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ABSTRACT

An Empirical Study on the Chartering Decision
in Shipping Firms

Lee Sang Jik

Department of Shipping
M anagement

The Graduate School of

Korea Maritime University

The purpose of this dudy is to emphasze the importance of

chartering decison in the shipping firms. In fact,shipping indusry
doing the bugness in the completely opening market between shipping
firms and cargo owners al over the wolrd.This connectionthe level of
risk on the busness managent of shipping firm is relaively very high
compare with other indudriesIn particularthe decison on the ship
purchase,ship building and ship chartering is very important eement
to decide the future of the company Accordinglythis gudy will
empiricaly prove the essentid eements which will effect to the
decison of the ship chartering and the basc reason why shiping firms
do the decison of chip chatering with the burden of high risk
management.

In order to achieve the a@ove purposesthis sudy conducted the



literature wurvey,the sudy of the theories on the eement which has
very important connection to the decison of chartering and collected
the data from Korea Shipowners Association,

MesssFEARNLEY and MesssCLARKSON. As wédl Multiple
Regresson Methord was used to verify the reaionship between the
element which can be influenced to the decison of ship chartering.

After varificaion of five[5] hypothess againg the scale of
chartering by Multiple Regresson,this sudy has found the followings

1. The fluctuaiion of chartering scale has postive[+] correation
with the
fluctuation of cash flow in shipping firm.

2. The fluctuation of chartering scale has negative[-] correation
with the
fluctuation of profit in shipping firm.

3. The fluctuation of chartering scae has no correlation with the
fluctuaion of
busness scae in shipping firm.

4. The fluctuation of chartering scade has negative[-] corrdation
with the
fluctuation of ship scde in shipping firm.

5. The fluctuaion of chartering scae has postive[+] correation
with the
fluctuation of debt scale in shipping firm.

According to the above rewlts of the sudy,shipping firm do
chaering decison even though it is on the high level of rik in order



to improve cash flow and profit of the company. Furthermorethe
shipping firm who operaive ships efficiently and postively

run into chartering market with high level of risk on chartering
decison.t shows shipping firm has no particular option except the
decison of chartering in order to survive and grow up continuoudy
under unlimited competition in the world-wide opening market.

As a suggedion of this gudy, Korean shipping firms need the
pogtive support of Government and utmog effort of shipping circle
for badc solution to improve cash flow and the profit of the
company For this purpose 1. Government have to support shipping
firm with fund with low interes for replacement of old aged vessds
as wdl release of any redriction for import second-handed tonnage
till Korean shipping firms mantain a cetain level of fleat capacity.
2.Government mud reduce the tax on ship import and regidry with
financid support in order to improve financid daus of shipping
indugry.In the meantime,shipping firm also do their bes to enlarge
company capitd through offering shares for public subscription.
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