09; personal interview) states that everything concerning 
sustainability affects profitability and therefore should be emphasized upon. Although the 
sustainability reports in the beginning of the 1990s were not extensively, they compre-
hended approximately 2-3 pages (for full data check appendix – Sustainability Reporting), 
where they summarizes their views upon sustainability but not methods of how to prevent 
these threats.  

In order for the sustainability reports to become relevant, focus should lie to a larger extent 
on accounting for ecosystems and communities. Even if companies can provide evidence 
that they are sustainable regarding the impact on natural environment and social aspects. 
This is far more complex in practices and raises numerous of issues. (Gray and Milne, 
2002) Brundtland were the predecessor that led companies to focus more upon current and 
future needs of stakeholders. In 1987 the report entitled “Our Common Future” placed 
sustainability on the agenda, which later on became known as the Brundtland report. (Dee-
gan and Unerman, 2006) 

This report tended to affect Wilhelmsen since they started to focus upon the environment 
and safety regarding their operations. Moreover the society expected companies to react to 
environmental and human demands (Deegan and Unerman, 2006). Before this view Wil-
helmsen accounted only for general thoughts about the future and how their present situa-
tion looked like. General thoughts regarding sustainability comprehended those of the 
Brundtland report, namely focus upon current and future needs of the next generation 
(Schell. 2011-05-09; personal interview). Recently more emphasis has been laid upon cor-
porate governance and on the focus on transparency and honesty. These statements have 
contributed to more awareness among board of directors responsibilities, sustainability, risk 
management and reputation issues. (Kolk, 2008) According to (Schell, 2011-05-09; personal 
interview) a sustainability report is not completed if corporate governance is not included. 
Wilhelmsen started to report its CEO’s view regarding environment in 1991. After this pe-
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riod the development of sustainability stagnated until 2000 when a breakthrough in the 
Norwegian Shipping companies Sustainability Reporting occurred, namely when calcula-
tions were established. This increase in reporting can be seen in the graph 5.1 in Chapter 5, 
which shows an indication of an industry average growth in the sustainability reporting. 
According to (Deegan and Unerman, 2006) this could be a cause of managers have started 
to a higher degree focus on their reputation risk which implicates that companies are trying 
to link social and environmental figures to the financials. Since any negative impact on their 
reputation will affect their profitability.  

Today there only exist general views regarding sustainability, although a common notion 
what sustainability really comprehends do not exist, leading to difficulties in establishing a 
such report (Cunningham, et al., 2011). Thus the problem remains of how companies 
should determine its responsibilities since it is basically based on personal judgments of the 
people who establish a sustainability report. (Deegan and Unerman, 2006) Farstad started 
to account for health and safety in 1998 and after that period both Farstad and Wilhelmsen 
have developed their sustainability reporting, meanwhile Odfjell was stagnated. However 
Wilhelmsen quit report environmental and health issues in 2002 and Farstad in 2005, al-
though both reported corporate governance. This behavior, where Corporate Governance 
reporting was starting to become common in annual reports was due to companies being 
obliged to report it. Thus, based upon Institutional theory, the explanation why they did 
not cover it in previous reports was because no one was conducting such a report within 
the shipping industry, and there were also no legislations regarding Corporate Governance. 
Hence companies did not report it since they were not obliged to and because there was no 
tradition within the shipping industry to be reporting its Corporate Governance. On the 
other hand both Odfjell and Belship maintained their low level in reporting about these is-
sues. This could be explained that there are no current laws which regulate sustainability. 
Furthermore environmental reporting has met strong opposition since the costs of estab-
lishing environment reports has led to costs for companies. (Schaltegger, Bennet and Bur-
rit, 2006) Thus the problems relating to sustainability reporting still remains since the cur-
rent figures are based on personal judgments of the management involved when reporting. 
(Deegan and Unerman, 2006) Thus issues regarding the report being subjective arises 
(Cochran and Wood, 1984). Hermansson (2011-05-09; personal interview) stated that the 
numbers used when establishing a sustainability report can easily be manipulated. He also 
pointed out that the method of slow steaming in the shipping industry is only used since 
the shipping market is currently in a recession. This means that when the freight rates and 
the demand for sea borne trade increases the shipping companies will not conduct any ex-
tensive reports. Thus slow steaming is only reported, since it looks good from a stakehold-
er point of view. Furthermore companies are accounting for sustainability from their own 
point of views and what is best for themselves.  

If the triple bottom line will work in practice, both the environmental and social impacts 
would need to be as extensive as the financial statements, and just as detailed as well. Thus 
issues regarding this matter started to arose when companies started to point out the “good 
news” when preparing the social and environmental information. (Gray and Milne, 2002) 
According to (Hermansson, 2011-05-09; personal interview) sustainability is more like an 
marketing device, whose current purpose is only to increase their reputations instead of re-
ally being environmental. Thus today’s sustainability reporting fills no purpose. Further-
more both Hermansson (2011-05-09; personal interview) and Schell (2011-05-09; personal 
interview) states that today there do not exist any rules regarding sustainability. Also since 
there are no international laws within sustainability, companies have been flagging out. As 
previously stated more than half of the merchant fleet sail under countries which have low-
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er environment and law policies. Also where there are no linkage between the registered 
vessels and the influences by the owners. This in turn triggered governments to rather 
adapt a “operating friendly” environment for the shipping companies, in order for the 
countries in question to have vessels fly under their domestic flag (McGuire and Perivier, 
2011). The same view upon the international legislations is shared by Schell (2011-05-09, 
personal interview) where he stated that no one will never be able to connect the annual 
report with sustainability until everyone is sharing and striving towards a common goal. 

Another case for the shipping industry, based upon McGuire and Perivier (2011) view, is 
that the entire shipping industry has not been sustainable, where they claim that the emis-
sion from the ships is greater than the actions they have been performing, and as noted 
from all four companies, only 2 out of these companies (Wilhelmsen and Farstad) has had 
some sort of emission charts and numbers. However noteworthy is that they are only fo-
cusing upon the emission per volume shipped. Since in their reasoning, as well as Schell 
(2011-05-09, personal interview) and Hermansson (2011-05-09, personal interview) view, is 
that the shipping industry is the most environmentally friendly of all the transportation al-
ternatives based upon emission release per volume. Hence they are not seeing this as a 
problem itself that they consist of one of the largest amount of emission source in the 
world (looking at the total greenhouse gases release). Since there are no legislations regard-
ing how to report on emission, companies can show numbers that will prosper them. 
Hence not many companies point out the total amount of emission released, and rather 
point out the emission per tonnage released. Also when one company starts to report a cer-
tain way, an act of imitation might occur where other companies will do the same. Hence 
there is more common to see emissions per tonnage rather than total emission released. 
The problem is that when releasing such an amount of greenhouse gases, there will be con-
sequences, and as McGuire and Perivier (2011) argues, is that this amount of emission re-
leased is causing a tremendous amount of premature deaths worldwide each year. Such an 
event has never been put into the direct and indirect costs of operating a vessel. This is 
merely a fraction of which kind of costs should be included and are not, such as the break-
down process. However since this is not something that is legally implemented, companies 
are not worried, since by presenting emission per volume transported, they can prove being 
the most environmentally friendly. However this makes them vulnerable for certain risks, 
such as if there would be released a regulation on the amount of greenhouse gas emission a 
company would be allowed to release. Such a restriction could also seriously restrict the en-
tire shipping industry if it will be on the amount of total emission being released, rather 
than the amount per volume transported. (Anderson and Anderson, 2009) 

Hence it is important to see how a company is looking at sustainability compared to think-
ing about its survival (going concern). Today the companies do not have a serious “going 
concern” focus within their annual report. The term “going concern” should go hand in 
hand with Sustainability (Cunningham, et al., 2011), and Schell (2011-05-09, personal inter-
view) is sharing the same view that in order for the shipping industry to be going concern, 
they have to be sustainable (where sustainability is being the entire shipping operation rang-
ing from financial to environmental). Hermansson (2011-05-09, personal interview) on the 
other hand has a different view upon sustainability where he express the term sustainability 
should be closer connected to the financial aspect in order to hold a relevance. Another in-
teresting fact is that both Hermansson (2011-05-09, personal interview) and Schell (2011-
05-09, personal interview), in accordance with the four shipping companies studied, believe 
that the most important aspect within Sustainability is the health and safety.  
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What can be noted from the Norwegian shipping companies, just as the views from the in-
terviewees is that no matter how well they talk about sustainability, the shipping industry 
will still always be in their low pricing bubble, where they rely heavily upon low environ-
mental standards, in order to keep the revenues positive (McGuire and Perivier, 2011). 
None of the companies have even considered how the operating costs and voyage costs 
would be affected if they would the environmental impact each voyage does take into ac-
count. Thus no matter how much sustainability reporting is being made, the market is liv-
ing by its low environmental standards, since there are no guidelines over how to imple-
ment the environmental and social impacts into the financial calculations. This connects 
with the reasoning Cunningham, et al. (2011) and Gray and Milne (2002) has, where they 
argue that today’s standards are far from perfect, and there is no apparent linkage between 
the financial and environmental reporting. Hence there will not be a true sustainability re-
port until there is a “perfect” way to indicate that a company leaves the nature and social 
justice intact at the end of the accounting period as it left it at the beginning. (Gray and 
Milne, 2002) However such a detailed and complex analysis might be impossible to ever 
obtain since it will have to take the entire organization’s interaction with the ecological sys-
tems, resources, habitats, and societies. Nevertheless ever since 2009, both Farstad and 
Wilhelmsen have again fully integrated their Sustainability covering charts about emissions, 
injuries, and taking health precaution. So despite the sustainability not being perfect, there 
is some evidence that companies are making an effort, however this can just be another at-
tempt to get publicity, like Hermansson (2011-05-09, personal interview) argued today’s 
underdeveloped sustainability reporting is all about. 
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6.3 Sustainability and Profitability of the Global Shipping in-
dustry 

Based upon the analysis of Profitability and Sustainability Reporting the factors which af-
fect the shipping industry’s profitability have been narrowed down to the figure 6.2 below.  

 

Figure 6.2. Factors affecting the shipping industry’s profitability 

As it has been previously stated there are a tremendous amount of factors affecting the 
profitability of the shipping industry, hence these factors in figure 6.2 above are not the 
complete list of factors affecting the profitability, though throughout the thesis these fac-
tors have been emphasized, based upon the theories and the calculations. This also shows 
that the shipping industry is open to both external and internal factors which can prevent 
the companies within the shipping industry from going concern. Also based upon the Con-
tribution Margins (graph 6.8 and graph 6.9 above), which implies that there is no room for 
unexpected events that affects the shipping industry’s profitability negatively. This streng-
thens Lorange (2007) argument that the shipping industry in general is having poor returns, 
and only makes profit during booms in the market. As the mimetic isomorphism implies, 
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companies will imitate each other in order to be competitive, meaning if some shipping 
companies are more profitable than others their behavior will be followed. On the other 
hand normative isomorphism is influenced by traditions, meaning that certain industries 
will follow the traditions that the industry is characterized of (Eriksson-Zetterquist, 2009). 
The shipping industry endures booms and recessions constantly, implicating them to have 
a short term view of the market and therefore they have not focused on sustainability is-
sues. According to (Eriksson-Zetterquist, 2009) the coercive isomorphism implies that 
companies will only change their behavior when they receive pressure from legislations. 
Furthermore when some factors affecting the profitability of the shipping industry are rea-
lized, these factors will automatically make shipping companies imitate each other. For ex-
ample regarding the notion “flag of convenience”, when the world started to have different 
rules regarding manning costs, forced almost everyone in the market to use it in order to be 
competitive. The growth rate, which is indicated in graph 6.14 below, on the profitability 
have been heavily fluctuating. These fluctuations clearly indicates that the shipping industry 
under short periods gain substantial amount of profit. As argued before, freight rates are 
shipping companies main source of revenue (Korsfur, 2009) and as Fusilo (2004) argued 
that the freight rates is fluctuating (check graph A.1 in appendix, for a detailed graph of the 
freight rates fluctuation) this causes the income to fluctuate as well. 

 

Graph 6.14. Net Income Growth Rate; Source: Annual reports, inflation.eu and own 

calculations 

Although the growth rate has been fluctuating, the entire industry’s total assets have been, 
ever since 1994, growing (indicated in graph 6.12 above). According to Deloitte (2009), the 
total assets of a shipping company constitutes mainly of vessels and property, plant and 
equipment. According to Hermansson (2011-05-09; personal interview) the energy prices 
have been increasing, thus forcing companies to cut down on their energy usage to de-
crease the expenses. Also according to Schell (2011-05-09; personal interview) larger com-
panies today demand the shipping companies to have more control over their entire organ-
ization (such as emissions, safety, health, corporate governance, etc.), since for example 
they do not want to be involved in major accidents such as oil leakage. Additionally both 
Hermansson (2011-05-09; personal interview) and Schell (2011-05-09; personal interview) 
stated that the shipping industry emphasizes upon Corporate Governance and health and 
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safety. Thus this has caused the shipping companies in Norway to increase their Sustaina-
bility reporting (graph 5.1, in Chapter 5) and has increased their awareness regarding Sus-
tainability reporting. Also while looking at the appendix – Sustainability Reporting data re-
garding sustainability, there is a clear pattern that ever since 2004, all companies have been 
reporting about their Corporate Governance. While the health and safety has been an on-
going focus upon ever since they started to add an environmental report within their an-
nual report. Furthermore the decoupling dimension argues that companies can interpret 
implementation of environmental and social responsibility aspects in their report as mea-
ningful, and meanwhile being profit oriented (Deegan  and Unerman, 2006). Accordinging 
to Schell (2011-05-09; personal interview) a company must consider its impact on its envi-
ronment meanwhile being profitable. Despite this fact, today’s sustainability reporting is 
basically a wall of text, with no relevance to the accounting, meaning that it is only pro-
vided merely to boost the companies’ reputation. (Deegan and Unerman, 2006). Hence as 
Hermansson (2011-05-09; personal interview) states that it is more like a marketing strate-
gy, than a going concern concept. 

7 Conclusion  

In this section, the conclusion of the entire thesis will be presented, where a brief conclusion of all the re-
searching questions will be conducted.  

The Norwegian shipping industry has been showing a fluctuating growth ever since 1970s, 
however this has not been a clear indication whether the shipping industry been profitable, 
due to the fact that the total assets have been increasing ever since 1994. Furthermore the 
shipping industry in general are having poor returns and receive large revenues during 
booms. The shipping industry has a short term view of the market and the general factors 
affecting the profitability will be imitated of each other. For example when the concept 
“flag of convenience” was introduced, everyone in the shipping market started to use it. 
The profitability in the Norwegian shipping industry has been stable the last two decade, 
however due to the instability in the freight rate, which is the main revenue for a shipping 
company, the companies are constantly vulnerable for external risks. Based on the figure 
6.2, the factors that affect the shipping companies profitability are those that have an im-
pact on the Operational and Financial segment, the Environmental and Social issues, and 
Global events. This makes the entire shipping industry unstable, just as the theories have 
been stating. With these factors in mind and the profitability, there is a clear view that the 
global shipping industry is not being as sustainable as they have been reporting. Both the 
interviews and the annual reports have been indicating that the sustainability reporting has 
been fluctuating, however there has been a clear focus on safety and employees health 
within the company. The Institutional theory indicates explanations of why they did not 
emphasize on sustainability reporting, periods before 1990 ship accounting did not conduct 
a report regarding sustainability and therefore the shipping companies did not see a need in 
conducting one. The accounting of health and safety have decreased the risks associated 
with shipping, thus a degree of sustainability has been implemented within this industry. 
Nevertheless the shipping industry has been indicating a profit maximizing focus, which 
has forced shipping companies to emphasize more on energy prices in order to cut their 
expenses. For example, when the oil prices were low, there were no focus on oil consump-
tion, however when the oil prices rose the shipping industry started to build vessels with 
lower oil consumption. Hence the notion about being sustainable in the shipping industry 
has always been based upon profit maximizing. Overall the sustainability reporting will 
need to develop a proper guidelines in how to implement financial, environmental, and so-
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cial impacts into the accounting. Since today the sustainability notion is more focused upon 
an environmental report, which is mainly text based plans and suggestions on how they can 
become sustainable, however there is no reporting on how it can affect the financial num-
bers. This is caused by a non-common view and no government regulations, thus in order 
for sustainability reporting to evolve a common view needs to be established, as well as 
government regulations, otherwise no one will report an extensive Sustainability report. 
Thus, based upon the Institutional theory, the problem is that being sustainable and have a 
long-term plan is today a nonexistent tradition, hence legislations need to be put in place in 
order to force the entire shipping industry, to become sustainable. . 

7.1 Future research 

In future research a more in-depth focus upon what makes the freight rate fluctuate and 
how steel prices and oil prices can affect the shipping industry can be deducted. Further-
more to get a more clear view upon the global shipping, an extensive research would be in 
place to declare whether the entire shipping industry is being sustainable or not, and how 
the countries with lower environmental rules affect the overall view upon sustainability. 
Additionally further investigation can be focused upon the individual factors which affects 
the entire shipping industry, since an entire thesis can be grounded based upon for example 
freight rates. 
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Appendix 

Annual reports retrieved 

Companies   Belship Farstad Odfjell Wilhelmsen 

Years (x = ob-
tained)           

1970           

1971   x       

1972         x 

1973         x 

1974         x 

1975   x       

1976         x 

1977         x 

1978         x 

1979   x   x x 

1980   x   x x 

1981         x 

1982         x 

1983       x x 

1984       x x 

1985           

1986   x     x 

1987   x     x 

1988           

1989   x     x 

1990   x     x 

1991         x 

1992   x     x 

1993   x       

1994   x     x 

1995           

1996   x x x x 

1997   x x x x 

1998   x x x x 

1999   x x x x 

2000   x x x x 

2001   x x x x 

2002   x x x x 

2003   x x x x 

2004   x x x x 

2005   x x x x 

2006   x x x x 

2007   x x x x 

2008   x x x x 

2009   x x x x 
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Interview question 

General comments on sustainability 

What is your position at your company?   

- How long have you been employed?   

Do your company report sustainability in your annual accounts? (environment, risks, etce-
tera) 

- Why/why not? 

What is your general view upon the concept of sustainability? 
There are different views on sustainability (ecological, human capital, technological and fi-
nancial), what does your company focus most upon? 

So far, the concept of sustainability has been related to Environmental and Social Impact, 
do you believe that this vision has been developed to a wider focus upon risk management 
and accounting? 

Today’s sustainability reporting and future views upon sustainability 

Do you think that the present view (Environmental and Social) on sustainability reporting 
is valid in the long run? 

Is this view sustainable regarding the “going concern” concept? 

What do you think that a complete sustainability report should include? 

Future risks regarding sustainability 

What future risks may arise as tougher regulations and greater focus lies on sustainability 
and CSR? 
 
Do you see a problem with rules that forcing shipping companies to pay for CO2 emis-
sions? 

How would these emissions affect the future sustainability of the shipping industry? 

What kind of problems would arise within accounting if demands of establishing an inte-
grated report would be implemented? (Linking financial figures with sustainability) 

Do you see sustainability reporting as a burden to the shipping industry, or as an opportu-
nity to ensure the future sustainability of your company? 

How do you think market wages would affect the profitability of shipping if new trade 
rules were introduced? 

Other potential risks 

What is the current highest risk for the shipping industry’s profitability? 

Which is the highest potential risk within the shipping industry’s profitability? 

How can you prevent this risk? 
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Financial Measurements - Formulas 

 

Return On Assets:        Net income 

                                       Total assets 

Return On Equity:   EBIT + Financial income + financial expenses 

                                                                                  Equity 

Asset Turnover:              Sales 

                                Average total assets 

Solidity ratio:     Total equity 

                            Total liabilities (assets) 

Current ratio:    Current assets 

               Current Liabilities 

Debt Ratio:    Total liabilities 

                             Total assets 

Sustainability Reporting  

Belship 

E = Emission;  H = Health; S = Safety; Sc = Security; Env = Environment; FR = Finan-
cial risk; FP = Future Plans; CG = Corporate Governance. 

Belship (x 
= pre-
sented) E H S Sc Env FR FP CG Pages Grade 

Index 
(96 = 
100%) 

1971                   0 0,00% 

1972                   0 0,00% 

1975                   0 0,00% 

1979                   0 0,00% 

1980                   0 0,00% 

1986                   0 0,00% 

1987                   0 0,00% 

1989                   0 0,00% 

1990                   0 0,00% 

1992                   0 0,00% 

1993                   0 0,00% 

1994                   0 0,00% 

1996                   0 0,00% 

1997                   0 0,00% 

1998     x   x       1/4 page 0,5 0,52% 

1999     x   x       1 2 2,08% 

2000     x   x       1 2 2,08% 
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2001     x   x       1 2 2,08% 

2002     x   x       1 2 2,08% 

2003     x   x       1 2 2,08% 

2004     x   x     x 1 1/3 4 4,17% 

2005     x   x     x 1 1/3 4 4,17% 

2006     x   x     x 2     6 6,25% 

2007     x   x     x 2     6 6,25% 

2008     x   x     x 2     6 6,25% 

2009     x   x     x 2     6 6,25% 

 

Farstad Shipping 

E = Emission;  H = Health; S = Safety; Sc = Security; Env = Environment; FR = Finan-
cial risk; FP = Future Plans; CG = Corporate Governance. 

Farstad 
Shipping 
(x = pre-
sented) E H S Sc E FR FP CG Pages  Grade 

Index 
(96 = 
100%) 

1998   x x x x       2     8 8,33% 

1999   x x x x x     3     15 15,63% 

2000   x x x x   x   2     8 8,33% 

2001   x x x x x x   7     42 43,75% 

2002 x x x x x x x   8     56 58,33% 

2003 x x x x x x x   11     77 80,21% 

2004               x 1     1 1,04% 

2005   x   x x     x 2     8 8,33% 

2006   x   x x     x 3     12 12,50% 

2007   x x x x x   x 4     24 25,00% 

2008   x x x x x   x 4     24 25,00% 

2009 x x x x x x x x 7     56 58,33% 
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Odfjell 

E = Emission;  H = Health; S = Safety; Sc = Security; Env = Environment; FR = Finan-
cial risk; FP = Future Plans; CG = Corporate Governance. 

Odfjell (x 
= pre-
sented) E H S Sc Env FR FP CG Pages  Grade 

Index 
(96 = 
100%) 

1979                   0 0,00% 

1980                   0 0,00% 

1983                   0 0,00% 

1984                   0 0,00% 

1996                   0 0,00% 

1997     x           
1/4 
page 0,25 0,26% 

1998   x x   x       3 9 9,38% 

1999   x x   x       3 9 9,38% 

2000   x x   x       3 9 9,38% 

2001   x x   x   x   4 16 16,67% 

2002   x x   x   x   4 16 16,67% 

2003   x x   x   x x 5 25 26,04% 

2004   x x   x     x 2 8 8,33% 

2005   x x   x x   x 4 20 20,83% 

2006   x x   x x   x 4 20 20,83% 

2007   x x   x x   x 4 20 20,83% 

2008   x x x x x   x 10 60 62,50% 

2009   x x x x x x x 10 70 72,92% 
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Wilhelm Wilhelmsen 

E = Emission;  H = Health; S = Safety; Sc = Security; Env = Environment; FR = Finan-
cial risk; FP = Future Plans; CG = Corporate Governance. 

Wilhelmsen 
(x = pre-
sented) E H S Sc Env FR FP CG Pages  Grade 

Index 
(96 = 
100%) 

1972                   0 0,00% 

1973                   0 0,00% 

1974                   0 0,00% 

1976                   0 0,00% 

1977                   0 0,00% 

1978                   0 0,00% 

1979                   0 0,00% 

1980     x       x   
1/2 
page 1 1,04% 

1981     x       x   
1/2 
page 1 1,04% 

1982     x   x   x   1 3 3,13% 

1983     x   x   x   1 3 3,13% 

1984     x   x   x   1 3 3,13% 

1986     x   x   x   1 3 3,13% 

1987     x   x   x   1 3 3,13% 

1988     x   x   x   1 3 3,13% 

1989     x x x   x   1 4 4,17% 

1990     x x x   x   1 4 4,17% 

1991     x x x   x   3 12 12,50% 

1992     x x x   x   3 12 12,50% 

1994     x x x   x   3 12 12,50% 

1996     x x x   x   3 12 12,50% 

1997     x x x   x   3 12 12,50% 

1998     x x x   x   3 12 12,50% 

1999     x x x   x   3 12 12,50% 

2000 x x x x x   x   4 24 25,00% 

2001 x x x x x   x   5 30 31,25% 

2002     x   x       2 4 4,17% 

2003     x   x       2 4 4,17% 

2004     x   x     x 3 9 9,38% 

2005     x   x     x 3 9 9,38% 

2006     x   x     x 4 12 12,50% 

2007     x x x   x x 6 30 31,25% 

2008     x x x     x 8 32 33,33% 

2009 x x x x x x x x 12 96 100,00% 
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Fuel consumption and emission 2006 2007 2008 2009 
Number of vessels in the accounting 24 1/2 24 1/2 30 35 

Number of ro-ro vessels 8 8 8 8 

Number of LCTC vessels       2 

Number of PCTC vessels 16 14 19 22 

Number of vessels owned 50% 5 5 6 6 

          

Fuel consumption metric tonnes         

Old fleet 405 073 430 279 459 324 305 182 

Including new vessels, total 35       360 446 

Fuel consumption gram/tonne nm         

Old fleet 18,72 18,23 19,25 24,91 

Including new vessels, total 35       24,04 

Fuel consumption reduction gram/tonne nm         

Old fleet 9,00% -1,70% 3,80% 29,40% 

Including new vessels, total 35       24,80% 

Average percentage sulphur content of fuel         

Old fleet 1,55% 1,36% 1,60% 1,73% 

Including new vessels, total 35       1,75% 

Sox emission metric tonnes         

Old fleet 12 520  11 673  14 658  10 583  

Including new vessels, total 35       12 583  

CO2 emission based IMO voluntary metric 

tonnes         

Old fleet 1 195 149  1 318 199  1 403 668  948 201  

Including new vessels, total 35       1 119 905  

Nox emission metric tonnes         

Old fleet 36 801  36 411  39 227  25 520  

Including new vessels, total 35       30 330  

Refrigerants leakage reduction (basis 2004) 8,00% 27,60% 46,20% 41,90% 
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Future 
Targets Future Targets Target 2009 Target 2010 - 2020 

  Maximum sulphur fuel 

1,5% average for the WWL fleet 
requirements towards 0,5% in 
2020 

Further development to meet 
IMO regulations 

  

Fuel consumption and 

CO2 emissions reduction 

g/tonnes/nm 4% reduction from 2008 30% reduction by 2020 

  
Ballast water treatment 
(BWT) unit 

All LCTCs delivered after 2009 
and all new ro-ro vessels 
(MarkV) to have BWT 

All newbuildings to have BWT 
installed 

  
Bilge water treatment 
system max 5 ppm 

When replaced, new oily water 
separator to have 5 ppm 

All newbuildings to have oily 
water separator with 5ppm 

  
Global waste manage-
ment project 

Install compactors on all new 
vessels 

Have compactors on all ves-
sels, and all waste and sludge 
delivered ashore 

  Recycling of vessels Develop recycling procedure 

Have recycling policy ready 
and being used for vessels be-
ing recycled 

Industry Average 

Industry Average Grade Index 
1971 0 0,00% 

1975 0 0,00% 

1976 0 0,00% 

1977 0 0,00% 

1978 0 0,00% 

1979 0 0,00% 

1980 0,333333 0,36% 

1981 0,333333 0,36% 

1982 1 1,08% 

1983 1 1,08% 

1984 1 1,08% 

1986 1 1,08% 

1987 1 1,08% 

1988 1 1,08% 

1989 1,333333 1,43% 

1990 1,333333 1,43% 

1991 4 4,30% 

1992 4 4,30% 

1993 4 4,30% 

1994 4 4,30% 

1996 4 4,30% 

1997 4,083333 4,39% 

1998 7,375 7,93% 

1999 9,500 10,22% 

2000 10,750 11,56% 

2001 22,500 24,19% 

2002 19,500 20,97% 

2003 27,000 29,03% 

2004 5,500 5,91% 

2005 10,250 11,02% 
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2006 12,500 13,44% 

2007 20,000 21,51% 

2008 30,500 32,80% 

2009 57,000 61,29% 

 

Financial performance data 

Industry 
Average ROEBT ROABT 

Asset 
Turnover 

Solidity ra-
tio 

Current ra-
tio 

Debt ra-
tio 

1972   1,14%  36,35%       

1973   1,76%  26,97%       

1974 0,00% 2,35% 35,84% 13,04% 0,00% 86,96% 

1976 20,96% 2,08% 10,65% 9,94% 45,52% 82,93% 

1977 10,71% 0,95% 5,17% 8,85% 66,19% 85,85% 

1978 4,93% 0,59% 3,94% 11,95% 31,15% 84,35% 

1979 155,28% 2,81% 4,70% 2,81% 113,29% 88,14% 

1980 236,73% 12,50% 15,39% 1,39% 71,79% 83,48% 

1981 93,25% 5,71% 5,84% 6,12% 38,59% 85,36% 

1982 82,03% 2,65% 0,85% 3,23% 387,91% 92,53% 

1983 -125,05% -1,79% -1,88% 2,37% 78,46% 91,18% 

1984 -69,22% -0,48% -0,10% 2,31% 74,54% 87,75% 

1986 252,26% -8,42% -20,15% 4,29% 96,93% 65,21% 

1987 -39,75% -3,17% -5,06% 4,93% 157,97% 57,95% 

1988 -39,64% -1,24% -2,44% 3,14% 124,47% 94,40% 

1989 -16,42% 10,67% 14,94% -7,59% 111,00% 76,83% 

1990 -0,93% 4,28% 4,28% -4,15% 104,00% 77,17% 

1991 40,31% 4,18% 9,51% 10,37% 181,01% 65,64% 

1992 6,57% -3,06% -3,06% 14,68% 105,70% 83,92% 

1993 17,44% 7,16% 7,16% 29,95% 21,54% 70,10% 

1994 23,28% 4,86% 6,58% 33,61% 102,59% 65,95% 

1996 8,48% 3,04% 3,06% 34,51% 333,71% 57,79% 

1997 9,84% 4,19% 4,27% 37,55% 260,87% 62,45% 

1998 -10,99% -0,28% -0,22% 35,09% 298,00% 64,91% 

1999 -1,69% 0,26% 0,27% 32,55% 238,10% 67,45% 

2000 4,50% 1,90% 1,96% 32,84% 223,24% 67,08% 

2001 10,18% 3,80% 3,88% 33,52% 223,27% 66,42% 

2002 4,01% 3,25% 3,29% 33,17% 221,55% 66,77% 

2003 3,17% 0,82% 0,84% 37,09% 187,03% 62,85% 

2004 24,08% 11,37% 11,38% 39,31% 158,53% 60,23% 

2005 26,85% 9,69% 9,71% 38,67% 126,15% 61,33% 

2006 21,69% 8,76% 8,80% 37,92% 153,82% 62,08% 

2007 35,17% 15,17% 15,19% 36,43% 132,25% 63,57% 

2008 19,51% 3,96% 4,04% 35,48% 140,79% 63,25% 

2009 11,64% 6,88% 6,94% 41,77% 155,35% 59,27% 



 

 
94 

Average (each 
year) 25,60% 3,38% 4,05% 19,52% 144,40% 70,43% 
 

Industry 
Average 

Total assets 
(nominal) 

Total assets 
(Real) 

Total Revenue 
(Nominal) 

Total Revenue 
(Real) 

1972 407 321 1 999 526 148 053 726 787 

1973 575 944 2 631 998 155 318 709 785 

1974 1 200 361  5 013 719  430 177  1 796 781  

1976 1 123 121  4 296 665  435 790  1 667 179  

1977 1 266 709  4 441 780  442 114  1 550 296  

1978 225 954  732 476  93 233  302 234  

1979 194 592  435 656  126 202  265 207  

1980 990 546  2 514 323  576 813  1 454 986  

1981 3 173 430  7 792 121  2 054 582  5 044 873  

1982 4 553 759  10 043 489  2 815 254  6 209 150  

1983 4 003 550  7 721 530  1 387 749  2 711 773  

1984 4 531 130  8 178 091  1 594 952  2 928 449  

1986 2 322 662  4 196 421  861 677  1 553 916  

1987 1 943 458  3 229 473  719 815  1 192 814  

1988 4 009 094  6 257 123  4 452 269  6 948 801  

1989 2 685 351  4 005 059  3 058 977  4 562 939  

1990 2 654 504  3 801 049  2 329 522  3 336 247  

1991 4 909 343  6 805 295  4 526 197  6 274 181  

1992 2 987 730  4 058 975  2 407 157  3 263 530  

1993 783 410  1 061 023  232 444  314 814  

1994 3 002 597  4 010 466  1 946 204  2 599 478  

1996 4 024 902  5 309 554  2 303 919  3 041 237  

1997 4 735 061  6 089 276  2 721 892  3 506 114  

1998 5 763 212  7 246 969  2 927 250  3 686 481  

1999 6 262 174  7 695 094  3 128 334  3 850 109  

2000 7 877 847  9 390 307  3 916 246  4 678 347  

2001 7 763 027  8 982 181  4 224 214  4 898 704  

2002 6 730 605  7 688 440  3 413 734  3 904 358  

2003 6 888 145  7 677 986  3 691 950  4 125 380  

2004 7 000 093  7 766 269  3 674 314  4 078 531  

2005 9 007 498  9 843 764  3 703 734  4 055 246  

2006 9 777 351  10 441 798  3 907 512  4 185 391  

2007 9 569 859  10 146 138  4 030 977  4 278 716  

2008 13 538 902  13 832 697  6 257 203  6 422 892  

2009 12 650 793  12 650 793  4 726 608  4 726 608  
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Industry Average 

Current 
assets 
(Nominal) 

Current 
assets 
(Real) 

Current Liabili-
ties (Nominal) 

Current Lia-
bilities (Real) 

1976 316 494 1 238 522 695 239 2 720 647 

1977 277 584 995 653 419 398 1 504 318 

1978 23 552 78 097 75 608 250 712 

1979 39 448 124 900 33 729 106 792 

1980 208 358 594 965 310 886 887 736 

1981 654 334 1 643 461 1 695 765 4 259 176 

1982 770 456 1 738 183 198 618 448 091 

1983 506 852 1 054 483 803 359 1 671 351 

1984 768 548 1 504 025 1 081 456 2 116 376 

1986 483 855 896 250 344 166 637 503 

1987 457 971 780 051 277 380 472 454 

1988 1 232 206 1 967 184 989 973 1 580 465 

1989 1 069 317 1 632 997 618 747 944 913 

1990 879 548 1 289 920 500 014 733 306 

1991 1 649 943 2 339 514 911 526 1 292 486 

1992 1 061 360 1 470 386 658 590 912 397 

1993 118 291 160 209 57 768 78 239 

1994 1 015 855 1 356 843 584 383 780 540 

1996 1 122 989 1 481 420 301 389 397 585 

1997 1 343 789 1 728 108 354 987 456 512 

1998 1 771 769 2 227 916 771 803 970 506 

1999 1 728 470 2 123 981 960 229 1 179 950 

2000 1 941 116 2 313 789 1 142 783 1 362 185 

2001 1 690 616 1 956 120 1 081 310 1 251 126 

2002 1 610 760 1 839 988 1 001 703 1 144 256 

2003 1 503 671 1 676 092 947 176 1 055 786 

2004 1 414 806 1 569 660 899 925 998 423 

2005 1 974 718 2 158 053 1 586 971 1 734 307 

2006 2 338 297 2 497 202 1 472 964 1 573 063 

2007 2 203 360 2 336 042 1 481 530 1 570 745 

2008 2 770 459 2 830 578 2 004 746 2 048 249 

2009 2 905 315 2 905 315 1 656 706 1 656 706 

 

Industry Average OI OE CM1 OI+FI OE+FE CM2 NP 

1976 413 149 393 596 19 553 435 790 412 392 23 398 27 947 

1977 408 374 390 780 17 594 442 114 430 112 12 001 4 348 

1978 87 031 79 207 7 824 93 233 91 899 1 334 1 088 

1979 85 243 60 475 24 768 90 114 81 764 8 350 -3 621 

1980 503 704 388 570 115 134 531 057 457 206 73 851 9 645 

1981 2 014 651 1 667 599 347 052 2 054 582 1 873 493 181 089 30 542 
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1982 2 768 630 2 506 039 302 651 2 817 778 2 737 031 120 807 2 544 

1983 1 366 294 1 105 540 260 703 1 387 432 1 305 301 82 081 43 079 

1984 1 570 369 1 249 514 324 754 1 594 950 1 520 966 77 882 40 300 

1986 1 068 969 942 607 110 495 1 122 960 1 089 621 17 472 -147 718 

1987 958 524 737 273 86 663 1 034 153 866 325 33 240 -72 729 

1988 1 602 764 1 532 550 70 214 1 744 536 1 794 363 -49 827 -34 611 

1989 1 178 016 1 017 463 160 554 1 320 547 1 190 117 130 430 86 508 

1990 961 964 821 335 140 629 1 047 676 978 398 69 278 35 613 

1991 1 688 774 1 424 346 264 428 1 882 120 1 652 249 229 871 71 375 

1992 944 132 814 464 129 669 1 027 948 950 753 77 195 32 303 

1993 257 212 228 093 29 119 267 705 298 385 -30 680 79 715 

1994 1 155 433 1 005 234 150 200 1 272 005 1 118 894 153 111 106 685 

1996 1 776 023 853 240 922 783 1 833 993 1 004 839 829 155 232 360 

1997 1 994 558 844 812 1 149 746 2 057 272 1 150 278 906 995 391 320 

1998 381 685 238 053 143 632 393 363 293 562 99 800 75 078 

1999 385 947 267 085 118 862 406 515 320 938 85 577 31 868 

2000 473 722 295 729 177 993 496 705 369 501 127 204 69 058 

2001 549 605 318 835 230 770 563 601 383 206 180 395 123 857 

2002 588 572 357 230 231 342 602 842 407 706 195 136 148 136 

2003 633 460 431 912 201 548 654 692 485 547 169 145 83 206 

2004 697 690 467 464 230 226 711 638 522 007 189 631 141 993 

2005 740 091 445 915 294 176 767 394 499 498 267 896 206 160 

2006 887 523 526 446 361 077 910 228 619 182 291 046 223 807 

2007 1 041 200 630 992 410 208 1 072 213 739 400 332 813 -15 403 

2008 1 290 148 761 791 528 356 1 341 368 876 501 464 867 370 604 

2009 1 297 861 789 112 508 750 1 328 910 907 300 421 610 598 703 

 

High and 
Low pe-
aks  ROE ROA 

Total 
Assets 

Asset 
Turnover 

Solidity 
Ratio 

Current 
Ratio 

Debt 
Ratio OI 

1972                 

1973                 

1974                 

1976                 

1977     4 441 780 34,90%       408 374 

1978 4,93%   732 476 41,26%   31,15%   87 031 

1979 155,28%     61,81%   113,29%     

1980 236,73% 2,81% 2 514 323     71,79%   503 704 

1981   12,50% 7 792 121     38,59%   2 014 651 

1982 82,03% 5,71% 
10 043 

489 61,82%   387,91% 92,53%   

1983 
-

125,05%     31,34%   78,46%     

1984 -69,22% -0,48%             
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1986 252,26% -8,42%             

1987 -39,75% -3,17%   61,16%   157,97% 57,95% 958 524 

1988   -1,24%   111,05% 3,14%   94,40%   

1989   10,67%   106,83% -7,59%       

1990 -93,00% 4,28%     -4,15%     961 964 

1991 40,31%       10,37% 181,01% 65,64%   

1992 6,57% -3,06% 4 058 975 57,92%     83,92% 944 132 

1993 17,44% 7,16% 1 061 023 29,67%   21,54%   257 212 

1994     4 010 466 54,78%   102,59%   1 155 433 

1996         34,51% 333,71% 57,79%   

1997         37,55% 260,87%   1 994 558 

1998         35,09% 298,00%   381 685 

1999                 

2000                 

2001                 

2002       43,49%         

2003   0,82%   73,36% 37,09%       

2004   11,37%     39,31%   60,23%   

2005   9,69%   83,01% 38,67%       

2006   8,76%   56,60%         

2007   15,17%             

2008   3,96%     35,48%       

2009         41,77%   59,27% 1 297 861 

 

Net Income and Growth Rate 

Net Income Industry Average (real) 

1974 86 633  

1976 109 364  

1977 15 596  

1978 3 608  

1979 -11 902  

1980 26 932  

1981 76 711  

1982 5 739  

1983 89 623  

1984 78 866  

1986 -273 620  

1987 -123 877  

1988 -55 256  

1989 132 110  

1990 52 229  

1991 101 205  
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1992 44 752  

1993 107 963  

1994 142 495  

1996 292 997  

1997 753 134  

1998 218 577  

1999 140 847  

2000 165 833  

2001 340 565  

2002 329 814  

2003 249 852  

2004 522 716  

2005 751 230  

2006 801 864  

2007 334 637  

2008 658 567  

2009 1 122 250  

Average 227 877  
 

Growth Rate Belship Farstad Odfjell Wilhelmsen 
Industry aver-
age 

1974           

1976       26,24% 26,24% 

1977       -85,74% -85,74% 

1978       -76,87% -76,87% 

1979       -13,12% -13,12% 

1980 139,85%   39,76% 1908,91% 1044,26% 

1981       21,82% 21,82% 

1982       -92,52% -92,52% 

1983       393,24% 393,24% 

1984     -57,38% 229,93% 86,28% 

1986       -684,42% -684,42% 

1987 293,57%     -54,12% 119,73% 

1988       -77,94% -77,94% 

1989       412,71% 412,71% 

1990 -76,95%     -51,75% -64,35% 

1991       21,38% 21,38% 

1992       72,73% 72,73% 

1993 226,56%       226,56% 

1994 -35,58%       -35,58% 

1996 -65,56%     -33,26% -49,41% 

1997 -434,09% 696,49% 90,01% 490,28% 210,67% 

1998 -155,98% -31,41% -83,95% -42,58% -78,48% 
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1999 70,12% -67,30% -44,65% -25,00% -16,71% 

2000 43,77% 189,91% -178,55% 46,89% 25,51% 

2001 44,16% 65,62% 597,01% -47,59% 164,80% 

2002 -95,54% 19,80% -42,40% 52,08% -16,52% 

2003 87,24% -54,25% -54,44% 35,52% 3,51% 

2004 1437,75% 31,72% 288,91% 80,34% 459,68% 

2005 -54,89% 59,91% 48,21% 41,72% 23,74% 

2006 38,52% 5,87% -18,46% 22,52% 12,11% 

2007 343,08% -116,32% -107,55% -27,65% 22,89% 

2008 -103,28% 1422,14% 2090,92% -82,64% 831,79% 

2009 917,53% 54,25% -39,50% 692,54% 406,21% 

Average 131,01% 175,11% 1,685292 105,12% 144,94% 
 

  

Inflation in 
Norway 

Exchange rate 
NOK/USD 

1974 9,41%   

1976 9,18%   

1977 9,10%   

1978 8,17%   

1979 4,73%   

1980 10,88%   

1981 13,69%   

1982 11,33%   

1983 8,44%   

1984 6,31%   

1986 5,65%   

1987 8,75%   

1988 6,69%   

1989 4,54%   

1990 4,13%   

1991 3,43%   

1992 2,35%   

1993 2,29%   

1994 1,40%   

1996 1,25%   

1997 2,58% 7,32 

1998 2,27% 7,60 

1999 2,33% 8,04 

2000 3,09% 8,83 

2001 3,02% 9,01 

2002 1,29% 6,94 

2003 2,48% 6,67 

2004 0,47% 6,08 
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2005 1,52% 6,75 

2006 2,33% 6,23 

2007 0,73% 5,44 

2008 3,77% 6,98 

2009 2,17% 5,80 

 

 

Graph A.1 Freight Rate fluctuations from week to week; Source: Clarkson Research 
Service Limited 


