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General View of International
Shipping Industry

Part 1 Reading

Text 1

Pre-reading questions:

1. What problems does international shipping business encounter?
2. What is the difference between tramp shipping and liner transport?

Concept of International Shipping

International shipping, as often called the international ocean shipping, constitutes
a highly significant aspect of world economic and political relationships. The rapid
growth in world trade and the emergence of new national entities in the past decade have
further emphasized the role of international shipping.'

The shipping industry is transporting 90% of the world’s trade. Newly rising
countries have significantly altered the landscape of ocean shipping. According to a
report released by conferences on trade and development of the United Nations in 2006,
goods loaded at ports worldwide are estimated to have reached 7.4 billion tons. This is
equivalent to an annual growth rate of 4.3 percent. Crude oil accounted for 26.9 per cent
of total goods loaded, while petroleum products represented 9.2 per cent.” With the
emergence of China, India and other dynamic developing countries with strong and
sustained growth, the main driver of world economic activity is no longer uniquely
derived from industrial production in developed countries. Production in emerging
dynamic developing countries and economies in transition is more and more driving
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world economic growth and seaborne trade.

World merchandise trade recorded robust growth. Trade in manufactured goods,
which in turn determines containerized seaborne trade, continues to grow significantly,
in terms of volume (7 per cent) and of value (10 per cent). Demand for transport services
naturally grows in tandem with growth in world trade, and receives a boost from the
fragmentation and globalization of international production. The positive correlation
between GDP. merchandise exports and maritime transport is evident.” Against this
background, growth in world GDP and merchandise trade directly impacts on seaborne
trade and demand for shipping services.

Attempts to increase the efficiency of shipping have resulted in technological
progress and change in shipbuilding, cargo handling, and management. The most visible
manifestations of these developments are the very large and automated ships used today
for the transport of oil and bulk cargoes and the introduction of various concepts of
containerization and other forms of unitization in specialty ships.*

Increased ship sizes and new, sophisticated cargo handling equipment have far
reaching effects on port facilities, transportation patterns, and labor requirements—all of
which have repercussions on economic activities. The more dependent a country is on
shipping, the greater is the significance of these repercussions, and the more imperative
it is to be aware of and prepared for the problems likely to be encountered so that proper
policy responses can be taken.

International maritime transportation is facing a wide array of public policy and
business challenges, including the rise in protectionist sentiments, the large increase in
fuel costs, the effects of an apparent economic slowdown, and trying to match the huge
capital investment requirements for new capacity’ with reliable demand forecasting and
adequate pricing.

The movement of seaborne foreign trade involves a total transportation system
consisting of five components. The first of these constitutes the land carriers serving the
domestic ports. In a broad sense, this component encompasses the whole domestic
transportation system. The second component consists of the domestic ports with all of
their facilities: piers, tugs, warehouses, storage, cargo handling equipment, and the like.
In the port, the goods are transferred to the third component, the ocean carriers. These
include domestic as well as foreign flag ships that can be owned or chartered ® and
engaged in liner, special, and tanker carriage. Unloading takes place in foreign ports,
which, with their facilities, make up the fourth component. The land carriers serving the
foreign ports—that is, the receiving country’.s transportation system—are the fifth and
final component of the system.

Of these, the ocean transportation system comprises the three middle components: the
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ocean carriers and the domestic and foreign ports. This system operates in an environment
determined by complex and numerous sets of relationships that involve both domestic and
international economic, technological, social, and political factors influencing world trade
in general. The environment is affected by the major trading and shipping nations as they
effect changes in the conditions under which seaborne trade is moved.

Shipping policies are likely to be different for different countries depending on the
country’s role and participation in world trade and shipping.

The components of the ocean transportation system can also be described in terms
of areas of activity.

1. The carriage of goods;

2. Activities supporting the carriage, such as port operations, manpower, customs
procedures, and other similar activities; and

3. Institutions and policies affecting both the carriage and the support activities,
such as labor unions, government regulations, and international agreements and conventions.

A non-exhaustive list of activity areas would definitely include manpower and
training for seafarers and port labor; ports; naval stores and ship chandelling; freight
forwarding and brokerage; customs clearance and documentation; marine insurance for
cargo, ship, and crew; ship and trade financing; shipyards; navigational aids; and other
facilities.

The whole macro transportation environment is rather complex as indicated above,
but a simple breakdown is bound to be helpful to the understanding of whole panorama.

Tankers

Tankers, designed specifically to carry liquid cargoes, usually petroleum, have
grown to many-compartmented giants of a million metric tons and more. Despite their
great size, their construction is simple, as is, for the most part, their operation. A major
problem with the giant tankers is the severe environmental damage of oil spills, resulting
from collision, storm damage, or leakage from other causes.

Specialized tankers transport liquefied natural gas (LNG), liquid chemicals, wine,
molasses, and refrigerated products.

Liner Service

Liner service consists of regularly scheduled shipping operations on fixed routes.
Cargoes are accepted under a bill-of-lading contract issued by the ship operator to the shipper.
Competition in liner service is regulated generally by agreements, known as
conferences, among the ship-owners. These conferences stabilize conditions of
competition and set passenger fares or freight rates for all members of the conferences.
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In the US, steamship conferences are supervised by the Federal Maritime Commission
in accordance with the Shipping Act of 1916. Rate changes, modifications of agreements,
and other joint activities must be approved by the commission before they are effective.
Measures designed to eliminate or prevent competition are prohibited by law.

Tramp Shipping

Tramps, known also as general-service ships, maintain neither regular routes nor
regular service. Usually tramps carry shipload lots of the same commodity for a single
shipper. Such cargoes generally consist of bulk raw or low-value material, such as grain,
ore, or coal, for which inexpensive transportation is required. About 30 percent of US

foreign commerce is carried in tramps.
Container Ships

In the late 1950s container ships set the pattern for technological change in cargo
handling and linked the trucking industry to deep-sea shipping. These highly specialized
ships carry large truck bodies and can discharge and load in one day, in contrast to the
ten days required by conventional ships of the same size. The rapid development of the
container ship began in 1956, when Sea-Land Service commenced operations between
New York City and Houston, Tex. Barge-aboard, or lighter-aboard, ships, also called
Seabees (sea barges) or LASH (lighter-aboard ships), resulted from an evolutionary
development of the containership. They are capable of carrying about 38 barges, or up
to 1600 containers, or a combination of containers and barges. Their design enables them
to deliver cargo to developed or undeveloped ports, without the need for berthing.

Treaties and Conventions

Many treaties and conventions have been adopted over the years with the objective
of increasing the safety of life at sea. One of the most important agreements provided for
the establishment of the International Iceberg Patrol in 1913, after the Titanic disaster.
Under the International Load-Line Convention of 1930, ship loading was regulated on
the basis of size, cargo, and route of the vessel. The International Convention for the
Safety of Life at Sea’, which governs ship construction, was ratified by most maritime
nations in 1936, and updated in 1948, and again in 1960 and 1974.

These selective aspects are integral parts of the ocean transportation system and
their pervasive interactions can be gleaned from the general overview. As we proceed,
the broad conceptual view will provide us with a constructive understanding.
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