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Abstract 

 

Much of the existing research concerning competitive tendering has been related to 

tendering and the public sector. This thesis will however provide an exploratory study 

where in total three cases in relation to the Møre and Romsdal maritime industry are 

investigated. The cases represent the three buyer supplier links in the offshore marine 

service supply chain. In order to explore the tendering processes in relation to this industry 

four research questions were formulated in connection to each of the three cases. The first 

is related to how the process is and how it is managed. The second addresses how quality 

is defined, and the third focus on how these factors are weighted with price and how the 

quality incentive problems that might arise are dealt with. The last addresses how these 

factors are related to the actors’ ability to tackle global competition. In order to provide 

answers to the stated research question a multiple case study is conducted where 

interviews serves as the primary data collection method that is supported by secondary 

sources. The limitations in connection to this study concern that it is not possible to 

generalize the findings. In relation to further research a more quantitative approach 

incorporating all the companies in the cluster should thus be conducted. 

 

The findings show that the tendering processes in its general form in each link is in 

accordance with what is addressed in the literature where determining specifications, 

deciding the bidder’s list and bidder’s short list, request/invitation to tender are the 

common steps in the tendering process. The processes are however complex and there 

might several factors impacting how they are set out and managed. There might be several 

additional actors such as designers, contractors, broker, financial institution that impacts 

how these processes are managed. The complexity of the project can in addition to this 

also have implication. It is seen that more complex projects imply more negotiations as in 

accordance with the literature. Finally, can relation and previous interactions impact the 

processes in terms of which of the actors are selected to be on the bidder’s list and bidder’s 

short list. That the actors are pre-selected contrasts the public tenders that in most cases are 

open to all potential bidders.  

 

The findings also show with regards to quality that it is a total concept in each link that 

depends on several dimensions. The dimensions are related to factors such as the quality of 

the physical product, quality of the service, HSE-measures, on-time delivery, branding and 



V 

 

documentation of these factors. In order to achieve the goals of the oil companies in terms 

of these different factors, it is also seen that it is important to manage the entire supply 

chain. That the quality is total concept implies that the evaluation stage is based on a total 

perspective and not only the price. How this is balanced is however not necessarily 

communicated to the different bidders which contrast the public tender practices where 

this in most cases is done. With regards to the quality incentive problems, the findings 

show that this is avoided by adapting measures such as introducing a pre-qualification 

stage, the seller signaling quality in terms of for instance branding, screening by requiring 

the seller to provide documentation, emphasizing the seller’s reputation and trust between 

the parties in the pre-selection stage, options and the length of the contract.  

 

Finally, the findings show that the actors in the cluster have gained a competitive 

advantage due to the quality that is provided in addition to the relations that the shipping 

companies in this region have developed in connection to many of the oil companies. The 

quality is to a great extent related to the cluster effect and cultural factors when developing 

new solutions. This is supported by branding and aftermarket services. Many of the actors 

in the cluster like Brunvoll, Ulstein etc have managed to develop a strong brand through 

continuous interactions with their customer over time, something which takes time for the 

competitors to imitate. 

 

Keywords: Competitive tendering, quality, Møre and Romsdal, maritime industry 
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1.0 INTRODUCTION 
 

1.1 Background  
 

Competitive tendering is today a highly regarded method when acquiring goods and 

services and is especially common in the public sector where it is applied in order to 

secure value for the tax payers’ money (Spurgeon & Hicks 2003). The EU directives, 

European procurement directive 2004/17 and 2004/18, prohibits tendering as mean of 

acquiring  goods and services within certain threshold values in order to attempt to create 

an open and competitive ground for the member state’s companies (ec.europa.eu 2014). 

Because of this, a lot of the existing research on competitive tendering has been focused on 

the public sector. The existing research on competitive tendering focuses to a large extent 

on the efficiency of the competitive tendering in the public sector and its ability to secure 

value for the tax payer’s money. An additional concern that is addressed in the literature is 

competitive tendering and its ability in terms of securing services that yields a satisfactory 

quality, which is especially important in the health care sector (Mougeot & Naegelen 

2003; Chalkey & Malcomson 1996; Mc Combs & Christianson 1987; Spurgeon & Hicks 

2003). 

 

The private sector and competitive tendering has however not been addressed to the same 

extent as the public sector in the existing literature. The extant literature related to 

tendering and the private sector concerns the similarities and differences between public 

procurement and private purchasing (Arlbjørn & Freytag 2012). This research explains 

that the public procurement follows more strict rules and regulations compared to the 

private sector where the importance of negotiations as an additional mean of acquiring 

goods and services is highlighted. In addition is the element of trust in private purchasing 

an additional factor that is addressed in this literature.  

 

The maritime industry, which is one of the most important Norwegian industries, and 

competitive tendering has however barely been addressed in the extant literature. The 

maritime industry deals with complex products where quality which concerns hard 

quantifiable measures as will be discussed, comes in to play as an important factor in 

addition to the price when the different parties in this industry acquire goods and services. 
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Since quality is such a hard measure to quantify for the parties involved, and since quality 

represents a wide range of other factors than price, then this implies some level of 

negotiations taking place between the involved parties (buyer and sellers). The companies 

in this industry is however still interested in procuring goods and services at lowest 

possible price in order to maximize their profitability and thereby secure a sufficient return 

on the owners investment. An additional concern for a company issuing a tender in this 

industry is therefore how less quantifiable measures represented by the different quality 

factors should be seen in connection with and weighted with quantifiable measures such as 

the price. Important in this relation is also how the buyer’s priorities and preferences in 

terms of price and quality is communicated to the different bidders.  

 

The reason for this is that it represents an advantage for the different bidders to possess as 

much knowledge as possible with regards to the buyer’s priorities in order to win the 

tender. Improving the quality might one the one side make the bidder more attractive in 

terms of this, but improving quality will in some cases also result in additional costs that 

eventually increases the price. Stripping the quality down to a minimum level might in the 

opposite case lead to lower costs that makes it possible for the bidder to underbid the other 

contenders. In order for the bidders to come up with optimal balance in terms of price and 

quality it is therefore necessary to know the priorities of the company issuing the tender.  

 

In addition to this, is it important in relation to quality how the parties can avoid that 

quality is deterred ex-post by the company that has been awarded the contract. For the 

company that has been awarded the contract it might be tempting to deter quality in order 

to gain short term profit. Even though this can be observed ex-post by the parties, it will 

hard be to verify, which implies that it is hard prove that the quality that has been provided 

is not at a satisfactory level. This is especially true when dealing with services. In order to 

avoid this problem it is important that the auctioneer designs a contract that provides 

incentives to the supplier that has been awarded the contract. In addition is it important to 

screen the companies and select companies that are credible in terms of this in the 

prequalification process. Much of the existing literature concerning this issue has as 

mentioned been focused on the public sector especially in connection with the health care 

sector and it will be this interesting to see how this problem is dealt with in the maritime 

sector.  
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This thesis will therefore serve to fill up this research gap in the way that it will provide an 

exploratory framework of competitive tendering and quality in the maritime industry. It 

will focus on competitive tendering and the quality element in each of the different buyer-

supplier links in the maritime supply chain exemplified by three different cases from the 

Møre and Romsdal maritime industry. The Møre and Romsdal maritime industry is 

claimed to be in a unique position due to its alleged ability to innovate and create high 

quality solutions that are valued by its customers (tu.no). Because of this, other factors 

than price are perceived to be important when the different parties in this region acquire 

goods and services from other companies in the maritime supply chain. In other words, can 

the associated quality factors in the tender possibly help explain the alleged uniqueness 

that this cluster experiences. This thesis will therefore in addition attempt to connect these 

quality factors represented in the maritime tenders with the clusters alleged uniqueness and 

its ability to cope with foreign competition. Doing so can help clarify this and provide a 

basis for further research in this area. 

 

1.2 Aim and purpose 
 

The purpose of this study is to explore the tendering processes in relation to the Møre and 

Romsdal maritime supply chain and acquire an understanding of quality and the 

importance of this in relation to these processes. When having acquired an understanding 

of how these processes are executed and the different choice that are made throughout the 

processes and quality in relation to these, it will provide us with important knowledge that 

can help highlight the competitive environment and explain the cluster’s alleged 

uniqueness. This thesis can therefore help to increase the awareness of the decision makers 

involved in these processes. Increasing their awareness can be with regards to the process 

and the associated factors involved and how the company contributes to the cluster’s 

uniqueness.  

 

When exploring competitive tendering in relation to a private sector like the maritime 

sector, important knowledge will also be gained with regards to tendering and the private 

sector.  The thesis can at last also serve as a basis for a qualitative study within this area. A 

qualitative study will provide us with the opportunity to generalize our findings to other 

companies within the cluster. This will be necessary in order to confirm the findings in this 

thesis where three cases are investigated in detail. A qualitative study will be necessary in 



4 

 

order to confirm the findings in this thesis and to make sure that this also applies to the 

other companies present in the cluster. 

 

1.3 Research questions 
 

To fill up the abovementioned research gap we want explore the tendering process in each 

of the different links in the maritime supply chain in addition to exploring the importance 

of the different quality factors in these processes and their significance in terms of the 

Møre and Romsdal maritime cluster and its ability to meet competition from abroad. The 

perspective of this study will as mentioned be each of the different buyer-supplier links 

that are represented in the supply chain. Three different cases will therefore be presented in 

this thesis representing different links in the offshore marine service supply chain.  

 

The first link represents the shipyards and their acquisition of goods and services from the 

equipment and service suppliers. The tendering process and quality in this link will be 

further explored in this thesis by collecting data from Brunvoll AS which represents one of 

the largest equipment suppliers in this cluster. The next link represents the shipping 

companies’ acquisition of new vessels from the shipyards. The tendering process and 

quality in this link will be explored by collecting data from Ulstein Group which represent 

one of the largest shipyards and design service suppliers in the cluster. The final link 

represents the oil companies’ acquisition of offshore marine services from the shipping 

companies. This link will in this thesis be explored by collecting data from Remøy 

Shipping representing one of the shipping companies being present in this region. From 

what has been stated earlier it is therefore possible to derive the following research 

questions relevant for each of the different links that are present in the offshore marine 

service supply chain. 

 

 

Figure 1 - The offshore marine service supply chain and thesis perspective 
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1. What is the competitive tendering process and how is the process managed?  

 

2. How is quality defined in the tendering process? 

 

3. How is the trade-off between achieving a low price and satisfying the quality 

standards balanced, and how are the quality incentive problems dealt with? 

 

4. How do the associated quality factors in the tender relate to the actors’ ability to 

meet global competition? 

 

The research questions are all interconnected and are dependent on each other. The first 

question focuses on the tendering process itself. In this are the different steps that are taken 

and how the process is designed. This research question will first of all help give clarity 

with regards to the process and how the process is set out. The second question more 

specifically focuses on the different quality factors that are a part of the tendering process 

and thereby what is important for the different parties to focus on in addition to price in 

order to win the tender.  

 

The third question is a further extensions of this in which the trade-off between the price 

and quality is highlighted. This question highlights how the hard quantifiable measures are 

weighted together with the price representing a quantifiable measure. Important in this 

relation will be how the company issuing the tender prioritizes between these two 

measures, and how this is communicated to the different parties placing their bid. In 

addition to this are the quality incentive problems highlighted in which the supplier might 

be tempted to deter quality ex-post, and how the maritime companies can avoid this by 

providing incentives. In this question a part of the competitive environment is also 

indirectly highlighted in that foreign actors might offer solution at a lower price while the 

actors that are a part of the cluster might offer high quality solution but at a considerably 

higher price.  

 

The last one is also connected to the others in that the quality factors that are addressed in 

the previous questions are related to the competitive environment of the cluster and its 

ability to meet competition from abroad. It lies in this that companies in the maritime 

cluster might satisfy the abovementioned quality factors in a better way than the foreign 
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competitors and therefore are the preferred choice when issuing the tender/when selecting 

the winner. When one of the actors in the maritime cluster buy from the other actors that 

are a part of the maritime cluster, then this helps to promote the cluster and help secure 

long term sustainability for the industry in this region. 

 

1.4 Structure of the paper 
 

The purpose of this study and the research questions has already been presented in this 

introduction chapter. In the continuation, we will in the next chapter present some 

background information with regards to the industry. The shipbuilding value chain and the 

marine operations in relation to the petroleum value chain will be presented. In additional 

to this will other important actors and interest groups be presented. After providing an 

overview of this, an overlook of the Norwegian maritime industry will be presented where 

the Møre and Romsdal cluster is considered in a separate sub-chapter. In this chapter the 

structure and developments in relation to the different vessel segments in this region will 

also be presented.  

 

In the third chapter the most important literature will be presented. This part first presents 

theory in connection to purchasing and supply chain management that is followed by a 

chapter related to auctions and the most important theory in connection to this. This 

chapter is followed by a sub-chapter where quality is considered and how the literature 

perceives this concept. After this some public tendering practices are presented in order to 

complement and contrast our case. Finally, in this chapter the theory concerning 

monopolistic competition and competitive advantage is presented in order to help explain 

how these factors related to the actors’ ability to tackle global competition. A summary is 

also provided where what has been addressed in the literature is connected to the research 

questions.  

 

The fourth chapter provides an overview over the methodology. The sub-chapter in this 

relation concerns the research design, data collection and how validity and reliability is 

ensured. The fifth chapter provides an overview over the empirical findings in each of the 

three different cases. In the sixth chapter these findings are discussed in relation the 

research questions where each questions constitute a respective chapter. In the final 

chapter a conclusion is provided in addition to that the direction for further research is 
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pointed out. The different chapter in the continuation of the thesis is found in the figure 

below.    

 

2.0 INDUSTRY 
 

2.1 The maritime industry 
 

The maritime industry can be defined as all companies and enterprises that own, operate, 

build, design and deliver equipment or specialized services to vessels and other floating 

units (Jacobsen 2011). This is a broad definition including companies also operating within 

other business areas thus implying only a partly involvement in the maritime industry. The 

focus in this thesis will however be the maritime companies that are involved in the supply 

of offshore services to the petroleum sector. This is due to the fact that most of the 

maritime companies in the Møre and Romsdal region are somehow as we will see, either 

directly or indirectly, involved in the supply of these services to the petroleum sector. In 

this part we will after providing a general overview of the current newbuilding market 

present the shipbuilding value chain and the petroleum value chain in addition to other 

actors and interest groups. 

 

 

 

Figure 2 - Figure illustrating the different chapters and the structure of the paper in the continuation of 

the thesis 
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2.1.1 General overview 
 

From the figure it can be seen that most of the new builds today are built at Chinese 

shipyards. This is especially true in terms of the more standardized platform supply vessels 

where the majority are built at Chinese shipyards followed by American and Brazilian 

shipyards. In total over 60 % of all the platform supply vessels under construction, are 

built at Chinese shipyards (Farstad 2013).  In terms of the Norwegian actors, there has 

however been a development in terms of that the actors to a greater extent have been 

focused on developing subsea vessels. These vessels are more complex vessels, as will see 

later on when presenting the petroleum value chain, which demands a greater level in 

terms of quality. In terms of quality, these vessels belong to the upper segment due to the 

fact they are vessels that require a wide range of different equipment and functionality in 

order to succeed with supporting the subsea operations. In total were 35 % of all the subsea 

vessels under construction at the beginning of 2014 built at a Norwegian shipyard (Farstad 

2013). This shows that the Norwegian actors are in a leading position when it comes to the 

development of more advanced vessels.  

 

 

 

 

 

 

 

 

 

 

2.1.2 The shipbuilding value chain 
 

As mentioned are most of the maritime companies situated in the Møre and Romsdal area 

somehow involved in the supply of marine offshore services to the petroleum sector. The 

companies might be directly involved in the supply of these services or indirectly by 

providing vessels, equipment or services to the companies that provides these offshore 

services to the oil companies and contractors. The maritime sector might be divided in to 

two parts where we on the one side have the service suppliers and where we on the other 

Figure 3 - An overview of the new build activity based on place of 

construction (Farstad.com 2013) 
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side have the ship industry providing equipment and vessels to the service providers 

(Benito et al. 2003). In the continuation, we will first have a closer look at the shipbuilding 

value chain and the different parties that are involved here. After giving a closer 

description of this value chain and the main parties associated with this, the different 

marine services will in the next sub-chapter be described and seen in connection with the 

value chain of the petroleum sector.  

 

The design offices are involved with a vessels conceptual design and they therefore 

cooperate closely with the shipyards in order to design vessels that match the shipping 

companies’ and/or the shipyard’s criteria (ECORYS 2012). Many of the design offices are 

because of this also an integrated part of the shipyard. An example of this is Ulstein Group 

where the design office amongst others is an integrated part of the consolidation together 

with the shipyard (Ulstein.no 2014a).  The design offices also cooperate closely with other 

parties like the classification societies, marine equipment suppliers and other actors in the 

value chain in order to secure innovative design and solutions (ECORYS 2012). 

 

The marine equipment suppliers provide equipment and components that are used by the 

shipyards when constructing the offshore vessels. The components and equipment that is 

supplied by this party can have a major impact on the vessels performance and/or 

operational costs, and because of this is cooperation between the suppliers and shipyards 

important in order to secure supreme vessels in terms of performance and operational costs 

(ECORYS 2012). The recent years many shipyards have relied heavily on outsourcing and 

the importance of the marine equipment suppliers has therefore increased the last couple of 

years. Because of this development, the new situation now is that the suppliers develop 

equipment packages and supply these to the shipyards that handle the final assembly of the 

vessel (Oterhals 2011).  

 

The shipyards assemble the different equipment and components in to the final offshore 

vessels that are eventually sold to the shipping companies. Due to the recent development, 

in that the shipyards outsource many of the activities, they might now be perceived as 

system integrators that combines different solutions and innovations from the parties 

downstream into an assembled vessel (ECORYS 2012). Their position as a system 

integrator therefore involves close cooperation with the design offices and the marine 
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equipment suppliers when attempting to develop new innovative solutions and design 

(ECORYS 2012).  

 

The offshore shipping companies as mentioned acquire their vessels from the shipyard and 

have several vessels in their fleet that are able to provide different services for the oil 

companies and contractors based on their specific needs and the context.  The shipping 

companies and their vessels are involved in several of the stages in the petroleum value 

chain as will be discussed later. The offshore shipping companies are in other words 

companies that own and operate a wide range of offshore vessels that provides services 

that are essential for the oil companies in order to be able to extract oil offshore (Norges 

Rederiforbund 2012). 

 

 

Figure 4 - The shipbuilding value chain (ECORYS 2012; Oterhals 2011) 

 

2.1.3 The petroleum value chain and marine offshore services 
 

In order to describe the wide range of marine offshore services and vessels that the 

offshore shipping companies provide to the oil companies and other parties operating 

offshore, it is useful to see them in connection with the different steps in the petroleum 

value chain. To have a basic overview of the offshore marine services and the type of 

vessels that are provided to the petroleum sector is a useful context. The tendering process 

might be altered in a different way depending on the type of vessel that is provided. We 

might also experience that quality, which we will define later, are of greater importance in 

some segments than in other. This can be understood in that for instance subsea operations 

are more complex operations than compared to basic supply operations. Because of this 

situation, the vessels providing subsea services might demand a higher level of quality 

than the vessels providing more basic supply services.  
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Figure 5 - The petroleum value chain (Norges Rederiforbund 2012) 

 

The offshore shipping companies are as mentioned earlier engaged in activities throughout 

the entire value chain of the petroleum sector. The first step in the value chain where the 

offshore shipping companies are involved is the investigation part (Norges Rederiforbund 

2012).This part is conducted before the oil exploration can begin and it includes a 

thorough mapping of the sea floor in order to get information with regards to possible 

drilling spots (Norges Rederiforbund 2012). In order to be able to map the sea floor 

thoroughly it is necessary to use seismic vessels that possess these properties. The field 

development stage also requires the offshore shipping companies services. During this 

stage construction support vessels are required in order to support the operation (Norges 

Rederiforbund 2012).  

 

The shipping companies are also engaged in order to support the day-to-day operations 

that are necessary in order to ensure production. In this phase, supply vessels are acquired 

in order to ensure this. During the production phase shipping companies and their vessels 

are engaged in order ensure floating production, storing capabilities and opportunities in 

terms of offloading. When the life of an oil field has ended, offshore vessels are also 

required in order to assist in the platform removal (Norges Rederiforbund 2012). 

 

We might classify the different offshore shipping companies into three sub-categories 

based on the service they provide and the type of vessel they operate: offshore service 

companies, seismic survey companies and subsea contractors (Norges Rederiforbund 

2012). The fleet of first sub-group consists mainly of anchor handling vessels (AHT and 

AHTS) and platform supply vessels (PSV). The anchor handling vessels’ tasks consists of 

towing the platform to new locations and reanchoring (Norges Rederiforbund 2012).  

Many of these vessels are also capable of supplying the oil rigs. The difference between 

the anchor handling vessels and the platform supply vessels is that the anchor handling 
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vessels have winches and sterns that allow for towing and anchor operations (Norges 

Rederiforbund 2012). The machinery is in addition to this designed specifically in order to 

handle such operations. The platform supply vessels are on the other hand specifically 

designed for the purpose of supplying the oil platforms. The tasks of these vessels consist 

of transporting personnel and cargo to and from the oil platform. The cargo that these 

vessels transport includes mostly chemicals, fuels and other materials that are used in the 

drilling process (Norges Rederiforbund 2012).   

The next sub-group presented above is the subsea contractors. This group has a fleet of 

subsea vessels that are engaged in underwater operations (Norges Rederiforbund 2012).  

The services of these vessels are needed in order to install and repair subsea production 

installations. The subsea vessels are more complex and costly than compared to many of 

the other vessel types. The reason for this is these vessels require special equipment in 

order to be able to support subsea operations (Norges Rederiforbund 2012).  This group’s 

fleet might consist of the following specialized vessels supporting different phases of the 

subsea operations: MPSV, ROV Support Vessels, Pipe Laying Support Vessels, 

Construction Support Vessels and Diving Support Vessels (Norges Rederiforbund 2012). 

The third sub-group consists as mentioned of the shipping companies engaged in seismic 

activities. The companies engaged in such activities mostly only own seismic vessels. 

These types of vessels are used in order to map the sea floor to attempt to spot potential 

drilling spots (Norges Rederiforbund 2012). 

 

 

 

Figure 6 - Bourbon Mistral: One of the PSVs in 

the Bourbon fleet (Bourbon-offshore.no 2014a) 
Figure 7 - Bourboun Surf: An AHTS vessel in the Bourbon 

fleet (Bourbon-offshore.no 2014b) 
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2.1.4 Other actors and interest groups 
 

In addition to the actors directly involved in the value chain there are also other influential 

actors and interest groups that play an important role in and influence the other parties in 

the chain. The reason that it is important to give a basic overview over the most important 

actors is that some of these actors and their position help decide important parameters in 

the tender. If one of the shipyards for instance is able to gain better financial terms from 

their bank than compared to what its competitor is able to, then this might help decide the 

outcome of the tender. The most important actors associated with the maritime sector are 

depicted in the figure below.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 9 - Oceanic Sirius: A Seismic research vessel 

built by Ulstein Group for Oceanic Seismic (Ulstein.no 

2014b) 

Figure 8 - Seven Viking: An inspection, maintenance and Repair 

vessel (IMR) used for subsea operations built by Ulstein for 

Eidesvik Seven AS (Ulstein.no 2014c) 

Figure 10 - Actors and interest groups associated with the maritime offshore 

industry (Ulstein 2013). 
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Classification societies  

 

One of these other actors is the classification societies. The classification societies are 

responsible for developing standards and inspecting that the different actors comply with 

these standards (ECORYS 2012). This might for instance be technical standards in relation 

to the design and construction of the vessels. In order to make sure that the different parties 

comply with these standards, the classification societies conduct surveys and inspections 

of the vessels and their systems (ECORYS 2012). The main focus of the classification 

societies when conducting surveys and inspections of the vessels is safety.  

 

Many of the classification societies are however climbing upwards in the value chain from 

traditionally focusing mostly on finished vessels and their compliance with the developed 

standards (ECORYS 2012). Many of the classification societies now interact with other 

parties situated further up in the value chain like the equipment suppliers and design 

offices. The interaction with these parties in the value chain involves innovations which 

are able to improve the vessels efficiency in terms of fuel and reducing the operating costs 

(ECORYS 2012). This interaction has amongst others contributed to a wide range of 

innovations in terms of vessels and greening. Some of the largest classification societies 

are: Germanischer Lloyd, Det Norske Veritas, Lloyd’s register and the American Bureau 

of Shipping. 

 

Financial institutions 

 

Another important party to be mentioned in relation to the actors in the value chain is the 

companies providing access to capital such as banks and other financial institutions. 

Access to capital can be an influential factor in this market in that it helps determine the 

demand for vessels in the market (ECORYS 2012). There are in general several ways in 

which the parties can get access to funding. What these different ways have in common 

however is that the either have to deal with equity or debt.  

 

In order to get access to capital the party raising funds might first of all address the owners 

and ask if the funds can be provided. An additional way of acquiring funds is to address 

banks and submit a loan request (ECORYS 2012). In terms of providing credit the 

authorities also play a crucial role through different credit arrangements, which we will 
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come back to later. In addition it is also possible for the parties to acquire the funds 

exploiting the capital markets through for instance issuing bonds (ECORYS 2012). It is 

also possible for the parties to develop a so-called “stand alone structure” in order to 

finance the vessels for instance through creating companies that acquires the vessels on 

behalf of for instance the shipyard and thereby transferring the financial risk to this 

specific investment company (ECORYS 2012).This structure might also be developed in 

cooperation with other parties forming a joint partnership where the financial risk is split.  

 

In relation to funding and the shipping companies’ acquisition of vessels, is a central 

question the pre-delivery financing of the vessels. In order for the shipyards to be able to 

acquire the necessary parts from the suppliers, it is advantageous from their side to have an 

as large part as possible of the payment before the actual delivery of the vessel. The 

shipping companies however prefer to pay an as small amount as possible until final 

delivery of the vessel. This situation can be dealt with in that the shipping companies pay a 

certain amount when the project reaches certain milestones like for instance contract 

signing, steel cutting etc (ECORYS 2012).  Another way of solving this that the buyer 

pays a certain percentage up front and then the rest of the money are paid at the time of 

delivery. In relation to this are refunding guarantees a central issue in that the buyer has 

guarantees that the bank will repay the amounts that have been provided in a bankruptcy 

situation (ECORYS 2012). Both the payment distribution between the parties and the 

refunding guarantee are therefore negotiable factors that can be decisive in a tender 

situation in this link.  

 

Authorities 

 

Another major actor that is involved in this industry is the authorities. The authorities are 

directly and indirectly involved in several ways. As mentioned are the authorities involved 

on the financing side in terms of in terms of providing guarantees and subsidies to the 

industry. Many governments have established government credit agencies that provide 

credit to the customers of the national export companies (ECORYS 2012).  The 

Norwegian government agency, Eksportkreditt Norge, provides such credit to amongst 

others the Norwegian maritime companies that exports vessels to abroad actors 

(Eksportkreditt.no 2014). The authorities might also in addition to this aid the maritime 

companies by supporting research and development (R&D) projects.  The Norwegian 
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research council (Forskningsrådet) and the Norwegian government has amongst others 

initialized a program called MORAFF where the goal is to support innovative projects 

with the areas environment, advanced maritime operations and advanced logistics and 

transportation (Forskningsrådet.no 2011). The governments also play a crucial role in 

terms of legislation and adopting new policies that might range from tax levels in the 

petroleum sector to policies that affect the wage levels of the shipping companies’ crews. 

Finally, the authorities have also a responsibility in terms of the education system in order 

to make sure that enough qualified personnel are educated to the maritime sector.  

 

Brokers 

 

One last important actor to be mentioned in connection with the different actors in the 

maritime industry is the brokers. The brokers are independent parties that attempt to match 

the buyers, which in this industry might for instance be the shipping companies, with 

potential sellers that in this industry might be the shipyards or design offices. The brokers 

possess detailed knowledge concerning the different market actors, the yards and their 

capacities and the prevailing trends in the market (Fearnleyoffshore.no 2014). The brokers 

might either be involved in the newbuilding process through assisting the client through all 

the different stages in contracting a new vessel or by handling transactions that regards 

offshore units (Fearnleyoffshore.no 2014). The brokers in other words have an in-between 

role where they can exert influence in the negotiations between the parties. From this it is 

therefore seen that the brokers might be an influential actors that helps decide the outcome 

of the tender if being involved in the transaction. A clarification of their role and influence 

in the tendering process is therefore necessary in the continuation of this thesis when 

investigating the tendering process and how it is managed. An example of brokers 

involved in the offshore maritime industry is amongst others Fearnley and RS Platou. 

 

2.2 The Norwegian maritime industry 
 

In this part an overview of the Norwegian maritime industry will be provided. A general 

overview of the industry will at first be provided where the different regions and their 

characteristics will be described. After this the Møre and Romsdal maritime cluster and its 

characteristics will be presented. The different segment structures and its development will 

finally be presented in relation to the cluster and the remaining Norwegian regions.  
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2.2.1 General overview 
 

The maritime industry in Norway might be separated into the eight following regions: 

Møre and Romsdal, the Bergen region, Oslofjord, the Stavanger region, Southern Norway, 

Haugaland/Sunnhordland, Trøndelag and Northern Norway (Maritimt forum 2012). In 

terms of value creation, the Stavanger region dominates. In this region, companies that are 

engaged in rig and other technological services to the oil and gas industry seem to 

dominate as can be seen from the figure below. The second largest region in terms of value 

creation is the Oslofjord region. In this region the deep sea shipping companies are 

situated. Many of the shipping companies engaged in seismic activites are also situated in 

this area such as PGS and WesternGeco. In addition to this, can most of the financial and 

law firms be found in this region (Maritimt forum 2012). In this region the two largest 

banks DNB and Nordea are situated in addition to one of the largest classification 

companies, Det Norske Veritas. Two important companies engaged in shipbroking 

activites, Platou and Fearnley, are also situated in this region (Maritimt forum 2012). 

 

The Bergen region, which constitutes the third largest region in terms of value creation, is 

dominated by shipping companies that are engaged in either deep sea shipping, drilling 

and other production services or marine offshore services (Maritimt forum 2012). Major 

shipping companies in this region is amongst others DOF and Dolphin Geo. DOF 

represents one of the largest offshore shipping companies while Dolphin Geo is engaged in 

seismic activites (Maritim forum 2012).  

 

The fourth largest region in terms of value creation is the Møre and Romsdal maritime 

cluster. In this region the offshore shipping companies dominate in addition to shipyards 

and equipment suppliers (Maritimt forum 2012). In the southern region the equipment 

suppliers seem to dominate. The rest of regions seem to be less specialized regions 

compared to the other regions, especially is this the case for the northern regions (Maritimt 

forum 2012).The Trøndelag region represents one of the smallest maritime regions, but 

this however represents an important one in terms of research. The two institutes NTNU 

and MARINTEK, which both are situated in this region, are the most important ones in 

this relation (Maritimt forum 2012). 
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2.2.2 The Møre and Romsdal maritime cluster 
 

The maritime cluster located in Møre and Romsdal is today considered to be one of the 

world’s leading maritime offshore clusters. The cluster is known for its ability to innovate 

that is supported by the interplay between the different parties in the cluster. The cluster is 

one of the most complete regions in terms of the maritime companies it exists of. The 

equipment suppliers, designers, shipyards and offshore shipping companies are all present 

in this region and they all contribute in almost equal manner to the value creation in this 

region. As is illustrated in the figure below, do the shipping companies constitute around 

40 % of the total value creation in the region. The equipment suppliers however constitute 

around 20 % of the value creation as the case also is with the shipyards. The design offices 

constitute around 10 % of the total value creation in this region.   

 

 

 

 

 

 

 

 

 

 

Figure 12 - The value creation in the respective regions across 

five different subgroups (Norges Rederiforbund 2012). 
Figure 11 - The maritime industry in eight 

different regions (Maritim forum 2012). 

Figure 13 - The Møre and Romsdal maritime 

cluster's value creation across different 

subgroups (Maritimt forum 2012) 
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The cluster today in total consists of 172 equipment suppliers, 14 design offices, 14 

shipyards and 18 shipping companies (Hervik, 2013). Amongst the most significant 

equipment suppliers in this region, is it possible to find companies like Rolls-Royce 

Marine, Brunvoll AS and Glamox International (Bremnes et al. 2011). When it comes to 

the design offices in this region are some of the most significant ones Hayvard Design, 

Ulstein Design, Rolls-Royce Marine and Marinteknisk (Bremnes et al. 2011). In terms of 

the shipyards we have that Ulstein, Vard and Kleven Maritime represent the some of the 

most important companies in this region (Bremnes et al. 2011). As mentioned earlier is the 

majority of the offshore shipping companies located in this area and some of these that are 

located here is amongst others Farstad Shipping, Bourbon Offshore, Island Offshore, 

Olympic, Havila Shipping and Rem Offshore (Norges Rederiforbund 2012). 

 

2.2.3 Segment structures and development 
 

When considering quality in relation to tendering, it is important to have an overview of 

the development within the different segments and the contracting of new vessels 

associated to these. The reason for this is as mentioned that there exist a difference 

between the different segments with regards to quality and the importance of this.  As 

mentioned require for instance subsea operations more complex vessels with different 

equipment compared to the more basic supply operations that is provided by the platform 

supply vessels. The type of vessel that is contracted does in other words have direct 

implications in terms of the tendering process and the quality factors associated to this. A 

basic overview of the different segments and the development within these is thus 

required. This overview will be presented in relation to the development in the cluster that 

is contrasted with the development within the rest of sectors in Norway. 

 

What is seen from the development across the different segments is that the vessels that are 

being contracted by shipyards in the cluster are mostly associated to the more complex 

subsea vessels. Both in year 2012 and 2013 have the subsea vessels represented the largest 

share based on contract value of the vessels that have been contracted in this region. The 

pattern is however not the same in terms of the other Norwegian shipyards where the 

picture is more mixed as seen from the figure below. That one of the segment represent a 

large share in terms of contract value might be related to that the contract value of each 



20 

 

different vessel is large or to that the number of vessels that are being contracted within 

that specific area is significant.   

 

 

 

The figure below however confirms that the average contract value in terms of the more 

complex subsea vessels has developed and that they seem to be considerable higher than 

the more basic vessels types like PSVs. What can be concluded based on this information 

is that it seems that there is a development within the cluster in terms of building more 

complex vessels situated in the high quality segment. The actors seem to benefit in terms 

of the increased willingness to pay in relation to quality. In the last figure below is it also 

shown that these vessels in the high quality segment that are contracted by shipyards 

within the cluster are contracted on behalf of Norwegian shipping companies where the 

majority in 2013 was situated outside the cluster. 

 

Figure 15 - Offshore vessels contracted based on 

contract value at shipyards in the cluster across 

different segments (Hervik 2013). 

Figure 14 - Offshore vessels contracted based on 

contract value at Norwegian shipyards outside the 

cluster across different segments (Hervik 2013). 

Figure 17 - Offshore vessels contracted based on 

contract value at shipyards in the cluster across 

different shipping company categories (Hervik 2013). 

Figure 16 - The average price based on average 

contract value across the different segments (Hervik 

2013). 
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The pattern in terms of increased willingness to pay in relation to vessel in the high quality 

confirms the forecasted pattern that was suggested by Hervik et al. (2010) in which the 

shipping companies orients towards more advanced operations in global markets. This was 

intensified after the Deepwater Horizon accident in the Gulf of Mexico where the 

Norwegian shipping companies were heavily involved. The accident led to an increased 

focus in terms of safety and other HSE-measure, which are important parameters in terms 

of quality (Hervik et al. 2010). Possible future operations in the arctic will in the future 

help intensify this pattern in which arctic operations demand a greater level in terms of 

quality. That the majority of the actors focus on the high quality segment however also 

creates niche markets that are possible for some of the actors in the cluster to exploit. 

 

3.0 LITERATURE REVIEW 
 

3.1 Introduction 
 

In this part the relevant literature in relation to this thesis will be provided. It will provide 

the academic context for the thesis in terms of providing the relevant framework, theories 

and concepts. In the first part of this literature review we will first of all present the theory 

associated to purchasing and supply chain management. It is important to have an 

understanding of this as it is necessary to frame tendering and what this refers to within the 

language of this literature. This can help explain the process, the different choices that are 

made throughout the process and the different factors impacting the decision whether one 

should tender or not. In the next part the literature will be consulted in order to understand 

auction and the most important theory associated to this. The reason that this is important 

is that auction theory can help explain some of the choices that are made with regards to 

the tendering process and the reason for this. This stems from that competitive tendering in 

fact is a procurement auction where one buyer (auctioneer) is interested in receiving bids 

from several sellers.  It is also important in order to provide a clarification of the different 

terms that are used in the literature. In the literature the terms auction, procurement 

auction, tendering, competitive bidding etc are used interchangeably and it is thus 

necessary to provide a clarification of this. 

 

The third part will consult the literature in order to attempt to define quality and how this is 

perceived in the literature. Quality can as mentioned earlier in relation to the maritime 
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industry, be a wide range of factors and it is because of this important to refer the literature 

in order to be able later to frame the empirical findings within this context that is provided 

by the literature.  The fourth part will provide us with an overview of the tendering 

practice in the public sector. In this the public framework prohibiting tendering will be 

presented in addition to practices from the bus sector and maritime sector respectively. 

Important in this relation is what quality is in relation to these two sectors and how these 

hard quantifiable quality factors are weighted with the price in order to select a winner of 

the tender. It is in addition to this important to see how the process and the contract are 

designed. Understanding the tendering practices in the public sector can provide us with an 

insight with different approaches with regards to this, which eventually can help contrast 

and complement our case. In the last part the theory associated to monopolistic 

competition and how a company can achieve a competitive advantage will be presented. 

The theory and model that will be presented can provide us with an understanding with 

regards to the quality factors and how they relate to the cluster’s ability to face competition 

from abroad.  

 

3.2 Purchasing and SCM 
 

3.2.1 Supply chain management 
 

Supply chain management is by Cooper et al. (1997) defined as a concept that ensures 

integration of business process to the ultimate end user through suppliers that ensures the 

provision of information, physical goods and services. This in other words imply planning 

and controlling all the processes from the suppliers upstream the supply chain to the 

ultimate end-customer that is situated downstream in the chain (Harrison & Van Hoek, 

2013). The processes that should be planned and controlled involve demand management, 

customer service management, manufacturing flow management, product development, 

customer relationship management, order fulfillment and procurement (Lambert & 

Cooper, 2000).  

 

Logistics however can in many ways be seen as a subcategory of supply chain 

management. Logistics involves the coordination of the material and information flow in 

supply chains in order to satisfy the needs of the end-customer and it is thus seen that 

logistics is only one of many important aspects within the supply chain management area. 

The difference according to Lambert et al. (1998) is that logistics deals with what is refer 
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to by the authors as “point-of-origin to point-of-consumption” (Lambert et al. 1998, p. 3). 

When defining supply chain management the important elements are thus process 

integration from upstream suppliers and downstream customers in order to serve the 

ultimate end-customer in a better way. A supply chain in its nature can however be rather 

complex and an important part in this relation is who is considered to be member of the 

supply chain. Mentzer et al. (2001) defines three categories in order to describe supply 

chain complexity.  

 

The first category is the direct supply chain and consists of all the suppliers that are 

somehow involved the upstream or downstream flow of materials or information. The next 

category is the extended supply chain that consists of the supplier’s supplier and the 

customer customer’s that are involved in upstream and downstream flow of materials or 

information. The last category is the ultimate supply chain that includes the likes of 

financial and third party logistics provider in addition to different market research firms. 

Lambert et al. (1998) distinguish the supply chain members on the basis of their 

importance in terms of business process involvement that result in a particular output. The 

primary members are those directly involved in managerial activites while supporting 

members consist of only those who provide resources, knowledge etc to the primary 

members. The supporting members according to this way of categorizing the members 

consist of the financial providers and market research firms as mentioned above. 

 

3.2.2 The purchasing concept and its role 
 

Purchasing is by Weele (2010) defined in the following way: 

“The management of the company’s external sources in such a way that the supply of 

all goods, services, capabilities and knowledge which are necessary for running, 

maintaining and managing the company’s primary and support activites is secured at 

the most favourable conditions.” (Weele 2010, p. 8). 

 

Purchasing is in other words according to this definition concerned with the company’s 

primary and support activities. To understand what is meant by primary and secondary 

activities it is necessary to refer the value chain concept as developed by Porter (1985). 

Porter in his value chain concept separates a company’s value chain activities into primary 

activites and secondary activities that all together contributes to providing a good or 
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service to the marketplace. The primary activites are according to Porter (1985) those 

activites that are directly involved when creating and transforming the product or service 

that is provided to the customer, and this category consist of inbound logistics, operations, 

outbound logistics, marketing and sales and service. The secondary activites are however 

those activites that supports the primary value creating activites and this category consist 

of procurement, technology development, human resource management and firm 

infrastructure (Porter 1985). The different activites and the value chain can be summarized 

in the figure below. 

 

 

 

 

 

 

 

 

 

 

From this concept procurement is as mentioned one of the secondary activites that are 

needed in order to support the primary activities that deal with the transformation of the 

physical good or service provided to the customer. Procurement exactly deals with all the 

activites that are necessary in order to provide the product from the supplier to the final 

customer. It is thus clear that procurement includes the purchasing function in addition to 

encompassing other important activites like transportation, storing, inspections and quality 

control (Weele 2010).  The procurement activity should support both the primary and the 

remaining secondary activites. When it comes to the primary activities, the procurement 

function should first of all be in accordance with the necessary materials as required by 

inbound logistics, operations and outbound logistics respectively (Weele 2010).  

 

The requirements as posed on the procurement function might however differ depending 

on how the manufacturing system is organized when a company produces a physical 

product.  The make to stock system is based on that finished products are produced based 

on forecast and that the company carries an inventory of the finished product that are 

eventually sold to the customer (Weele 2010). The make to order structure involves that 

Figure 18 - The value chain and different activites. 

Acquired from google.com originally from Porter (1985) 
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the company carries certain raw material or modules that are eventually manufactured 

when the customer places his order (Weele 2010). The engineer to order structure however 

involves that everything is project specific and that the production will depend on the 

specific customer order (Weele 2010). In our case, the shipyards’ manufacturing structure 

is in accordance to this system in that new vessels in most cases (if not producing a series 

of vessels) are project specific. 

 

The procurement activity should however not only support the primary activites but should 

in addition to this as mentioned also support the secondary activites. The secondary 

activites are however to a large extent routine purchase and amongst others involve 

computers and office equipment, food, cleaning materials etc (Weele 2010). Some of these 

purchases might however also be project specific in terms of their uniqueness and price 

tag. The difference in terms of these purchases is however that they are not used directly 

when manufacturing the product. 

  

3.2.3 The purchasing process 
 

The purchasing process consists of six different steps that are interlinked as depicted in the 

figure below. The first step involves determining the specifications. In this relation on 

should however separate between the functional speccs and the technical speccs. The 

functional specifications involve what the product must include in terms of amongst other 

functionality in order to satisfy the company’s needs (Weele 2010). The technical 

specifications are however at a more detailed level where specific product attributes and 

characteristics are included accompanied by complex drawings and such. The technical 

specifications also include the supplier’s responsibilities in term of different activites that 

will be conducted by their side (Weele 2010).  

 

The technical specifications and the functional specification together make-up the 

purchase order specifications that are eventually sent to the supplier. This part consists of 

the technical part as described by the technical specification where the design, quality and 

other technical issues are described (Weele 2010). In addition to this are the logistics 

specifications included where the time of delivery, quantity etc are included. The 

maintenance specifications, which also are included in the purchase order specifications, 

includes how the supplier will maintain the product by providing services and spare parts 
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(Weele 2010). In addition to the above mentioned are requirements related to 

environmental and legal factor included and how the product, production process and 

supplier should comply with these different requirements. The document does at last 

include the maximum acceptable price that incorporates the financial constraints on the 

specific project that are decided by the company (Weele 2010). 

 

  

 

 

 

 

 

 

 

 

 

 

The next step as showed in the figure above is the supplier selection stage. This stage 

includes selecting a supplier that manages to satisfy what is described by the specifications 

in the previous steps. The previous step might already have excluded some suppliers that 

are not able to deliver what is described by the company in the specification and it is thus 

seen that the two stages are closely connected with each other. This also underlines the 

importance of developing proper specifications. In some situation it is also necessary to 

involve suppliers in order to develop a specific, unique solution that is tailored to the 

customer’s needs and in this situation it can be advantageous to include suppliers that 

possess this ability. The shipyards/design office might for instance be interested in 

involving some important equipment suppliers when developing new solutions in order to 

satisfy the needs of the shipping companies in a better way. 

 

The first important step in term of the supplier selection stage is deciding the type of 

contract that is to be used. The company might either rely on a fix-priced contract, cost-

reimbursable contract and a unit-rate contract (Weele 2010). The fixed-priced contract 

involves that the company receives a fixed price and that it is specified when the work 

should be completed (Weele 2010). The cost-reimbursable contract involves that the 

Figure 19 - The purchasing process and the different stages. Acquired from 

emeraldinsight.com (2014) originally from Weele (2010). 
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supplier receives its payment after the completion of the activity typically after the day is 

due or after a certain number of hours have been reached. The unit rate involves that the 

supplier receive payment according to what is actual being produced (Weele 2010). It is 

important to note that the actual contract that is chosen might have implications in term of 

potential incentive problems that might arise. These incentive problems are described in 

detail under the auctions section. 

 

The next step during the supplier selection stage is to pre-qualify potential supplier and to 

put them on the so-called “bidders’ list” (Weele 2010). This list consists of the suppliers 

that are capable of doing the required job. The purchase order specifications in addition to 

additional criteria such as the company’s previous experiences with the supplier or other 

criteria help decide who is actually put on this list (Weele 2010). The third step consists of 

issuing the request for quotation and evaluating the different bids that have been received.  

 

Prior to issuing the request for quotations is it possible for the company to have an 

additional step where they company issues a request for information where the suppliers 

are required to provide information about previous projects and references (Weele 2010). 

This will however depend on the company’s preference in terms of how open the process 

should be. These suppliers that are qualified will now in the initial stage receive a request 

for quotation (or request for tender in the public sector) that is an invitation to the chosen 

supplier to submit a bid that is according to the specifications and other requirements in the 

document (Weele 2010). The last step in this stage is to evaluate the different bids that are 

received from the qualified suppliers. In this step the company needs to balance different 

factors and in this relation how it should weigh the quantifiable measures like price with 

the more hard quantifiable measures such as the quality, environmental and legal aspects 

etc. in order to rank the different suppliers. It is these steps at the supplier selection stage 

that constitutes the tendering process (Weele 2010).This part is thus connected to the 

auctions part and the quality part in this literature review. It is also connected to the public 

tendering and practices part where this practice will be outlined in the public sector. 

 

After the preferred supplier has been chosen by the company, the next stage is the contract 

and negotiation stage. In this stage the most important issues are related to the type of 

contract and the terms of delivery (Weele 2010). The parties as mentioned have several 

different contract arrangements that can be chosen if not the fixed price arrangement is 
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maintained. A fixed priced plus incentive fee, cost-plus contract and cost-reimbursable 

contracts are just some of the contract types that can be adopted by the parties (Weele 

2010). In addition to this is it important to include escalation clauses that secure that 

compensation in an event of a rapid increase in some of the associated costs. Currency risk 

if relevant is also something that should be addressed during this stage.  

 

In addition to addressing the different contractual arrangement and terms of delivery it is 

also important during this stage to address the terms of payment (Weele 2010). This 

involves how and when the payment should be received. As mentioned earlier in the 

maritime industry overview is there different ways in which the shipyards can receive their 

payment from the shipping companies. One way as mentioned is to pay a certain amount 

when the project reaches milestone. Another is to pay a percentage upfront and then the 

rest at the time of delivery. Regardless of what method is chosen this is something 

important that must be addressed during this stage.  

 

In this stage the parties must also agree on penalty clauses and warranty conditions. It is 

important to the company that the product or service that is provided is of sufficient quality 

and that they are according to the requirement and the specifications that are developed 

prior to this stage (Weele 2010). In addition to this it is important that the there are no 

defect products and that it is clear what country and thereby what legal system the contract 

is based on (Weele 2010). The supplier must guarantee that these conditions are met in 

addition to that the parties must agree penalty clauses that are valid if any of the terms in 

the contract are breached (Weele 2010). 

 

To next stages in the purchasing process after the contract is agreed upon, are the ordering 

and the expediting stages. During the order phase the actual order is placed with the 

supplier and the supplier is thus ready to start the manufacturing process. A purchase order 

is generated by the company that is provided in most cases electronically to the supplier. 

The purchase order will then go into the supplier’s MRP-system that signals the need for 

material if this is not in stock (Weele 2010).  

 

The expediting part deals with if the product is scheduled to arrive according to the agreed 

time schedule. There are different ways to ensure that this is secured depending on how 

critical the product is. One way is that the buyer contacts the supplier ex-post if the goods 
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have not received (Weele 2010). Another is to contact the supplier prior to the delivery to 

get informed with regards to the time of delivery. In addition to this is it possible that the 

buyer checks frequently prior to the delivery in order to informed with regards to the 

suppliers progress (Weele 2010). The expediting part also consists of inspecting the 

product in order to see if it is according the specifications and other requirements (Weele 

2010). 

 

The last stage in the purchasing process is the follow up and evaluation stage. The 

important during this stage is to evaluate the different suppliers and update the supplier 

rating (Weele 2010). This is important since it will impact the possible future tender 

process in which the only the prequalified suppliers receive a request for quotation. If the 

company is not satisfied with the supplier’s product and what has been provided, it is 

important to update the vendor rating such that this supplier will not receive a request for 

question the next time the company decides to tender. In addition to this, is it important 

during this stage to settle eventual penalty clause and warranty issues (Weele 2010). 

 

It is however important to note that there are several factors impacting the purchasing 

process. The purchasing process will be different depending on if whether the purchase 

goods represent a new-task situation, if it is a modified rebuy or a straight rebuy. In a new-

task situation a new product is typically procured from a new suppler (Weele 2010). This 

situation involves developing thorough specifications that demand involvement from 

several of the departments in the organization. When a company faces this situation it is 

reasonable to tender and all of the stage in the purchasing process is thus followed.  

 

The modified rebuy situation can either involve that the company buys a new product from 

an existing supplier or that an existing product is acquired from a new supplier (Weele 

2010). This situation implies that not all of the stages in the purchasing process are 

followed. When for instance the company acquires an existing product from a new 

supplier there is no need to develop new specification and requirements that are already 

determined in a previous tender. In the straight rebuy situation both the product and the 

supplier is determined by the company (Weele 2010). The company in a straight rebuy 

situation only has to place its order since the contract and terms are already negotiated. 

The terms are only re-negotiated periodically (Weele 2010). This situation thus implies 

that only the order function in the purchasing process is necessary to carry out. 
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In addition to this, does the decision whether on should make or buy impact the process. If 

company decides to make the product themselves, there will be no purchase of the product 

and no process is thus necessary to conduct. The factors that impact whether on should 

make or buy are related to the transaction costs as addressed by Williamson (1979). The 

different dimensions that impacts this decision as suggested by Williamson (1979) are the 

frequency of the exchange, if the uncertainty or complexity is great in addition to the 

degree of asset specificity which implies that asset has been deployed that are specific to 

that relationship. 

   

3.3 Auction theory and tendering 
 

3.3.1 Definitions 
 

An auction is by Salazar Valle (2004) defined as a means of resource allocating. This does 

in other word according to this definition imply that an auction is a mechanism that 

ensures that a price is established where the demand is matched with the corresponding 

supply in the case where the seller does not have any information with regards to the 

buyers’ valuation of the actual object being sold. McAfee & McMillian (1987) however 

defines auctions as both a buying and selling mechanism. From this it is seen that it is 

possible to both use auctions in order to offer to sell an object or service and when 

procuring objects or services.  

 

This definition of auctions in other words implies that competitive tendering (sometimes 

just referred to as tendering) is nothing but an auction in its actual form. A tender refers to 

a situation where one specific buyer is interested in finding the best supplier amongst 

several potential suppliers that all are interested in selling the material or service to the 

buyer (Menezes et al. 2003). When this is the case the buyer is referred to as the auctioneer 

while the sellers represent the bidders competing to win the tender. The buyer’s objective 

in this situation is gaining the best price in addition to satisfying the quality standards. The 

optimal bid is because of this a certain combination of price-quality that satisfies the 

buyer’s preferences and standards.  

 

In our case this might refer to the situation where a shipping company is interested in 

buying a new vessel. In this situation the shipping company represents the auctioneer 

while the bidders are represented by the shipyards and/or design offices that place their bid 
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in their hope of winning the tender in direct competition with the other actors. It might also 

refer to the situation where the shipyards are buying equipment for their vessels or when 

the oil companies are buying offshore marine service from the shipping companies. What 

all these situations however have in common is that there in one buyer (the auctioneer) that 

is interested in receiving bids from several suppliers thus creating a competitive 

environment. In this process the potential buyers are matched with potential sellers in a 

competitive environment. From the literature it is therefore rather clear that tendering in its 

actual from in fact is a procurement auction where one buyer is matched with several 

suppliers that are interested in providing the object or service. The framework, ideas and 

theories associated to auctions, which will presented in the continuation, is because of this 

also applicable to a tender situation where one buyer is matched with several suppliers. 

 

3.3.2 Auction types and models 
 

Klempere (1999) proposes two different auctions models that are based on the degree of 

asymmetric information and the presence of this. The first is the private-value where each 

actor has its own private valuation of the object that is private to them and that is not 

known by the other bidders (Klempere 1999). In our case this is the situation when for 

instance the shipping companies are interested in contracting a new vessel. When this is 

the situation, the shipyards each have private information with regards to production costs 

and other relevant criteria that are only available to them and not the rest of the contenders.   

 

The second auction model is the common-value model where the actual value corresponds 

for all the actors in the auction, but where the information with regards to the value of the 

object is distributed differently among the actors (Klempere 1999). In our case this is the 

situation if one of the shipping companies is interested in selling one of their vessels. The 

value is then the same for the bidders but they will in this situation have different 

information with regards to the valuation of this vessel. When this is the case, the different 

bidders will adjust their bids if any of these bidders receive a signal with regards to one of 

the other bidder’s estimates. The more general model however incorporates both types of 

models and this is the normal situation in real-world auctions (McAfee & McMillian 

1987). 

 



32 

 

There exist in its extreme form four different types of auctions that might be classified in 

to different categories. The auctions types might first of all be distinguished between open 

and seal-bid auctions (Menezes et al. 2003). In the first category the English and the Dutch 

auction is located. In the case of an English auction the price starts at a low level before it 

is eventually raised until only one winner remains. The two important dimensions in terms 

of this auction type are in other words that it is conducted in an open and ascending 

manner (McAfee & McMillian 1987). This will be the situation no matter if the bidders 

shout their bids, if the auctioneer announces the bids or if the bids are submitted through 

an electronic solution where the current best price is displayed.  

 

The strategy for each single bidder in this kind of auction is to decide a price at which he 

will stop bidding. The bidder will stay in the auction until he is equivalent whether he wins 

the auction or not (Menezes et al. 2003). The second auction type which is conducted in an 

open manner is the Dutch auction. In this auction, the price starts at a high level as 

initialized by the auctioneer and is eventually lowered until one bidder place his bid at that 

current price. When dealing with such an auction type, the optimal strategy for each single 

bidder is also in this auction type to decide a price where he will place his bid. The bidder 

here will wait until the price reaches this level before he eventually places his bid 

(Menezes et al. 2003).  

 

The two auctions that are conducted in a sealed manner is the first-price sealed bid and 

second-price sealed bid, which is sometimes referred to as Vickrey auction. In the first-

price seal bid the different bidders deliver their bids in a sealed manner to the auctioneer 

where their bids cannot be observed by the other bidders. The first-price sealed bid and the 

Dutch auction are equivalent in terms of the optimal strategy (Milgrom & Weber 1982). 

The reason for this is that as mentioned in the Dutch auction is the winner of the auction 

the bidder who accepts the highest price and this is also in fact how the winner is selected 

in a first-price auction. The winner in the first-price sealed bid auction is the one who 

provides the highest bid after the bids are opened or reviewed by the auctioneer (Milgrom 

& Weber 1982). In procurement auction the situation as mentioned is reversed in that it is 

the lowest bidders that wins the tender. The first-price auction is the most used auction 

type in terms of procurement auctions in the public sector. The reason for this is the 

auction’s abilities in terms of creating a competitive environment that ensures value for the 

tax payers’ money.  
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In a second-price sealed bid auction the bidders submits bids in a sealed manner like the 

case with the first-price auctions (McAfee & McMillian 1987). The winner here in this 

type of auction is also the one who provides the highest (lowest in terms of a procurement 

auction) bid after the bids are opened or reviewed by the auctioneer. The main difference 

compared to the first-price sealed auction is that the winner that has submitted the highest 

bid only pays a price equal to the second-highest bid (McAfee & McMillian 1987). The 

dominant strategy in terms of the Vickrey auction is for the bidder to bid according to his 

actual valuation of the item (Menezes et al 2003). The reason for this is as mentioned that 

if the bidder wins the auction he will not pay this value but will pay according to the 

second-highest value. The second price and the English auction are equivalent in terms of 

the optimal strategy. In both of the auction the optimal strategy is bid according to the 

actual value. The price that is paid in both auction types is equal to the valuation of the 

second highest bid. This is however true only under a certain condition in which we deal 

with private values and when there are several bidders (Klempere 1999).   

 

An important issue that should be addressed in relation to the different auction types is the 

problem that is referred to as “the winner’s curse”. This is a problem that occurs in 

ascending auctions when dealing with common values as described earlier (Klempere 

2002). The common model as mentioned implies that the different bidders have the same 

valuation of the object but where the information with regards to the valuation is 

differently distributed among the different bidders. What the winner’s curse refers to is the 

situation where the winner in an ascending auction will be the one who actually 

overestimates the true value of the object (Klempere 2002).  

 

The bidders participating in an auction should thus be aware of this problem in order to 

avoid overestimating the true value and thereby placing bids that seems reasonable and 

realistic. This is especially true for smaller firms that have a lower chance in terms of 

winning an auction. When the smaller firms then actually win an auction, then this is very 

likely to be because of the company overestimating the true value of the object (Klempere 

2002). Those firms that already know that they have an advantage compared to the other 

bidders however can be less cautious of this problem. This is because if this party wins the 

auction this is very likely to be because of its advantage and not because the company has 

overestimated the true value of the object (Klempere 2002). 
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It should be noted that the different auction types that are presented above only are four 

extreme situations and that we might have different auctions types situated in between the 

different extreme types consisting of a combination of some of the auctions types 

mentioned above. For instance might an Anglo-Dutch auction be adopted where the 

properties of an ascending auction and the seal-bid auction are combined (Klempere 2002). 

In this hybrid form the auction is initialized with an ascending auction. In such an auction 

the price is as mentioned raised until only one winner remains. In this hybrid form 

however the praise is raised until there are two remaining bidders. The two bidders that are 

remaining are then in the next phase of the auction required to submit sealed bids 

(Klempere 2002). In addition to this, might we have situations where a time limit is 

implemented in which the bidders have to place their bid or that an entry fee is 

implemented that requires the bidders to pay a price in order to participate in the auction 

(McAfee & McMillian 1987). 

 

3.3.3 Multi-criteria auctions 
 

The classic auction theory is to a large extent focused on the price as the only dimension in 

an auction situation. In this classic situation the winner of the auction is the one who 

typically provides the highest bid or lowest bid. The classic auction situation where price is 

the only dimension is suitable when dealing with so-called homogenous goods but will 

have shortcomings when dealing with heterogeneous goods where other dimensions in 

addition to the price are important. A system where the price is the only criterion when 

dealing with more complex heterogeneous goods where other dimensions are important 

might lead to an incentive problem in which the bidders have no incentive to promote 

quality. This might thus lead to an ex-ante problem in terms of quality.  

 

The bidders have no incentive to promote quality when price is the sole criterion and this 

dimension will thus be stripped to a minimum level. Because of this ex-ante incentive 

problem, it is important for the decision makers to be aware of this problem and 

incorporate several dimensions in its evaluation of the bidders. It is also important that this 

is communicated to the bidders such that they can adapt according to this and find an 

optimal strategy in order to win the tender. A growing body within the discipline has 

however started to incorporate other dimensions in addition to the price in auction 
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situations. Che (1993) in his paper develop different models that incorporate two-

dimension as represented by price and quality in a procurement auction adopted by the 

government when procuring weapon systems.  

 

In his paper Che (1993) suggests a modification of some of the different auction types that 

incorporates the different dimension. The first is the first-score seal bid auction, which is a 

modification of the first-price sealed bid auction, where the auctioneer as the initial stage 

reveal his scoring function and requirements that must be fulfilled (Che 1993). The bidders 

then submit their bid and the one with the highest score is the winner of the auction. The 

second-score seal bid auction, which is a modification of the second-price seal bid auction, 

is conducted in a similar manner as the first-score auction. The winner that provides the 

highest score is however only required to match the price-quality combination score as 

suggested by the second highest bidder (Che 1993). Another variant of this auction type is 

the so-called second preferred offer where the winner is required to exactly match the 

price-quality combination and not only a combination that matches the score (Che 1993). 

 

Liu et al. (2000) in their paper incorporates this approach and proposes different 

mathematical approaches in order to evaluate the different bids. The paper recognizes that 

contracts in the construction industry are not necessarily won by the party placing the 

lowest bid. There might be other dimension like quality, safety, time etc that might be of 

equal or even greater importance and this must be taking into consideration when selecting 

the winner of the auction. A common theme in terms of these other dimensions that are 

incorporated in these models is that they are often negotiable measures that are hard to 

quantify for the parties involved. In addition to this, might the bidders have difficulties in 

terms of knowing the auctioneers preferences when dealing with several dimensions.  

 

In order to deal with this problem David et al. (2005) propose in their paper that the 

auctioneer might either use a scoring function or reveal whether the bid that is placed by 

the party is either better or worse than the current best bid. When revealing the bids’ 

standing in such a way it helps guide the bidder in terms of knowing the auctioneers 

preferences. Make the scoring function available for the bidders also help guide the 

bidders in terms of knowing the auctioneer’s preferences and this help them to develop an 

optimal strategy that incorporates the quality dimensions. The literature that addresses 

these issues that concerns the incorporation of other dimensions than price in an auction, 
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are however in general terms and provides mathematical constructs in order to attempt to 

find the optimal design or strategy that either maximizes the auctioneer’s utility or the 

system’s efficiency. In our case we are interested in exploring how these other dimensions 

in practice are evaluated by the parties in the maritime sector and how this is 

communicated to the different parties. We will later present some cases from the public 

sector that will help shed light on this and give us an idea of how this in practice can be 

taken into consideration by the different parties in a tender situation.  

 

3.3.4 Auctions and quality incentives 
 

An important issue in relation to procurement auctions where the evaluation of the bidders 

depends on several dimension in addition to the price is the quality incentive problem. This 

problem is related to that the quality dimension receives little focus due to that the 

auctioneer fails to provide incentive for the parties in order to promote quality. In terms of 

the quality incentive problem there might be both an ex-post and an ex-ante problem as 

described by Bergman & Lundberg (2013). The ex-ante problem is as mentioned above 

connected to that if the auctioneer is interested in promoting quality but only focus on 

price as his sole criterion when selecting the winner of the auction. The different bidders 

then have no incentive to promote quality and this is thus stripped to a minimum level. By 

specifying multi-dimensional criteria and communicating this to the different bidders the 

bidders will have an incentive to promote this and a certain level of quality that is 

according to the auctioneer’s criteria will thus be promoted.  

 

When the auctioneer during the evaluation process bases his sole criterion on price then 

this will as addressed by Kirmani & Rao (2000) lead to the problem of adverse selection. 

This problem is a problem of asymmetric information in which the auction will tend to 

attract only the weaker bidders in terms of quality. The bidders that promote high quality 

will tend to stay out of the process due to the criterion in which the auctioneers bases his 

decision on. The high quality bidders know that the likeliness of winning the auction is 

low and will thus avoid entering the auction. This theory related to quality uncertainty and 

hidden information is also addressed in Akerlof’s (1970) paper. In his paper the author 

claim that when buying a car in the used car market the seller will know more with regards 

to the car and its potential problems than the buyer. The buyer in this case runs the risk of 

buying what Akerlof refers to as a “lemon”.  



37 

 

 

The ex-post problem is however related to after the auction is finished and the contracted 

has been agreed upon by the two parties. This issue was addressed by Klein & Leffler 

(1981) where different measures are suggested in order to cope with this ex-post quality 

problem. The question in this situation is how one can assure that level of quality that is 

specified in the contract. This is in particular a problem when the quality is non-verifiable 

that implies that auctioneer is not able to prove that the contractor is providing a lower 

level of quality than what is specified in the contract. This is especially a problem when 

dealing with services. When this is the case, it will be hard to sue the other party because 

of the auctioneer’s problems in terms of proving this case.  

 

The reason that the company might be interested in deterring the quality is because this 

might give a short term profit for the company. The company providing the goods or 

service can however deliver a satisfactory quality level and will thereby have chances in 

terms of renewing the contract. If this is the case, the company will have benefits in terms 

of future profit and this might this give them an incentive to promote quality. The 

auctioneer might however not know what companies it is dealing with in an auction. 

Because of this, we both have problems related to asymmetric information and hidden 

actions (moral hazard) in terms of the company possessing more information with regards 

to his profit preferences. This problem is in fact a principal-agent problem as identified by 

McAfee & McMillian (1986) where a principal as described in their paper hires an agent in 

order to perform a certain task on behalf of the principal. The auctioneer according to their 

paper corresponds to the principal and the bidder corresponds to the agent that either 

performs a service or suppliers an object to the principal. The principal’s problem is then 

to develop a reward structure in the contract that promotes his preferences in order to avoid 

hidden actions. 

 

Klein & Leffler (1981) in their paper suggest different ways in order to avoid this problem. 

One way that in which this problem can be avoided is when it impacts the cheating party’s 

reputation. The party that behaves opportunistically by providing a lower level of quality 

than what is specified will then be punished by other actors in the market that become 

aware of the current auctioneer’s experience. The other market actors will then possibly 

exclude the cheating party when running future auctions and the cheating party will 

thereby lose future income if it decides to behave opportunistically during the current 
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contract. It is thus clear that selective entry at the initial stage before running the auction 

will then help prevent this problem. The auctioneer can then exclude the bidders with a 

bad reputation or if it has received any other signals that might indicate that this is a bidder 

with a high likeliness of behaving opportunistically ex-post. The concept of reputation, 

which in fact is a form of impersonal trust, is also closely related to the element of trust 

(Douma & Schreuder 2013). Trust that is developed over time through continuous 

interaction between the different parties can help to avoid that a party will behave 

opportunistically (Douma & Schreuder 2013). When the auctioneer pre-selects suppliers 

that it trusts, it is thus expected that the supplier will behave less opportunistically and 

avoid deterring quality ex-post.    

 

Kirmani & Rao (2000) address in their paper that it is possible for the bidders to promote 

quality prior to the auction by providing different signals. One way in which the bidders 

can signal quality is by developing strong brands names and by promoting this brand. The 

auctioneer can then base his decision partly on this when pre-specifying the bidders that 

are allowed to participate in the auction. It is however also possible to screen the different 

actors prior to the tender as suggested by Spencer (1973). In terms of this the principal or 

the auctioneer in our case tries to acquire information with regards to the different parties 

in order to distort the existing information asymmetry. For instance might the sellers be 

required to submit information about their earlier records, projects, financial information 

etc. Kim (1998) in his paper discusses that limiting the number of bidders in an auction 

will lead to less probability of parties behaving opportunistically. The reason for this they 

argue, is that in an auction with many bidders the competition will be fierce and this will 

with a high probability lead to that a very low price is gained by the winner. This might in 

the next turn lead to the winner failing to provide the required quality and thus is forced to 

behaving opportunistically ex-post.  

 

Klein & Leffler (1981) in the continuation of their paper however argue that pre-selecting 

the bidders might still not be sufficient in order to avoid opportunistic behavior by the 

agent. The decisive factor in terms of the party actually cheating is if the short term gains 

that are received when providing a low quality level exceeds the future gains. The agent 

thus then have an incentive to cheat.  In order to avoid this problem the auctioneer thus has 

to increase the future gains such that they exceeds the short term gains by cheating. The 

length of the contract might have such implications. If a short contract or a trial period 
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prior to the contract is initialized it is seen that the future gains exceeds the short term 

profit and the agent will thus have less incentives to cheat by deterring quality.  A short 

contract in combination with a low price during the initial trial period is seen as a good 

solution in order to avoid cheating.  

 

Another solution as proposed is to introduce a variable element in addition to the fix priced 

as agreed in the contract. A variable element in the contract might be simpler to connect 

with the agent’s efforts and thus provide him with incentives to avoid cheating. The agent 

then knows that if it cheats and provides low quality it will affect the variable element in 

the contract and thereby reduce the future gains. An example of such a variable element 

might be to introduce an option. Edin & Hermalin (2000) argue in their paper why 

introducing an option might be a good solution when dealing with principal-agent 

problems where the quality can be observed by the parties but where it cannot be verified 

ex-post. An option will introduce what they refer to as a “threat effect” that creates an 

incentive for the agent to promote quality in the case where the contract is not to be 

renegotiated.  

 

The authors argue why this is a good solution by referring to a particular case from the 

movie industry. This problem occurred when Disney and Pixar in cooperation produced 

the Toy Story movie. Pixar were responsible for developing the movie while Disney 

handled the marketing. Disney was then in the situation which is analogous to our case in 

which they cannot verify the quality of the movie that Pixar had developed. If Disney and 

Pixar then agreed a fix price contract, then Pixar would have an incentive to cheat and 

provide a low quality movie. Disney can however avoid this problem by introducing an 

option that gives it the right to cancel the agreement. If this is the case the authors argue 

that the “threat effect” gives Pixar an incentive to promote quality.  

 

The situation will however be different when the contract can be renegotiated something 

that will not be introduced here. It is however clear that this case might be analogous to 

our situation in which the shipping companies or oil companies might have introduced 

options into the contracts that gives them the right to either acquire additional vessels in 

the future or extend the time period that is contracted. Both situation will introduce a threat 

effect and give the other party incentive to promote quality. The reason for this is that if 

the agent behaves opportunistically in this case the principal will avoid exercising the 
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option something that will represent a loss from the agent’s perspective. The agent’s future 

gains thereby exceed the short term gains from cheating and thus giving the agent an 

incentive to promote quality. The different problems and possible solutions associated to 

quality problems in an auction situation are summarized in the figure below. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Much of the existing literature related to procurement auctions and quality is done in 

connection with the public sector.  The reason for this is the importance of securing service 

that yields a satisfactory quality something which is specifically important in the health 

care sector. In the health care sector failing to provide services that yield a satisfactory 

quality can have severe consequences and thus several authors have addressed this issue 

(Mougeot & Naegelen 2003; Chalkey & Malcomson 1996; Mc Combs & Christianson 

1987; Spurgeon & Hicks 2003). In the health care sector there is specifically a trade-off 

between cost reduction and the quality of the service. The quality of services in the health 

care sector is in most cases not possible to evaluate until after it has been provided.  

 

Because of this, it is according to Chalkey & Malcomson (1996) important to the design 

the auction in such a way that it incorporates several dimensions in the evaluation criteria. 

It is also important to make sure that the bidders have corresponding cost and quality 

incentives in such a way that quality is not deterred ex-post by the bidder. Since most of 

Figure 20 - The ex-ante and ex-post problems related to asymmetric information in a buyer-

supplier transaction and different solutions to the problem (Kirmani & Rao 2000). 
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the research is seen in connection with the public sector, it will be interesting to see how 

the different parties in a private sector such as the maritime industry deals with this 

problem in practice. The private sector according to Bergman & Lundberg (2013) have 

greater chance of avoiding this problem due to the fact that the public in most cases 

because of tender regulations have to run auctions that are open for all companies to enter. 

It is thus clear that the public sector can rely less on pre-selection of bidders based on the 

company’s reputation and the government’s previous experience with the company. 

  

3.3.5 Auctions and negotiations 
 

Another important issue in connection with auctions is the criteria for selecting auctions as 

the preferred means of acquiring goods and services when comparing with other means 

such as pure negotiations with suppliers. This issue is closely related to the discussion that 

compares public procurement with purchasing taking place in the private sector. This is 

addressed by several authors in the literature (Arlbjørn & Freytang, 2012; Krüger, 2004; 

Larson, 2009; Hawkins et al. 2011; Tadelis, 2012). The reason for this discussion is that 

the public sector according to Krüger (2004) has to follow strict regulations in which 

negotiations in some cases are forbidden. The reason for this is to promote competition in 

order to ensure value for the tax payers’ money. The question is then if this, what Krüger 

(2004) refer to as “ban” on negotiations, actually undermines the most efficient use of the 

tax payers’ money. The companies in the private sector can however freely select what 

mechanism it prefers when acquiring goods and services from its suppliers. Tadelis (2012) 

in his paper address that the most recent literature reports that this flexibility in the private 

sector actually leads to efficiency gains. 

 

Goldberg (1977) in his articles argues that negotiations are the preferred means when 

dealing with complex projects. The reason for this is that auctions tend to distort 

information transfer that is necessary between the buyer and seller. For instance is it 

necessary for the parties to agree on how they should face unforeseen ex-post problems. 

Auctions also tend to lead to the problems of adverse selection and moral hazard as 

mentioned above. Bajari el al. (2009) in their paper attempt to test this case empirically by 

examining a data set for building contracts awarded in California. Their finding support 

the theory suggested by Goldberg in which negotiations seems to perform better when 

dealing with complex projects. An empirical analysis based on public procurement 
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contract in France conducted by Chong et al. (2009) arrive at the same conclusion in which 

that auctions are preferred when dealing with simple contracts while negotiations are the 

preferred means when dealing with more complex contracts.  

 

Subramanian (2009) in his paper suggests several factors that impacts whether one should 

run an auction or negotiate directly. The author claims that auctions are the preferred 

means when the number of potential bidders is large, when it is possible to specify the 

object, when it is important to finish the process as fast as possible and finally when it is 

important to have a transparent process. Negotiations are however preferred when there are 

a small number of buyers that are well known, when the relationship is important and 

when one can experience an increase in the value creation by sharing ideas, when the 

parties prefer no risk involved and finally when it is important to keep secrets. It is 

however important to note that the literature that is presented above discusses the two 

extreme case in which one either choose to run an auction or negotiate directly with the 

suppliers. We might however have situation where one can have a hybrid combination of 

the two alternative in which one either negotiate first with potential suppliers and then run 

an auction or that one at first run an auction before one eventually negotiate with some of 

the bidders that place bids that satisfies the criteria. Subramanian (2010) introduces the 

concept “negotiauctions” to describe these hybrid situations. 

 

3.4 Quality 
 

Quality is in the literature defined in several ways. In the early literature quality was 

defined as excellence where one aspires to reaching one’s maximum standard (Reeves and 

Bednar, 1994). When defining quality one should however differ between services and 

physical goods. Quality in terms of physical goods is by Crosby (1979) defined as 

conforming to the customers’ requirements. Garvin (1983) however links quality and the 

perception of it to the amount of failures associated to the product. The amount of failures 

and quality in other words involves conforming to specifications. If a product does not 

conform to the specifications as developed by the customer the production system for the 

customer is not going to function properly and the amount of failures are likely to increase.  

 

In the literature it is also suggested that one should differ between design quality and 

specification conformance where design quality is related to the physical attributes or 
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features associated to the product while the other related to how the product is in 

accordance to the specifications developed by the customers (Reeves and Bednar, 1994). 

Quality in relation to services however cannot be defined in a similar manner in all cases 

due to the fact that services deal with something that is intangible.  Because of this, it is 

not possible to evaluate and verify quality in advance in the same manner as the case is 

with physical goods. Service quality therefore deals with the customers’ expectations and 

the actual performance of company providing the service (Parasuraman et al. 1985).  

Quality in relation to services does in other words concern conformance to customer 

expectations.  

 

Lehtinen and Lehtinen (1982) claim that quality has three different dimensions. The first 

dimension is the physical dimension that deals with all tangible aspects of a service like for 

instance the equipment. Another dimension is the corporate dimension in which the service 

provider’s image matters. The last quality dimension is the one that deals with the 

intangible factor that is created in the interaction between the customer and the provider. 

These dimensions are in accordance with Grönroos (2001) that claims that the perceived 

service quality consists of technical and the functional quality dimensions. The technical 

dimension involves the outcome that the customer is able to observe ex-post while the 

functional dimension concerns the process that the customer is able to observe during the 

provision of the service. In addition to this, is the image introduced as an additional 

dimension. In terms of the functional dimension it is related to what is actually provided to 

the customer while the functional corresponds to how this is provided to the customer. The 

reason for this is that services are produced in an interaction with the customer and the 

company and this process will thus determine how it is provided to the customer.  

 

The perceived service quality occur ex-post after the process is over and the service has 

been provided to the customer. The customers will before acquiring the services have 

certain expectations to the service that will be provided to their side. When the process is 

over and the service has been provided, the customer will compare these expectations with 

the actual quality of the service that is perceived during the process and ex-post. This 

comparison will thus result in what Grönroos (1984) refers to as “the perceived quality of 

the service”. Marketing, branding, advertising and other promotional activites will 

contribute to raising the customers’ expectations. Marketing activites might in other words 

serve as a signal of product in the same way as marketing activites signal quality in terms 
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of actual product quality for physical product as suggested by Kirmani & Rao (2000). In 

relation to services marketing activites will in other words signal quality and help raise the 

customers’ expectations. The customer will then at the initial stage compare these 

expectations with what is perceived during the process. 

 

Takeuchi & Quelch (1983) in their article however argue that product quality and service 

quality are interrelated and should be seen in connection with each other. According to 

them quality is defined in terms of the customers and their perception of it. Quality might 

in in this case be related to both the physical product that is provided along with the 

service element that involves such as aftermarket services. Kirmani & Rao (2000) argue in 

their article that different marketing activites might function as a signal in terms of the 

actual product quality. In terms of this, the different aftermarket services might help build 

the company’s brand name which in the next turn help signal the product quality.  

 

Product quality and services are also interrelated in the way that if the product quality is 

proper then this will make sure that there are fewer failures associated to the product, 

which in the next turn imply that customer services are less needed (Takeuchi & Quelch 

1983). If there are many defects associated to the product, the customer service will in 

other words detect this at an early stage. Takeuchi & Quelch (1983) also emphasize that 

how quality is perceived by the customer is influence by different factors at the different 

stages. The authors suggest that before the purchase the customers’ perceptions might be 

influenced by factors such as the company’s brand name, reputation and their previous 

interaction with the supplier. During the purchase stage the customer’s perception might be 

influenced by warranties, financial terms etc. The customers’ perceptions will finally (after 

the purchase) be influenced by factors such as aftermarket services, installation and spare 

parts etc. 

 

It is also important to see quality as an integral part of the total value that is perceived by 

the customer. According to Ravald & Grönroos (1996) perceived customer value can be 

seen as consisting of the perceived benefits and the perceived sacrifices by the customer  

The sacrifices are to a large extent related to factors such a product failures, repairs etc and 

it is thus seen that product quality is important in this relation. The perceived benefits 

however relates to the perceived quality by the customer which is closely related to the 

service element and the perception of it. Such factors might be superior aftermarket 
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services and attributes associated to the product. In order to understand how the customer 

perceives quality it is necessary to see this in relation the customer’s value chain and the 

connection to the company’s value chain (Ravald & Grönroos 1996). It is thus clear from 

this definition that how the customer perceive value is different from customer to customer 

something that implies that how the customer perceives quality also might differ to some 

extent from customer to customer. 

 

An important concept which is closely interconnected with quality is the concept of total 

cost of ownership. This concept is also referred to as “life-cycle buying” or “life-cycle 

costs” according to Takeuchi & Quelch (1983). The concept involves that a company 

should not only base their decision on price when acquiring a product but should rather 

focus on the total costs associated with the product throughout its entire lifetime.  This in 

other words involves costs that occur in connection with acquiring, using, maintaining and 

disposing the product (Ellram & Siferd 1993). This concept in an excellent way 

incorporates all the quality dimensions that have been discussed so far in addition to other 

dimensions that might impact the decision makers’ evaluation in a tender situation. 

 

 

 

 

  

 

  

 

 

 

 

 

 

 

A poor product quality might for instance be reflected in that the costs in term of repairing 

the product and product failures will be significant. When a company that acquires a 

product or a service base their decision on the total cost of ownership concept rather than 

Figure 21 - The Total Cost of Ownership concept and its 

different dimensions (Ellram & Siferd 1993). 
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solely basing their decision on price, then this will be beneficial for suppliers that add 

quality and thus charge a price that is greater than their competitor. The concept also 

incorporates the service quality dimension in that aftermarket services and the costs that 

the supplier spend on this will be taking into consideration in the relative price when 

comparing different suppliers. A company that provides supreme aftermarket service 

throughout the entire lifetime of the product by providing spare parts, repairs will benefit 

when such an approach is adapted by a company when comparing different suppliers in a 

tender situation. In the figure above all the important dimensions in connection with the 

concept is summarized. 

 

3.5 Public tendering practices 
 

3.5.1 General framework 
 

As mentioned in the introduction does the two EU directives, European procurement 

directive 2004/17 and 2004/18, prohibit competitive tendering as a means or acquiring 

goods and services within certain threshold (ec.europa.eu 2014a). These directives must be 

followed by the EU member states and is thus implemented into each individual country’s 

national legislation. Norway and the other EFTA members through the EEA agreement 

also are obliged to follow the rules governed by the two directives in order to get access to 

EU’s inner market.  The basic principle behind the implementation is connected to the 

underlying idea behind the foundation of the European Union that implies a free internal 

market in the EU where capital, people, goods and services can float freely (ec.europa.eu 

2014b). When the authorities in the different member states issue tenders, which are open 

to all the companies in the EU, then this helps to create a competitive playing field that 

exactly promotes the abovementioned factors. Competitive tendering and the competitive 

playing field it provides is also in general a good mechanism in order to ensure value for 

the tax payer’s money.  

 

Because of this extensive regulation with regards to tendering as governed by the two 

directives, it is important to have transparent and accountable processes. The reason this is 

that the actors might sue the government if the tender has not been in accordance with the 

two directives. Transparency and accountability are thus two important dimensions in a 

public tender (Arlbjørn and Freytag 2012). Public procurement is also because of this 

characterized as being process driven in which the actors have to follow the procedures as 
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suggested by the legislation carefully. The tendering processes in the public are also 

heavily influenced by political goals and objective. In a tender the public might for 

instance be interested in promoting local materials, local workers etc (Weele 2010). The 

tendering process is also budget driven in that the local politicians are focused on their 

budget as provided by central authorities (Arlbjørn and Freytag, 2012). Because of this, the 

local politicians tend to focus spending on a year to year basis in contrast to focusing on 

the total costs over several years as the practice is in most cases in the private sector 

(Weele 2010). 

 

There is an extensive framework that regulates the tendering practice in the tendering 

sector. This framework will thus not in detail be addressed in this relation. It is however 

important to have some insight with regards to the legislation that concerns the 

procurement procedures and the procurement process. When gaining some insight with 

regards to this, it will be possible to complement and contrast our case connected to the 

maritime sector. The framework promotes different procedures to be used in various 

situations. The different procedures that can be used in a tender situation are open 

procedure, restricted procedure, negotiated procedure and design contest (Weele 2010).  

The open procedure implies that all actors within the EU are allowed to place their bid. All 

the documents with the specific demands and specification are thus available to all parties 

and it is typically made available electronically on ted.europa.eu.  

 

The restricted procedure however involves a pre-selection stage (Weele 2010).  All the 

parties that are interested in placing a bid are however at the initial stage allowed to show 

their interest. All these actors that are interested in placing a bid are then carefully pre-

selected after providing the relevant information (responding to the request for 

information) that will be used during this phase (van Weele 2010).  The pre-selection 

phase might be based on criteria such as accounting figures, previous projects etc. The 

competitive dialogue procedure is used only in special situations where the project 

typically is complex (Weele 2010). That the project is complex implies that it is hard to 

specify what is actually required or describe the terms and other requirements associated to 

the project. This procedure however also involves a prequalification phase in a similar 

manner like the restricted procedure (van Weele 2010). After this stage the company will 

consult the prequalified parties with regards to possible solutions to the project. After this 
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phase, it will be possible to develop a specification and the prequalified contenders can 

place their bids. 

 

Negotiations are only allowed in special situations according to the legislation and is thus 

used only occasionally by the parties. When the parties follow the negotiation procedure 

the authorities negotiate directly with the parties. There might prior to the negotiation be a 

prequalification phase in a similar manner like the restricted procedure (Weele 2010).  

This procedure is however only allowed to be applied in situation where the bids were not 

sufficient or where the bids received were not acceptable, the solution is too specific such 

that few suppliers are available, there is not enough time etc (Weele 2010). The last 

procedure that is available is the design contest procedure. This procedure is a design 

competition where the parties propose different designs and solutions that are eventually 

evaluated by a jury consisting of experts within the area (Weele 2010). How the contest 

should be designed is up to the procuring authority to decide. It is however important to 

note that regardless of what procedure that is applied the demand in terms of 

accountability and transparency are still valid. This amongst other implies that the decision 

with regards to who has been awarded the contract should be published publicly. 

 

With regards to the procurement process, in the public sector it is first of all in the 

specification determination stage important to avoid favoring any of the companies or 

nations. This is the case when the specifications are tailored to one specific company or to 

the companies in only one specific European member state (Weele 2010). It is also 

important during this stage to exclude members if they have been involved earlier in the 

process. The reason for this is that this might give these actors a competitive advantage 

and they must thus be excluded in the continuation of the tender (Weele 2010). During the 

supplier selection stage, the important issues are the different criteria that should be used to 

pre-qualify the different parties. One might here separate between exclusion criteria and 

suitability criteria (Weele 2010). Exclusion criteria are related to if the companies have 

been previously involved in any corruption cases or other criminal activites. In addition to 

this, might ethical issues and eventual financial issues matter during this stage (Weele 

2010).  

 

The suitability criteria are however related to the performances of the companies with 

regards to financial and technical issues. An important manner is however that the parties 
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are treated on a fair ground where none of the parties are discriminated. When it comes to 

the evaluation stage where the winner of the tender is selected, the awarding criteria must 

be emphasized by the authorities. The authority might then award the contract based on 

two important aspects. The first is to award the contract based on the party that simply 

provides the lowest price. The other method to evaluate the bids is by emphasizing the 

economically most advantageous bid (Weele 2010).  When this is the case, other factors 

that price such as service, functionality, environmental issues etc. might be emphasized. 

The price then in the continuation need to be weighed with these other factors and it is thus 

required that the government communicates the different factors will be weighed. It is also 

required that the government publicly announces who wins the contract (Weele 2010). 

 

3.5.2 Examples from the bus sector 
 

In this sub-chapter two tenders from the bus sector will be highlighted. The first example 

is related to the tendering of bus transportation services in the Ryfylke area which is a 

district that is situated in northeastern part of the Rogaland County.  The second example 

is from the Østfold County and is also related to the tendering of bus transportation 

services. This specific case is however related to excursions and other events and is thus 

not on a regular basis. These two tenders like most of the other Norwegian tenders are 

published on the webpage www.doffin.no where the relevant documents and other relevant 

information can be accessed. The webpages provides announcements with regards to that a 

tender will be issued in the future, that a tender has been issued and the winner of tender.  

 

In the tender documents from the Ryfylke tender it can be seen from the tender documents 

the relevant criteria that are used to evaluate the different bidders. In the documents that 

are accessible to all parties it is specified that it is an open procedure where the most 

economical advantageous bidder will be awarded the contract. The economically most 

advantageous tender is based on three criteria: price, bus standards/environment and the 

quality of service that is being provided (doffin.no 2014a). The bust standard/environment 

criteria involves such as the maximum ages of buses, average bus age, buses using 

environmental friendly fuel, numbers of buses with seats greater than the minimum 

requirements and HSE-measures (doffin.no 2014a).  

 

http://www.doffin.no/
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The quality of service criteria however involves such as the number of spare buses, quality 

system, information systems, customer service etc (doffin.no 2014a). In the tender 

documents it is also specified how the different criteria are weighed. The price is according 

to this weighed 87 %, the bus standard 9% and quality of service 4 % (doffin.no 2014a). In 

the evaluation the bidder is for each of the criteria given a score from 1-10 where 10 is the 

best score. The score is then multiplied with the relevant percentage and the bidder is 

given a final score that can be compared with the other bidders.    

 

The second example from the Østfold County is also an open tender where the most 

economically advantageous bidder is selected. In this tender the most economically 

advantageous bid is also based on three criteria: Price, quality and service (doffin.no 

2014b). The quality criterion is related to such as the age of the vehicles and the standard 

of the vehicles. The service criterion however is related to flexibility in terms of changing 

orders, cancellation of orders, special arrangements in terms of the transportation etc 

(doffin.no 2014b). According to the documents the price is weighed 60 %, quality 20 % 

and service 20 %. In terms of the quality and service criteria, the bidders are given a score 

between 1-10 where 10 is the best while in terms of the price the score is calculated based 

on the cheapest bid/bidder’s price x 10. The exception is the cheapest bidder that is 

awarded the score 10 (doffin.no 2014b).  

 

In both of the two tenders the bidders are required to satisfy certain criteria in order to be 

considered in the evaluation process. This is done as a screening mechanism as mentioned 

in the auction part in order to avoid attracting bidders in a bad financial situation that 

won’t be able to fulfill the contract. If this is the case and the party goes bankrupt, the 

authority has to issue a new tender. Issuing a new tender might be costly in terms of that 

the authority might hire something to do the job on a temporary basis in addition to that all 

the formal procedures must be followed. In order to avoid this, the bidders must thus 

submit information with regards to the financial situation, bank confirmation etc. It must 

also submit police certificates in order to show that the management has not been 

previously involved in any illegal activites like corruption etc.  

 

Another interesting issue is how the contracts are set up. In the tender issued by Østfold 

County that concerns bus transportation services related to excursions and other events the 

contract length is three years with an option for the contracting authority to extend the 



51 

 

contract one year on same terms (doffin.no 2014b). Since the quality and the service 

criteria are weighted 20 % each, this is to be expected in order to avoid quality deterrence 

as discussed. In the other tender case discussed quality is not emphasized to the same 

extent and it is thus not take the same measures in order to avoid quality deterrence. In this 

case the contract is designed as a gross contract where the operator is responsible for the 

associated costs while the contracting authority is responsible in terms of managing the 

associated income. 

        

3.5.3 Examples from the maritime sector 
 

In a report by Sunde et al. (2008) the current tendering practice in the maritime 

transportation sector is assessed. In this relation several examples of tenders are evaluated 

and we will here present two of the cases that are mentioned in the report. The first case is 

a tender that was issued by the Møre and Romsdal Country in 2008 related to fast ferry 

transportation in this region. In this tender the winner was awarded based on the most 

economically advantageous bid. The evaluation criteria were price, age of the vessel and 

quality. The age of the vessel is based on the year it is built. The quality criterion concerns 

the readiness of spare vessels/alternative transportation for the passengers, cleaning and 

maintenance of the vessel facilities.  

 

In this case the price is weighed 35 %, the age of vessel 35 % and quality 30 %.  For each 

of the criteria the bidders are given a score from 1-5 (where 5 is the best score) that are 

eventually multiplied with the weighing measures. By summing these three each bidder 

will be given score that can be compared in order to select the winner. Another 

consideration in relation to this case is the contract terms. The length of the contract is 6 

years but the contract authority however has the opportunity to extend the contract by 2 

years. The contracting authority does in other words have an option that it can exert at the 

end of the contract. This will as mentioned help avoid that the quality will be deterred by 

the operator due to the fact that an incentive has been provided.  The contract is also a 

gross contract where the operator receives as fixed amount compared to the net contract 

where the operator is responsible for the income side.  

 

Another example that is mentioned in the report is a case from the Oslo area that also 

concerns fast ferry transportation. In this tender the evaluation criteria was price, 
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quality/functionality of the vessels, environmental impact of the operations and how the 

operations are planned and carried out. The different factor was weighed and evaluated in 

the following manner: Price 50-65 %, Quality/functionality of the vessels 15-20 %, 

environmental impact of the operations 15-20 % and operations 5-10 %. In this tender the 

contracting authority also had the opportunity to extend the contract after the five year had 

expired. This does as mentioned in same way help to provide an incentive in order to avoid 

quality deterrence. The contract was also in this case a gross contract. 

      

3.6 Monopolistic Competition 
 

According to basic microeconomic theory there are different types of market structures 

where perfect competition and monopoly represent the respective extremities (Pindyck & 

Rubinfield 2013). A market with perfect competition is characterized in that there are 

several buyer and sellers, that none of the actors are able to impact the price, homogeneous 

products where the consumer are indifferent in terms of the producers, free entry and full 

information (Pindyck & Rubinfield 2013). The other extreme is the monopoly situation 

where there is only one seller in the market supplying the product or service. A company 

in a monopoly is faced with a downward sloping demand curve and it can freely determine 

the price based on the market elasticity. The monopolist will attempt to maximize his 

profit by considering the marginal revenue in connection with his marginal cost (Pindyck 

& Rubinfield 2013).  

 

In between the two extremities we however have several other market structures where one 

of them is monopolistic competition as introduced by Chamberlain (1965). This can be 

perceived to be a mix of the two different market structures mentioned above. This market 

structure implies that there are several buyers and sellers in the market. Compared to two 

other market types we however here deal with heterogeneous, differentiated products. This 

implies that the products that are offered by the different producers are only close 

substitutes to each other. The unique factor that characterizes this market structure is that 

each producer has monopoly power within its respective market segment. This implies that 

the producer within this market segment can in reality behave like a monopolist where he 

determines the price accordingly. The market segment is however not protected 

completely from competition since the competitors’ products are close substitutes. In 
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addition to this can new actors freely enter the market and thus attempt to imitate the 

company’s product. 

 

In order to achieve monopoly power within its respective market segment or in order to 

develop a new market segment where monopoly power can be exerted, the company must 

attempt to differentiate its product. Product differentiation can be defined as a way of 

separating ones product or service from those of its competitors in a way that it alters the 

buyer’s preferences (Chamberlain 1965). It is suggested by several authors (Chamberlain 

1965; Porter 1976; Breit & Ransom 1971) that product differentiation is both related to 

tangible and intangible differences in terms of the products or services offered by the 

different companies. The important thing is thus how this is perceived by the customer.  

 

The tangible differences are related to the physical attributes or characteristic of the 

product or the service. This might for instance be related to the design of the product or 

that the product is produced using more solid materials. The intangible differences 

however are related to factors such as brands, image, trademark etc. In order for a 

company to differentiate its product it is thus not necessarily related to the physical 

abilities of the product. The important thing is what the customers perceive.  If the 

customers perceive that a Gant shirt is worth more than any other shirt, then this is what 

matter in terms of the company’s ability to gain monopoly power in this segment which 

eventually enables it to raise its price. The intangible differences can be achieved through 

advertising, marketing and other activites that help ensure a strong company brand.   

 

In order for a company to gain monopoly power within its respective market segment and 

in order to develop new market segment where monopoly power can be exerted, the 

companies must attempt to differentiate their product and services (Chamberlain 1965). 

Product differentiation is thus the strategy of the firm in such a situation. This strategy if 

successful will lead to shift in the demand curve as showed in the diagram below. The 

company will then in the short term be able to exert a monopolist profit. In the long term 

the competitors and new entrants will however to a certain degree be able to imitate the 

uniqueness of the product in addition to that new substitutes might be introduced into the 

market that are perceived in the same manner as the company’s product. In the long term 

the demand curve will because of this shift downwards until zero economic profit can be 

exerted, which is the long-term equilibrium for the company as identified by Chamberlain 
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(1965). In order to exert profit on a short term basis as the companies must thus 

continuously attempt to differentiate their products and services by creating tangible and 

intangible differences as mentioned above. 

 

 

 

 

 

 

 

 

 

 

 

3.7 Competitive advantage 
 

According to Porter (1985) there are two ways in which a company can achieve a 

competitive advantage.  A company can either gain a competitive advantage through 

providing lower costs than their competitors or by adopting a differentiation strategy. It is 

also possible for a company to adopt a focus strategy where one of the two strategies is 

applied in a narrow market segment. The cost leadership strategy implies that a company 

manages to achieve lower costs than their competitor. If the company manages to provide 

lower cost than their competitors then this will eventually translate into greater profit for 

the company. Differentiation however implies that the company strives to achieve 

uniqueness in terms of certain attributes that are appreciated the customer. If the company 

succeeds with this the company will be able to charge a higher price in the market. 

Differentiation can as mentioned earlier in the previous sub-chapter be in terms of tangible 

attributes related to the products in addition to more intangible factors such as branding, 

image, additional services provided along with the product etc. 

 

The most important issue in relation to differentiation is according to Porter (1985) is that 

the uniqueness is actually valued by the customer and that he is able to perceive how this is 

valuable to him. What is valuable to the customer can be seen in relation to his value chain 

Figure 22 - Short term profit under 

monopolistic competition. Figure adapted from 

Waldman & Jensen (2013) p. 431 

Figure 23 - Long term profit under monopolistic 

competition. Figure adapted from Waldman & 

Jensen (2013) p. 431 
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and how the company manages to influence this. Value can be achieved either through that 

the company manages to lower the customer’s costs or that it manages to influence the 

customer’s result (Porter 1985). The costs can be lowered and the results can be improved 

through the company’s value chain and existing interlinks with the customer’s value chain. 

The value chain as mentioned in relation to purchasing and its role consist of primary and 

secondary activites where the primary activites are directly related to in the transformation 

and production of the product or service that is provided to the customer while the 

secondary activites support these activites. It is these activites in connection with the 

customer’s activites in his value chain that help describe how the company manages to 

differentiate itself from their competitor by lowering customer’s cost or by improving the 

customer’s results (Porter 1985).  

 

One example of this might be that a company provides supreme services in addition to the 

product that impacts the downtime of the customer’s service or product. For instance 

might an airline company, a bus company or any other company engaged in transportation 

services experience losses in the event of a situation where one of the airplanes or buses 

are out of function. This might then entail losses in terms of potential delays, passenger 

compensation and its impact on the company’s reputation or image. The supplier can then 

lower these potential costs that arise in such a situation by providing supreme service that 

enables the company to have the airplane or buses up and running again during a short 

period of time or by providing alternatives during this downtime that limits these losses. It 

is thus clear that the service activity in the supplier’s value chain impacts the customer’s 

operation activity in his value chain.  

 

This is however only one example and there might be several such links between the 

supplier and customer’s value chain. The more links that are created between the 

customer’s value chain and the company’s value chain the stronger is the uniqueness 

created and thereby the stronger is the achieved differentiation (Porter 1985). This is 

important because of as mentioned might the competitors after some time attempt to 

imitate this uniqueness and thus will the competitive advantage achieved earlier be 

diminished.  

 

Another important issue to note is that it is not only enough to lower the customer’s costs 

or improve the customer’s results. The customer must be aware of how the value is being 
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created in relation to the customer. This is however not always possible to perceive by the 

customer (Porter 1985). A product’s influence on the customer’s results might not always 

be possible to judge until after the product has been used by the company. The same is also 

the case in terms of services in that it is hard to judge for the company how the company 

actually benefits from the service that is being provided. In order to be able to extract a 

premium the company providing the product or service must thus provide a signal to the 

customer (Porter 1985). The customer can use this signal in order to judge how and if the 

product or service influences the company profit by improving lowering the customer’s 

costs or by improving the customer’s results. What is important for the customer is another 

words what it perceives as also identified by Ravald & Grönroos (1996) as mentioned 

earlier that separates between perceived customer benefits and perceived customer 

sacrifices. A signal of this can be created in terms of marketing measures, branding, image, 

trademarks etc (Porter 1985). 

 

3.8 Literature summary 
 

In this literature review we first of all started out general with providing a general 

overview of the theory associated to supply chain management and purchasing. This 

purpose of this was to attempt to explain and frame tendering within the language of this 

and help us understand the possible steps in the purchasing process. In the continuation 

auctions and the most important theory connected to this was addressed. The purpose of 

this was to clarify the auction concept and how it relates to tendering. In this we have seen 

that tendering is in fact a reversed auction where one buyer is interested in receiving bids 

from several suppliers. In relation to the auction part it was also addressed the importance 

of the auctioneer incorporating other dimension in addition to the price when the 

evaluating the different bids received.  

 

In the continuation quality and incentive problems was addressed. In this it was addressed 

that here might be an ex-ante and ex-post problem when the auction is based on quality as 

an additional dimension. Different measures in order to handle these problems was 

addressed in addition to the existing literature’s emphasize on the public sector in relation 

to such quality problems. At last were auctions in relation to negotiations addressed. It was 

here seen that negotiations tended to be the preferred means when dealing with more 
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complex projects as supported by the literature. It was however also emphasized that a 

combination of two is possible.  

 

The next part provided an overview of quality and how the literature defines this concept. 

The reason is as mentioned that quality might be related to several factors and it thus 

important to provide a clarification of this term. The literature provides us with an 

understanding of quality in which it should be seen as a total concept where product 

quality, services and signals of these two in terms of brands, image etc should be included 

in the concept and not only related to the physical products in term of conformance to the 

customer’s requirements, product failures etc.In the next part of the literature review the 

tendering practice in the public sector was outlined. This was addressed in order to 

complement and contrast the tendering practice in the private sector. In this we first of all 

explain the general tendering framework and the purpose of this in relation to the EU 

regulations. Tenders in two respective sectors was addressed and this helped clarify other 

dimensions in addition to price in these sectors in addition to how these are balanced when 

evaluating a tender using a weighing score. How the contracts are designed and how the 

parties are screened by providing different information was also emphasized.  

 

In the last part the theory concerning monopolistic competition and how a company can 

achieve a competitive advantage over its competitor was addressed. This is addressed in 

order to help explain how the different factors in the tender relate to the different actors 

and thereby the cluster’s ability to face global competition. It was here explained that the 

parties must continuously attempt to differentiate its product or service in order to shift the 

demand curve outward by promoting tangible differences related to product in addition to 

intangible differences such as marketing, branding etc.  

 

It was also addressed that company can gain a competitive advantage through adopting 

such a differentiation strategy. The company should see differentiation in connection with 

the customer value chain and how one can lower the customers cost or improve the 

customer results. It is also important to signal this value that is created in order to be able 

to exert a premium. The different parts in the literature and how they are connected to the 

research questions are summarized in the figure below.      
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4.0 METHODOLOGY 
 

4.1 Research Design 
 

The purpose of the research design according to Yin (1994) is to provide a basis to be able 

to answer the stated research questions and to derive a conclusion. It is however important 

to separate between research design and research methods. Research design refers to what 

kind of data that is necessary in order to provide answers to the research question and also 

involve how this data will provide the researcher with answers to his promoted research 

questions (Yin 1994). Research method however focuses on the type of data collection 

method that is being used, for instance it specifies whether quantitative or qualitative data 

should be use or if a mix of the two methods is required (Yin 1994). With regards to 

research design it can be classified in to experimental design, non-experimental design and 

quasi experiments.  

 

What will be relevant for this study is the non-experimental design which includes the case 

study (Yin 1994). The case study approach implies that an analysis of a single unit is 

conducted. The nature of this analysis can either be qualitative or quantitative, even though 

the qualitative approach is the most common in this setting (Yin 1994). The reasoning for 

conducting case studies is related to that the case study method in particular in a good way 

Figure 24 - Figure summarizing literature in connection with research 

questions. 
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allows for answering research questions on the form why and how. It does in addition to 

this provide a full explanation of the complexity and the nature of real word phenomenon 

(Voss et al. 2002). Case studies are also a good method when we are interested in 

exploring a certain phenomenon and when this is considered to be unknown (Voss et al. 

2002).  

 

In this study we are as mentioned interested in exploring the tendering process and quality 

in each different link. Because of this, we are interested in exploring a phenomenon in its 

natural context. The majority of the research questions in this study are also as mentioned 

how questions and since this is the fact a case study is considered a good approach. Since 

we are interested in the tendering process in each different link (equipment supplier-

shipyard, shipyard-shipping company, shipping company-oil company) we would however 

adopt a multiple case study approach. This implies that a total of three cases, one in each 

link, were explored in detail. The reason behind this is that we would predict to get 

different perspectives in each different case. This can also help to see the process and 

quality in supply chain perspective and whether what happens downstream in the supply 

chain has implications for the upstream actors.  

 

The rationale for this is in other words what Yin (1994) refer to as theoretical replication 

where we expect to produce different results in order to contrast and compare the different 

cases. Several cases were also used in order to attempt to partly replicate and verify what 

was said in the other cases. This was possible since the informants also possessed 

knowledge with regards to the other actors. The informants at Ulstein Group for instance 

also possessed knowledge with regards to the oil companies and their practice due to their 

involvement together with the shipping companies in some of these cases. Since Ulstein 

Group is present in almost the entire value chain, the informants thus possessed knowledge 

also with regards to some of the issues in the other cases. The informant at Remøy 

Shipping, Karsten Sævik, due to his previous position as COO at Ulstein Shipbuilding also 

possessed knowledge with regards to the other link (shipyards-shipping company). A 

multiple case study was thus also conducted in order to also partly ensure what Yin (1994) 

refers to as literal replication, where one conduct several cases in order to secure that the 

same results are also achieved. This also helps strengthen the validity.  
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In relation to research design and the abovementioned, is an important factor to identify 

the unit of analysis. The unit of analysis refers to what is being analyzed in the study or 

more specifically what kind of entity that underpins the analysis. The entity that forms the 

basis of the analysis can either be individuals, groups, firms etc (Yin 1994).  The unit of 

analysis in this study will be the tendering processes in each different link in the marine 

service supply chain. The reason for this is that we as mentioned are interested in looking 

at the tendering process in each link, how it takes place and the importance of the different 

quality factors. These factors will also as mentioned be connected to how they improve the 

actors’ ability to tackle global competition. 

  

4.2 Data Collection 
 

Concerning the data collection part we have that the data that is collected can be classified 

into two categories. The two classifications are modeled data and empirical data (Ellram 

1996). Empirical data involves data from the real world that are typically collected through 

conduction surveys or by using case studies (Ellram 1996). In this study we will deal with 

real world (empirical) data since the study is based on multiple case studies. In order to 

explore the tendering process that is a real world phenomenon it is exactly necessary to 

collect data that describes this real world phenomenon in the best possible way. This study 

will be of a qualitative nature involving a multiple case study. The data that is acquired 

might be separated into primary data and secondary data. In a qualitative research study we 

might have interviews, data from focus group or observations as our primary data sources. 

The secondary data sources can be accounting reports, journal articles, newpapers articles 

etc (Anderson 2010). 

 

4.2.1 Primary data 
  
In this study the primary data source has been interviews. The advantages related to 

conducting interviews are according to Yin (1994) that the interview is targeted in terms of 

that the focus is put directly on the topic. It is also in addition this advantageous when the 

case study involves human behavior and human affairs. In our situation this is the case in 

that decision makers are involved in the tendering processes exerting a certain influence. 

Collecting data based on interviews can however imply a problem in terms of that they 

involve verbal consideration that can easily lead to bias due to for instance the questions 
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that are asked during the interview and that the informant according to these question gives 

answers that the interviewer wants to hear (Yin 2003).  

 

Observation is another method that could be considered used in such a context since the 

researcher should be interested in using several methods in order to secure the construct 

validity in a best possible way. Observations were however not used in this thesis due to its 

property in terms of being time-consuming in addition to it demanding a lot of resources. 

If this should be possible in this thesis, it would require the thesis author to work in 

companies in the different link for a period of time in order to observe the practices. This 

is thus too time-consuming in terms of the scope of this thesis and because of this 

interviews were the main primary data source used in this thesis.  

 

The interviews were conducted in relation to the principle informants. The principle 

informants are the persons that are best informed about the phenomenon being study or the 

data being researched (Voss et al. 2002). The key informants in relation to this thesis are 

the persons in the shipping companies, shipyard, equipment supplier that are involved in 

the tendering process and that have detailed knowledge concerning the different quality 

factors and the importance of these. The informants that were selected all have detailed 

knowledge concerning the tendering process in relation to their company.   

 

In relation to the first case study, that concerns the equipment suppliers and the shipyards’ 

tender processes the marketing director at Brunvoll, Per Olav Løkseth, was interviewed. In 

his position as a marketing director he possesses detailed knowledge with regards to these 

processes and the different procedures when equipment like thrusters is sold to the 

shipyards. In the second case, CEO Gunvor Ulstein and Deputy-CEO Tore Ulstein at 

Ulstein Group were interviewed that both possesses detailed knowledge with regards to the 

tender process in this link in addition to the market and its future prospects. The last 

interview was conducted in relation to Remøy Shipping and their informant CEO Karsten 

Sævik. In his position as a CEO he possesses detailed knowledge with regards to the oil 

companies’ tenders and the market in relation to this.  

 

The interviews were conducted face-to-face where some follow-up questions were asked 

via e-mail. The advantage related to conducting interviews face-to-face compared to 

conducting interview via e-mail or telephone is that face-to-face interviews enable the 
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interviewer to observe the informants body language. All the interviews were conducted in 

a structured manner where an interview guide was developed prior to the interview as can 

be found in the appendix. The informant was however allowed to speak freely and some of 

the questions in the interview guide were developed in an open manner that invited the 

informant to speak freely. The informants were asked if the interview could be recorded 

and two of the interviews were according to this recorded and eventually transcribed after 

the interview was finished. The transcriptions were sent to the informant afterwards. In 

relation to the interview that was not recorded, notes were taken during the interview that 

was elaborated immediately when the interview was finished.  

 

According to Jacobsen (2005) there are both advantages and disadvantages related to 

recording interviews. The advantages of recording interviews is clear in that in helps the 

interviewer in terms of that it eases the focus in terms of taking notes during the interview 

something that lets the interviewer focus on asking questions and keep eye contact with 

informant during the interview. The disadvantages might however be that the recording 

imposes a restriction in terms of the information provided in that the informant might not 

feel free to share all relevant information.  

  

4.2.2 Secondary data 
 

Secondary data, which is data collected by another party, that was used in this thesis are 

tendering documents, conference presentations, newspaper articles, academic articles, 

textbooks and company annual reports. The tendering documents were provided after 

requesting the informant if this could be provided. In the appendix some examples of these 

tendering documents can be found where amongst other extracts from the yards 

specification can be found that provides useful information with regards to some of the 

information that the informant provided during the interview. In the appendix an example 

of an invitation to tender on behalf of one contractor and an oil company can be found that 

exemplifies the importance of documenting safety and the company’s track record in terms 

of this in addition to the crew and its qualifications.  

 

A conference presentation that is used in this thesis is first of all a presentation that was 

held by Bourbon COO, Gäel Bodenes, at the annual NCE Maritime Conference in 

Ålesund. In this presentation he addresses what is important in relation to Bourbon in order 
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to succeed with their long term strategy. This was used in order to complement what was 

mentioned in relation to the information provided in the interview. It was also used as a 

reference point when developing the interview guide. The second conference presentation 

used in this paper is related to Statoil and their evaluation of the environmental 

performance in alternative transport solutions in their upstream logistics.  This presentation 

was held by green logistics project manager at Statoil, Karoline Norlund, at Molde 

University College. This provides interesting consideration with regards to different 

approaches in order to reducing the fuel consumption and improving the efficiency in 

relation to the offshore supply vessels. 

  

In order to find the most relevant journal articles in relation to the literature review part a 

thorough search in all the journal databases such as Scientific Direct, ProQuest and Google 

Scholar was conducted. The maritime companies’ annual reports were finally investigated 

in order to attempt to find relevant information. In relation to this, it was in Farstad 

Shipping’s annual report found an interesting overview over their contract structure that 

was used in order to provide evidence of options and the importance of this as also was 

emphasized by the informant.  

 

4.3 Validity & Reliability 
 

Two important terms in relation to a study is validity and reliability. Validity might 

according to Yin be separated into construct validity, internal validity an external validity. 

Construct validity refers to if we are able to use the right measures in order to capture the 

phenomenon or concepts that it currently being studied. In other words that one actually 

measures what is intended to be measured. Internal validity however refers to the ability to 

establish a relationship springing from causality rather than a spurious relationship where 

no of the conditions leads any of the other conditions (Voss et al. 2002). External validity 

refers to if it is possible to generalize the findings beyond the study being conducted (Voss 

et al. 2002).  

 

The construct validity in this thesis was first of all dealt with in that several sources of data 

were used. As mentioned above is the study based on interviews in each link that is as far 

as possible supported by secondary data such as tender documents, conference 

presentation and other relevant secondary data sources. In addition to this, has construct 
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validity been secured in that the informants have been provided the opportunity to review 

the transcript and drafts in order to secure that this is in accordance with what was 

addressed in the interview. I also had frequent meetings with my supervisor where the 

case/interview findings were discussed.  

 

Because the informants also as mentioned had detailed knowledge with regards to issues in 

the other link, it was possible to address issues that were not only connected to their 

specific case. This thus helped to confirm and validate some of the findings that been 

discovered earlier. An example of this is that the informant at Ulstein Group also 

possessed knowledge with regards to the other links due to Ulstein involvement with the 

oil companies and because of Ulstein Group’s involvement in the entire value chain. This 

thus helps to strengthen the validity.  It was also secured in that it in the cases was clear 

from which informant the information had been provided and which of the tender 

documents that had been applied in that specific case.  

 

The internal validity has not been considered since it is according to Yin (1994) only 

relevant for explanatory case studies that attempt to determine a causal relationship. With 

regards to the external validity, which deals with whether it is possible to generalize the 

findings in the study or not, we have that the findings in this study are not possible to 

generalize to represent the whole population which in this case consist all the companies in 

the maritime cluster. This thus represent a weakness in relation to the study and one most 

thus in order to confirm the findings conduct a quantitative study where the findings are 

possible to generalize to the whole population. This study therefore serves as a background 

providing an understanding of the basic concepts that can serve as a basis for such a study. 

 

Reliability deals with that someone should be able to follow the same procedure if the 

study was conducted all over again. This was secured in that a case study database was 

created. This implies that all the files, tender documents, specifications, notes and 

transcriptions was kept separated in each different case by creating a separate folder where 

all the information that was relevant to this case was stored and organized in order to make 

it easy to follow the same procedure and understand the findings in the study.  
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5.0 EMPIRICAL FINDINGS 
 

5.1 Case 1 - Equipment Supplier 
 

5.1.1 Process 
 

How the process is set out in this link depends on several factors. First of all will it depend 

on whether the equipment needs to be shaped according to the vessels or that if it has other 

implication in terms of how the vessel is designed. Examples of equipment like this are for 

instance the machinery, main propeller etc. Thrusters however as the case is with Brunvoll 

are however rather standardized equipment that quite easily fits in compared to other 

equipment. If this is the case that the equipment needs to be shaped accordingly to the 

design of the vessel, it is then important that the equipment suppliers are engaged early in 

the process in order to make sure that the equipment fits in accordance with the design of 

the vessel.  

 

Another factor that impacts how the process is set out is the customers and their 

relationship with the company. For instance with regards to customers from the Møre and 

Romsdal maritime cluster and the additional actors in the cluster there exists a relationship 

that is characterized by a great deal of mutual trust. The actors in other words trust each 

other which imply that it sometimes is just enough to make a simple telephone call to the 

company when equipment is needed. The company then knows what the customer needs 

and the customer knows what the customer will get. The parties trust each other in such a 

way that eventual problem that might arise later will be handled by the equipment supplier 

together with the shipyard.  

 

The process will also depend on the size of the customers. If the customer is a big 

organization that is listed on the stock exchange the need for more formal processes are 

required. The reason for this is that these organizations then needs to answer to shareholder 

and other interest groups. Family owned organizations like Brunvoll can however to a 

larger extent freely decide how the process should be set out. The process will also be 

different if several vessels in a series are built. The terms in the contract will then already 

have been negotiated and it is just then for the customer to tick the “repeat button” in order 

to place its order when more equipment is needed. This is in other words in accordance 

with the straight rebuy situation as mentioned in the literature in which only the ordering 
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function in the purchasing process is carried out. It might for instance be the case that the 

shipyard has an option in the contract that can be exercised within a certain time limit and 

we will then have such a situation in which the terms already have been negotiated. 

 

The usual process when the shipping companies are interested in acquiring a vessel is that 

they approach the shipyards that either are connected to a certain design office or that the 

shipyard has its own designers through a design office being part of the consolidation like 

the case is with Ulstein Group. Another possibility is that the shipping companies go 

directly to a design office in order discuss different possible solutions. The design office 

will then in the next part approach the brokers that eventually address the shipyards. There 

are however several ways in which the shipping companies can acquire their vessels and 

we will come back to this in detail in the next case.  

 

The important part from this is however that the shipyards after this step will make a 

request to the equipment suppliers.  It is however possible that the shipping companies 

address the equipment suppliers directly. This might be the case when time is of the 

essence and the shipping companies are engaged in negotiations with several shipyards. In 

order to ensure that the equipment supplier can start the production the shipping company 

will then address the equipment supplier directly. In the building program this will then be 

an owner-supply that is included in the contract between the shipyard and shipping 

company. It might also be the case that the shipping companies want to secure that 

sufficient amount of time is in place and thus therefore sign a side agreement with the 

equipment suppliers that is eventually transferred to the shipyards with the terms that have 

been agreed upon by the equipment supplier and shipyard. The most usual situation is 

however for the shipping company to address the shipyards that will eventually address the 

equipment suppliers. 

 

When the shipyard approaches the equipment supplier, it will then make a request 

including the relevant specifications. An example of such a request and the corresponding 

specifications can be found in the appendix. The specifications are an extract from the 

vessels specification and thus only the relevant chapter for the equipment supplier is 

provided to his side. In Brunvoll situation the relevant chapter which is chapter 4 in the 

yard specification that deals with the manoeuvring machinery and equipment. In addition 

to the chapter 4, chapter 1 is also provided that states the more general requirements in 
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terms material, certification and environmental conditions that needs to be satisfied. The 

specifications in the chapter that is relevant for the equipment supplier states the 

requirements that must be fulfilled e.g. that the input power needs to be 1500 kW and the 

diameter of the propeller needs to be 2400 mm. It can thus be seen that the specifications 

that are provided to the supplier are in accordance with the purchase order specification as 

mentioned in the literature. Some of the terms are however negotiated in the next step. 

 

In the agreement that is agreed upon between the shipping company and the shipyard a so-

called maker’s list is included that is related to the most important equipment in 

connection with the vessel e.g like thruster, different motor types etc. In each equipment 

category there are typically included 3-4 supplier that are considered viable candidates for 

the job. The shipping companies and shipyards will then state their respective preferences 

in terms of this. If this agreement then is signed with any further considerations, it will 

then be up to the shipyards to decide the equipment supplier. The shipping company will 

however have the final word with regards to this and thus have to approve the equipment 

suppliers that have been chosen.  

 

The shipping company also will have its preferences in terms of this and in this relation 

might the ship-owner demand equipment from one specific supplier e.g that he demands 

that the thrusters are acquired from Brunvoll and that they would prefer this. In order for 

this to be possible the ship-owner must then trade this against something else or pay the 

extra if this is required in order to get the specific supplier. The informant has experienced 

that this have been the case in some situation where the ship-owner pays the extra in order 

to get thrusters specifically from Brunvoll. The shipyards then sends a request (RFQ - 

request for quotation) to the 3-4 equipment suppliers that constitute the maker’s list within 

each equipment category. The companies that constitute the list are companies that the 

shipyards know are capable of doing the required job. It is thus seen that previous 

experience and its relation with the shipyard are important. The maker’s list is in 

accordance to drawing up the bidder’s list which as mentioned is an important part of the 

supplier selection stage in the purchasing process.  

  

After the equipment supplier receives the request from the shipyard he will then respond to 

this request before he eventually awaits response from the shipyard. If the equipment 

supplier is then selected to do the required job the parties will then in the next part engage 



68 

 

in negotiations where they negotiation the terms and the final price. When this stage is 

over the shipyard will place their order and receive an order confirmation from the 

equipment supplier.  The equipment is then finally handed over to the shipyard and the 

equipment supplier sends personnel in order to make sure everything fits accordingly and 

in order to handle any eventual problems. 

 

5.1.2 Price vs Quality 
 

With regards to how price and quality is balanced and weighted when evaluating the 

different bids that have been received from the equipment suppliers, it should be noted that 

the market is established and that the different actors know the market and the different 

quality levels in which the different actors are situated. When the shipyard in other word 

addresses the different equipment suppliers, it knows what quality the different actors are 

capable of providing. If for instance Brunvoll experiences that the shipyard considers the 

actors that are perceived to be amongst the cheapest suppliers, then this will make 

Brunvoll lose their interest and this will be communicated to the shipyard since it knows it 

is not able to match the cheapest suppliers in terms of price.  

 

When the shipyards acquire the equipment from the cheapest suppliers, this however 

involves a certain element of risk. The reason for this is that shipyard is not aware of the 

level of support that is received after the purchase. Technical support after the purchase 

can be related to shortcomings and defects and this can be very important after the 

purchase. Quality in this link is related to the quality of the mechanical product that 

implies that it actually work like it is intended and doesn’t fail in addition to the quality of 

the service that is provided. Quality it thus a total concept in which several dimension 

should be considered as mentioned in the literature part of this thesis. When the actors base 

their decision it is thus a total cost of ownership perspective that is adapted. A product 

might be cheap in terms of the price that is paid but might be expensive if one considers 

the costs that occur over the entire lifetime of the product, in other words the lifecycle 

costs of the product. This is in accordance with was addressed by Takeuchi & Quelch 

(1983) and Ellram & Siferd (1993) that was addressed in the literature part.  

 

In this relation, it is however important to note that the ship-owners as mentioned also 

should have a saying with regards to the equipment supplier that is selected. In this 
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relation, has for instance the informant experienced that many of the ship-owners are not 

interested in acquiring equipment from Chinese suppliers due to the fact that the know that 

the quality is poor, both in terms of physical product and the service that is provided after 

the purchase. The ship-owners thus have a considerable amount of influence on this 

process which is related to that there might be much at stake after the purchase in terms of 

follow up and technical support that is crucial from their perspective.  The evaluation 

process in this link because of what has been mentioned deals with balancing the 

numerical price of the product with the total lifecycle costs of the product when 

considering the different actors. The market is also established so the different actors know 

what quality will be provided when addressing the different actors. If for instance a 

shipyard chooses to address Brunvoll it is because the company knows it will get a top 

quality product with life-time support. 

 

5.1.3 Quality incentives  
 

The quality incentive problems that was address in the literature part is handled by using 

different measures. The ex-ante problem in that the company only attracts weaker bidders 

is to a large extent avoided by the pre-qualification stage in which the maker’s list created. 

The bidders which are on this list are the only one who will be allowed to provide an offer 

to the shipyard. When preselecting which companies that are allowed to provide an offer to 

the company, the actors will as mentioned know what quality level the equipment supplier 

is able to provide the company. This ex-ante problem where the auction might only attract 

weaker bidders is thus not the case here like in the public tendering cases where an open 

tender procedure is followed. In an open tender situation all companies are allowed to 

place their bid according to the tender procedure and if the evaluation criteria are solely 

based on price then this can as mentioned be a problem.  

 

The ex-post problem in which quality is deterred after the contract has been signed can 

however be a problem. This is handled by using different measures. First of all are 

relations and the equipment suppliers’ previous experiences with the shipyards important 

when the shipyard and the shipping companies decide the maker’s list. The market is as 

mentioned rather established and especially the relationships between the actors are 

characterized by a high degree of mutual trust. That this is the case will help avoid 

opportunistic behavior taking place as was mentioned in the literature and it is also clear 
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that an equipment supplier with a bad reputation in terms of the quality it has provided in 

its previous relation with the company will be excluded from future maker’s list. This will 

help discipline the equipment supplier in terms of providing the quality that the contracting 

parties have agreed upon. In this it also lies that it is possible for the equipment suppliers 

to signal quality by developing strong brands. This is especially true for new actors that 

haven’t been engaged in any previous relationship with the shipyard. By attempting to 

signal quality will increase their opportunity in term of being on the maker’s list. For a 

new actor to build a brand will however take time and can be demanding in terms of the 

resources that are required.  

 

This ex-post problem is however also avoided by introducing options in to the contract. 

The shipyard can as mentioned have introduced an option into the contract that gives it the 

right to acquire more of the same equipment with the terms that have been negotiated by 

the two parties. The shipyard can then exercise this option within a certain time limit. The 

option will as mentioned help discipline the equipment supplier in that if the shipyard is 

not satisfied with the quality of the product or the service that is provided it can avoid 

exercising the option. The option in other words introduces a “threat effect” that helps 

discipline the equipment supplier as was discussed in the literature part. 

 

5.1.4 Quality 
 

The most important thing in relation to quality is that it must be adapted to the different 

customers’ needs. Quality in this link is related to both the quality of the mechanical 

product and quality of the service that is provided to the customer after the purchase. The 

quality of the mechanical product is related to that the product actually functions properly 

and that it doesn’t fail. The informant exemplifies this with a fisherman where the thruster 

on his vessel stops functioning properly. When this is the case, the fisherman might lose 

his entire catch something that might imply great economic consequences from his 

perspective. The same would however also be the case for a shipping company that 

provides offshore marine services to the oil companies. If the thruster fails this will imply 

a loss in terms of income and/or increased costs. The shipping company would then have 

to possibly rent expensive replacement tonnage in addition to the costs that are required in 

order to fix the thruster. It in another word impacts the technical availability rate of the 

vessels and impacts the company’s records in terms of this.  
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It is also closely connected to safety in that such a failure in relation to the thruster or any 

other equipment could lead to a severe accident where people are injured or where one 

experience emissions from the vessel. This thus impacts the shipping companies track 

records in terms of this, which we will see later in the next cases is important for the oil 

companies. From what has been mentioned it can be seen that quality in terms of the 

mechanical product implies that the product functions properly and that the company 

experiences no defects. It can also be seen that this is in accordance with what was 

mentioned in the literature part. The mechanical product and the quality of this, is however 

also closely related to the aftermarket services as addressed by Takeuchi & Quelch (1983). 

A poor product is terms of quality will as mentioned be reflected in that the demand for 

aftermarket services will increase in the later stages and this can be seen from this case.  

 

Another additional factor in relation quality is however the quality of the service that is 

provided to the customer. In relation to this are the technical support and additional 

aftermarket services important. This support will be important in relation to eventual 

defects, errors and scheduled repairs. In addition to this is it important that the equipment 

suppliers have spare parts available in stock. The reason for this is that the shipping 

companies are interested in correcting the defects or conduct the repairs as fast as possible 

in order to have the vessel available for operations again. When the vessels are out of 

operations, then this can as mentioned imply as loss in terms of income or an additional 

cost for the ship-owner since it possibly have to rent costly replacement tonnage. In other 

words the longer the company has to wait until the vessel is back on the sea, the more 

inconvenient it is for the ship-owners.  When this is the case the company’s track record in 

terms of this will also possibly be impacted something which can impact the outcome of 

future tenders that the company is involved in.  

 

The technical support and aftermarket part is something that Brunvoll is supreme in term 

of compared to many of their competitors, both the many of their Norwegian competitors 

and most of their global competitors. The company has all the necessary expertise in-house 

that knows the product and the organization well. By having only one product line the 

engineers are specialized on this and they thus know the product outside in. In addition to 

this, has Brunvoll all the necessary spare parts in-stock. This is costly but impacts the 

service that it provided to the customer in that it help shorten the time the customer has to 
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wait until the vessels is back in operations. This factors that are mentioned are also 

strengthened by a strong brand name that helps to signal this quality.  

 

What can be seen from what has been mentioned is that quality in this link can be defined 

as a total concept where quality is to both the quality of mechanical product in addition to 

the quality of aftermarket services that is provided to the customer. This is in accordance 

with what was mentioned in the literature part where quality is both related to product in 

which it is related to the amount of product failures and defects in addition to the services 

that is connected to the expectations of the customers and the deviations from this ex-post. 

It is in another words part of a total concept where not only the price matters but where 

also the total lifecycle costs and lifetime support in relation to the product matter. 

 

An additional factor in relation to quality is the various environmental factors. This is 

amongst others related to different environmental factors in relation to the mechanical 

product. First of all is it important that for instance the wires and cables related to the 

product are of the correct material such that in the event of a fire or great heat the cables 

and wires don’t give off any hazardous, toxic substances. In addition to this it might be 

that the equipment must be asbestos free and/or that the oil that is used in the product 

needs to be biologically dissolvable, in other words an environmentally acceptable 

lubricant. This is especially required when the vessels operates in US waters. 

 

 It might also be that the certain factors needs to be documented through a green passport 

where one declare that certain materials are not included in the product or how great the 

share of this material the product consists of. In addition to this are the different factors 

that impact the working environment important, which also is a part of the HSE-term. In 

this relation is it important the equipment satisfies the different noise requirements that are 

stated by the company. In relation to thruster this is an important part since the level of 

noise can directly impact the working environment in that it impacts the crew members’ 

ability to rest. If there is too much noise then this will possibly make the crew unrested 

which in the next turn might lead to dangerous situations and impact the on board safety. 

 

In addition to what has been mentioned, there are also additional factors that are important. 

It is first of all important that the suppliers are able to deliver the equipment on time. If this 

is not done, the completion of the vessel will not be finished on time which in the next turn 
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might result in that the shipyard will not be able to deliver the vessel to its customer on 

time according to the contracted delivery time. When the vessel is delayed, then this might 

be costly for the ship-owner in terms that it might be necessary from his side to rent 

expensive replacement tonnage in order to be able to fulfill the contract. In addition to this 

can factors such as branding and renommé. These factors help to signal quality and thus 

elevating the other factors such as the product quality and quality of the aftermarket 

services. Quality is as mentioned in the literature not only related to the actual quality, but 

also how the customer perceives this quality. The perceived quality in terms of services is 

as mentioned a result of the comparison between the customers’ expectation and what the 

customer perceives. Such as efforts as branding and building renommé will thus impact the 

customer’s expectation. 

  

5.1.5 Quality and competitive advantage 
 

Quality as mentioned in this link consists of both the quality in term of the mechanical 

product and quality in terms of the services that are provided to the customer. When 

considering how the abovementioned factors impact the equipment supplier in the cluster’s 

ability to tackle global competition, one thus has to look at quality as a total concept like it 

was addressed above. In terms of the quality of the mechanical product the difference 

between the Norwegian equipment suppliers and the abroad actors might be a significant 

factor. Some of the Asian competitors might provide a product where the quality of the 

mechanical product is inferior to their European competitors. Like the case is with 

Brunvoll selling thruster the requirements in the specifications might be to provide a 

thruster that provide an input power of 1000 kW. This might be provided with a totally 

different quality in terms of the mechanical product amongst the different actors.  

 

The Asian competitors might sell their equipment at a considerably lower price. This 

however as mentioned implies a risk for the shipyard and ship-owner in terms of the 

technical support that is provided after the purchase. Quality should thus be seen as total 

concept where the quality of the service that is provided after the service also matter. Even 

though the Asian competitors might seller their equipment at a considerably cheaper price, 

the equipment suppliers in the cluster can actually be cheaper if one considers all the costs 

that occur during the entire lifetime of the product such as repairs, maintenance, spare 

parts etc.  
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The informant exemplifies this with a situation where something might be missing or 

broken in relation to the product after the purchase. For many of the actors in the cluster 

this is easily solved in which the spare parts are available in-stock. This is however not 

possible when dealing with the Asian competitors since no such inventory of spare parts 

exists. This part then has to be brought in by plane something that takes time. The time the 

vessels is out of operation might as mentioned be crucial from the ship-owner perspective 

in that the time the vessel is out of operation the ship-owner might experience a loss in 

terms of income and/or increased costs in that the costly replacement tonnage must be 

rented. This is an example of such costs the ship-owner and shipyards should take into 

consideration when acquiring equipment from the actors operating in the cheaper segment 

where the quality in terms of the mechanical product and the service that is provided is 

inferior to the actors that operate in the high quality segment. 

 

 

Figure 25 - The interlinks between equipment supplier’s value chain and the ship owner’s value chain. Adapted 

from Porter (1985). 

 

In the literature we as mentioned addressed how one should consider the interlinks 

between a company’s value chain and a customer’s value chain in order to explain how a 

company has differentiated from its competitors. In our situation it can be seen that is the 

interlinks between the equipment suppliers’ service activity and the shipowner’s 

operations that partly helps explain the actors ability to tackle global competition. This is 

as mentioned related to that the ship-owners know that after the purchase the equipment 

suppliers in the cluster have a better technical support and aftermarket services after the 

purchase. This will impact his value chain in that the time the vessel is out of operation 

will be reduced something that in the next turn will help save costs and reduce the loss of 

income from his perspective.  
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In relation to this the companies in the cluster also have an advantage in terms of that they 

are closer to the ship owners and their operations. This imply in others words that for a 

shipping company operating in the northern sea it would take more time and thereby be 

more inconvenient in order to go abroad to fix a problem in relation to the equipment. The 

companies in the cluster are situated closer and thus simplify this process. It should as be 

taken into consideration that the actors in the cluster have developed a good relationship 

where the actors trust each other. That this is case also help give the actors an advantage in 

terms of that the customer know what they will get and that the equipment suppliers know 

the needs of their customers.    

 

The advantage is however also linked to the interlinks between the technology 

development activites in the two value chains that again impact the ship-owner’s operation 

activity. The technological development activity in this case is related to the development 

of new solutions in relation to the equipment. The companies in the cluster here have an 

advantage in terms of that they are closer to the problem. The reason for this is that the 

cluster as mentioned is represented by all the respective parties in the supply chain, both 

equipment suppliers, design offices, shipyards and the shipping companies. Since most of 

the shipping companies are situated here, then this help give the equipment suppliers 

access to the relevant problems that the shipping companies and the additional parties 

experiences. This access gives them an advantage when developing new solutions in that 

they know the shipping companies’ needs and the relevant problems. That the other actors 

are present here also help when considering the integration of the different solution 

something which is simplified when all actors are present in the cluster and help share 

relevant knowledge. This advantage is in other words directly related to the cluster effect 

that the actors experience.     

 

It is the combination of these factors that together impacts the equipment supplier in the 

cluster’s ability to cope with foreign competition. In addition to this is branding important 

in that it help signal quality. It is as mentioned in the literature important what the 

customer actually perceives and not only the actual difference in terms of the mechanical 

product and the service that is provide. Branding and imaging help the customer to 

perceive this difference and thus allows the company to charge a premium. There are many 
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of the actors in the cluster that have managed to build a strong brand name such as 

Brunvoll, Rolls-Royce etc.  

 

It is altogether these factors that have made the actors able to face the competition from 

many of their global competitors. The abovementioned factors together help shift the 

demand curve upward allowing the companies to exert a profit. It however as mentioned 

expected that the competitors will follow and attempt to imitate the success factors of the 

equipment suppliers in the cluster. The mechanical product and the service that is provided 

can is fairly easy to imitate. The cluster effect and branding is however more difficult to 

imitate in that it takes time to build a strong time and to develop a complete cluster where 

the actors are present sharing knowledge and integrating solution in close cooperation with 

the other actors. 

 

 

 

 

 

 

 

 

 

 

5.2 Case 2 - Shipyard 
 

5.2.1 Process 
 

There are several ways in which the shipping companies can acquire their vessels, and we 

will in the following attempt to address all the possible ways in which this can be done. 

One way in which this can be done is that the shipyards might contract the vessels on their 

own behalf without having a specific buyer at that time. The vessel is then after it is 

finished sold to an investment company in the consolidation where the risk is transferred. 

The shipyard and the owners have then prior to the completion of the vessels set up this 

Figure 26 - The abovementioned factors impact 

on the equipment supplier in the cluster’s profit. 

Figure adapted from Waldman & Jensen (2013) 

p. 431 
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investment structure. An example of this is Ulstein Group where the vessels after their 

completion are transferred to an investment company, Blue Ship Invest.  

 

When this is the case, the vessels are thus in reality contracted on the shipyard’s own 

account and risk since it doesn’t necessarily have a buyer at that time the vessel is 

contracted (except from the investment company that as mentioned is a part of the 

consolidation). It is however important from the shipyard’s side to analyze the market 

prior to the vessel is contracted in order to predict the market developments and the 

possibilities in relation to reselling the vessel in the future to one of the shipping 

companies. It is seen that when this is the situation we in fact have ordinary auction where 

the shipyard (the auctioneer) is interested to sell the vessel to many buyers as represented 

by the shipping companies (bidders). This is in contrast to the ordinary situation where we 

have a procurement auction where on buyer (the auctioneer) is interested in procuring from 

several suppliers (bidders).  

 

The vessels that are sold in this way are typical standardized platform supply vessels that 

belong to the lower class of the quality pyramid. These vessels, as mentioned in the 

industry part, are rather standardized compared to the more complex subsea vessels that 

belong to the upper class of the quality pyramid. The subsea vessels and the other vessels 

that belong to the upper class of the pyramid are thus better suited for tailoring than the 

more standardized vessels that can be contracted on the shipyards own account and risk. 

As seen from the industry part, are most of the vessels that are contract in the cluster so-

called upper class vessels. Contracting vessels belonging to the lower class on one’s own 

account and risk thus represent a market niche that is exploited by some of the actors. 

Since these vessels are more standardized, brokers are typically not involved.  
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The reason that this is a profitable way of selling the vessels is related to three different 

factors. First of all have the shipyards after the financial crisis received less money 

throughout the entire building process of the vessel. The shipyards have in addition to this 

been forced to contribute more on the equity side in connection with financing the vessels. 

A third factor is that the taking over guarantee has been reduced, which is related to the 

shipping companies guarantee that they will take over the vessels once it is finished. That 

this is now reduced implies that the shipping companies can choose up to the point of 

delivery whether the shipping company actually wants to purchase the vessel. It is in other 

words possible for the shipping companies to cancel the deal all the way up to the point of 

delivery. These factors together contribute to that the shipping companies in reality have 

an option to buy the vessel. The question is then if the shipping companies actually buy the 

vessel or if they in reality buy an option to buy the vessel. These factors altogether 

contribute to that the risk of contracting vessels on the shipyard’s own account and risk is 

not that much greater than selling vessels according to speccs. 

 

Another way in which the shipping companies can acquire their vessels is if the shipping 

companies develop specification and address the shipyard that will design a vessel, either 

through that the shipyard is connected to a specific design office or that it has its own 

designers as a part of the consolidation like for instance the case is with Ulstein Group. 

Another possibility is that the ship-owners when developing the specification addresses a 

design office and that they in close cooperation develop the specification of the vessel. The 

parties will after this address the brokers that in the next stage address the different 

Figure 27 - The quality pyramid and different levels 
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shipyard and run a tender. The broker can in this connection exert a great deal of influence 

in relation to complex projects were vessels are built according to specifications. They 

have an in-between role where they according to the informants manage to achieve good 

margins by taking very little risk. According to the informant they are focused on the 

transaction and have no relation to product development and long term thinking. When the 

brokers are involved they engage in hard bargaining where the shipyards are pressured 

towards lowering their prices.  

 

It might also be the case that the vessel is a new build that it tailored to the oil company’s 

specific needs and that will be engaged on a long term contract. This new build vessel is 

then a part of the tender (part of the shipping companies bid in this tender) between the oil 

company and the shipping company. It can thus been seen when this is the case that the 

shipping company has already addressed the shipyard on the basis of the requirements and 

specifications developed by the oil company as a part of the tender that has been issued. In 

this connection then we might for instance have Eidesvik and Subsea 7 competing with 

Ulstein quality and DOF competing with Vard quality in the tender. It should thus also in 

this connection be mentioned that it is possible for the shipping company to also address 

the contractor and together with it develop the vessel specifications.  

 

What can be seen from this is that most of these procedure involve that specifications are 

developed, either it is in connection with a design office, the oil company or the contractor. 

The shipyard in the next stage receives a request (request for quotation or request for 

tender) from either the shipping company or the broker. The shipyards then responds to 

this and if it is chosen they might in the next stage be engaged in negotiations together 

with the brokers/shipping company,  if this is the case, with regards to the final price and 

terms. It is typically the vessels that belong to the upper class of the quality pyramid that 

are acquired using the above mentioned procedures where the vessel specifications are 

developed. These vessels are as mentioned more complex vessels that are tailored to the 

customer’s specific needs.  

 

I connection to the cases where the vessels are built according to specifications, whether it 

is in cooperation between the shipping company and designers, contractors etc., and where 

the shipyards are addressed isn’t the process where the bidder’s list are drawn up a 

rationale process. The reason for this is that the different actors have their preferences in 
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terms of the shipyards and design offices that should be selected during this process. It is 

in other words a process that is emotional based and where the previous relations between 

the different actors matter a lot. It is however also a difference between the different actors 

where some of them have adapted a more analytical approach than compared to their 

competitors.  

 

5.2.2 Price vs Quality 
 

Locally the actors however have preference of who they cooperate with that is based on 

the previous interactions and trust that have developed between the involved parties as a 

consequences of the previous interactions. That this is the case also has implications in 

terms of how price and quality is balance and how this is communicated to the different 

bidders. The shipping companies communicate their quality demands in advance and the 

shipyard knows through its previous interactions with the different shipping companies 

which of the different actors that demand top notch quality.  

 

With regards to price and quality and how this is weighted, this has led to a development 

where it is important for the shipyards to engage in paid activites in relation to the oil 

companies and the contractors. The reason for this is that it is the oil companies and 

contractors that in many ways dictate what is important for the different actors to focus on 

in terms of quality and how they appreciate this. When considering, as we will see in the 

next case, that the oil companies do not communicate their priorities in terms of quality 

versus price and how the different factors are weighted, then this underlines the 

importance of developing relations with the oil companies in order to understand their 

preferences. That this is the case has thus led to the situation where some of the shipyards 

like Ulstein are approaching the oil companies in terms of engaging in paid activities in 

relation them.  

 

This situation has put pressure on the shipping companies that are forced to develop into 

providing services that belong to the upper class of the quality pyramid e.g like well 

intervention and subsea operations. An example this is Island Offshore that provide a wide 

range of services to the oil companies. The shipping companies that operate in the lower 

class of the quality pyramid providing tonnage can thus experience increased competition. 

The shipyards can as mentioned contract standardized vessels on their own account and 
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risk and transfer this vessel to an investment company that is designed for this purpose. 

These vessels that are contracted this way and do not have a buyer when it is finished can 

be used in order to execute paid operations in relations to the oil companies. When this is 

the situation, this will help to develop relation with the oil companies and gaining 

knowledge in terms of the oil companies’ priorities and how price and quality is weighted. 

The knowledge that is gained with regards to this can be exploited when also contracting 

vessels that belong to the upper class of the quality pyramid. 

 

5.2.3 Quality incentives 
 

The quality incentive problems are also in this link handled by using different measures. 

The ex-ante problem in which the tender only attracts the weaker bidders is to a large 

extent avoided also in this link through the pre-qualification stage where one have to be 

put on the bidder’s list in order to be able to provide an offer to the company. The shipping 

companies thus have the opportunity to select the bidders that they perceive satisfy their 

quality preferences something which is no problem for the shipping companies since the 

actors that are allowed to provide an offer to them have been engaged in previous projects 

with the shipping company and thus have developed a close relationship. The market is in 

other words fairly established and the different actors know the needs of the actors and 

where they are situated on the quality pyramid. This problem is also dealt with in that 

many of the shipyards can signal quality through developing strong brands. Many of the 

actors in the cluster like Ulstein, Vard etc. have managed to develop such a strong brand.  

 

The ex-post incentive problem however in which the quality is deterred after the contract 

has been signed in order to exert short term profit is however a valid problem that is dealt 

with using various measures. This is first of all avoided in that the different actors have 

developed a close relationship something which is closely related to the reputation factor 

as addressed in the literature. If one of the decides to behave opportunistically by deterring 

quality ex-post and providing a vessel where quality of the vessel is poor or it is not able to 

deliver the vessel on time for instance the shipping company is then likely to exclude this 

actors from future tenders. It is also likely that other shipping companies will take the 

shipping company’s experience in relation to this actor in to consideration when 

considering different actors in future tender situations. This will in other words damage the 

actor’s relationship with the shipping company in addition to its reputation in connection 
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with other actors. When the actors have developed a relationship that is characterized by 

that the different parties trust each other, then this will to a greater extent be avoided as 

was addressed in the literature part.   

 

This problem is however also avoided in that the shipping company introduces an option 

into the contract which also was addressed in the literature. This option might for instance 

imply that the shipping company has the right to acquire additional vessels of the same 

design at the same terms in the future. The shipping company is however not obliged to 

exert this option and the company thus has the opportunity to avoid exerting the option if it 

experiences that quality has been deterred ex-post. The shipyard then knows that if it 

deters quality then the shipping company is likely to avoid exerting the option something 

which in the next turn imply a loss seen form the shipyard’s perspective. The option will in 

other word introduce what was referred to in the literature as a “threat effect” that helps to 

discipline the shipyards in term of providing a satisfactory quality level. Together these 

two measures that are presented help ensure that the future gains are greater than the short 

term profits gained by quality deterrence. 

 

5.2.4 Quality 
    

Quality in this link should also be seen from a total perspective where several dimension 

are important as addressed in the literature. What first of all is important, is that the 

shipyard manages deliver the vessel on-time according to what has been agreed upon in 

the contract. It is however not only sufficient to satisfy this since the shipyards also need to 

be able to prove this through documenting on-time delivery of previous projects. In other 

words is it important that the shipyards have a track record in terms of this that can be 

documented and provided to the shipping companies prior to the purchase. This factor can 

thus be a decisive factor in terms of who wins the tender.  

 

The reason for this is clear that if the shipyard is not able to deliver the vessels on-time to 

the shipping company then this might be a costly affair. If this is the case and the vessel is 

delayed, the shipping companies might have to rent expensive replacement tonnage in 

order to be able to manage its current operations. In addition to this, can the contract in a 

worst case scenario be cancelled which might in the next turn result in that the shipping 

company loses its financing since the requirement for this was a valid contract. That the 
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vessel is delayed might also impact the shipping company’s technical availability rate and 

its track record in terms of this and this is a factor that can be decisive in a tender in 

relation to the oil companies. 

 

Other important dimensions in relation to quality are connected to operability and safety, 

which are two factors that are closely connected. The informants exemplifies this with a 

program or system in connection with their vessels that is called Operation +. This system 

or program secures that even though one component fails, the rest of the system will still 

be able to function properly and the operation can be continued until it has been ended. 

The regulations, in accordance with this, demand that the operation is stopped 

immediately, when this is the case that one of the components fails.  

 

This program or system however secures that the operation can be ended in a safe way and 

thus represent an extra safety vent (redundancy). The program in other words implies an 

extension of the existing regulations and help secure that the losses that the shipping 

companies incur because of such a potential situation are reduced. This program or system 

is one such example where operability and safety is secured and where the importance of 

this is highlighted. It is however also in addition to this important that company provides 

certification that show that these safety measures such as the Operation + program are in 

accordance with established standards. The classification societies, as mentioned in the 

industry part, play a central role in terms of establishing these standards and provide 

certification after thorough testing and inspections.  

 

Safety is however related to additional factors and might in addition to what has been 

mentioned be related to how capable the vessel is in terms of operating under different 

conditions on sea. That the vessel is able to operate under rough conditions might impact 

the crew’s ability to rest which in the next turn imply fewer incidents and accidents. That 

there are fewer incidents help the shipping companies to maintain their track record in 

terms of this, which we will see in the next cases, is important in relation to the oil 

companies. How capable the vessel is in terms of operating under different weather 

conditions can to a large extent be related to the design of the vessels and the 

functionalities in relation to the vessel.  
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An example of this is the Ulstein development of the so-called X-bow, which is a design 

concept related to hull of vessel. This inverted shaped hull helps to exactly ensure that 

safety is secured in that the noise level is reduced through the vessel experiencing a softer 

entry into the waves. The crew is thus to a greater extent able to rest since the comfort has 

been improved which in the next turn eventually helps to improve the safety. Safety can 

however also be related to the working environment in the shipyard, which is a part of the 

HSE-term. That the working environment is safe implies that it is safe for the workers to 

work in the shipyard and that the shipping company safely can send their employees to the 

shipyard.   

 

The design and functionalities in relation to the vessels is also related to the operational 

efficiency and how this can be improved which is closely related to what has been 

mentioned above. When adapting new innovative designs and functionalities that improve 

the safety like for instance the X-bow, then this can also contribute to improving the 

operational efficiency. It might for instance be that the vessel because of the design saves 

fuel costs that eventually improve the operational efficiency. It can in addition to this, be 

related to that the vessel is able to operate more efficiently and save time when going 

offshore to onshore and back to the platform. Functionalities and properties in relation to 

the vessel are also related to such as the onboard equipment and the onboard logistics such 

as the cranes, winches and other equipment that can handle heavy lifting. The importance 

of the equipment suppliers and design offices cooperating in close relationship with the 

shipyards in order to develop new solutions that either improve the safety, operability, 

operational efficiency and/or onboard logistics is thus again underlined as seen in the 

previous case. 

 

One additional factor in relation to quality in this link is also the services that are provided 

after the purchase of the vessel. This can concern aftermarket services such as repairs, 

upgrades and spare parts. As was mentioned in the previous case, is it important for the 

shipping companies that aftermarket services are provided that help ensure that the vessel 

is ready for operations again as fast as possible since this amongst other has implications 

for the technical availability rate and the track records in terms of this in addition to the 

costs that might arise when the vessels is out of operations such as rent of replacement 

tonnage.  
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It is important that the aftermarket services are provided in close cooperation with the 

equipment suppliers since they have the required expertise in relation to their product such 

as Brunvoll has the necessary in-house expertise in relation to their product. It is thus 

necessary to involve the equipment suppliers in relation to relevant problems connected to 

their product even though the warranty that exists is between the shipyards and the 

shipping companies. In addition to aftermarket services, are also measures such as 

branding, trademarks etc important dimensions in terms of quality. These measures as 

mentioned help to signal quality. It is as mentioned in the literature not only enough to 

provide quality in terms of extra functionality and smart design if the customer is not 

aware of this and how this has implications from his perspective. Branding, trademarks 

and additional marketing measure however communicates this to the customer and 

increases his awareness in terms of this. 

 

From what has been seen for can quality in this link also be defined as a total concept 

where several dimensions matter as in accordance with what was mentioned in the 

literature. As we have seen are the functionalities and the design of the vessel important in 

order to ensure safe and efficient operations. This is in other words connected to certain 

attributes in connection to the product. We have however also seen that additional 

dimensions matter such as on-time delivery of the vessel, aftermarket services and 

branding that help to elevate the functionalities and design in relation to the vessel. When 

the actors base their decision, one thus considers all these dimensions when acquiring 

vessels and not only the actual price in relation to the vessel. This is in accordance with the 

total cost of ownership perspective as mentioned in the literature. 

  

5.2.5 Quality and competitive advantage 
 

In terms of how these quality factors enable the different actors in this link to tackle global 

competition we should separate between the two situations where the shipyard builds 

vessels standardized vessels and where the shipyard builds more complex vessels 

according to specifications that belong to the upper class of the quality pyramid. 

 

When the actor builds standardized vessels that belong to the lower class of the quality 

pyramid, it is possible for the actor to streamline the involved logistics and thereby be able 

to a larger extent compete in terms of price. In addition to this, is it not required to all the 
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time have to reengineer the vessels like the situation would have been if there would have 

been several immediate buyers e.g for instance ten shipping companies ordering ten 

different vessels according to their developed specifications and preferences. When this is 

the case, it is also more predictable for the equipment suppliers that to a larger extent know 

what to expect and when to expect it. This implies that we in reality have a make-to-stock 

production system as mentioned in the literature where the vessel in its actual form is built 

for stock where it is kept until the vessel has a buyer. This thus give the shipyard an 

advantage in terms of that the lead time, the time it takes until the customer receives the 

vessel, is shortened. The vessel can be delivered immediately and the risk from the ship-

owner’s side in terms of that the vessel might be delayed is removed. Issues such as 

certification and approvals can in addition to this be done prior to the purchase.  

 

We see that when this when this is the situation the shipyards operations and outbound 

logistics, which implies how the vessels are built and sold to the customer by adapting a 

make-to-stock production system, impacts the customer procurement activity that 

eventually impacts their operations. As we have seen does the customer now procure their 

vessels in that they acquire vessels where the design and additional factors are already pre-

determined prior to the purchase. The shipping companies in this situation thus do not 

develop specification and approach the different shipyards as the case might be when 

dealing with upper class vessels. This way of acquiring the different vessels is thus more 

similar to a “normal” auction where the shipyards now are interested in selling the vessels 

by receiving bids from different shipping companies.  

 

 

Figure 28 - The interlinks between the shipyard’s value chain and the ship-owner’s value chain when providing 

standardized vessels. Adapted from Porter (1985). 

 

This way of procuring the vessels has several implications for the shipping companies 

operations. First of all, will the shipping company experience that the lead time is reduced 
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which imply that the company to a greater extent will experience on-time deliveries. If the 

vessel is already built prior to the purchase the customer will experience no lead time and 

can thus receive the vessel immediately after the purchase. That the vessels is delivered 

immediately helps to improve the technical availability rate in terms of the vessels in the 

fleet in addition to it removes the risk of situations where the vessels are not delivered on-

time and where the shipping company has to rent expensive replacement tonnage. 

 

 It also impacts the shipping companies’ operations in that it is possible to standardize the 

fleet. Fleet standardization as we will see later on in the next case, is related to the 

operations in that it is possible to switch crew between the different vessels. The crew that 

is qualified to operate one of their vessels is then in this situation also able to operate most 

of the other vessels. This also partly impacts the safety in that the vessel is familiar to the 

crew operating the vessels in the company’s fleet. Fleet standardization is also 

advantageous in terms of the aftermarket services and that it is possible to have spare parts 

than can be used on all of the company’s vessels in their fleet. This can in the next turn 

help shorten the time the vessel is out of operation which as mentioned several times is 

advantageous in terms of technical availability and the track record in terms of this in 

addition to the cost that might occur in the event of this. An additional advantage in term 

of this way acquiring vessel is that the ship-owners do not have to contribute on the 

financing side and deal with the risk that is related to it. This advantage is however directly 

related to the operations in the same way as the other factors as discussed above. 

 

When actors however build vessels according to specifications that belong to the upper 

class of the quality pyramid, the situation is however different. What will be important 

then for the shipyards is then to develop new innovative solutions in cooperation with the 

other parties in the supply chain. The interlink between the shipyard’s technology 

development activity in his value chain and the shipping company’s technology 

development in his respective value chain is thus important. An example of this is the 

operation + program or system that according to the informants was developed in close 

cooperation with Island Offshore. When the actors in close cooperation develops new 

solutions then this impacts the shipping companies operations as discussed earlier in that 

for instance safe operations are secured, more efficient operation and/or more 

environmental friendly operations etc. 
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Figure 29 - The interlinks between the shipyard’s value chain and the ship-owner’s value chain when providing 

vessels according to specification in the upper class of the quality pyramid. Adapted from Porter (1985). 

 

In relation to this there is however also a difference between the different actors. Actors 

that are present several places in the value chain like Ulstein Group have an advantage in 

term of that the company is able to what the informant refers to as “play the value chain”. 

This implies that the company is able to use its entire expertise within the organization 

from the design, equipment supplies and to the shipbuilding part. What is important for 

these organizations that are present in the entire shipbuilding value chain, is that such 

project related to vessels that belong to the upper class of the quality pyramid are able to 

involve the entire consolidation.  

 

It is also a difference between the actors that are a part of the cluster and the foreign 

competitors in relation to this. The reason for this is that the offshore shipping companies 

that are present in the cluster know the operations well and what is required in terms of 

operations in relation to the oil companies. This thus represent an advantage when 

developing new solutions in that the shipping companies can contribute and share their 

knowledge that has been developed after continuous interactions with the oil companies 

over time, especially on the norwegian continental shelf. The aftermarket services that are 

provided to the customer are however also important. The reason for this is as mentioned 

that it is connected to the shipping companies’ operation activity in that it improve the 

technical availability rate and the records in terms of this in addition to reducing the costs 

associated to this. It is as mentioned important that this provided in cooperation with the 

equipment suppliers that have the required expertise in-house in relation to their product. 

 

What can be seen from this is that when building standard vessels in the way that has be 

described above the actors compete in terms of price, logistics/on-time delivery and 
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financial terms provided to the company (in other words that the shipping company does 

not have to contribute in term of financing). Quality in this relation is then to a greater 

extent related to logistics and on-time delivery than to the actual product and its feature 

even though this also has some importance. These different factors have made it possible 

for many of the actors to tackle the global competition especially from their Asian 

competitors where most of the as mentioned standardized vessels are built.  

 

Quality in relation to more complex vessel in the upper class of the quality pyramid is 

however to a greater extent related to the vessels and the different solutions and features 

associated with it in addition to the aftermarket services that are provided. It is these 

factors that have been mentioned above in addition to branding that help to shift the actors’ 

demand curve upwards allowing the company to exert profit. Imitation will however in the 

long run lead to that the demand curve shifts downward and it is thus important to 

continuously develop new solutions in relation to these vessels in the high quality segment. 

It is however possible for the actors to adapt both strategies in which the standardized 

vessels are built on the shipyards own account and risk and where the more complex 

vessels in the upper class are built according to specifications. This gives the actors great 

flexibility which in the next turn improves their competitiveness. 

   

5.3 Case 3 - Shipping company 
 

5.3.1 Process 
 

The process with regards to how the oil companies acquire marine services from the 

shipping companies can be quite complex and the practice in terms of this might vary from 

oil company to company. We will however provide some of the most common practices 

that have been adapted by the different parties. The process with regards to how the oil 

companies acquire their services from the shipping companies first of all depends on the 

length of the contract. In terms of shorter spot contracts, typically 1 month or around that 

time length, the normal practice for the oil companies is to approach the brokers. The 

brokers will in the next turn address the shipping companies and place their request. The 

oil companies can in this relation address several brokers or they might address a few 

exclusive brokers.  
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The medium to long term contracts however require more formal processes that amongst 

others require the shipping companies to provide documentation. The process in relation to 

longer contracts requires more work than the short term spot contracts, and because of this 

the process typically takes more time. The documentation in this relation is to a great 

extent related to HSE-measures and the companies’ track records in terms of these 

different measures that are included in the term. In relation to even longer contracts, then 

this as mentioned in the previous case concerns a new build that is tailored to the specific 

needs of the oil company. Specifications will as mentioned here be developed and the 

shipping company in this relation has typically already addressed the shipyard that it is 

connected to or that is has developed close relations to in order to discuss possible 

solutions. This shipyard is then as mentioned a part of this tender together with the 

shipping company.  

 

In order to be able to provide an offer to the oil companies, in other words in order to be on 

the bidder’s list, it is required that the different actors are registered in Achilles, which is a 

portal where offers are provided. In order to be registered in this portal the shipping 

companies are however required to provide documentations that ensure that company has 

quality management systems, environmental management systems and safety management 

systems. When this has been provided and the documentation has been approved, the 

company will be registered in Achilles and it is then pre-qualified in terms of participating 

in international tender process. In other words is the shipping company then when 

registered here, allowed to provide an offer to all the oil companies that issue a tender 

through this portal. This is however only the case for medium and longer term contracts 

since the short term spot contract as mentioned are handled by the brokers. 

 

In the continuation of this process, the different bids that have been provided to the oil 

company by the shipping companies registered in this portal are then considered and 

evaluated by the oil company. This stage will eventually lead to a bidder’s short list in 

accordance with what was mentioned in the literature where only the shipping companies 

that are considered viable candidates are present. In relation to this, can factors such as 

previous interactions and relation with the shipping company matter. That the shipping 

company has been engaged in projects earlier in relation with the oil company show that 

the shipping company to a greater extent is qualified and that they have a proven or 

performance record in relation to the company that can document this.  
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The shipping companies that are present on the bidder’s short list will in the next stage 

engage in negotiations with the oil company. In this negotiation stage the final price is on 

the agenda in addition to the different terms. The oil companies typically in this relation 

negotiate with several actors in order to attempt to what the informant refer to as “play the 

market”. It can thus be seen that this represent a hybrid form as mentioned in the literature 

where we first have an auction where the different actors provide their bids that is 

eventually followed by an negotiation stage where the remaining bidders are engaged in 

negotiations in terms of the final price and additional terms.  

 

It is then a trade-off from the shipping companies’ perspective if they should lower their 

offer or they should stick to their original offer. In connection to this, can also previous 

relations with the company represent an advantage in terms of that the actor through its 

previous relation with the oil company has more information with regard to how the 

company values its offers and whether the company is satisfied with what has been 

previously provided. In relation to this stage it is possible that the tender is cancelled and a 

new tender is issued if the actors are not able to reach an agreement or if the oil company’s 

and/or contractors’ conditions change during the process. 

 

5.3.2 Price vs Quality 
 

When concerning price and quality and how these different factors are weighted, this is not 

communicated to the different parties. The oil companies only communicate the day rates 

that represent the bottom. The different factors are then added to this day rate and together 

make-up the effective day rate. The criteria how these factors are weighted an added to 

make up the effective day rate is however not open and are not communicated to the 

different actors participating in the tender. The shipping companies must thus guess how 

the oil companies will appreciate the different factors in their offer. It is for instance not 

possible for the shipping companies to know how the oil companies perceive an Ulstein 

designed vessel relative to a Havyard designed vessel.  

 

The same is also the case in terms of new innovative solutions in relation to the vessel that 

is offered in the tender in terms of that the actors cannot know with certainty how much 

emphasis the oil companies will put on this when evaluating the different bids. It is thus 
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however clear that it is not only the price that matters, as we will come closer into when 

considering quality, in that it is rather a total concept where additional dimensions matter 

such as safety, efficient operations etc. The actor because of this know that the oil 

companies consider this when evaluating the bids, but they as mentioned cannot with 

certainty how much emphasize will be put on this relative to the price.  

 

The actors would however prefer to have as much information as possible with regards to 

this since it is then to a greater extent possible to know what to emphasize. In this relation, 

it is then important to attempt to develop as close as possible relations with the oil 

companies in order to get knowledge with regards to how the company emphasizes the 

different factors. It is however difficult to develop close relations with the oil companies 

since they are afraid of illegal inside activities where any of the suppliers are favored. The 

oil companies because of this are concerned with that the actors get the same information. 

In order to secure this, the oil companies typically have clarifications meetings prior to the 

tender where all the actors are allowed to participate and ask questions. The problem in 

relation to this is however if one of the parties asks too many questions then this party 

might risk revealing its plans and different approaches to the competitors.  

 

The negotiation stage is also a stage where the different factors can be highlighted and 

discussed in detail. This however also imply a risk in terms of that if the company reveals 

too much and it doesn’t win the tender then the company’s solutions might be used and 

suggested in relation to the oil company and the competitor winning the tender. In other 

words, there is a trade-off in this process with regards to if one should risk revealing ones 

solutions in order to get more knowledge with regards to how the oil company emphasizes 

the different factors or if one should avoid revealing ones solutions in order to prevent the 

competitors from stealing its ideas with regards to these solutions. 

 

5.3.3 Quality incentives 
 

With regards to the quality incentive problems we first of all have that the ex-ante 

problem, in which the tender only attracts the weaker bidders in terms of quality when the 

company bases its decision solely on price, is handled in this link. The reason for this is 

that it is clear for the parties that the oil companies base their decision in terms of a total 

perspective where additional factors are added to the daily rate that represent the bottom. 
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What is not clear in this process is how much emphasis is put on these additional factors 

relative to the price. It is also to a great extent avoided in that the bidders are required to be 

pre-qualified through being registered in the Achilles portal.  

 

In order to be registered in this portal the parties as mentioned are required to provide 

documentation that the company has a satisfactory quality management systems, 

environmental management systems and safety management systems. This helps ensure 

that the weaker bidders in terms of quality are excluded for the further process. The 

bidders are in other words in accordance to Spencer (1973), which was mentioned in the 

literature part, screened thoroughly prior to the tender by providing the relevant 

documentation with regards to these different systems. It is also in a way prevented in that 

the shipping companies can signal quality which is something that the oil companies can 

base their decision on when deciding the bidder’s short list. Quality can as mentioned be 

signaled in terms of branding and different marketing measures, which also in accordance 

to what was mentioned in the literature.  

 

The ex-post problem, in which the actors might deter quality after the purchase, is also 

handled by using different measures in this link. First of all, it is seen that this problem is 

avoided in that the oil companies when deciding the bidder’s short list might base their 

decision on shipping companies that they trust and that are able to document an excellent 

track or performance record in its previous relations with the company. When the company 

has done previous projects with a satisfactory quality level, the different parties will 

eventually develop a relationship that it characterized by a high degree of mutual trust and 

this as mentioned in the literature helps prevent opportunistic behavior. This problem will 

in other words to a certain extent be avoided when the oil companies select shipping 

companies that they trust and/or that have been engaged in previous projects with the 

company. In relation to this, it is also possible to exclude actors with a bad reputation. The 

informant confirms that it might be the situation that the oil companies might exclude 

actors based on their own experiences or other actors’ experiences. This might for instance 

be related to a certain shipping company, a nationality or a certain design. This is thus in 

accordance with what was mentioned in the literature. 

 

This ex-post problem is however also handled by adopting different contract lengths in 

addition to introducing an option into the contract. The option as mentioned in the 
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literature introduces a “threat effect” that helps discipline the shipping company in terms 

of avoiding to deter quality. The option gives the buyer, which in this case is the oil 

company, they right or the privilege to extend the contract. This is however only a right 

and the oil company is thus not obliged in terms of extending the contract. The shipping 

company then knows that if it deters quality then the oil company will punish the shipping 

company in terms of avoiding exerting the option. It is thus seen that this helps discipline 

the shipping company in terms of avoiding quality deterrence.  

 

The important in this relation, whether the shipping company decides to deter quality or 

not, is if as mentioned the short term gains of deterring quality exceeds the future gains. 

Because of this, it is not enough to introduce an option if the length of the extension is only 

a short period of time. In order for this to be successful one must therefore consider the 

length of the extension period. The longer the contract is extended when exercising the 

option, the greater is in other words the shipping company’s incentives in terms of 

providing quality. This is as mentioned related to that the future gains will increase more 

the longer the extension period is which make sure that the future gains exceed the short 

term gains of deterring quality.  

 

The figure below shows the contract structure of Farstad Shipping, and from this it can be 

seen that contracts are to a great extent based on options that can be exercised by the oil 

companies. The picture confirms that longer contracts tend to be supported by options 

while shorter contracts tend to be term contracts. The reason for this is as mentioned that 

by providing shorter contracts then this will reduce the short term gains by deterring 

quality. The contract length can thus be a method in itself in order to avoid quality 

deterrence. In terms of the longer contract it is however necessary to introduce an option 

into the contract in order to make sure that the future gains exceed the short term profit of 

deterring quality. In other words is it necessary to compensate with introducing an option 

into the contract when dealing with longer contracts since the short term gains of deterring 

quality are likely to be greater than the future gains of avoiding quality. It is however 

important to note that options also are used for speculation purposes. The oil company can, 

when this is the case, exercise the option if the price that is agreed upon in the contract (in 

other word the option price) is lower than the current market price.    
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The ex-post problem is in other words dealt with in this link by using the abovementioned 

measures. Selecting bidders that the oil company trusts and that has a good reputation in 

the market when deciding the bidder’s short list will as mentioned help prevent this 

problem. This in combination with varying the contract length in addition to introducing 

an option into the contract to make sure that incentives are provided to the supplier’s side 

and that this problem thus to a great extent is handled in this link. It is necessary to 

introduce these measures since we in this link as mentioned in the literature deal with a 

service, which has to do with something intangible that can be hard to verify ex-post. Since 

this is the case in this link, the need to adapt different measures is of great importance here. 

  

5.3.4 Quality 
 

What is important for the shipping companies to focus on, and thereby what is also 

important for the oil companies, was addressed by Bourbon COO, Gaël Bodenes, at the 

annual NCE Maritime Conference in Ålesund. During this presentation Bodenes proposed 

four different factors that all play an important part in Bourbon’s long term strategic 

planning in order to achieve what he referred to as “operational excellence”. The different 

factors are showed in the figure below. The first important factor is safety, as can be seen 

from the figure below where it is represents one of the four important pillars in order to 

achieve operational excellence (Bodenes 2013). 

 

This factor concerns that the number of accidents and incidents are maintained at a low 

level and that a safe working environment is secured for the onboard crew. This is a part of 

the HSE-term which the informant also exactly emphasizes is important for the oil 

companies. It is however important that the shipping company is able to prove this towards 

Figure 30 - The contract structure of the Farstad fleet (Farstad.com 2013) 
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the oil companies and the shipping companies must thus document that they have a track 

record in terms of this. This helps to prove that shipping company is able to provide 

operations where the HSE-measures are secured. The shipping companies must provide 

documentation and statistics in relation to issues such as absence due to illness, accidents 

and emissions. In the tender documents that can be found in the appendix it is for instance 

specified that the shipping company in their bid should provide safety statistics for the 

company and the vessel that is offered over the last 3 years. That this is important is also 

emphasized in Farstad Shipping’s objective statement in which their overall goals is to 

have zero emissions to the environment, zero injuries and zero damage to equipment 

(Farstad.com 2013).  

 

In order to achieve this it is important that the shipping companies provide proper training 

to the crew and that experienced crews are hired (Bodenes 2013). The reason for this is 

that the more experience and the more training that the crew has received then the less 

incidents are likely to occur. It is also important to follow up on the employees and 

applying different measures in order to secure a safe working environment. In addition to 

this can the fleet be attempted to be standardized when acquiring vessels such that it is 

possible to switch crew between the different vessels and that the vessels are familiar to 

the crews.  

 

The equipment suppliers and shipyard play a central role in order to achieve this. First of 

all, can the actors as mentioned in the previous case develop new solutions that help secure 

this goal like for instance operation + and x-bow as mentioned in the previous case where 

operation + introduces an extra safety vent and the x-bow that improves the crew comfort 

and their ability to rest. It is also important that the quality of the vessel and the equipment 

in terms of that it functions like it is intended and that it doesn’t fail e.g that the thruster as 

mentioned doesn’t fail. The shipyards can also contribute to standardizing the shipping 

companies’ fleets which as mentioned enables the company to switch crew between the 

different vessels that reduces the need for training and thus eventually improves safety. At 

last is it also important that the suppliers provide training to the shipping company’s crews 

in relation to the new equipment. This will also help to secure safer operations.       
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The second factor is represented by the competence pillar and this deals with the crew’s 

qualifications and skills (Bodenes 2013).  It is in this relation important that the crew gets 

proper training and that the right people with the right qualifications are recruited. In terms 

of this, it is according to the informant normal for the oil company to have minimum 

requirements with regards to the different onboard positions. This is especially the case for 

in terms of the leading positions on board. For instance might it be stated that the captain is 

required to have 5 years of experience or that the chief officer is required to have 3 years 

of experience. This is also seen from the tender documents found in the tender where the 

shipping is required to provide a list of the entire crew in addition to their qualifications. If 

the crew in other words has experience beyond this, then this might be a positive factor 

when considering and evaluating the different bids.  

 

The crews qualifications and skills is important in terms of that it determines the quality of 

the service in that it to a great extent contributes to the safety of the operation in addition 

to that it can contribute to reducing the fuel consumption. The equipment suppliers and the 

shipyards can in connection to this also play a central role in terms of helping to train the 

crew how to use the equipment and vessels in order to minimize fuel consumption and 

secure safe and more efficient operations. This is especially important when new 

technology and new solutions are adapted that is not familiar to the crew. By the shipyards 

assisting to standardize the shipping companies’ fleets it will to a greater extent be possible 

to switch crew between the different vessels that reduces the need for training since the all 

the vessels are familiar to the crew. 

 

Figure 31 - The four factors being an 

important part in terms of Bourbon’s 

strategic planning (Bodenes 2013). 
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The third factor is represented by the technical availability pillar and this concerns the 

availability of vessels in the fleet (Bodenes 2013). In order to secure this, it is important 

for the shipping companies to have spare parts available and to execute planned 

maintenances. It is also important in order to secure this to have critical spare parts spread 

around different locations and to have repair centers (Bodenes 2013).  In relation to this, it 

is clear that the shipyards and equipment suppliers also play a central role in order to 

secure this. First of all, is as mentioned on-time delivery important. If the supplier and/or 

shipyard fail to deliver on time then this might eventually lead to the shipyard failing to 

deliver the vessel on time which in the next turn impacts the technical availability rate and 

their track record in terms of this. It is also as mentioned important that the shipyard and 

equipment suppliers provide aftermarket services that make sure that the time the vessel is 

out of operations is minimized. The shipyard can at last also secure this by assisting the 

shipping companies in terms of standardizing their fleets. This will simplify aftermarket 

services and planned maintenances that will eventually reduce the time the vessel is out of 

operation. 

 

The last factor that is represented by the cost optimization pillar in the figure above, 

concerns minimizing the associated costs and the total fuel consumption (Bodenes 2013). 

Cost minimization can be achieved by standardizing the fleet and crew training. Fuel 

consumption and reducing this also deals with proper crew training and raised crew 

awareness (Bodenes 2013). With regards to this pillar the different actors can also 

contribute here in terms of developing new solutions that reduces the fuel consumption and 

improves the efficiency. Example of this might be related to the design of the hull e.g like 

x-bow, machinery, engine, control system etc.   

 

Initiatives like this that help secure reduced fuel consumption and thus also emissions in 

relation to supply vessels were addressed by Ellen Karoline Norlund, project manager for 

green logistics at Statoil, in a conference at Molde University College. Examples of such 

initiatives that were addressed in relation to this are for instance LNG operated vessels and 

ecometer on bridge that makes it possible to monitor the fuel consumption (Nordlund 

2014). Ecometer on bridge makes it possible to monitor the fuel consumption and thus 

optimize the fuel consumption in such a way that the fuel costs and emissions are 

eventually reduced. The example of this is shown in the figure below. The actors can 

however in addition to this contribute in terms of standardizing the shipping companies’ 
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fleet and help train the crew in terms of how the new equipment and solutions should be 

used in order to ensure this.  

 

 

 

 

     

 

 

 

 

 

 

It is clear that quality in this link is also a total concept where several dimension are 

important. This imply that it is not only related to the quality of the service that is provided 

to the oil company but that it is also concerns the safety dimension in relation to this. What 

at the end of the day matters to the oil companies, is that they receive the service that they 

demand at a satisfactory quality and where the HSE-measures are secured. The factors 

such as the crew’s competence, fleet/vessel availability and the efficiency of the operation 

help to determine the operation. In addition to this, is it as mentioned important that this is 

documented and that the shipping company have a proven track record in terms of this.  

 

It is thus however clear that the quality of the physical product also help to determine the 

quality of the service in which different vessels are able to handle complex operation, 

onboard equipment/vessels that makes it possible to handle the operation more efficient 

etc. This is thus in accordance with the service dimensions as suggested by Lehtinen and 

Lehtinen (1982) in the literature. Another important dimension is however branding, 

trademarks etc that helps to signal quality. Such measures thus raise the buyer’s 

expectation in relation to the service and which eventually helps to determine the 

perceived quality of the service when the buyer compares the actual quality of service. 

 

 

 

Figure 32 - Ecometer on bridge in order to optimize fuel 

consumption (Norlund 2014) 
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5.3.5  Quality and competitive advantage 
 

When considering how what has been mentioned above impacts the actor’s ability to 

tackle global competition, we must as mentioned look at interlink between the shipping 

company’s value chain and the customer’s value chain. We first of all have that the human 

resource management activity in the shipping companies’ value chain activity which is 

related to their operations which is to provide the services to the oil companies, is 

connected to the oil companies operations in their value chain. The reason for this is clear 

in that human resource management in connection to the operation, which in this case 

deals with hiring the right crew with the right experience in addition to the training that the 

crew receives, impacts the operations in terms of factors such as safety and the efficiency 

of the operation.  

 

When for instance hiring crew with an experienced background in terms of operating 

vessel in addition to that the crews receive proper training, then this impacts the safety of 

the operation. It in other words enables the shipping company to conduct safe operations 

which in the next step also can impact the oil companies operations. In the event of an 

accident it is clear that the oil companies operation also will be affected and when the 

safety is secured in such a manner it is thus clear that delays in relation to the oil 

companies operations to a greater extent will be avoided. The hiring of experienced crew 

and extensive training of the existing crews can also impact the efficiency of the shipping 

company’s operation which in the next turn impacts the oil companies operations.  

 

If for instance equipment or necessary chemicals are transported to the oil platform by a 

platform supply vessel in a faster and more efficient manner it is thus clear that the oil 

companies’ operations can be affected in that the company saves time that can be exploited 

in their own operations. In order to achieve this one is exactly contingent on that the crew 

is qualified to operate the vessel and has sufficient knowledge with regards to how it can 

be handled in a most efficient manner. In this connection, it is as mentioned also important 

that the shipyards and equipment suppliers help in terms of training the crew how the 

equipment and vessel can be exploited in order to ensure efficient operations. 

 

In order to secure safe and efficient operations it is however also important to contribute to 

developing new solutions that ensure this. There is thus a connection between the 
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technology development activity and the operations in the shipping companies’ value 

chain that eventually might impact the oil companies’ operation activity in their value 

chain.  It is as mentioned important that the shipping companies in cooperation with the 

other actors such as shipyards, design offices and equipment suppliers develop new 

solutions that either as mentioned improves the safety in relation to the operation or that 

help ensure more efficient and environmental friendly operations. Improved safety in 

relation to the shipping companies’ operations as mentioned reduces the likeliness of 

accidents occurring that in the next turn impacts the oil companies operations in that 

delays to a greater extent are avoided. In addition to this will more efficient operations 

possibly help save time that can be exploited in the oil company’s own operations.  

 

With regards to this, the companies in the cluster have an advantage related to that the 

shipping companies in this region to a greater extent knows the oil companies’ operation.  

This knowledge is achieved through continuous interactions with the oil companies and 

relations that have been built in connection to oil companies that have operated on the 

Norwegian continental shelf since its infant years. The knowledge that has been gained 

through this continuous interaction since the beginning can thus be exploited when 

developing new solution in connection with the other actors in the cluster.  

 

The operations on the Norwegian continental shelf are characterized in terms of its rough 

conditions and the knowledge with regards to this can thus be transferred to other areas. 

Because of this, the shipping companies in this region to a greater extent know what is 

required and what quality is necessary to provide in relation to this. It is also an advantage 

that all the actors are present in the cluster and they in close cooperation can develop new 

solutions and thus exploit the knowledge that the shipping companies possesses. This 

knowledge can also be important in relation to what was mentioned above with regards to 

the training of personnel. Since the shipping companies possess more knowledge with 

regards to the operations, then this can be exploited when improving the crew’s 

competence and skills.  
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Figure 33 - The interlinks between the shipping company's value chain and the oil company's value chain 

 

With regards to developing new solutions the shipping companies in this region also 

experience an advantage in terms of less rigid organizational lines. That this is the situation 

make it possible for the members of the crew to address and discuss relevant problems 

with for instance the top management and other employees in the organization with a 

higher rank or positions than themselves. In other cultures then this would not be case due 

to more rigid organizational lines and the workers do not in the same way feel free to 

address relevant question and problems that they might experience. That this is the case 

makes is possible for everybody in the organization to discuss relevant problems which in 

the next turn might lead to new solutions and innovations that impact the shipping 

companies operations and oil companies operations. 

 

In addition to what has been mentioned it is also as mentioned important when procuring 

vessels to attempt to standardize the fleet. Standardizing the fleet as mentioned impacts the 

safety in which it easy to switch crew between the vessels and that most of the vessels are 

familiar to all in the crew. It is also important in terms of attempting to shorten the time the 

vessel is out of operation. When the vessel is out of operations then this might possibly 

also impact the oil companies’ operation in that they might for instance experience 

increased delays. There is thus a connection between the procurement activity and the 

shipping companies operation that eventually impacts the oil companies’ operation. 

 

It is the abovementioned factors and their impact on the customer’s value chain that 

contributes to gaining a competitive advantage. In relation to the shipping companies in 

the cluster it is especially the technology development activity in relation to the operation 

that separates them from other companies abroad. The shipping companies in the cluster as 

mentioned have gained knowledge through continuous interactions with the oil companies 
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on the Norwegian continental shelf over several years. This knowledge is related to the 

operations and what is required in relation to this. The knowledge can be exploited when 

developing new solution in cooperation with the other actors. The knowledge that is 

gained is also important when training crews. When developing new solutions it is also an 

advantage that all actors are present in the cluster that can be exploited in terms of sharing 

knowledge. In addition to this, does the shipping companies gain an advantage in terms of 

that the crew can discuss and address relevant problems directly to the top management. 

This is also an advantage when developing new solutions. It is this together with strong 

brands that help signal quality that shifts the demand curve upward allowing the parties to 

exert a profit. It is possible for the other parties to imitate this but factors such as relations 

and knowledge that is achieved over time in addition to cultural factors and the cluster 

effect is however more difficult to imitate. 

 

6.0 DISCUSSION 
 

6.1 Research Question 1 
 

“What is the tendering process and how is the tendering process managed? 

 

It can be seen from the empirical findings that the tendering processes in each link are in 

accordance with the purchasing process as described by Weele (2010). The first step starts 

downstream in relation to the oil companies and contractors that determine the 

specifications and the requirements that the service must fulfill. In relation to a new build, 

which is tailored to the needs of the oil company and contractor to be engaged on a long 

term contract, the vessels attributes and features that are necessary in order to provide the 

specific service must be thoroughly specified. As mentioned is there a difference in terms 

of longer and short term contracts where the short term contracts are handled by the 

brokers that run a tender.  The next step in the process consist of the deciding the bidder’s 

list as in accordance with what is described by Weele (2010). In terms of the long term 

contract it was seen that the parties that are registered in the Achilles portal are pre-

selected to participate in the oil companies’ tender. A request is thus available to all the 

actors registered in this portal.  

 

In the next stage these offers will be evaluated and the oil companies will decide on the 

bidder’s short list which is also in accordance to what is described by Weele (2010) in 
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connection to the supplier selection stage. I connection to this part of the process the 

actors’ previous interactions and relations with the company might be a decisive factor in 

terms of which of the actors are selected to make up this list. In other words, is it important 

that the bidding company have a track record or performance record in relation to the 

company. The oil company might then trust that the shipping company that it has been 

engaged in relations with previously will be able to provide what is required. This might in 

the next turn increase the shipping company’s likeliness of being selected as one of the 

parties to make up the bidder’s short list. That relations can be important part of 

purchasing in the private sector is in accordance with what is addressed by Arlbjørn & 

Freytag (2012). The parties that make up the bidder’s short list will in the next part be 

invited to engage in negotiations with the oil company before a final evaluation takes 

place. It is as mentioned possible for the oil company to the cancel process and run a new 

tender if it is not satisfied with any of the terms. 

 

Upstream in the next link the shipping companies will when it is interested in acquiring a 

new vessel that belongs to the upper class of the quality pyramid develop specifications. In 

terms of the vessels in the lower class of the quality pyramid the vessels can as mentioned 

be acquired in that the vessels are already pre-built and that the specifications have already 

been determined. When vessels in the upper class of the quality pyramid is built then this 

can be done in close cooperation with design office or the contractor and oil company if it 

is a new build that tailored to the parties needs to be engaged on a long term contract. In 

the next stage as in accordance with Weele (2010) the shipping company will send a 

request to the different shipyards based on the parties which are placed on the bidder’s list. 

As mentioned will the parties that constitute the bidder’s list in this link typically be parties 

that the shipping companies have developed close relations with and that they thus know 

are capable of providing what is necessary. When the project is complex, brokers are 

typically involved and will be the party that transmits a request to the shipyards. The 

shipyards will then respond to this before engaging in negotiations with the broker until a 

final evaluation takes place. 

 

It is the specification and requirements developed in the previous links between the 

shipyards and the shipping companies that determine the maker’s list. The equipment 

suppliers that constitute the maker’s list are actors that are capable of doing the required 

job. In connection to this, are the previous relations with the actors important. The reason 
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for this is as mentioned that the shipyard and shipping company together will typically 

select a few supplier that it knows are capable of doing the required job. It is thus 

important for the equipment suppliers to develop close relations both in connection to the 

shipping companies and shipyards since this increases the likeliness of being selected to 

constitute one of the parties on the maker’s list. The parties that constitute the maker’s list 

are then requested to provide an offer to the shipyard. The equipment suppliers will then 

respond to this this request by providing their technical specifications and price. Finally, 

the parties will engage in negotiations until a final evaluation takes place. The different 

steps in the tendering process in each link is attempted to be summarized in the figure 

below.  

 

 

   

 

 

 

 

 

 

 

 

 

 

What can be said with regards to the processes in the different link is that that the 

processes are complex that is impacted by several factors, something which have 

implications in terms of how these processes are managed. First of all, can there be several 

additional actors involved in these processes. Designers, contractors and brokers are just 

some of the additional actors that might be involved in the process depending on the 

circumstances. One of the informants at Ulstein also mentions a development in terms of 

new actors that comes in to the picture such as Goldeman Sachs. These actors have 

attempted to handle the contractors’ role without owning any assets. In addition to this, 

have some of the shipyards such as Ulstein developed in terms of moving closer 

downstream towards the oil companies and contractors by providing services in the lower 

Figure 34 - The tendering process in its general form as identified in each link as in accordance with 

the tendering process as described by Weele (2010). 
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class segment. That new actors come into the play has implications in terms of the 

processes and thus only further complicates the picture.     

 

It is also seen that there is a difference with regards to the process in terms of the 

complexity of the project. When the projects are more complex, then this has implications 

in terms of how the process is managed. Complex projects for instance imply that the 

importance of negotiations increases as in accordance with what was addressed Goldberg 

(1977) and Subramanian (2009). This is seen in our case in that the process in which 

vessels in the upper class of the quality pyramid are sold involves negotiations. When 

more standardized vessels are sold, negotiations are however less important since the focus 

on price increases. In relation to the oil companies and more long term contracts, where a 

new build is tailored to the specific needs of the oil company and contractor, the 

importance of the negotiation stage also increases.  

 

This contrasts the more short term contracts that typically involve simple tonnage where 

negotiations are less important. This can be seen from the tender documents in the 

appendix (invitation to tender on behalf of oil company and contractor) where it is stated 

that the contract, which involves supplying tonnage, will be awarded to the bidder with the 

most favorable bid and where the charterer has no obligation to negotiate with the bidder. 

This is in accordance with what was addressed by Goldberg (1977) and Subramanian 

(2009) where negotiations tends to be the preferred means when dealing with more 

complex projects.  

 

According to Subramanian (2009) as addressed in the literature negotiations are important 

when it is hard to specify what to buy and that the potential for value creation is great. This 

is exactly the case when for instance a new build is tailored to the specific needs of the oil 

company and contractor. When this is the case, it is hard to specify every detail in the 

requirements and specifications. The potential for value creation in this situation is also 

great and it thus advantageous for the oil companies to engage in negotiations with the 

bidders. Specifying too much at the initial stage without engaging in negotiations can thus 

actually according to Subramanian (2009) destroy the value creation potential and thus 

hinder innovation. Because of this, the negotiations stage is an important part of the 

process in terms of communicating quality and thus promoting innovation and value 

creation. A problem in relation to this however is when the oil companies negotiate with 
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several shipping companies. The shipping companies and the other actors engaged in the 

tender might then risk revealing solutions that can be exploited by the oil company in 

connection to the competitor that wins the tender. That this is the situation might make the 

actors less willing to share information that can be exploited. 

 

The reason that the parties are however interested in running an auction prior to the 

negotiation stage is in order to attempt to create a competitive playing field where the price 

is lowered. This is especially possible for the oil companies since it is possible to run 

tenders that are available to international actors through the Achilles portal. This helps to 

create a competitive playing field where the numbers of bidders are great and which 

eventually leads to that the price is lowered as in accordance what is addressed by 

Subramanian (2009). In first-price sealed bid auctions (first-score sealed bid when dealing 

with several quality dimensions in addition to the price) as the case is here the bids are as 

addressed by Milgrom & Weber (1982) submitted in a sealed manner where the bids are 

reviewed by the auctioneer. Because of the bids are being placed in a sealed manner, 

where it is not possible for the other bidders to observe their competitors bid, and it is thus 

not possible to adjust their bid accordingly this.  

 

The advantages related to a first-price sealed bid auctions is exactly its properties in terms 

of attracting bidders. The reason for this is according to Klempere (2002) exactly the 

uncertainty with regards to the rivals’ bids. This gives the weaker bidders a greater chance 

of winning the auction compared to what the situation is in an ascending auction where the 

bidders are able to observe their rivals’ bids. Because of this a greater number of bidders 

will be attracted when this is the case. The disadvantage related to running an auction that 

is followed by a negotiation stage is however that the bidders because of this will avoid 

providing their lowest bid since they know they are required to go through an additional 

stage in order to win the tender. 

 

Another important issue that impacts these processes, is related to that the tendering 

processes in each of the different links are to a great extent relational and emotional based 

in that previous experience, relations and interactions with the parties can be of great 

importance. This in accordance with what is addressed by Arlbjørn & Freytag (2012) 

where the importance of relations and trust in connection to purchasing in the private 

sector is highlighted. Previous relations and interaction is especially important in each link 
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in terms of which companies are selected to constitute the bidder’s list and the bidder’s 

short list.  

 

The processes are thus not as open and as formal as the public tendering practices 

subscribes. The difference here as can be seen compared to public tender is that the actors 

to a greater extent decide prior to the tender the different actors that will be addressed and 

that are thus allowed to provide an offer to the company based on previous relations and 

interactions. As we have seen in the literature are public tenders in most cases open where 

all bidders are allowed to provide their offer. The public tenders are also in fact open even 

though a prequalification stage is adapted. When this is the case as seen, the process is 

open in that all companies are allowed to show their interest and submit information that 

the authority uses in order to select the bidders that will be asked to participate in the 

tender. It is only as mentioned in rare circumstances where the process is not open and the 

authority negotiate directly with a few parties. 

  

6.2 Research Question 2 
 

“How is quality defined in the tendering process?” 

 

Quality can as we have seen from the previous cases be defined in the different links as a 

total concept in accordance with what was mentioned in the literature. With regards to the 

first case, it was seen that quality in this link it not only related to the quality of equipment 

and the failures associated to it. Just as important as the quality of the mechanical product 

is the quality of the aftermarket services that are provided to the shipyard or ship-owner 

after the purchase. This is in accordance with what was addressed by Takeuchi & Quelch 

(1983) where the quality of product and quality of the aftermarket services are closely 

related. In order to ensure top quality the company must in other words ensure top quality 

both in terms of the mechanical product and the aftermarket service that is provided.  

 

If the company fails to provide quality in terms of the mechanical product, then this will be 

reflected in demand for aftermarket services and the need for this. Factors such as on-time 

delivery and branding are in addition to this important in relation to quality. That these 

factors also are important is in accordance with what was addressed by Takeuchi & Quelch 

(1983) in that the customer might perceive quality differently at the different stages 

through the purchasing process. At the initial stages on-time delivery, the quality of the 
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mechanical product and branding might be important while aftermarket services are more 

important after the purchase. In order to ensure quality all these factors must thus be 

satisfied throughout the different stages. If for instance the company fails to provide 

quality in terms of the mechanical product or if the aftermarket services that are provided 

to the customer are poor, then this might impact the company’s brand and thus the 

customer’s future purchases. This is in accordance with Kirmani & Rao (2000) where the 

importance of aftermarket services as a marketing measure in order to build strong brands 

is highlighted.  

 

In the next link quality is also related to a total concept. In this link it could be seen that 

on-time delivery, aftermarket services and branding were also important dimensions in 

relation to quality in addition to the product attributes (design, innovations, onboard 

equipment etc.) that ensure safety, operability and efficient operations. The quality of the 

mechanical product and the quality of the aftermarket services are thus also in this link 

closely connected and quality at the different stages must also here be satisfied in order to 

ensure top quality as addressed by Takeuchi & Quelch (1983). In this link quality in terms 

of the physical attributes and features in connection to the vessels is also an important 

dimension in terms of quality as addressed by Reeves and Bednar (1994). Finally branding 

is also important in this link in that it helps to signal quality and thus raising the customer’s 

expectations. 

 

Quality in the last link can as mentioned also be seen as a total concept in that the quality 

of the service is important (is determined by the crew and their qualifications, the vessel 

and its attributes, the shipping companies’ fleet and availability in terms of spare vessels) 

and that HSE-measures (might also be determined by factor such as crew and their 

qualification and the vessel and its attributes) are secured and documented in addition to 

that factors such as branding, trademarks might be important in order to signal quality and 

elevate these other factors. These factors are in accordance with the dimensions that 

determine service quality as addressed by Lehtinen and Lehtinen (1982).  

 

The physical dimension is in this case related to the quality of the vessel and its attributes 

and different features. The second quality dimension in relation to service as suggested by 

the authors is connected to the company providing the service and its image. This is 

connected to measures such as branding and trademarks. The last dimension is as 
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mentioned related to the intangible factor and what is created in the interaction between 

the customer and the provider. This is in other words related to the service that is provided 

and which in this link is determined by the crew and their qualifications in addition to HSE 

and that these measures are secured.  

 

The customer will according to Grönroos (1984) after the service has been provided 

compare his expectations with what has actually been provided. The comparison will in 

other words lead to the perceived quality of the service which will eventually impact the 

oil company’s future purchases from the shipping company. The perceived quality of the 

service will in other words impact the shipping company’s track record or performance 

record in relation to the oil company. This as mentioned might be important in term of 

future tenders when the bidder’s short list is decided. Branding in this relation is important 

in terms of that it raises the customer’s expectations. A company that promotes strong 

brands, trademarks, imaging etc must thus provide quality in a total perspective in order to 

support the brand or image that translates into raised customer expectations. The different 

quality factors in a supply chain perspective are summarized in the figure below.   

     

Another important consideration in relation to quality, as can be seen from the figure 

above, is that it is of great importance that all the actors working together in order to make 

sure that the end customer’s goals in terms of quality are secured. If the oil company 

should be able to achieve its goal in terms of safe operation for instance, it is then 

Figure 35 - The different quality dimensions in each link and the supply chain management perspective 
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necessary that all the actors work together in order to ensure this. If for instance the 

equipment fails like the thruster, then this might have implications in terms of the safety in 

relation to the vessel in that it might lead to an accident. The same is also the case in 

relation to the vessel in that it needs to function like it is intended in order to avoid 

accidents and thus secure the onboard safety. In this relation, it is also important to design 

the vessel and to introduce innovations such as operation + that helps to ensure onboard 

safety.  

 

At last is it necessary in order to ensure safe operation that the shipping companies make 

sure that the crew is trained properly and that the right people with the right qualifications 

are hired. In other words, is it necessary upstream for the shipyard to procure equipment 

from suppliers that provides quality in relation to their product, the shipping companies 

must also be certain that a shipyard is chosen that promotes quality and finally must the oil 

company procure services from shipping companies that promotes safe operation by crew 

training and additional measures.  In other words, is quality and what lies in this in relation 

the oil companies contingent on what happens upstream and not only the supplier but also 

the supplier’s supplier and so on all the way upstream. Because of this, it can be seen that 

quality in many ways is defined by the end-customer and that it propagates upstream the 

supply chain. In other words is it the end-customer, which in our case are the oil 

companies, that dictates what is important to focus on in terms of quality.  

 

In order to achieve the goals in relation to the end-customer it is because of this important 

to manage the entire supply chain in order to make sure that this is secured. This is in other 

words where supply chain management, as mentioned the literature, comes into the picture 

in order to ensure that the goals of the different actors are aligned in accordance that of the 

oil companies. Supply chain management as mentioned deals with the integration of the 

process in order to meet the needs of the end-customer (Cooper et al. 1997). In our case, 

this deals with the integration of the procurement processes in order to ensure that quality 

and what lies in this (it is as mentioned a total concept) is maintained in each different 

links such as the goal of the end-customer in terms of safe, reliable, efficient and 

environmental friendly operations (In other words the quality of the service and HSE-

measures) are secured. The different quality dimensions in each link and the supply chain 

perspective is depicted in the above figure. 
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6.3 Research Question 3 
 

“How is the trade-off between achieving a low price and satisfying the quality 

standards balanced, and how are the quality incentive problems dealt with?” 

 

6.3.1 Price vs Quality 
 

That quality is a total concept as seen from the previous research question implies that a 

total perspective should be adapted when the different bids are evaluated and not only the 

price as in accordance with what was mentioned in the literature. In the first link if the 

shipyard or shipping company decides to buy the equipment from one of the cheaper 

equipment suppliers in the market, then this might have implication later in terms of that if 

the equipment breaks down and that the shipyard or shipping company thus must cover the 

costs themselves in order to fix the equipment since these services are not provided by the 

cheaper supplier. Such costs should thus also be taken into consideration as in accordance 

with Ellram & Siferd (1993) and Takeuchi & Quelch (1983) where all the costs that occur 

during the life-time of the equipment, in other words the product life-cycle costs, should 

also be considered.  

 

The same is also the case in the next link in terms of services. In addition to this, might we 

have that the shipyard fails to delivery on-time and this will as mentioned have 

consequences in terms of that the shipping company has to rent costly replacement tonnage 

in addition to that it will impacts his technical availability rate and the track record in 

terms of this. These costs and inconveniences that possibly can occur should thus also be 

taken into considerations in accordance with this perspective. The same is also the case in 

the last link. If the safety in relation to the operations is not secured, then this will have 

implications in terms of that the number of accidents and incidents will be. Accidents 

might have several fatal consequences in terms of for instance injuries to people, insurance 

and compensation claims, delays in relation to the oil companies operation etc. The costs 

and the risk associated to this should thus also be considered when evaluating the different 

bids. 

 

It is clear to the different actors that decisions are based in a total perspective where the 

price is balanced and weighted with these other factors. What is not necessarily as clear is 

how these different factors are weighted. It is thus also a difference here between what the 
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public tendering practices subscribes and the tender in the maritime sector. In a public 

tender situation, which is mentioned in the literature review, are the quality criteria and 

how this is weighted clearly communicated to the different actors. The actors then know 

that the price for instance is weighted 50 %, quality 30 % etc. and they can thus take this in 

to consideration when preparing their offers. In our cases, we have however seen that this 

is not necessarily the situation here. This is especially the situation with regards to the oil 

companies and their tenders. In other words is it in relation to these processes not 

communicated how oil companies weight price with quality such as the quality of the 

service (crews’ qualifications, mechanical quality of the vessel, attributes and innovations 

in connection to the vessel), HSE-measures, brands and trademarks etc. The shipping 

companies know that these factors are important to the oil companies but are however not 

able to say how much emphasis the oil companies will put on these different factors 

relative to the price. It is as mentioned the daily rate that represent the bottom and the 

additional factors are added to this to make-up the effective day rate. 

 

It is for instance as mentioned not possible for the shipping companies to say how much 

emphasis is put on an Ulstein designed vessel relative to a Havyard designed vessel. 

Another example might be that it is not possible to say how much emphasis the oil 

companies put on a vessel that is built in China at a considerably lower price relative to a 

vessel that is built in Norway. A more specific example might be that the shipping 

company and shipyard in cooperation develops a new costly solution that for instance 

improves the safety in relation to the vessel and operation. It is however not possible for 

the shipping company and shipyard to say how much emphasis the oil companies’ will put 

on this relative to the price when evaluating the different bids. The actors must therefore 

guess how the oil company will appreciate this and that this can be a decisive factor in 

terms of winning the tender.  

 

In connection to this, it is also as mentioned important to develop close relations with the 

oil companies in order to get more knowledge with regards to how the oil companies 

appreciate the different factors and how much emphasis they might put on different 

solutions. This is thus another example of the importance of relation in connection to these 

processes. In terms of this and the processes that the equipment suppliers and shipyards are 

engaged in, relations can also said to be important here. The reason as mentioned is that 

the different actors through their relations with the shipyards or the shipping companies 
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know which of the actors that demands top notch quality. In other words, in order to be 

able to know what is important to the different actors it is necessary to develop close 

relations. 

 

The advantages related to communicating clearly how the different factors are weighted is 

clear in that it provides the bidders the opportunity to know what to emphasis and it will 

thus make it easier when preparing the different bids. It will also to a greater extent let the 

different bidders compete on a more fair ground in that the parties know what the oil 

companies will emphasize during the evaluation stage. The disadvantages are however 

related to that it reduces the oil companies’ flexibility. The reason for this is that the oil 

companies must then prior to the tender specify what one should focus and the different 

priorities. This can sometimes be hard to know and thus to specify before one has been 

engaged in negotiations with the parties. In accordance to what is addressed by 

Subramanian (2009) can specifying too much prior to the tender actually end up destroy 

potential value creation. Specifying and communicating criteria might in other words 

actually hinder innovation. It is first at the negotiation stage prior to the auction that the 

actors are able to learn their preferences and share ideas. That the oil companies have not 

communicated the criteria might thus give them greater flexibility in the later stages and 

thus forces the bidders to prioritize differently in their bids based on their knowledge of 

what is important to the oil company.    

 

6.3.2 Quality incentive problems 
 

With regards to the quality incentive problems, it is seen that this is dealt with in the 

different links by adopting many of the same measures. The ex-ante problem in which the 

auction only attracts the weaker bidders as addressed by Bergman & Lundberg (2013) is to 

a great extent avoided in that the process is not open to all bidders. In the first two links as 

mentioned only a few bidders that are present on the maker’s or bidder’ list will be 

addressed. In addition to this, is the market rather established and the different actors 

through their previous relation know which of the actors that demand top notch quality. 

This is thus in accordance with what was addressed by Klein & Leffler (1981) where the 

author suggests adopting a pre-qualification stage in order to cope with this problem.   
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It is also possible for the different actors to signal quality that helps prevent this problem. 

In the last link this problem is however also dealt with in that the bidders are screened 

thoroughly prior to the tender in which the bidders has to provide documentation when 

registering in Achilles. That it is possible for the different actors to signal quality and that 

the actors are screened thoroughly prior to the tender is in accordance with what was 

suggested by Kirmani & Rao (2000) & Spencer (1973). Screening according to Spencer 

(1973) implies that the companies exactly have to provide information related to certain 

factors prior to the tender. It is thus an initiative from the principal’s side. Signaling 

according to Kirmani & Rao (2000) is however an initiative from the agent’s side and is 

related to that the agent uses different marketing measures such as branding, trademarks 

etc to signal quality.  It can thus be seen that this problem is to a great dealt with compared 

to a public tender that is open and where price is the only sole criterion. When this is the 

case, this problem is likely to occur. 

 

The ex-post problem as addressed by Bergman & Lundberg (2013) is also dealt with in the 

different links by adopting many of the same measures. What first of all is common in all 

three links is that company selects bidders that the company trusts and that have a good 

reputation in relation the company and the other actors in the market. In the first two links 

we saw that the actors present on the maker’s list and the bidder’s list to a great extent are 

actors that the company trusts through its previous relations with. The same is also the case 

in terms of the last link where actors that the oil company trusts are put on the bidder’s 

short list.  

 

Trust, which is closely related to reputation and what lies in this, as mentioned in the 

literature helps to avoid opportunistic behavior such as quality deterrence (Douma & 

Schreuder 2013). When one of the actors cheat this will also impact their reputation in 

relation to contracting party and other actors in the market as addressed by Klein & Leffler 

(1981). The companies in the different links can thus also base their decision when 

deciding the actors on the bidder’s list whether to exclude parties with a bad reputation. In 

addition to this, are options also introduced into the contracts in the three different links in 

order to avoid this problem. The option in the contracts as mentioned according to Edin & 

Hermalin (2000) functions as a “threat effect” in that it helps to discipline the supplier into 

avoid deterring quality. The supplier (agent) then knows that if it deters quality then the 

contracting party (principal) will avoid exercising the option in the later stages. This 
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altogether helps ensure that the future gains exceed the short terms gains by deterring 

quality.  

 

What is important according to Klein & Leffler (1981) is however that the future gains of 

avoiding deterring quality exceeds the short terms gains of behaving opportunistically by 

deterring quality. It is however important in relation to this that the amount or period that 

could be extended when exercising the option is sufficient. The greater for instance in 

terms of the number of equipment or vessels or the length of the extension period in the 

option, the greater will the gains of avoid deterring quality be. In relation to the oil 

companies and their contract with the shipping companies, is it also as we have seen 

possible to impact the short term gains by determining the length of the contract. The 

shorter the contract is, the greater are the long term gains of avoid deterring quality or in 

other words the lower are the short term gains of deterring quality compared to the 

situation with a longer contract. This is in accordance with Klein & Leffler (1981) in that 

one must ensure in order to avoid this problem that the future gains exceeds the short terms 

gains of avoid deterring quality. It can thus be seen that it in relation to the oil companies 

and their contracts with the shipping companies is possible to adopt this additional 

measures.  

 

The reason that this is necessary is that we in this link deal with offshore marine services 

and as mentioned have services something to do with that is intangible and that thus is 

harder to verify ex-post as in accordance with what was mentioned by Klein & Leffler 

(1981). In the two other links we also deal with aftermarket services that are intangible, but 

the difference in this link is however that we deal entirely with services and one must thus 

expect the quality incentive problem to a greater extent be present here. In order to prevent 

this problem one must thus in this link use a mix of the abovementioned measures. The 

different measures that are adopted in relation to the two problems are summarized in the 

figure below. 
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6.4 Research Question 4 
 

“How do the associated quality factors in the tender relate to the actors’ ability to 

meet global competition?”  

 

The competitive advantage that is gained by the actors in the cluster relative to their global 

competitors is related to two factors. It is first of all related to the quality that is provided, 

which has been discussed earlier. Quality is as mentioned related to several dimensions 

such as the quality of the mechanical product and the quality of the aftermarket services 

that are provided to the customer. These quality dimensions can in addition to this be 

supported by strong brands and trademarks that help signal quality and elevate the other 

factors. When it comes to the quality of the mechanical product and the attributes in 

connection to the vessel, there can as mentioned be a difference between the Norwegian 

and some of the global actors. The reason for this is to a great extent related to the cluster 

effect. In the cluster all the actors are present and the equipment suppliers, shipyards and 

design offices are thus closer to the problem in which the majority of the shipping 

companies are also situated in this region.  

 

This does in other words give the equipment suppliers and the shipyards the opportunity to 

address different problems and share knowledge in connection to the shipping companies 

Figure 36 - The quality incentive problems and the different measures adopted by the 

maritime actors in order to cope with these problems. Based on figure from (Kirmani & 

Rao 2000). 
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that are present in the cluster. That this is the case gives the parties an advantage when 

developing new solutions in addition to the integration part of these different solutions. It 

is also to a certain extent related to cultural factors in that workers in the Norwegian 

culture are allowed to address the top management. That this is the case makes it possible 

for the workers down in the organization to ask questions and address the top management 

in order to suggest possible solutions and improvements. With regards to the aftermarket 

services, there is also a difference between some of the Norwegian actors and the global 

actors. Many of the Norwegian actors offer supreme aftermarket service such as Brunvoll 

that has the in-house expertise in addition to all the necessary spare part in stock.  

 

The competitive advantage that is achieved by the actors in the cluster in terms of quality 

is however to a great extent supported by strong brands and trademarks. Many of the 

actors in the cluster like Ulstein, Vard, Skipsteknisk etc have over time managed to build 

strong brands and trademarks. The UT-design for instance was launched as far as back in 

the 70s and because of this many of the actors are familiar with this design. These brands 

help to signal quality and thus impacting the customers’ perception of the vessel/product. 

According to Breit & Ransom (1971), as mentioned in the literature, two products might 

be identical, but the customer might be willing to pay more for the product that is 

supported by a strong brand and that he is familiar with. What is important in this relation 

is in other words what the customer perceives. If the shipping company or oil company 

perceives that an Ulstein designed vessel is superior in terms of quality than many of their 

competitors, then this is what matters and not necessarily the actual quality of the vessel.  

 

A brand however as mentioned in the literature has to be supported by quality since the 

customer after the purchase compares his expectations with the actual performance. If the 

company fails to provide quality to support this brand or trademark, then this might 

weaken the brand or trademark on a long term basis. That this is the case has made it 

possible for Ulstein to produce vessels in the lower class of the quality pyramid that is still 

perceived to be quality vessels (compared to some of its competitors) due to the Ulstein 

brand being attached to these vessels. Many of the equipment suppliers in the cluster such 

as Brunvoll have also managed to develop strong brands and trademarks. This is as 

mentioned important in relation to the shipping companies and oil companies. In terms of 

this, the goal of the equipment suppliers is to develop strong brands in such a way that the 
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oil companies and shipping companies in their specifications request equipment 

specifically from their side.  

 

It is these tangible and intangible differences in terms of quality in accordance with 

Chamberlain (1965) that has managed the actors to differentiate their product and thus 

shifting the demand curve upwards. This has eventually led to that the customers are able 

to tackle competition from abroad. It is however important in accordance with 

Chamberlain (1965) for the actors to continue promoting the above mentioned in terms of 

quality and branding. The reason for this is that the global actors on a long term basis will 

attempt to imitate these different factors and thus shifting the demand curve downwards 

again towards the long-run equilibrium as addressed by Chamberlain (1965).  

 

In this relation, it is however important to mentioned that quality in terms of the 

mechanical product and aftermarket services can be quite easily imitated by the actors. The 

cluster effect and the advantages related to this in addition to branding are however more 

difficult to imitate. This is especially true in relation to branding. The reason for this is that 

it takes time for the competitors to build a strong brands and trademarks that are capable of 

competing with the cluster’s actors. This is for instance exemplified with the UT-Design 

that was developed as early as in the 1970s. In order for this to be possible the global 

actors must develop high quality products that are supported by aftermarket services. 

Through continuous interactions over time with the customer by providing this and 

through marketing measures, the actors will eventually develops brands that enable them 

to compete with the cluster’s actors. The actors in the cluster however in order to prevent 

this must thus continue to promote their strong brands in addition to continuously develop 

new solutions in cooperation with the other actors by exploiting the cluster effect and the 

cultural factors. This will shift the demand curve upwards again thus reversing the 

development.  
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The competitive advantage that the companies in the cluster experience is however not 

only related to the quality. It is also to a certain extent connected to that the shipping 

companies that are present in the cluster have developed close relations with many of oil 

companies. Many of the shipping companies have been present providing services to the 

oil companies that operate on the Norwegian continental shelf since the beginning. This 

has led to that the shipping companies have developed close relations with many of oil 

companies. Relations are as mentioned important in that it can be a decisive factor in terms 

of the companies that are selected to be on the bidder’s short list in connection to the oil 

companies’ tenders. It is in other words an advantage that the actors in this cluster have a 

track record or a performance record in terms of their previous projects and interactions 

with many of the oil companies on the Norwegian continental shelf. This serves as 

documentation that the actors in the cluster are able to provide safe, reliable, efficient and 

environmental friendly operations.  

 

That the shipping companies in this region have developed close relations with many of 

the oil companies operating on the Norwegian continental shelf, is however also 

advantageous in relation to the other actors upstream. The reason for this is that it 

represents an advantage when developing new solutions in cooperation with the other 

actors. The shipping companies through their relations with the oil companies to a greater 

extent know what is important to focus on and they know what is required in terms of 

quality in addition to the operations and how they are conducted. This thus represents an 

advantage when all the actors in cluster in cooperation develop new solutions. The 

Figure 37 - Tangible and intangible differences 

shifting the actors’ demand curve upwards 

allowing to tackle competition. Figure adapted 

from Waldman & Jensen (2013)  
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relations are because of this closely connected to quality in terms of developing new 

solutions.  The competitive advantage that the Norwegian actors in this cluster experience 

can thus be related to the quality that is provided in addition to close relations that the 

actors have developed. This is summarized in the figure below. 

 

 

 

 

 

 

    

 

 

7.0 CONCLUSION AND FURTHER RESEARCH 
 

7.1 Conclusion  
 

In this thesis we have by conducting a multi cases study explored the tendering process 

and quality in each different link in the marine service offshore supply chain. Four 

research questions were asked and data was by collected by relying on interviews as the 

primary data source that was supported by secondary data sources. The findings show that 

the tendering processes in its general form in each link is in accordance with what is 

addressed in the literature where determining specifications, deciding the bidder’s list and 

bidder’s short list, request/invitation to tender are the common steps in the tendering 

process. It is however also seen that these processes are complex and that no clear answers 

necessarily always exists in terms of how these processes are managed.  

 

Several factors impacts how these processes are set out and how they are managed. There 

might be several additional actors involved such as designers, contractors, brokers, 

financial institutions etc that all can influence these processes. In addition to this can the 

complexity of the project determine how these processes are managed. When the projects 

are complex this for instance implies that the importance of the negotiation stage increases 

as in accordance with the literature. Finally, can relations and previous interactions be an 

important factors in terms of which the actors are selected to the on the bidder’s list and 

Figure 38 - The underlying factors impacting 

the actors’ competitive advantage 
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the bidder’s short. That the actors are pre-selected based on such factors contrast the public 

tenders where the tenders are open and where all potential bidders are allowed to show 

their interest. 

 

With regards to quality the findings show that quality in each link is a total concept that 

depends on several dimensions. It is as mentioned not only related to the physical product 

or the service but also additional dimensions are important such as aftermarket services, 

on-time delivery, HSE-measures, documentation, branding etc. The findings have also 

shown in relation to quality the importance of supply chain management in order to ensure 

that all the actors’ procurement processes are in accordance with the goals of the ultimate 

customer which in this case is the oil companies and their goal in terms of safe, efficient, 

reliable and environmentally friendly operations. All actors must make sure that the 

procurement process is in accordance with this. 

  

Since quality is total concept, then this implies that decisions are taken in total perspective 

where all these dimensions are taken in to consideration and not only the price of the 

physical product or the service. For instance is it important after the purchase that the 

actors are provided the right support in the event of any defects or any other 

inconveniences. The costs that arise if this is not provided should thus also be taken into 

consideration when balancing the price and quality. How these different factors are 

balanced and weighted with the price is however not necessarily communicated to parties. 

This is especially the case in relation to the oil companies. This contrast the public 

tendering processes where it is clearly communicated how these different factors are 

weighted. It is both advantages and disadvantages related to this. Especially the advantages 

in relation to the oil companies’ flexibility and thus potential for value creation should be 

emphasized when this is not communicated to the different actors. That this is the situation 

makes it important to gain experience and attempt to develop relations in order to get 

knowledge with regards to this.  

 

The ex-ante quality problem is as mentioned to a great extent handled by that the parties 

are pre-selected, which implies that the companies select the companies that it wants to 

address. It is also secured in that the different selling parties can signal quality by 

developing brands and trademarks. In the third link this is also handled in that the parties 

are screened prior to registering in the Achilles portal, where one has to provide 
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documentation for different systems. The ex-post post problem is handled in each link by 

relying on the different actors’ reputation and in that the auctioneers select actors that they 

trust and have been engaged with earlier. In addition to this are options that introduces a 

threat effect implemented into the contract. In the last link it is also possible to vary the 

contract length. In relation to this, it was also seen that the importance of relying on all 

these measures in the third link since we here deal entirely with services. The need of 

implementing a mix of the different measures thus increases.  

 

The finding finally show that the companies in the cluster have gained a competitive 

advantage that is related to the quality in connection to services and products provided in 

addition to the relations that exist between the shipping companies and oil companies 

through continuous interactions in connection to their operation on the norwegian 

continental shelf. The competitive advantage that is gained in connection to quality of the 

physical products is to a great extent related to the development of new innovations and 

solutions. This is directly related to the cluster effect where all parties benefit from all the 

actors being present in terms of sharing knowledge and ideas with regards to innovations 

and integration of different solutions. The cultural factor in terms of less rigid organization 

lines is also an important factor when developing new solutions. This contrasts some of the 

global actors where more rigid organizational lines exist which implies greater distance 

between the employees and the top management.  

 

The competitive advantage related to quality is however also related to that the actors in 

the cluster, especially equipment supplier, provides better aftermarket services than many 

of their competitors. That the actors have managed to tackle global competition is however 

not only related to the quality in relation to the vessels/equipment and quality of the 

services. These dimensions are supported by strong brands and trademarks that have been 

developed over time through continuous interaction with the customers. This factor is 

more difficult for the other actors outside the cluster to imitate since it takes time to 

develop a strong brand that are able to compete on the same terms and it thus the main 

reason why many of the actors in the cluster have managed to tackle global competition.   

 

The competitive advantage is however also as mentioned related to the relations the 

shipping companies have developed in connection to the oil companies that have operated 

on the Norwegian continental shelf. That this is the case is an advantage as mentioned 
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when the bidder’s short list is decided since the shipping companies in this region have a 

track record in relation to the oil companies and this thus represents an advantage. Because 

of these relation the shipping companies in this region also to a greater extent knows what 

is important and the oil companies’ operation. This is advantageous for the upstream 

parties when developing solutions. 

  

7.2 Further research 
 

The limitation related to this study is as mentioned that is not possible to generalize the 

findings. In order to be able to generalize the study to the whole population, which in this 

case consist of the all the maritime companies in the cluster, one must thus conduct a more 

quantitative study where an appropriate sample representing the whole population is 

investigated. In a further research situation one should thus consider to conduct a 

quantitative survey study in order to validate the findings in this thesis and in order to be 

able to generalize the findings to the whole population. In a further research situation it can 

also be interesting to include foreign actors in order to attempt to contrast and complement 

the findings. This is especially important in order attempting to explain how the actors in 

the cluster have an achieved a competitive advantage and the importance of cluster in 

relation the actors in this region. 
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APPENDIX 

Appendix A: Interview Guide - Brunvoll (Equipment Supplier) 

Research Question Interview Question 

Introduction Can you as an introduction please tell 

something about your: 

 Background (Education, work 

experience) 

 Work and area of responsibility at 

Brunvoll 

What is the competitive tendering process 

and how is the process managed? 

Can you on a general term say something 

with regards to the shipyards’ procedures in 

connection to their acquisition of 

equipment/thrusters? 

 

Is there a difference with regards to this 

process when the shipping companies 

building according to specification versus 

when the shipyards build vessels on their 

own account and risk? 

 

Is there a difference with regards to the 

process when designers are involved 

compared to when this is not the case? 

 

Is there a difference with regards to the 

process when Brunvoll sell thrusters to 

customers belonging to the offshore supply 

sector compared to other customers e.g 

cruiseliners, fish industry? 

 

What is required to be on the bidder’s list 

(In other word to be allowed to provide an 

offer to the shipping company)? 

 

What is the importance of previous 

relations? 

 

How many are invited to provide an offer to 

the shipyard and what significance does this 

have in terms of the outcome?  

 

Is it usual for the shipyards to develop 

specification?  

 

Are there any negotiations after the tender 

process?  
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If this is the case, what is the magnitude or 

extent of these negotiations?  

 

Are the negotiations conducted in relation to 

one or more actors? 

 

After the seal bid process and the following 

negotiations do the actors have to agree on a 

contract or is it possible to issue a new 

round, with new actors? 

 

Who are all the involved actors in this 

process? 

 

Can you on a general term say something 

with regards to the different actors’ role in 

this process? 

 Shipping company  

 Shipyard 

 Design office 

 Brokers 

 Equipment supplier 

 

Can you more specifically say something 

with regards to Brunvoll’s role in this 

process?   

How is quality defined in the tendering 

process? 

 

What are the most important parameters in 

terms of quality? 

 The informant is first asked to 

suggest different factor until some 

factor are suggested to the informant 

if they are not mentioned 

 Product attributes (thrusters that 

secures a low level of noise, 

solutions that ensures the onboard 

safety, thruster that ensures 

operational efficiency, thruster that 

contribute to lowering fuel 

consumption, uniqueness) 

 Services, spare parts and aftermarket 

 On-time delivery 

 Environmental factors and 

certification 

 The company’s renommé/Trademark 

 Previous purchases/experiences with 

the company   

How is the trade-off between achieving a 

low price and satisfying the quality 

standards balanced, and how are the quality 

Is it clearly stated how price and quality is 

weighted in the evaluation stage? 
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incentive problems dealt with? What consideration does Brunvoll do with 

regards to price and quality? (How willing is 

the company to sacrifice the one for the 

other) 

 

How would you based on your experiences 

rank the different factors mentioned above? 

 Product attributes (thrusters that 

secures a low level of noise, 

solutions that ensures the onboard 

safety, thruster that ensures 

operational efficiency, thruster that 

contribute to lowering fuel 

consumption, uniqueness) 

 Services, spare parts and aftermarket 

 On-time delivery 

 Environmental factors and 

certification 

 The company’s renommé/Trademark 

 Previous purchases/experiences with 

the company 

 Additional factors suggested by the 

informant above  

 

Is it normal to introduce options into the 

contract? 

 

How important are relations and the 

supplier’s reputation?  

 

How do the associated quality factors in the 

tender relate to the actors’ ability to meet 

global competition? 

Is what is emphasized above with regards to 

quality something the customers are willing 

to pay for? (Increased willingness to pay) 

 

If this is the case, is there any difference 

between the different actors with regards to 

the willingness to pay? (actors abroad 

versus actors belonging to the cluster) 

 

Have you based on your experiences 

observed any difference between shipyards 

belonging to the cluster and the other 

norwegian shipyards with regards to the 

different factors? 

 Product attributes (thrusters that 

secures a low level of noise, 

solutions that ensures the onboard 

safety, thruster that ensures 

operational efficiency, thruster that 

contribute to lowering fuel 
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consumption, uniqueness) 

 Services, spare parts and aftermarket 

 On-time delivery 

 Environmental factors and 

certification 

 The company’s renommé/Trademark 

 Previous purchases/experiences with 

the company 

 Additional factors suggested by the 

informant above  

  

Have you based on your experiences 

observed any difference between shipyards 

situated abroad and shipyards belonging to 

the cluster with regards to the different 

factors? 

 Product attributes (thrusters that 

secures a low level of noise, 

solutions that ensures the onboard 

safety, thruster that ensures 

operational efficiency, thruster that 

contribute to lowering fuel 

consumption, uniqueness) 

 Services, spare parts and aftermarket 

 On-time delivery 

 Environmental factors and 

certification 

 The company’s renommé/Trademark 

 Previous purchases/experiences with 

the company 

 Additional factors suggested by the 

informant above  

 

Have you based on your experiences 

observed any difference between shipyards 

situated abroad and the other norwegian 

shipyards with regards to the different 

factors? 

 Product attributes (thrusters that 

secures a low level of noise, 

solutions that ensures the onboard 

safety, thruster that ensures 

operational efficiency, thruster that 

contribute to lowering fuel 

consumption, uniqueness) 

 Services, spare parts and aftermarket 

 On-time delivery 

 Environmental factors and 

certification 
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 The company’s renommé/Trademark 

 Previous purchases/experiences with 

the company 

 Additional factors suggested by the 

informant above  

 

What is the importance of buying from 

suppliers present in the cluster for the 

equipment suppliers with regards to winning 

contracts? 

 In relation to shipyards belonging to 

the cluster 

 In relation to other norwegian 

shipyards 

 In relation to shipyards situated 

abroad 

 

Is there a clear difference between the 

different equipment suppliers?  

 

Is there an important difference between the 

actors with regards to who Brunvoll has 

been engaged with earlier versus does who 

Brunvoll has not been engaged with earlier? 

 

What is the importance of the cluster’s 

renommé for Brunvoll in competition with 

actors situated outside the cluster? 

Ending Other issues that the informant wants to 

address 

Address the question related to 

confidentiality and other formalities 

Address the possibility for follow up 

question via mail or telephone 

Thank the informant 
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 Appendix B: Interview Guide - Ulstein (Shipyard) 

 

Research Question Interview Question 

Introduction Can you as an introduction please tell 

something about your: 

 Background (Education, work 

experience) 

 Work and area of responsibility at 

Ulstein 

What is the competitive tendering process 

and how is the process managed? 

Can you on a general term say something 

with regards to all the possible ways/all the 

different steps that are taken in connection 

to the shipping companies’ acquisition of 

vessels? 

 

What is required to be on the bidder’s list 

(In other words to be allowed to provide an 

offer to the shipping company)? 

 

What is the importance of previous 

relations? 

 

How many are invited to provide an offer to 

the shipping companies and what 

significance does this have in terms of the 

outcome?  

  

Is it usual for the shipping companies to 

develop specification?  

 

Are there any negotiations after the tender 

process?  

 

If this is the case, what is the magnitude or 

extent of these negotiations?  

 

Are the negotiations conducted in relation to 

one or more actors? 

 

After the seal bid process and the following 

negotiations do the actors have to agree on a 

contract or is it possible to issue a new 

round, with new actors? 

 

Who are all the involved actors in this 

process? 
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Can you on a general term say something 

with regards to the different actors’ role in 

this process? 

 Shipping company  

 Shipyard 

 Design office 

 Brokers 

 Equipment supplier 

 

Can you more specifically say something 

with regards to Ulstein’s role in this 

process? 

 Ulstein Design & Solutions 

 Ulstein Shipyard 

How is quality defined in the tendering 

process? 

What are the most important parameters in 

terms of quality? 

 The informant is first asked to 

suggest different factor until some 

factor are suggested to the informant 

if they are not mentioned 

 Product attributes (that secures a low 

level of noise, safety, operability, 

uniqueness) 

 Environmental factors and 

certification 

 The company’s renommé/Trademark 

 Previous purchases/experiences with 

the company   

How is the trade-off between achieving a 

low price and satisfying the quality 

standards balanced, and how are the quality 

incentive problems dealt with? 

Is it clearly stated how price and quality is 

weighted in the evaluation stage? 

 

What consideration does Ulstein do with 

regards to price and quality? (How willing is 

the company to sacrifice the one for the 

other) 

 

How would you based on your experiences 

rank the different factors mentioned above? 

 Product attributes (that secures a low 

level of noise, safety, operability, 

uniqueness) 

 Environmental factors and 

certification 

 The company’s renommé/Trademark 

 Previous purchases/experiences with 

the company   

 Additional factors suggested by the 

informant above 
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Is it normal to introduce options into the 

contract? 

 

How important are relations and the 

supplier’s reputation?  

 

How do the associated quality factors in the 

tender relate to the actors’ ability to meet 

global competition? 

Is what is emphasized above with regards to 

quality something the customers are willing 

to pay for? (Increased willingness to pay) 

 

If this is the case, is there any difference 

between the different actors with regards to 

the willingness to pay? (actors abroad 

versus actors belonging to the cluster) 

 

Have you based on your experiences 

observed any difference between shipping 

companies belonging to the cluster and the 

other norwegian shipping companies with 

regards to the different factors? 

 Product attributes (that secures a low 

level of noise, safety, operability, 

uniqueness) 

 Environmental factors and 

certification 

 The company’s renommé/Trademark 

 Previous purchases/experiences with 

the company   

 Additional factors suggested by the 

informant above 

 

Have you based on your experiences 

observed any difference between shipping 

companies situated abroad and shipping 

companies belonging to the cluster with 

regards to the different factors? 

 Product attributes (that secures a low 

level of noise, safety, operability, 

uniqueness) 

 Environmental factors and 

certification 

 The company’s renommé/Trademark 

 Previous purchases/experiences with 

the company   

 Additional factors suggested by the 

informant above 

 

Have you based on your experiences 

observed any difference between shipping 

companies situated abroad and the other 
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norwegian shipping companies with regards 

to the different factors? 

 Product attributes (that secures a low 

level of noise, safety, operability, 

uniqueness) 

 Environmental factors and 

certification 

 The company’s renommé/Trademark 

 Previous purchases/experiences with 

the company   

 Additional factors suggested by the 

informant above 

 

What is the importance of buying equipment 

from equipment suppliers (for instance 

Brunvoll) in the cluster for shipyards with 

regards to winning contracts? 

 In relation to shipping companies 

belonging to the cluster 

 In relation to other norwegian 

shipping companies 

 In relation to shipping companies 

situated abroad 

 

Is there a clear difference between the 

different shipyards?  

 

Is there an important difference between the 

actors with regards to who Ulstein has been 

engaged with earlier versus does who 

Ulstein has not been engaged with earlier? 

 

What is the importance of the cluster’s 

renommé for Ulstein in competition with 

actors situated outside the cluster? 

Ending  Other issues that the informant wants to 

address 

Address the question related to 

confidentiality and other formalities 

Address the possibility for follow up 

question via mail or telephone 

Thank the informant 
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Appendix C: Interview Guide - Remøy Shipping (Shipping Company) 

 

Research Question Interview Question 

Introduction Can you as an introduction please tell 

something about your: 

 Background (Education, work 

experience) 

 Work and area of responsibility at 

Remøy 

What is the competitive tendering process 

and how is the process managed? 

Can you on a general term say something 

with regards to the oil companies’ 

procedures or different steps in connection 

to their acquisition of offshore marine 

services? 

 

What is required to be on the bidder’s list 

(In other word to be allowed to provide an 

offer to the oil companies)? 

 

What is the importance of previous 

relations? 

 

How many are invited to provide an offer to 

the oil companies and what significance 

does this have in terms of the outcome?  

  

Is it usual for oil companies/contractors to 

develop specification?  

 

Are there any negotiations after the tender 

process?  

 

If this is the case, what is the magnitude or 

extent of these negotiations?  

 

Are the negotiations conducted in relation to 

one or more actors? 

 

After the seal bid process and the following 

negotiations do the actors have to agree on a 

contract or is it possible to issue a new 

round, with new actors? 

 

Who are all the involved actors in this 

process? 

 

Can you on a general term say something 

with regards to the different actors’ role in 

this process? 
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 Shipping company  

 Shipyard 

 Design office 

 Brokers 

 Equipment supplier 

 

Can you more specifically say something 

with regards to Remøy’s role in this 

process? 

How is quality defined in the tendering 

process? 

 

What are the most important parameters in 

terms of quality? 

 The informant is first asked to 

suggest different factor until some 

factor are suggested to the informant 

if they are not mentioned 

 Product attributes (Design of the 

vessel, equipment, functionality, fuel 

consumption) 

 Operability and safety 

 Crew and their qualifications 

 Environmental factors and HSE-

measures 

 The company’s renommé/Trademark 

 Previous purchases/experiences with 

the company   

How is the trade-off between achieving a 

low price and satisfying the quality 

standards balanced, and how are the quality 

incentive problems dealt with? 

Is it clearly stated how price and quality is 

weighted in the evaluation stage? 

 

What consideration does Remøy do with 

regards to price and quality? (How willing is 

the company to sacrifice the one for the 

other) 

 

How would you based on your experiences 

rank the different factors mentioned above? 

 Product attributes (Design of the 

vessel, equipment, functionality, fuel 

consumption) 

 Operability and safety 

 Crew and their qualifications 

 Environmental factors and HSE-

measures 

 The company’s renommé/Trademark 

 Previous purchases/experiences with 

the company 

 Additional factors suggested by the 

informant above 
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Is it normal to introduce options into the 

contract? 

 

Is it normal to have varying contract 

lengths? 

 

How important are relations and the 

supplier’s reputation?  

 

How do the associated quality factors in the 

tender relate to the actors’ ability to meet 

global competition? 

Is what is emphasized above with regards to 

quality something the customers are willing 

to pay for? (Increased willingness to pay) 

 

If this is the case, is there any difference 

between the different actors with regards to 

the willingness to pay? (actors abroad 

versus actors belonging to the cluster) 

 

Have you based on your experiences 

observed any difference between shipping 

companies belonging to the cluster and the 

other norwegian shipping companies with 

regards to the different factors? 

 Product attributes (Design of the 

vessel, equipment, functionality, fuel 

consumption) 

 Operability and safety 

 Crew and their qualifications 

 Environmental factors and HSE-

measures 

 The company’s renommé/Trademark 

 Previous purchases/experiences with 

the company 

 Additional factors suggested by the 

informant above 

 

Have you based on your experiences 

observed any difference between shipping 

companies situated abroad and shipping 

companies belonging to the cluster with 

regards to the different factors? 

 Product attributes (Design of the 

vessel, equipment, functionality, fuel 

consumption) 

 Operability and safety 

 Crew and their qualifications 

 Environmental factors and HSE-

measures 

 The company’s renommé/Trademark 



142 

 

 Previous purchases/experiences with 

the company 

 Additional factors suggested by the 

informant above 

 

Have you based on your experiences 

observed any difference between shipping 

companies situated abroad and the other 

norwegian shipping companies with regards 

to the different factors? 

 Product attributes (Design of the 

vessel, equipment, functionality, fuel 

consumption) 

 Operability and safety 

 Crew and their qualifications 

 Environmental factors and HSE-

measures 

 The company’s renommé/Trademark 

 Previous purchases/experiences with 

the company 

 Additional factors suggested by the 

informant above 

 

What is the importance of buying equipment 

and vessels from equipment suppliers and 

shipyards in the cluster for shipping 

companies with regards to winning contracts 

in relation to the oil companies? 

 

Is there a clear difference between the 

different shipping companies with regards to 

quality?  

 

Is there an important difference between the 

actors with regards to who Remøy has been 

engaged with earlier versus does who 

Remøy has not been engaged with earlier? 

 

What is the importance of the cluster’s 

renommé for Remøy in competition with 

actors situated outside the cluster? 

Ending Other issues that the informant wants to 

address 

Address the question related to 

confidentiality and other formalities 

Address the possibility for follow up 

question via mail or telephone 

Thank the informant 
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Appendix D: Request from shipyard to Brunvoll 
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Appendix E: Extracts from chapter 1 yards specifications 
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Appendix F: Extracts from chapter 4 yard specifications 
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Appendix G: Invitation to tender on behalf of Oil Company and contractor 
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Appendix H: Example of Statoil tender 
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Appendix I: Example of charter contract 
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