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Foreword

Faced with increased evidence of shipping-related
disruptions in trades with the developing world,
the Exporters’ Coalition on Canadian Maritime .
Policy brought this problem to the attention of
the Honourable Pat Carney, Mlmster of Interna-
tional Trade.

The genesis of many of the dlfﬁCUl[lCS faced
by Canadian exporters and importers appeared,
on first examination, to have their origins in the
introduction by a number of developing coun-
tries of policies aimed at establishing and
- supporting their own national merchant fleets.

A wide range of measures, including unique
national legislation and regulation, have been
introduced with this objective in mind. Some
shipping related measures have been described as
restrictive barriers to trade, and have been -
vigorously opposed by both domestic and
foreign trade interests.

Aware of the need to protect the competi-
tiveness of Canadian international trade, and the
importance of efficient transportation to Canada’s
ability to compete in world markets, the Minister
agreed that the Department of External Affairs
should co-sponsor a series of five regional

- seminars with exporters and importers across
Canada to discuss these changes in the perfor-
mance of shipping in certain trades. The private .
sector should discuss and develop an effective
strategy which would reflect the concerns of -
Canada’s trading community, which the Canadian
government could consider for adoption and
implementation when faced with restrictive trade
practices associated with shipping.

A seminar series entitles ““Canada’s Trade
with the Developing World-Trade solutions to
transportation problems’ was organized, and
took place in Vancouver, Edmonton, Toronto,
Montreal and Halifax during April and May 1987.

194 participated in 15 workshops and
focussed their discussion on key questions,
‘developed and presented by the Coalition, to
ensure the results of the different workshops
could be fairly assessed and collated.

The cross-Canada seminar series culminated
in a conference held June 4, 1987 at the Govern-
ment Conference Centre, Ottawa. Entitled
““Canada’s Trade Community Speaks Up — Our
Solution to Transportation Problems with the

Developing World”, it brought together over 140
senior executives from Canada’s private sector
and government to hear the conclusions of the
seminar discussions, presented by workshop
chairman from each of the regional meetings. -

On this occasion, eminent panelists
represented key shipper and carrier interests
across Canada, the UN Conference on Trade and
Development (UNCTAD), the Organization for
Economic Cooperation and Development
(OECD), and FELACUTI, the Latin American
Shippers Organization, reviewed various aspects
of the seminar discussion, and added their own
perspective to the debate.

This document describes the purpose and
organization of the five regional seminars, and
presents the highlights of their proceedings, and
the discussion and recommendations presented at
the National Conference in Ottawa.
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Executive Summary

The following conclusions and recommendations
reflect the considered opinion of senior represen-
tatives of Canada’s trade community who, in a
series of meetings held in six major cities,
discussed and debated the phenomena and -
effects of shipping related problems recently
encountered in certain. trades with developmg
world countries.

Dialogue was structured to focus attention
on the sensitive pohcy issues which lie at the
heart of the problems being encountered, and to
allow .consolidation of the results collated from
different workshops, each addressing the key
questions listed in Appendix C. -

In this successful collaborative experlment in
communication,.a broad cross-section .of the
trade community has sketched for the urgent
consideration of ministers the framework of a
pro-active policy designed to cope with the reali-
ties of today’s transportation and trading
environment.

The Exporters Coalition on Canadian Mari-
time Policy, representing seventeen major trading
associations across Canada, has concluded:

e that the principle of ‘‘free circulation of
shipping in international trade in free and
fair competition’’ continues to be eroded,
and does not apply in a growing number of
trades with the developing world.

¢ that as a consequence, Canadian trade

interests are being negatively affected.

Sales are being lost, and profits reduced.

that Canadian exporters view transportation as

one important component of trade policy, and
as such believe government should act
accordingly and expeditiously to safeguard

Canadian interests, where these are

jeopardized.

¢ that Canadian shippers advocate two-way trade
in services, and respect the right of other states
to adopt measures to support the development
of national fleets. Foreign flag shipping is
welcome to compete in all Canadian trades.
Canadian trade does not however accept
the imposition of a foreign shipping
monopoly, either as a consequence of
government edict, or through the perfor-
mance of a shipping cartel.

® that aberrations in the performance of interna-
tional shipping require the adoption of new

- approaches by Canadian industry and govern--
ment in order to better protect and expedi-
tiously represent Canadran trade and port
interests. -

¢ that ‘‘cargo sharing’ has becomc a unfor--
tunate fact of life in today’s shipping
environment. Canada has not-addressed the
need to accomodate this reality; and until it -
does, will ‘be unable to develop working rela-
tionships with countries which-have adopted
such legislative means to support natronal

shipping.

" e that in developmg approaches approprrate to

the performance of today’s shipping market,
Canadian exporters support the obiectives
and tenets of the OECD Code of Liberali-
zation of Current Invisible Operations, -
and the OECD Recommendations on
Shipping.

¢ that the process of consultatron between
Canadian trade interests and government
on trade and shipping matters should be
formalized to facilitate dialogue on issues as .
they arise, and allow expeditious and coordi-
nated response through commercial or govern-
mental channels as circumstances dictate.

* where government to government consultations
are necessary to resolve difficulties encountered
by Canadian interests in foreign trade, negotr—
ators should “have sufficient arrows in their
quivers” and be armed with a mandate
adequate to resolving the issue.

The Exporters Coalition therefore urges
the Minister of International Trade, in
collaboration with the Minister of Transport
and Canadian commerce, to consider for adop-
tion the following recommendations:

e the introduction of an issue related
process of industry-government
consultation on trade and shrpprng
matters.

In this respect all six meetmgs endorsed .
the earlier recommendation of the Task Force
on Deep Sea Shipping which identified the
need for an Advisory Council to government
consisting of representatives from trade, ship-
ping, labour and government, to monitor
developments in international shipping on an
ongoing basis. The Coalition also recommended
that members to the Council be nominated by
the private sector.




.* The increased use of bilateral trade agree-
ments with shipping related articles (as
detailed on page 18) on an as and when
required basis to resolve commercxal
difficulties. o

In this respect, where eompetmve forces
are absent, or where a foreign government has
resisted all efforts of the Canadian government
to introduce competition, and in so doing is
threatening to damage Canadian trading
interests, as a matter of last resort, and to
maintain Canadian access to markets,
consideration be given to cargo sharing
arrangements which would maximize the
-opportunity for Canadian exporters and
importers to gain access to competitive ship-
ping services in such trades.

* In developing procedures to cope with today’s
shipping environment Canada should adopt
the successful model of the pro-active
industry-government air negotiating
process, to ensure the interests of all parties
are represented in bilateral negotiations, where
these are necessary.

e that efforts to exchange information and
improve liaison between shippers organi-
zations at both ends of the trade be
supported, as these are likely to bear divi-
dends by improving market intelligence to the
mutual benefit of both parties, and the
competitive position of Canadian trade interests
in negotiations with shipping conferences.

¢ the introduction of defensive trade legisla-
tion to be used as a last resort where access
to export markets is jeopardized by restrictive
practices.

¢ that Canada’s Export Development Corporation
and the Canadian International Development
Agency initiate a comprehensive study
relating to the shipping of government
funded cargo, and examine the practicalities
of including in overseas bilateral contracts a list
of approved Canadian carriers, thus ensuring
their opportunity to compete for this business.

e that the Department of External Affairs in

. collaboration with industry examine the feasi-
bility of developing an education program
on the critical importance of transporta-
tion to success in export markets.

e That additional resources be allocated to the
Department of External Affairs to ensure,that
an effective channel of communication is
maintained with the trade community
regarding multilateral and bilateral develop-
ments affecting trade and transportation.

The Coalition at its final Conference in -
Ottawa after considerable debate adopted the
following Resolution, which is also passed to
Ministers for their consideration:

‘‘Canadian shippers and ship owners are
concerned that increasing degrees of
protective legislation and their enforce-
ment by developing nations will continue
to reduce the availability of adequate and
economic sea transport between Canada
and those nations to the detriment of
Canadian trade.

We request that Ministers actively support
free access of all shipping companies to Canada’s
seaboard trade. Where trades are restricted
through -foreign legislation, to initiate negotia-
tions, if necessary supported by the introduction
of appropriate defensive legislation, to ensure
free access for all shipping lines, including Cana-
dian shipping lines, to compete for a portion of
these trades.”
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Purpose and Organization

The purpose of the cross-Canada seminars was to
provide a forum for the Canadian trade commu-
nity to jointly assess the effects of anti-
competitive shipping related policies being
implemented by some of Canada’s trading
partners. Having identified the nature of the
problems, participants were to give their views
on the most appropriate course of action for
Canadian industry and government.to follow,
when faced with such difficulties.

The coordinated views of Canada’s tradmg
community would be presented to the Canadian
government for its’ consideration and guidance
in developing a policy response appropriate to
these difficult circumstances.’

In order to elicit responses -along these lines,
the seminars were based on small intensive work-
shop discussion groups of 10-15 individuals. To
help structure discussion in these workshops the
Coalition, together with the Transportation Divi-
sion of the Department of External Affairs,
prepared questionnaires based on real-world
trade and transportation problems which the
trade community had faced in doing business
with several less developed countries (LDC’s).
The questionnaire was designed to highlight the
important consequences of the restrictive prac-
tices being encountered, in order to identify

issues of significance to future policy makers. By .

following the same format in all five seminars it
was possible to collate the conclusions of the
different workshops.

The half-day of workshop discussions was
followed by a seminar plenary session. At this
session workshop moderators reported their
group’s recommendations for discussion and
development of consensus recommendations by
the seminar group as a whole.

The conference in Ottawa June 4t was
designed as a national forum to focus consider-
ation on the trade community’s recommenda-
tions agreed to at the five regional seminars in
Halifax, Montreal, Toronto, Edmonton and
Vancouver. Distinguished speakers from the
United Nations Conference on Trade and
Development (UNCTAD), Geneva, the Organiza-
tion for Economic Cooperation and Development
(OECD), Paris and the Federation of Latin
America Shippers (FELACUTI) ensured that a

broad overview of the history pertaining to the
issues was presented to the audience for their
consideration in discussing prospective solutions
to current problems. In addition to trade or:
‘shipper’ interests represented at the seminars,
representatives of the shipping or ‘carrier’
community were invited to hear the conclusions
of Canada’s trade community regarding these
issues, and participate in discussions at the
Ottawa conference . -




. At the national conference, as at each seminar,
three speakers participated in the opening of the
proceedings, the chairman of the particular
regional or national meeting, and representatives
of the sponsoring bodies. Mr. C.H.J. Hibbeln
(Vice President, Noranda Sales Corporation) in his
capacity as Chairman of the Exporter’s Coalition
on Canadian Maritime Policy, attended all
meetings, welcomed participants, and outlined
the raison d’étre and history of the Coalition.
This had been formed in 1984, and now
comprised Canada’s 17 major trading associa-
tions. The need for such an organisation had
been identified when the then Minister of Trans-
port announced the creation of a national task
force to evaluate the case for a Canadian
merchant marine. Mr. Hibbeln noted the need to
ensure that the views of Canadian trading
interests were understood on this important
issue. While the Task force on Deep Sea Shipping
had concluded that the establishment of a Cana-
dian merchant marine was not in the immediate
interests of Canadian trade, the Coalition had -
continued to monitor shipping related matters as
they affected trade. Mr. Hibbeln outlined the
- concern of the Coalition at the increased inci-
dence of restrictive trade and transport related
practises in certain international trades with less
developed countries (LDC’s). He acknowledged
that in these instances it was important to ensure
an effective Canadian response. The Coalition
had turned to the Minister of International Trade
and the Department of External Affairs for
assistance to organize the seminar series, and was
confident that these meetings would assist in
ensuring that the voice of Canadian exporters
would be heard and better understood when
work was undertaken by government to formu-
late trade and transportation policy appropriate
to today’s unusual operating conditions.
Mr. 1.G. Lochhead (Director, Transportation
-Division, Department of External Affairs),
representing the co-sponsor of the meeting series,
summarized at each opening plenary the back-
ground events leading to the department’s agree-
ment to co-sponsor this cross-Canada discussion.
. Noting his department’s concern for the competi-
-tiveness of Canadians in international trade, Mr.
Lochhead outlined the dramatic changes which

have occurred in the structure and performance
of international shipping, the role of UNCTAD in
assisting the less developed countries in their
quest to develop national fleets, the inception of
cargo sharing policies, the circumstances now
prevailing in a number of trades, and recent
examples of discrimination against Canadian
interests.

Mr. Lochhead concluded that as in the past,
the Department of External Affairs in its advocate
role would continue to work closely with Trans-
port Canada to ensure that the views of Canada’s
trade community, as enunciated at this series of
meetings, are reflected in future policy discus-
sions relating to the delivery of Canadian goods
and products to overseas markets.
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Discussion at the Seminar Series

Pre-registrants attending the Cross-Canada
seminar series were issued with a copy of the
Discussion paper ‘‘Trade versus Transportation
Barriers”. This paper provided a background: to
the discussion in the 15 seminar workshops, and
key excerpts are included in Appendix B for easy
reference.

The questionnaire in Appendxx C was used
-as the basis for discussion in the seminar work-
shops. Where applicable, particular views are
ascribed to the spedific seminars where they
were. registered.

Is there cause for concern?

A resounding affirmative. Participants in
workshops across the country identified many
additional examples of restrictive practices to
those outlined in the background paper and
questionnaire. Many- cited instances of lost sales
or curtailed profits arising from their loss of
control of transportation costs. This corroborated
the results of a recent study ‘‘Canada’s Export
Trade and Transportation to the Less-
developed Countries’’ prepared for the Depart-
ment of External Affairs by E.M. Ludwick &
Associates Inc. to the effect that 43 % of the
Canadian exporters surveyed reported shipping
related problems in Canada-LDC trades. Several
participants whose sales are directed to multina- .
tional enterprises noted that their customers’
buying decisions are usually based on landed
price, of which transportation costs are the domi-
nant component after original production costs.
The fact that governments at the other end of
the trade, through their control of shipping,

were effectively determining the competitiveness -

of Canadian products, was cited as a primary
problem by seminar participants concerned with
the viability of Canadian export trade
.(Vancouver)

Seminar participants (Halifax) advocated a
more pro-active Canadian policy, and cited as an
example Japanese government policy which
ensures Japanese control of the shipping compo-

‘nent in Japan’s trade, though not necessarily
through the flag of the ship. In the opinion of
seminar participants, Canada should seek similar
policy mechanisms to provide ensured access to

10

reliable and competitively priced shipping
services. Like the Japanese, Canadian exporters
and importers are not concerned with the flag

-flying from the stern of the ship carrying their

product, but rather the quality and price of the
service.

In discussions Montreal seminar part1c1pants
pointed out that tariffs in the Canada-South :
American trades are in many instances de facto
controlled by South American authorities. It was
suggested that Canada’s traditional aversion to
intervention in maritime shipping places Cana-
dian shippers at a competitive disadvantage vis-a-

. vis competitors, whose governments actively

intervene to ensure their exporters are able to
obtain shipping at favourable rates. While
Europe, for example, is a major:competitor to
Canada in trade with South America, seminar
participants noted the irony that in many cases
the cheapest and most efficient option for Cana-
dian exporters is to ship to Latin America via:
Europe. Direct Canada-Latin America service-
frequently costs double the tariff to ship via
Europe, despite the need to transship cargo.
Thus, Canadian exporters are at an obvious
disadvantage in competing with European.
suppliers with access to competitively priced
direct service from Europe to South American
destinations. Montreal seminar participants
emphasized that, on the basis of these compara-
tive tariff advantages, it was clear that European
governments were obviously capable of
negotiating better shipping arrangements than
Canada with Latin American national shipping
lines. This suggested that pro-active .
intervention by the Canadian government was
required in support of Canadian exporters in
these trades.

The fact that consignees abroad are
stipulating the port of exit to be used by Cana-
dian exporters was cited as a particular problem
by representatives of port authorities from °
Toronto, Oshawa, Montreal and Quebec City.
75 % of Canadian exports to India, for instance,
are exported via New Orleans, and some Cana-

.«dian cargoes destined to Colombia must be

exported through the Port of New York. Port of
Toronto authorities quoted an example of cargo
to Venezuela which they were not allowed to




load on an FRG flagged vessel available at
Toronto harbour. Montreal authorities cited the
loss of a 10,000 ton shipment to another South
American destination, which was lost to the Port
of Montreal as a result of 1ntervent10n by the
foreign national line. v

__ Timely delivery was identified as an area
of general dissatisfaction for Canadian shippers in
Canada-LDC trades, where LDC governments
enforce cargo reservation laws and regulations .
stipulating the use of national shipping lines. In
this regard, Indian national flag requirements -
were cited as particularly onerous, and the
service was described as poor, while delivery of
grain cargoes to Africa have been unsatisfactory
as a result of similar national cargo reservation
requirements (Edmonton). -

Vancouver seminar participants noted the
current dedication of most LDC governments to
policies favouring national fleet development,
and their frequent adoption of cargo sharing
policies. While it was encouraging to note for
example the recent modification of Brazilian ship-
ping policy to accommodate the interests of
Brazilian trade, the general consensus of
participants was that it is unlikely that the
Brazilian example augured a reversal to the
general-trend. Recent experience with Korean
imports, and the inflexibility of the Korean
authorities, seemed to confirm this. (Montreal)

At all of the seminar workshops the terms of
the United Nations Code of Conduct for
Liner Conferences were described and
discussed, and participants reluctantly
acknowledged that the principle of cargo sharing
was now legitimised in international legislation.
This and the reality that national shipping legisla-
tion and regulations for many LDC’s mirrored
this new international standard, reinforced the
views of seminar participants that modification to
Canadian process is now required to cope with
- these new conditions, and the growing number
of restrictions being encountered in international
shipping. “While we might decry the erosion of
competition, Canadians should address any
measure which would affect Canadian trade
interests “‘bead-on’’, and arm those responsible
Jor upholding these interests with a mandate
sufficient to the task.’ (Halifax)

Need for new flexible Canadian policy
There was a general view that government’s
present policy of -non-intervention is not in
Canada’s trade interest, and leaves the way open :
to increased difficulties in many trades, and .
subsequently the loss of export markets. Semmar
participants cited the need for a strong .
government-industry policy response mecha-
nism capable of effectively defending and
promoting Canadian trade interests. Some
participants advocated adoption of Canadian. .
policy which would allow officials to respond - -
effectively and quickly to “‘facilitate’” shipping
with LDC ““‘partners”, rather than adopt ““restric--
tive”’ Canadian countermeasures. R
All agreed that Canada should adopt policy
measures which would be sufficiently *“flexible’”
to deal with a wide variety of circumstances,
thus it would be important to arm Canadian
representatives in bilateral discussions with a
negotiating mandate adequate to the task of
safeguarding Canada’s trade interests.

Does ‘“‘free competition’’ still exist?

Seminar participants across the country were
universally cynical regarding the possibility of
free competition in today’s ocean trades.
However, participants did agree that in certain’
trades there still exists some latitude for shippers
to choose among lines, levels of service and
rates. The consensus among participants was that
“free competition” in ‘““a pure sense’” was seldom
attainable, recognizing that all trades are subject
to some control either by governments or
conferences. (Vancouver)

The attitude of seminar participants to the
current competitive environment in shipping
services was summed up best by one shipper in
Montreal whose cryptic assessment was that free
competition was possible, “If, and only if, you
accept the existence of conferences as free
competition”. Similarly, the consensus in other
semmars was that any definition of ‘‘free compe-
tition” had to be clearly qualified to
acknowledge the rate and service setting powers
of the conferences, and the control that national
governments exert over ocean trades. The
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Halifax seminar emphasized this point when
seminar participants concluded that, “‘free compe-
tition is not possible with the LDC’s as long as
they maintain their present policies toward fleet
development and dedzcatzon to cargo reservatzon
practzces : :

Foreign Shlpping Monopohes

Participants were not willing to accept the
concept that foreign legislation could dictate the
terms of trade by creating shipping monopolies
in Canadian trades. Vancouver participants
stressed that, ‘‘In every possible instance Canada
should fight a shipping monopoly created by
foreign law.” This situation was found to be not
only unacceptable in principle, but also in its’ -
practical affects, namely the likely erosion-of
Canadian competitiveness in markets abroad. The
vital importance of trade to Canada’s economy
dictated that the Canadian government should, in
- consultation with industry, take whatever steps
are necessary to ensure that Canadian shippers
are assured access to adequate and competitive
maritime transport services. The choice of
possible policies to achieve this, and how these
might best be implemented was the subject of
extensive debate, where participants considered a
range of possible approaches, each:seeking a

solution which would maintain competition or at

least partial competition in shipping.
Comparative Policy Approaches

All of the following circumstances are encoun-
tered in today’s maritime operations, and are not
mutually exclusive, however workshop discus-
sions resulted in these being listed in a progres-
sive order of acceptability to exporters and
importers interests:

® unrestricted competition :

¢ reservation of certain cargoes to national fleets

® conference monopoly '

¢ reservation of a fixed percentage of cargo to
‘national fleets (i.e. U.N. Liner Code
formula — 40-40-20)

® equitable participation in trade (1 e. 50- 50
division)

®* 100 % cargo reservation

12

From ‘‘unrestricted competition’ to ‘‘cargo
reservation’ — bridging the gap!

Semmar partxcxpants unammously agreed that the
“ideal’” preferred by all shippers was “‘unres- -
tricted competition’’ in maritime transport..
However, they conceded that while ““unrestricted
competition’” was the unanimous shippers’
choice, this is too frequently not a realistic alter-
native in today’s international shipping environ-
ment. (Edmonton) With the reality that - -
unrestricted competition is seldom attainable,
shippers addressed the sensitive issue of cargo
reservation, where many countries, encouraged
by UNCTAD, have adopted such policies as a-
means to ensure the participation of their national
shipping lines in national trades. This philosophy
is presently reflected in the terms of the UN
Code of Conduct for Liner Conferences which
introduced, inter alia, the concept of cargo
sharing, preserving certain rights to exporting,
importing and *‘third flag’ States.

Participants generally accepted. the 1nherent
right of states to exercise their independant
sovereignty, and to adopt national policies
reflecting their own sense of priorities. It was
noted however that the practice in certain coun-
tries went beyond generally accepted norms and
extended to 100 % cargo reservation practices.
This was unanimously opposed by all present at
the seminars who stressed that in such instances
“the Canadian government must use all possible
legislative, -economic and political leverage and
resources to respond and to protect Canada-s
trade interests.”

Discussion focussed on finding a middle
ground which, in cases where a state had
adopted cargo sharing practices, would bridge
the practical and philosophical gap which must
exist in its bilateral trade relationship with a state
such as Canada which remains dedicated to the

‘principle of competition. There was considerable

concern voiced by a number of Montreal
shippers at the prospect of ‘“‘stepping onto the
slippery slope’ of cargo sharing in any form,
however extensive review of today’s circum-
stances convinced all but one workshop that to
ensure Canadian access to certain markets it may,
as a last resort, be necessary to ‘“‘take tea with




the devil”’, (Toronto), and accept the reality that
certain states insist that their national merchant
marine participate in their national trades.

Having registered their unanimous opposi-
tion to the concept of 100% cargo reservation,
subsequent discussion centered on how to
achieve maximum competition in circumstances
where the other state insists on its equitable
share of cargoes.

One workshop (Edmonton) accepted the
concept of an equitable (i.e. 50-50 %) division of
cargo between the vessels of an LDC and those
of Canadian registry, however the majority
favoured and took cognizance of the
’Brussels’ interpretation of the UN Code of
Conduct for Liner Conferences which
achieves competitive conditions for 60% of all
cargoes covered in a bilateral trade between an
OECD signatory and an LDC. Participants
stressed that their qualified support for these
approaches recognized the fact that in LDC
trades even partial competition was better than
none at all, and that they supported such
approaches only, “‘where absolutely necessary to
maintain or enhance Canadian Trade and after
Sfull consultation with the industries concerned.’’
(Montreal)

Those who accepted the need to consider
the proposition of cargo sharing emphasized
that this should be regarded as acceptable only in
situations where it was absolutely necessary to
~maintain Canada’s access to trade. This ““less than
ideal” solution to exceptional cases was not
regarded by some as sufficient reason for Canada
to ratify the UN Code of Conduct for Liner
Conferences, but for the moment was seen rather
as a defensive solution to be selectively utilised
and applied to resolve bilateral impasse.
(Toronto)

The proposition that Canada adopt the UN
-Liner Code was given careful and thorough
consideration in each of the five cross-Canada
" seminars, and generated a wide range of
thoughtful comment by participants. The
cautious endorsement of the Code was best
summed up by one of the workshop chairman as
“the Code if necessary, but not necessarily the
Code’’. (Vancouver)

The Halifax seminar enlarged upon this
theme and gave another variant in its

conclusions: “‘acceptance of the UN Liner Code
may be justified from the Canadian shippers’
point of view, if acceptance increases open
competition in trades, and with the proviso that
Canada would only apply the cargo sharing
provisions of the Code with respect to those
countries which impose the same on Canada’.
The seminar in Edmonton concluded in the
following terms:

“So long as the Canadian portion of the

trade can be negotiated as open and avail-

able to free competition, including national
designated lines, the adoption of the cargo
sharing provisions of the UN Liner Code
would be justified, with the Brussels

Package provisions protecting intra-OECD

trade’’.

A number of governments reserve certain
cargoes to their national fleets on grounds - .
relating to national security or support to their
merchant marine. Discussion of this subject was
from the perspective of a Canadian exporter or
importer forced to use the designated shipping.
line of the trading partner. Most participants
concluded that this practice was legitimate in
cases where government was directly involved in
the disposition of the cargoes, for example with
respect to aid shipments, or military cargoes. In
the workshops there was reluctant acceptance of
this form of cargo reservation only in instances
where it was ‘““‘the only possible option and abso-
lutely required in order to do business’’. (Halifax)
Nevertheless participants had less difficulty
accepting this practice than the implementation
of more general untied cargo reservation
schemes. -

Discussion of situations where conference
monopoly was encountered generated strong
negative comment in all workshops. There was
nevertheless widespread acceptance of the reality
of shipping conferences. In discussing the subject
of trades where a conference monopoly exists, it
became clear that Canadian exporters and
importers regard such situations as no more
acceptable than instances where the imposition
of a national fleet also creates a monopoly.
(Vancouver) Most acknowledged however that
conference service is usually more reliable, and
the lesser of two evils, when compared to the
reliability and service of many ‘‘national fleets”.
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Most also accepted that conferences remained a
fact of today’s environment, and that this situa-
tion could improve only gradually with the
evolut1on of mternatlonal shipping serv1ces

Improving mdustry-government halson
and response - :

All seminars identiﬁed an urgent requirement to
establish a formal channel for Canadian trade
interests to use when,restrictive shipping related
" practices are encountered. Many shippers
expressed a feeling of helplessness in their
inability to dialogue in a meaningful way with
government run shipping lines, or indeed the
officials of other governments responsible for the
administration of shipping policy. Some noted a
- similar feeling of frustration in attempts to
communicate with foreign based shipping
conferences. (Toronto) Most exporters accepted
the reality of increased -government intervention
in international shipping today, thus ,
acknowledging the need for government-
government contract to facilitate trade and
resolve problems when necessary. Some noted
that it was difficult to identify who to communi-
cate with in the government of Canada when
‘disputes involving international distribution are
" encountered, and stressed the need for timely
access to senior decision-making levels in govern-
ment when problems arise (Montreal). This
“matter was given further review and a consensus
recorded to the effect that day-to-day:
complaints arising from the-trade commu-
nity should be registered by forwarding
these to the International Trade Branch of
the Department of External Affairs. In
seeking a solution, that department would be
expected to liaise, for example, on shipping
" related matters, through- existing inter-
departmental channels with Transport Canada
and the new National Transportation Agency.

Several workshops noted that the need for
‘mechanisms to react in the event of foreign inter-
vention in shipping markets had been a recom-
mendation of the Task Force on Deep- Sea
Shipping tabled in 'April 1985.

Seminar participants universally supported
this recommendation and its corollary to the
effect that, given changes in the structure and
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behaviour of international shipping, modifications
to.current Canadian policy would be required.:
Such changes as appropriate should be the
subject of review by industry and government,
and all workshops concluded that paramount
importance should be attached to estab-
lishing an industry-government advisory
board for this purpose. The Montreal seminar
concluded that the Board should comprise only
trade interests. The chairman of that seminar,
however, in his concluding statement at the
National Conference, noted that in the light of
these latter discussions he was prepared to
concede the need for carrier participation.

It was thought that the multifaceted nature
of trade and shipping would require diverse
representation from affected industries on the
Advisory Board. One workshop (Vancouver)-
specifically recommended that nominations to
the Board should be from the industry
concerned, and that appointments should be-
based on individual knowledge and performance,
rather than political persuasion. The Vancouver
chairman endorsed Recommendation IV of the
Task Force Report in his summary, and-in

“describing the purpose of the proposed Board,

quoted from page 57 of that report: o
“Canada should strengthen its capacity to
respond quickly and efficiently to any
threats and impediments to trade, manifest
in protectionist shipping policies and prac-
tices. Such responses by Canada often need

"to be on a case-by-case basis where time is
of the essence. The various Ministers baving
a direct interest in these questions need to
develop an ability to respond with a
concerted approach in a very short time
period which in some cases could be a
matter of days or in extreme situatiosns,
bours.”’

The case for pragrhétic flexibility — the art
of the possible

Seminar participants examined in detail several
alternative policy approaches Canada might
utilize when restrictive shipping practices are
imposed by another country and are detrimental
to Canadian trade. These alternative approaches
included:




a) Continuation of current Canadian
practices -

b) Commercial solutions that may or may
not require governmental support

¢) Government-to-Government consultations

.~ to find solutions

:.d). Formal negotiations designed to produce a

_treaty or agreement

e) Defensive trade and shipping policies
supported by defensive legislation

f) Some combination of the above

In recogmtlon of important differences in
trading terms and conditions, and the wide array
of restrictive practises encountered in some
trades, participants concluded that alternative (f)-
a combination of all policy approaches enumer-
ated, 'was the most practical Canadian choice.

All noted their preference for commercial
solutions if effective, i.e. (b), however those who
had previously experienced problems involving
LDC shipping regulations were of the view that
commercial solutions in these instances were
simply not adequate to resolve the problems
encountered.

The Toronto seminar emphasmed that while
commercial solutions should be the first
recourse, government should have an array of
comparable countermeasures available to effec-
tively defend Canada’s tradg interests. =

There was general support for a policy
response which would emphasize ““flexibility”
and “‘pragmatism’, and which could be “tailored
to suit individual situations’. Although initially
opinions were sharply divided, seminar
participants, after extensive discussion reluctantly
agreed that defensive trade legislation (not
defensive shipping legislation) is fundamental to
putting muscle into Canada’s negotiating posi-
tion, should this be required.

The utility of defensive legislation was seen
to be for its “implied threat of retaliation’ and
“to provide clout in negotiation”, and not for its
actual use in initiating retaliatory measures.
(Halifax)

All present agreed that active retaliation
should be reserved for situations where all other
feasible alternatives had been used to no avail,
and then only in instances where Canada’s
national economic interest is clearly at stake.

Participants noted that it would be necessary
to have such legislation in place as a foundation
for an effective policy response. Related process
should include a formal mechanism or channel
for industry-government consultation and

_complaint hearings. (Vancouver)

- Two participants thought that the “down-
side’” of defensive legislation is that it may tie
government and industry’s hands, and bind
government to a predetermined course of action
if faced with a particular situation. This was
viewed as not necessarily being in the broad
public interest. The general feeling was that the
subject requires careful study by government and
the private sector, particularly with respect to
devoloping a clearer definition of what
constitutes cause for triggering countermeasures.
The importance of prior government-industry
consultation was emphasized in several
workshops.

An improved role for Trade Associations

In the course of the seminar series it was
suggested on several occasions that Canadian
trade interests might benefit from improved
liaison between industry associations, particularly
to discuss the impact on Canadian trade of
foreign shipping regulations, and possible means
to resolve such situations. Some believed that a
group such as the-Exporters Coalition on
Canadian Maritime Policy might be required
to ensure an effective lobby in related discus-
sions in Ottawa. A majority favoured activating
committee discussion of these matters within
existing industry associations such as the Cana-
dian Exporters Association, or Canadian
Shippers Council.

Criteria for future policy

A lot of time was spent in the workshops iden-
tifying and discussing the factors which, in the
view of those present, should be considered
when deciding an appropriate response to situa-
tions where Canada’s trade interests are being
threatened by the implementation of foreign
shipping policy. At the same session participants
sought the most appropriate means to ensure
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adequate private sector consultation including
Canadian carrier interests, in the process of
developing a policy response.

There was general agreement that to be
effective, Canadian reaction should be:

a) timely;
b) achievable in terms of ob;ectlves
¢) flexible;

i.e. each situation should be assessed and veri-
fied to ensure that a Canadian position is
based on the specific circumstances of the
case.. .

Canada’s response in these circumstances
should be developed only after consideration of:

d) Canadas multilateral treaty obligations;

e) Canada’s overall bilateral relationship
with the country in question;

- f) Canada’s trade interests;

g) Canada’s carrier interests

As trade has such preponderant importance
for the Canadian economy, participants empha- .
sized that trade concerns should be weighed
more heavily in deciding upon a particular course
of action. Many believed in this regard that"
bilateral or multilateral commitments should be
considered secondary to the central theme of
* support to Canada’s trade concerns, however the
fundamental role of treaties in international
relations was discussed, and subsequently
acknowledged as obtaining universal precedence.

A process for government action

When restrictive national shipping policies are
encountered it was generally agreed that an
assessment of the relative seriousness of the issue
should be initiated by both commercial parties
involved and government. The manner and
timing of any Canadian government intervention
should be decided on the basis of these assess-
ments. The general conclusion was that the
permanent industry-government Advisory Council
should be used to assist and coordinate the
assessment process, and where feasible, to advise
on an appropriate course of action.
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In such cases a progressive and, in terms
of seriousness, escalating series of govern-
ment actions would be initiated. There was
widespread approval of this concept of gradu-
alism, with intervention commencing through
embassy representations in support of Canada’s
interest. Should early interventions prove unsuc-
cessful, normal diplomatic process would take
effect, with the documentation of the complaint
and an exchange of diplomatic notes. This
correspondence could be used, for example, to
formally request bilateral trade consultations.

Ambassadorial or Ministerial interventions
would be used as warranted by the seriousness
of the situation.

Seminar participants noted that these diplo-
matic -processes are already at the disposal of
government, and recommended that they be
more actively applied in support of Canadian
interests, and coordinated closely with attempts
at commercial conciliation. (Edmonton). The
representative of External Affairs in his response
registered that these mechanisms are indeed in
regular use, and had been largely effective in
resolving a growing number of problems iri' :
recent years.

It was thought by some that addmonal
means should be developed by government and
industry to give early warning of problems
encountered, or likely to be in the making, and
that embassies in countries where difficulties
were being encountered, should be alerted to
monitor these developments closely and channel
information to Ottawa and industry. The External
representative noted that this was indeed present
practice, however communication is for the most
part currently restricted to the company or

companies directly concerned.

Enhancing communication

Participants then considered additional fora
which might be used for bilateral discussion
aimed at resolving shipping related problems
encountered by exporters, importers or Canadlan
carriers.

This discussion provoked lively debate as the
workshops considered which option might
generate a solution which would be in Canada’s




- trade interest.- The options discussed are listed
below in the final order of priority of exporters
and importers:

1. Bilateral meetings or enhanced
- communication between shippers at

both ends of the trade

2. Government-to-government trade
discussions

3. Government-to-government shipping
discussions

4. Bilateral meetings of commercial
shipping interests

Seminar participants unanimously favoured
“Bilateral meetings of shippers” as a preferred
first choice to resolve disputes. In cases where
commercial discussions proved to be unsuc-
cessful in resolving a dispute, and when in the
judgment of the industry concerned, government
intervention is warranted, ‘‘Government-to-
Government trade discussions’’ was the
participants’ preferred mechanism for Canadian
government intervention in support of a satisfac-
tory commercial solution.

The following statement at the Montreal
seminar reflected a surprisingly bitter appraisal by
shippers of the motives and aspirations of most
carriers or shipping conferences:

“Government-to-Government trade discus-
sions are preferred (when commercial solu-
tions fail) and offer the best possibility of
achieving a workable solution. Bilateral
meetings of commercial shipping interests
and government-to-government shipping
discussions are unlikely to be directly
responsive to exporter — importer
interests’.

Despite the foregoing, a majority attending the
‘conference acknowledged that, when faced with
restrictive trade policies, it was unquestionably in
Canada’s best interest to improve dialogue and
coordinate action between all interested
parties in Canada — including shippers,
carriers and government.
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Trade and Shipping Agreements

From the outset there was considerable ;
controversy among seminar participants as to

the value of bilateral trade agreements with
appropriate shipping related clauses as an effec-
tive means to ensure Canadian exporter’s and
importer’s access to competitive shipping
services in Canada-LDC trades. There was also
extensive discussion of what should be addressed
in the contents of such agreements. It was noted
that Canada’s OECD partners presently have over
90 ‘shipping’ or ‘trade’ agreements with shipping
clauses in place, with both developed and LDC
countries. ' '

After discussion of the question, participants
in all five seminars expressed qualified support
for the “‘selective’ use of bilateral trade/shipping
agreements to ensure access to competitive ship-
ping services in LDC markets where restrictive
shipping policies are enforced. They agreed that
bilateral agreements could provide a solid
foundation of agreed principles which
would increase commercial confidence and
stimulate bilateral trade development. Such
agreements would also provide the Canadian
government with “legal clout and leverage’” in
negotiations when specific commercial problems
arise. :

Participants stressed however that the Cana-
dian government should be “selective’’ in the use
of bilateral agreements, resorting to such arrange-
ments only “wbere necessary to facilitate Cana-
dian trade’”, and after full consultation with
Canadian exporters and importers. Some
participants suggested that, rather than “actively
Dbursuing” umbrella trade agreements with ship-
ping clauses, the Government should only “‘react
in instances when the otbher country proposes
such agreements’. A general view emerged from
workshop discussions that two criteria should be
used to determine if a bilateral trade/shipping
agreement is appropriate, namely, where the
prospective pariner is receptive to an arrange-
ment of this nature, and secondly whether Cana-
dian industry and government believe that
“Canada’s bilateral trade with the country
concerned would be enbanced’ as a
consequence.
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Discussions on the contents of such agree-
ments gave general support for all but the last
element or article in the following list of
prospective articles. Here it was emphasized that
an article on cargo reservation should be
regarded as a measure of last resort by
Canadian negotiators, working in close
concert with industry in the pattern of the
air agreement negotiating process: ‘

e provisions for most favoured natlon (MFN)
treatment;

® clauses ensuring non-dxscrlmmatory treatment;

® reciprocal terms of treatment for commercial
interests under national law;

e agreed terms for the accreditation or designa-
tion of national carriers, if necessary;

e provisions for regular consultations between
national shipper groups;

® provisions to govern bilateral shipper — carrier
relations;

® agreed terms on the process for the resolution
of freight rate issues;

* provisions on cargo access/cargo reserva-
tion — only where absolutely necessary to
ensure to the maximum extent feasible,
competition in shipping services essent1al
to Canadian trade interests.
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- Mr. D.J. Wallace, Director of Transportation,

. Consolidated Bathurst Incorporated, chaired the
national conference in Ottawa. He extended a
particular welcome to overseas participants who
were to address the gathering, and commented
that the impressive turnout confirmed the views
of the Exporters Coalition that trade with the
developing world was a subject of major interest
and concern to Canadian industry.

~ Outlining the agenda for the day’s
proceedings (Appendix D) Mr. Wallace high-
lighted the opportunity to learn the important
conclusions of the five seminars held in major
cities across Canada. He reiterated that the
purpose of the seminar series had been to
provide a forum for the many facets of Canada’s
trade.community to get together to discuss and
develop their own recommendations on new
policy initiatives which were seen to be neces-
sary to better respond to circumstances
prevailing in certain trades. He expressed the
hope that the positions adopted would be
presented to the Minister for International Trade
and the Minister of Transport for their
consideration, and positive policy action.

‘ Mr. Wallace characterized the challenge of
the conference as being to construct a policy
bridge which would allow the continued
development of Canadian trade by guaranteeing
access to competitive shipping, while
acknowledging that many of our trading partners
have adopted national priorities and policies in
shipping which may run counter to Canada’s
dedication to competitive principles.

The need for Canadians to better understand
the objectives and motivations of others was
seen by Mr. Wallace as a necessary first step in
seeking a mutually acceptable solution to current
trade and shipping problems. This would allow
the consequent expansion of commerce, which
would be of benefit to all parties. -

) A primary objective of the June 4, 1987
Conference ‘‘Canada’s Trade Community Speaks

up — our solutions to transportation problems

with the developing world” was to present the

conclusions of the five regional seminars to a

broad cross-section of senior Canadian officials

representing trade, shipping and government
interests. A spokesman had been nominated by

exporters and importers to represent the views
expressed at the seminars in Halifax, Montreal,
Toronto, Edmonton and Vancouver, and to
present the conclusions arrived at in the work-
shop discussions. '

To facilitate the presentation, and to avoid
duplication, the seminar summaries were struc-
tured to address five broad thematic questions of
fundamental importance to the community of
Canadian exporters and importers when faced
with restrictive trade practices associated with
shipping.

These questions were:

1. Have you (the exporter-importer) been
affected by any shipping or cargo restric-
tions or have sales been lost or profits
curtailed?

2. Is the present situation manageable or is it
damaging Canadian trade and interna-
tional relations? Should we be more
active in protecting our trade?

3. In addressing these questions can we
improve the interface between Canadian
industry — and government and the
present process of Canadian response?

4. To what degree should we emulate other
countries in our response to this
situation?

5. How far is industry prepared to go to
ensure two-way trade is not impeded?
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Presentation of Seminar Conclusions
and Recommendations

After opening remarks by Mr. C.H.J. Hibbeln and
Mr. 1.G. Lochhead, the conference chairman
introduced Mr. G.E. Bennett, Vice-President,
Transportation, Council of Forest Industries of
British Columbia (COFI) who presented the
consensus response to the first basic question of
the seminar series: Have you (the exporter-
importer) been affected by any shipping of
cargo-restrictions or have sales been
affected by any shipping or cargo restric-
tions. or have sales been lost or profits.
curtailed?

Conclusions

¢ Seminar participants across Canada were in
unanimous agreement that shipping and/or
cargo restrictions have very definitely
adversely affected the ability of the Cana-
dian trade community to compete in less-
developed country (LDC) markets where
such restrictive anti-competitive national ship-
ping policies — are encountered. It was noted
however that though industry is able to define
the nature of problems, and cite examples of
situations in which sales and profits had been
lost as a result of restrictive trade practices
related to shipping, it was very difficult to
quantify the total value of lost sales. Likewise, -
in cases where bids for contracts had been
unsuccessful, it was difficult to attribute the
loss with-absolute certainty to the shipping
problem.

Discussing the buying practices of multi-
nationals, all participants agreed that after labour
and material production costs, the most impor-
tant component of landed price is transportation
and distribution cost. As multinational procure-
ment is usually based on landed price, the critical
significance of transportation to the competitive
position of Canadian €Xporters overseas was
stressed by all present. Transportation costs
are particularly crucial to the successful
export of many of Canada’s high
volume/wieght resource products where
transport makes up a major proportion of
landed costs (up to 50 % of landed price in
some €ases).
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e In discussing the many instances cited of lost
sales or curtailed profits arising from loss of:
control of transport costs,-‘‘diminished

" competition’’ was identified as a key problem.
It was generally agreed that this problem arose
from two sources a) the national fleet aspira--.
tions of the developing world, as expressed in
restrictive shipping and cargo reservation prac-
tises and b) the growth and dominance of -
super-conferences in rate settmg and levels of
service.

¢ In the case of our trade with many LDC coun-
tries which pursue restrictive shipping and
cargo reservation policies, many participants -
emphasized that it is the government at the -
other end of the trade which, through its
control of shipping, now decided whether
or not Canadian products w1ll be
competitive. . :

¢ It was agreed that as result of restrictive
national shipping policies adopted by South
American countries, Canadian based shipping
has been forced to accept South American
tariffs controlled by South American govern-
ments, and consequently Canadian shipping
companies have little flexibility to
negotiate rates to suit the Competltlve needs
of Canadian shippers.

® Seminar participants pointed out that Canadlan
exporters face a clear disadvantage in
doing business in Latin and South America
in comparison to their European compe- -
titors. Several speakers noted the irony that, in
many cases, the cheapest and most efficient
option for Canadian exporters shipping to
South America is via Europe. Tariffs for direct
service from Canada to South America is often
double the tariff to ship from Canada to
Europe, then to tranship from Europe to South
America! Seminar participants concluded that
for those products where Canada competes
with European exporters, these additional trans-
portation costs (which result in large part from
restrictive South American national shipping
policies) constitute effective barriers to trade,
and deny Canadian exporters an opportunity to
compete on an equal footing with European
suppliers in these markets.: :




Mr.-C:S. Dickson, General Manager, Atlantic
Provinces Transportation Commission (APTC)
addressed the quesuon

How far are Canadian exporters and
importers prepared to go to ensure two-
way trade is not impeded?

Conclusions

® Participants in all the seminars across the
country were most concerned to ensure that
Canada’s competitiveness not be dulled or
blunted by the unilateral actions of govern-
ments of our trading partners in the réalm of
shipping.

® As Canadian exporters and importers, seminar

- participants concluded that such unilateral
intervention is unacceptable, and should
not be ignored by the Canadian government.

¢ Exporters expect active intervention by
the Canadian government to ensure that
Canadian trade competitiveness is enhanced
and improved. .
® Seminar participants emphasmed that the crit-

~ical importance of exports to the Canadian
economy dictates that the government’s
priority will be to protect and enhance the
ability of exporters to compete. Participants
believed it essential therefore, that there be
full consultation with industry preceding
any such intervention, following which,
government would be in a stronger position to
approach our trading partners with a broad
range of commercially sound options and the
flexibility to deal effectively with particular
situations.

¢ Participants in the seminar series acknowledged
that traditionally Canada has followed a non-
interventionist policy in relation to interna-
tional shipping, but agreed that this policy
should be re-examined in light of the
increasing number of foreign governments
which are implementing national flag fleet poli-
cies, restricting or inhibiting competition.

¢ All agreed that under no circumstances should
Canada accept the unilateral action of such
governments which create a monopolistic situa-
tion in our trades.

-Mr. David Gillilan, Corporate Traffic .
Manager Erco Canada, summarised semmar
views on the question:

H
To what degree should we emulate other
countries in our response to this situation?

Conclusions

* Opinions among seminar participants varied
widely concerning to what extent and under
precisely what circumstances the Canadian
Government could usefully adopt policies
similar to those some other nations have
chosen in the face of shipping restrictions
detrimental to trade.

® Policies discussed at the seminars included the
U.S. Federal Maritime' Commission (FMC),
which has extensive powers to impose punitive
or corrective measures in response to harmful
actions by foreign shipping lines, and the U.K.
Merchant Marine Act, which empowers govern-
ment to intervene if British shipping or trade .
interests suffer from the implementation of
discriminatory shipping practices. While these
were regarded as possible models for “a made
in Canada policy”, there was a strong view
that Canada should not implement such puni-
tive measures unless all other possible options
had been totally exhausted, and the issue was
judged to be of national importance.

* While seminar participants were reluctant to
endorse full implementation.of punitive
measures along the U.S. and U.K. lines, except
in the most extreme circumstances, they agreed
that together with joint action with OECD
partners, having trade and shipping coun-
termeasures available in legislation would
be a valuable defence, and useful in advancing
Canadian interests — particularly in negotiations
with countries which impose restrictive ship-
ping policies through national legislation.

® Accordingly, seminar participants expressed
qualified support for the enactment of defen-
sive trade and shipping legislation to
provide “‘teeth” in support of Canadian trade
interests. This was agreed with the proviso that
actual implementation be restricted to extreme
situations where vital Canadian economic
interests are threatened, and only after full
prior consultation with industry.
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¢ After extensive discussion, seminar participants
expressed qualified support for the negotia-
tion of bilateral agreements to facilitate
trade, mcludmg shipping and cargo reser-
vation clauses, where. these:: are absolutely
necessary. Support was quahﬁed insofar.as a
majority felt that bilateral agreements, while .
they appeared to be successful in aviation
matters, should be used to facilitate shipping
only where it was clear that it would take a
documented agreement to achieve stablllty in
trade and shipping relatlons '

Mr. John Anderson, Trafﬁc Manager —
Newsprint Division, James MacLaren Industries
presented the conclusions of the seminar series
in response to the question:

Can we improve the interface between
- Canadian industry and government and
-the present process of Canadian
_response in addressing trade problems
related to shipping? :

Conclusions

¢ There was unanimous agreement that
industry-government consultation on
matters relating to the interface of trade and
maritime transport could and should be
improved. This was regarded as being an
essential prerequisite to maintaining Canada’s
competitive position in international trade.

® As an urgent priority, seminar participants
expressed unanimous support for the early
implementation of Recommendation 4 of the
Task Force on Deep-Sea Shipping which
suggests government create an advisory
board or council consnstmg of representatives
from industry, labour and government to
monitor the international shipping environment
on an ongoing basis.

® As an immediate measure, seminar participants
agreed that existing mechanisms for
consultation through industry associations
and, in particular, the Canadian Exporters’
Association (CEA) and Canadian Shippers’
Council should be enhanced.

¢ Seminar participants noted that some industry
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associations have not given sufficient attention

to the importance of access to efficient,
price competitive transportation services
as a factor in maintaining Canadian exporters’
competitiveness in international trade-
particularly with the LDC’s.
The need for less ad-hocery and more formal
industry-government consultation was empha-
sized as a priority by seminar participants. They
also urged government to identify a formal
channel for reporting instances of restric-
tive shipping practices affecting Canadian
trade. It was the consensus recommendation
of seminar participants that this formal channel
be established through the Department of
External Affairs, International Trade Branch.
"Mr. Joe Howard, President, Alberta Inter-

model Services Limited, summarized the response
of the seminar series to the question:

TR il T Y, R

Is the present situation manageable or
is it damaging Canadian trade and inter-
national relations? Should we be more
active in protecting our trade?

"~ Conclusions

Seminar participants unanimously favoured
commercial solutions as ‘‘the first choice
of industry’’ as a means to manage and
resolve maritime transportation problems which
inhibit Canadian trade.

In the opinion of seminar partxmpants the ques-
tion of whether a given transportation problem
adversely affecting trade is manageable must be
decided on a case by case basis. The first
judge of whether the situation is manageable
on solely commercial terms, or requires
government intervention, must.be the Canadian
industry which is directly affected.

However, seminar participants recognized that
when satisfactory solutions are not attainable
by purely commercial means, particularly when
the problem results from the intervention of
governments of our trading partners, there is a
clear requirement for a more active role for
the Canadian government in support of
Canada’s vital trade interests.




® To enable the Canadian government to effec-
tively respond in those instances in which -
Canadian trade is threatened by anti-
competitive, restrictive national shipping poli-
cies, seminar participants advocated a flexible
approach. It would be important to ensure
that government had at its disposal a full range
of policy instruments and options in order to
effectively manage such situations.

e Seminar participants noted that no policy can
precisely fit all possible situations and there-
fore, in practical terms government in consulta-
tion with industry has to be guided by certain
general principles and be prepared to custom
tailor policy solutions to fit specific

. problems.

e Where it is in Canada’s interest to maintain
access to particular foreign markets, seminar
participants expressed qualified support for the
use of defensive trade legislation and
formal negotiations as the two policy
options most likely to successfully defend

~Canada’s trade interests when commercnal solu-
tions prove untenable.

Recommendations

¢ That urgent action be taken by the Govern-
ment to implement Recommendation 4 of the
Taskforce on Deep Sea Shipping to create an

~advisory board or council consisting of
representatives from industry, labour and
government to monitor, on an ongoing basis,
the international shipping environment.
Seminar participants recommend that the
majority of members nominated to this advi-
sory board or council be from the private
sector and that the private sector rather than
the Government should appoint the industry
representatives. '

® That increased emphasis be placed on
government-to-government consultations,
including the negotiation of bilateral trade
agreements with related shipping clauses, as
and when necessary to supplement and/or
support commercial solutions.

-® That the Government, in consultation with
industry, initiate on a priority basis the drafting
and enactment of defence trade and ship-
ping legislation to be deployed only as a last

resort, in order to maintain and enhance Cana-
dian access to vital export markets. -

® That the Canadian government address the
issue of cargo reservation ‘‘head on’’ when this
is encountered in bilateral relations, and be
prepared to negotiate if necessary, and as a
matter of last resort, cargo sharing arrange-
ments which maximize the opportunity of
Canadian exporters and importers to obtain
competitive shipping services in particular .
trades.

Presentation by Mr. A. Bouayad, Director,
Shipping Division, United Nations
Conference on Trade and Development

The Chairman introduced Mr. Abderrahmane
Bouayad, the Director of the Shipping Division of
UNCTAD (United Nations Conference on Trade
and Development).

Mr. Bouayad commenced with a statement of
UNCTAD’s role in promoting world trade, partic-
ularly the trade of developing countries. He
noted that UNCTAD provided a forum for
multinational negotiations “aimed at finding
globally acceptable solutions to common
problems’.

Congratulating the organizers of the
Conference for their initiative in inviting discus-
sion on the operations, constraints and problems
of developing countries in shipping and trade, he
noted that “such better understanding would be
a basic prerequisite for fruitful cooperation with
developmg couniries to the benefzt of all
parties’.

He noted that madequacnes in shnppmg
services are undeniably disruptive to trade and
the development process. National investment in
shipping however was often for the purpose of
ensuring the availability of adequate services, and
to enhance the viability of national economies as
a whole. The presence of national shipping lines
had supported the creation of new trade flows as
traditional patterns of shipping services had
changed. There was now closer economic
cooperation between developing countries.

Developing countries have adopted a dual
approach to shipping policy, namely the protec-
tion of shippers’ interests on the one hand, and .
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the creation and expansion of merchant marines
on the other. Mr: Bouayad dismissed the
common allegation that developing countries
pursue a fleet development policy for the sake of
owning a fleet. “Irrational bebaviour does not-
tend to be characteristic of developing coun-
tries’’ he said. In fact from the outset; developing
countries’ shipping policy has been ‘‘primarily
directed towards trade-related aspects of ship-
ping, particularly the protection of shippers’
interests” . i

Since 1964, the UNCTAD Committee on
Shipping has paid particular attention to the
protection of shippers’ interests, and has passed a
‘number of resolutions on the issue. In parallel
the UNCTAD Secretariat has produced studies on
shippers’ councils, freight rate negotlatlons and
related issues. ,

Hence both shippers’ interests and ﬂeet
development have received intensive
consideration. The two form the core of the
Convention on a Code of Conduct for Liner
Conferences which entered into force in October
1983. While fleet development and national
participation are undoubtedly major elements of
the Code, “‘equally important are those parts
dealing with external conference relations, basi-
cally with shippers”. Thus the Code establishes
equitable principles for the relationship between.
shippers and conferences, such as consultative
processes and rules for freight rate increases,
surcharges and currency adjustment factors.

However nearly ten years passed between
the Code’s adoption in 1974 and its entry into
force. There have been important political, tech-
nological and economic development. Mr.
Bouayad suggested that there is a widening tech-
nology gap, as developing countries own only
13 percent of the world’s containerships, as
compared to one-quarter of conventional general
cargo tonnage. Overtonnaging has been a current
problem. The long delay in introducing the Code
also caused a number of countries to promote
national -fleet employment through unilateral
cargo reservation or bilateral cargo-sharing agree-
" ments which do fiot necessarily reflect the provi-
sions of the Code. ““It can be rather safely
assumed that such proliferation of cargo reser-
vation measures was a result of the frustrations
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prevailing among a number of countries
resulting from the delays in implementing the

- Code principles, and could bave been avoided

bad the Convention entered into force earlier.

Mr. Bouayad noted that many nations were
aware of the-incompatibilities between such
measures and the Code. Differences in perception
of the nature of the instrument are more
apparent now than at the time of its negotiation
and adoption. A Review Conference scheduled
for November 1988 will be a forum to address
such fundamental questions.

Meanwhile progress by developmg countries
in the bulk cargo sector has been minimal.
Developing countries sought international recog-
nition of their right ‘“to equitable participation”
in such trade, and a division of opinion had
emerged on whether barriers existed to the entry
of developmg countries into bulk operations. A
parallel discussion had simultaneously addressed
the issue of flags of convenience. The negotiating
process culminated in the adoption in February
1986 of the United Nations Convention on
Conditions for Registration of ships. “In effect
over time the original theme of phasing out flags
of convenience bad been gradually converted
into an instrument providing international stan-
dards for ship registration, accompanied by
concrete mechanisms to ensure the genuine link
between ship and the flag”.

In his closing remarks Mr. Bouayad returned
to his main theme, the need to find interna-
tionally acceptable solutions in shipping. He
eloquently presented the case for UNCTAD as the
most appropriate international forum to address
and resolve these matters, and made a strong
plea for international cooperation. He -
concluded that unilateral action “‘will invariably
impinge on the shipping interests of other coun-
tries”’. In summary “‘a proliferation of unco-
ordinated unilateral, bilateral or subregional
‘action would not only represent a cumbersome
and inefficient approach to problems, but would
rather aggravate than remedy them.- Thus, there
is no justification to sacrifice the global
approach for a fragmented one”.




The Panel Discussions

Panel 1: ‘“Exporters and Importers — Those
Who Pay the Piper, Call the Tune

In his opening remarks as moderator of the panel
discussion, Mr. Al Kilpatrick, Assistant Deputy
Minister, International Trade Development,
Department of External Affairs, enunciated the
department’s considerable interest in the -
proceedings, noting its’ responsibility to ensure
that Canada’s trade and commerce competes
effectively in all international markets. Thus the
need for Canadians to have access to efficient
and economic transportation. He thanked the
Coalition for alerting the department to recent
problems encountered in certain trades, and
noted that.every one of the earlier speakers
reporting on the seminars had emphasized the
need for improved consultation between govern-
ment and the private sector. It was clear from
the positive results achieved in the seminars, that
the present series had mdeed responded to that
objective.

Addressing the utle theme of the panel

“Exporters and Importers — those who pay the
- piper, call the tune”’, Mr. Kilpatrick remarked
that this suggested the ideal, rather than actual
practice, cargo shippers being often at the mercy
of transportation companies, labour and regula-
tions. The thrust of the panel discussions would
be to focus on what Canadian business would
like to see done in order to ensure the further -
development of trade. The challenge would be
to achieve a better working relationship
with foreign business, and gain an improved
understanding which might allow the develop-
ment of a “middle ground” satisfactory to both
sides, thus opening the way to an expansion of
international commerce.

- Mr. Micheal Robson, Vice President, Wood
Products, Council of Forest Industries of British
Columbia in his opening remarks emphasized the
fact that few countries in the world are more
dependent on trade than Canada, which is
also the leading exporter of forest products in
the world. Over 72 % of our production is

“exported, and this has made the Canadian
forestry industry the premier exporting industry
in the economy, and an important factor in the
maintenance of our national balance of trade.

The annual cost of shipping its products to
market is 83 billion..

In Japan, Canada’s forestry competition is
from the US Pacific Northwest, Alaska, South-East
Asia and New Zealand, all of which are closer to
the Japanese market. In the UK and continental
Europe markets, Canada competes with Scan-
dinavia.and the USSR. In our largest market, the
United States, more than a thousand individual
lumber manufacturers compete among them-
selves and with US companies for a share of

‘major US regional markets. It is not hard to

understand why transportation costs are an
important determinant of our ability to compete.
In construction grades of lumber, transport costs
frequently exceed 30 % of the total landed cost
in the marketplace.

“It bas long been a concern of industry in
this country that there is a tendency to put the
cart before the horse on transportation issues’’.
Mr. Robson said: ‘“‘Often the needs of carriers
are considered before those of shippers and
exporters. Rest assured that we will never tire of
reminding politicians and policy analysis in
Ottawa and elsewbere that trade is the motor
that drives the transport services sector, and not
visa versa.'' he empbhatically stated. :

Concluding his remarks, Mr. Robson
proposed that in the face of the political whims
and interventions of other governments, Canada
must develop policies which first recognize
the primacy of trade, and- secondly provide
the flexibility to enable it to respond appropri-
ately to protectionist actions by foreign govern-
ment. In this regard he believed more could be
done in liaison with the importers of Cana-
dian products to develop appropriate strategies
to deal with the range of situations encountered
in developing countries. ‘“We also need a
process that will assist exporters and
importers to jointly identify problems and
develop innovative and effective responses;
as long as we communicate with economic
good sense, we will progress!” he concluded.

Dr. Jose Antonio Martinez addressed the
meeting in his capacity as Chairman of the Feder-
ation of Latin American Shippers Councils,
(FELACUTI) which includes 12 Latin countries
and 3 English-speaking councils in the Caribbean.
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In his opening remarks he outlined the organiza-
- tion and objectives of FELACUTI, which is to -
maintain a continuing dialogue with liner ship-
ping conferences and airline associations, in
order to obtain reasonable treatment in the struc-
ture of freight rates on cargoes in their trades.
“The development of commercial relations
among nations depends to a large part upon
transportation,’’ be stated, adding that “‘more
than 90 % of our commerczal excbange is by
water.”

The Federation of Shippers Councils had -

been formed largely upon the recommendatlon
of UNCTAD, but due to the power of the ship-
ping cartels had not to date achieved a successful
balance in their discussions. He cited problems
with the U.S. shipping conference and
commented on the non-responsiveness of the
Japanese conference. He made the case for
improved liaison with Canadian shippers,
. noting this was only the second opportunity in
nine years for direct dialogue between shippers’
representatives. This was unfortunate given the
importance of the region’s trade which in 1984
imported US$ 41 billion from overseas.

Dr. Martinez noted Mr. Bennett’s earlier
remarks to the effect that some Canadian goods
were being transshipped via Europe in order to
obtain a reasonable freight tariff. This suggested
to him that Canadian exporters had not
negotiated well in their dealings with the ship-
ping conference. Dr. Martinez concluded on an
optimistic note, commenting on the recent
introduction of direct air services between
the Dominican Republic and Canada, which
he hoped would result in increased trade,
and improved Canadian consular services in
Santo Domingo, and extended an invitation for
Canadian trade interests to attend the forth-
coming International Congress on Cargo Trans-
portation to be held in the Dominican Republic.

Wayne Morrison, Manager, Cape Breton
Development Corporation orientated his remarks
from the perspective of shipper of bulk products,
in particular coal. As a federally owned Crown
Corporation, his company had recently received
a long term contract for 2 million tons coal from
the Nova Scotia Power Commission, and
expected to put a new colliery into production
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shortly, which would produce 1.5 million tons of

 clean coal, thus releasing approximately 1.5 -

million tons for sale in export markets. On an
F.O.B. basis this would be valued:at.around
75-80 million Canadian dollars, and would
require the commitment of between 50 and 60
“handy sized” vessels. Addressing the matter of
shipping restrictions Mr. Morrison confirmed .
there have been problems. The Corporation . -
would attempt to ship on Cand F terms in order
to 1) control the choice and quality of the vessel
to be used, 2) to control inventory and the. .
timing of vessel arrival and departure, and 3)
most important, to control costs.. Circumstances
where the buyer wishes to introduce flag restric-
tions could best be dealt with by keeping open
communication lines with the buyer. This
entailed extra effort by the Corporation’s
marketing staff, but results justified these efforts
Mr. Morrison talked of difficulties
experienced as a result of being unable to off -
load large Panamax vessels in a number of
foreign ports. “Free competition is an ideal that -
seldom exists’’ he reluctantly concluded, noting
that on occasions where no flag restriction
existed, the requirements for hard currency
would in itself convolute the market. The current
situation where one country had driven charter
prices up by entering the market and chartering a
large number of vessels was not unusual, and
certainly government intervention would be
unable to achieve any useful result in such
circumstances. In discussing how to respond to
restrictive practices Mr. Morrison stated that his
main concern would be to avoid the necessity of
using a higher-cost vessel. He believed that in
the realm of aid cargoes or products
financed by government, that these should
be granted to less developed countries on a
CIF basis. This would allow consolidation of
such cargoes by Canadian forwarders and ship-
ping agents with obvious economic benefits to
Canada. :
He suggested also that to offset some of the
difficulties being encountered in foreign trades,
and the economic disadvantage of Canadian
wages, that shipping companies operating
Canadian flag vessels should be granted




“exemption of offshore earnings for income
tax purposes.

Concluding his presentation Mr. Morrison
admitted that many exporters could improve
their competitive position by taking the
time and effort necessary to negotlate CIF
sales whenever possible.

Panel 2

Canadian Shippers and Carriers — Is There
- a Commonality of Interest?

Dr. William Winegard, Chairman of the House of
Commons Standing Committee on External
Affairs and Trade opened the panel proceedings
with the introduction of the first speaker. Mr.
Conrad Robitaille, Executive Vice-President for
South America and the Middle East, Gillespie-

- Munro Freight Forwarders.

Opening his presentation Mr. Robitaille
provided a simple generic example of the type of
problems Gillespie-Munro and their clients have
often encountered in doing business in trades
where flag and cargo restrictions are imposed. A
client manufacturers a product and his FOB
Canadian post price is $350.00/tonne. The
national line servicing the country of destination, .
which has cargo restrictions in place with
Canada, is quoting freight at $140.00 for a C&F
price of $490.00/tonne. The client’s competition
in country Y offers the buyer comparable
product at the same FOB price. However, the
trade lane between country Y and the destination
customer is not.subject to cargo reservation laws,
and as a result the open and competitive ship-
ping market renders a freight rate of $110.00
yielding a delivered C&F price to the customer of
$460.00/tonne. The Canadian client pursues his
desire for a sale only to find out from the
purchaser that he is at 2 $30.00/tonne disadvan-
tage. The client points out to the purchaser that
he has no shipping alternative, and through the
importer, approaches the national carrier for tariff
relief. All to no avail. The client is unable to
reduce his FOB price further or he will lose
money on the sale, and the contract is lost to his
competition in country Y. In discussing this
example, Mr. Robitaille questioned whether the

“fault’’ lay with the Canadian exporter, the Cana-
dian government for complacency in the face of
this situation, or whether it was arrogance on the
part of the national line, perhaps coupled with
anti-Canadian discrimination by the foreign
government in the imposition of its cargo reser-
vation laws. In his opinion, it is a combination of
all of the foregoing, creating a situation which
we cannot allow to continue, or Canada will face
greater erosion of our trade with countries which
promote their national lines through cargo reser-
vation practices.

Reviewing the history of the development of
cargo reservation legislation, Mr. Robitaille
acknowledged that some countries, such as in
South America, had been exploited by the ship-
ping conference when they did not have their
own national fleets. He recognized that our

' trading partners have a legal right under their

legislation to import their own goods on their
own ships. However, these countries must also
recognize that Canada deserves nothing less than
equal treatment. While protection. from
conference exploitation may have been the
original intent of cargo reservation, exploitation
of the shipper by national lines has become a
prominent feature of the new regime.

Noting that our trading partners often insist
they would not object to Canada shipping cargo
if shipped on our own Canadian flag ships,
Mr. Robitaille dismissed this as a ““purist point of
view’ and pointed out that thése same countries
(that espouse cargo reservation on behalf of their
national lines) charter tonnage under flags-of--
convenience whenever it suits them to do so.
Consequently, it has to be made clear to these
trading partners that Canada, as the source
country of these imports, is entitled to no less
than equivalent rights.

Addressing the role that government can
play in dispute settlement involving cargo reser-
vation and national flag regulations, Mr. Robitaille
cited the effectiveness of the Government’s
recent intervention in the case of Peru where
Canadian carriers were now able to obtain rights
to an equitable share of the trade. While the
policy today in Canadian domestic transportation
favours deregulation, in the case of maritime
transportation, faced with foreign flag restrictions,
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Canada must in fact ‘‘regulate” to provide the
same opportunities for enhanced competition and
more efficient service. -

Mr. Robitaille concluded that from his
perspective, techniques of moral suasion and
gentlemanly recognition of mutual rights had not
generally achieved effective results in dealings
with the .cargo reservation countries. This had
been to-the detriment of the Canadian shipper -
and shipping community alike. o

“‘Recognizing that we must improve on the
current status quo and not overlooking the
legitimate rights of our trading partners, 1 feel
we should pursue at least fifty-fifty access to
our bilateral shipping trade through legis-
lation,’’ be proposed. *‘This approach will
Dprovide the opportunity for Canadian enter-
prises to compete, by right, for a portion of
these trades and if they can successfully compete
in the open market, will benefit the Canadian
economy as a whole. You, the Government of
Canada bave supported this enquiry. Do not, as
so often in the past, shelve these enquiry reports
one more time, but show determination in
recommending to Cabinet that it is the desire of
the Canadian export community, shippers,
Sfreight forwarders and shipping companies, to
legislate the right of Canadians to have open
access competition in at least 50 % of our ocean
trades.’’ -

Mr. Robert Toporowski, Manager, Transpor-
tation Planning, MacMillan Bloedel in his opening
remarks emphasized that for many years
Canada’s policy of free and open competi-
tion in shipping has been extremely
successful. In this view, however, today we are
facing some very basic problems as a result of
long-term trends in the global shipping environ-
ment. The problems are not amenable to ad hoc
short-term solutions but require a long-term
Canadian policy based on a solid commonality of-
interest between both Canadian shippers and
carriers. ;

In dealing with bilateral trading partners or
in multilateral fora, wh]ether in.the OECD or
UNCTAD, Mr. Toporowski advocated keeping
the Canadian principles of free and open
competition clearly in the forefront. In the
context of the upcoming 1988 UNCTAD Liner

28

Code Review Conference Canadian support for -
free and open competition should be empha-
sized, and the principle of shippers’ rights
strongly advocated. “‘Shippers rights’.in his
opinion had been sacrificed to the “‘rights of
countries”” and the “‘rights of carriers’ since the
Code came into force in 1983 and it is time this
imbalance was rectified.

Referring to the recommendations of the
cross-Canada seminars as presented during the
morning session, Mr. Toporowski emphasized

‘that the first step needed to develop a commo-

nality of interest between shippers and carriers,
would be the same instrument required to enable
effective industry-government policy coordina-
tion, namely the creation of a very senior Advi-
sory Board on Maritime Shipping as :
recommended in the Sletmo Task Force Report.

He then addressed the question of what
measures Canadian exporters could indepen-
dently undertake to solve trade problems related
to restrictive maritime transport policies. Mr.
Toporowoski cited Dr. Martinez’s presentation on
the Latin American Federation of Shippers’
Councils (FELACUTTI). In his opinion this type: .
of organization offered an ideal opportunity for
Latin American shippers and importers and their
Canadian exporter and importer counterparts to
get together to discuss their. common problems
with regard to freight rates, cargo reservation,
flag restrictions and shipping service problems in
general. Meetings between exporters and
importers at both ends of the trade could
quickly identify common interests and help
to develop both short-term and long-term
solutions which would benefit both the
Latin American and Caribbean countries, as
well as Canada. It was Mr. Torporowski’s

‘opinion that in the final analysis Canadian

exporters by themselves could accomplish only
so much when faced with intransigent national
shipping lines, and foreign governments
committed to restrictive, anti-competitive ship-
ping policies underpinned by domestic law. In
his concluding remarks Mr. Toporowski
addressed these limitations and stated:

“What I would like to see in this country is
what you would call defensive trade legisla-
tion, that covers shipping solely as one




‘important aspect of trade. It can also cover
maritime cargo insurance if necessary. It can
cover many important areas that directly or
indirectly affect trade. What we need is defen-
sive irade legislation that gives us the means to
retaliate when countries are being unfair in
trading with us. I'm not suggesting that these
powers be used lightly in any way. As a shipper
I have very great qualms about using defensive
retaliatory measures just because someone says:
‘Hey so and so is havmg a little problem oper-
ating his ships down in one country. Let’s do
something, let's retaliate!” What bappens to me,
the exporter who is trying to ship to that country
at the same time? We bave be very careful about
how we frame such legislation and how we use
the defensive countermeasures it would provide
as retaliation — but I definitely think defensive
trade legzslatzon must be in place and available
in those serious situations when we really need
it

In his opening remarks Mr. Matt Stinnes,
President, Great Lakes Trans-Caribbean Line
f(LTL) commented that, in view of traditional
Canadian shipper-carrier antagonisms and, as a
.panelist on a panel representing so many shipper
interests, he felt ““...like a mouse at a cat
convention ... trying to get out with a whole
skin”. However, he noted the objectives of this
panel and today’s conference was not to resur-
rect the old debate on a Canadian flag fleet, but
to establish the basis for a ““common’ approach
to problems presented by cargo reservation and
other restrictive maritime shipping practices,
imposed by some of our trading partners. These
are regarded as detrimental to the interests of
both Canadian shippers and shipping companies
alike.

Mr. Stinnes stated that he disliked flag
protection, not because of any question related
to whether on not Canada should have a national
flag fleet, but because any kind of restriction on
free and open competition in maritime shipping
services inevitably results in very poor service,
and generates a national line monopoly which is
not in the interests of either Canadian shipping
lines or shippers. GLTL believes itself to be a
most efficient carrier and therefore is not
interested in government flag protection, but
simply wishes an “opportunity to compete”.

“As of now Canadian shipping companies
do not compete on an equal basis. Canadian

companies bave in fact competed against South
American lines for 20 or more years in the face
of a bhost of bidden subsidies. For example, the
South Americans. get fuel subsidies, South
Americans get cheaper ships, the South
Americans get assistance with their crews. South
Americans are able to discharge their vessels
more quickly and cheaply than we are, South
Americans are allowed to bhave access to ports
more readily than the Canadian lines. And, in
the face of all these disadvantages, the Canadian
line service and prices bave still been better than
these national lines. What stops Canadians from
compeling isn’t the slanted commercial playing
field, what stops us is when a law is passed that
says you are not allowed to compete in certain
trades. Equal competition bas gone out the
window long, long ago and it’s a sign that
Canadian lines are more competent than the
developing countries subsidized national lines,
because we are able to compensate and compete
despite all of these disadvantages. ...Faced with
such laws, private initiatives by shipping compa-
nies, shippers, or freight forwarders are doomed
to failure and frustration. Somebody else bhas to
get involved, and that’s the Government of
Canada!”

Concluding his presentation Mr. Stinnes
stated:

“My objective today is to solicit this
conference to request the Ministers of Transport,
of International Trade and the Secretary of State
of External Affairs, for their support to Cana-
dian shippers and ship owners who are
concerned with the increasing degrees of restric-
tive shipping legislation and its enforcemeilt by
the developing nations. The enforcement of such
restrictive legislation by developing countries, if
not counteracted by effective Canadian counter-
vailing policies and appropriate legislation, will
continue to reduce the availability of adequate
and economic sea transport between Canada
and these nations. We request that the Ministers
actively support -the free access of all shipping
companies to Canada’s seaborne trade. Where
trades are restricted through foreign legisiation
we request that the Canadian Governmeit
initiative negotiations, if necessary, supported
by the introduction of defensive legislation, to
ensure free access for Canadian shipping lines
lo compete for at least balf of the trade.”
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LUNCHEON ADDRESS

A summary follows of the excellent overview"
given by Mr. W.G. Deeks, President, Noranda
Sales Corporation.

Mr. Deeks, in his mtroductory remarks spoke
of the vital importance of the linked business
activities of transportation and trade, and their
importance to the economic health of Canada. =~
He spoke of the American Management ‘Associa-
tion and its tenet that the single most impor-
tant function of marketing is distribution,
which can be defined as the ability to present to
the customer the right product at the right time!

- In describing Noranda’s $6.5 billion of busi-

ness in 65 countries around the world, Mr. Deeks

identified his company as the largest business
purchasor of transportation serv1ces in the
country.
Unfortunately there is an increasing difficulty
in obtaining transportation services at an afford-
able cost in cases where regulated transport is

‘not responsive to the market. Mr. Deeks

complimented the Exporters Coalition for flag-
ging this issue for attention.

“As Canadians, producers of goods and
services must find a competitive niche in inter-
national markets, and in this respect we share
with our United States colleagues a concern -
regarding unfair trade practises, and the means
of dealing with them’’; he said. Mr. Deeks spoke
of the benefits of the proposed Free Trade Agree-
ment, particularly its ability to define a dispute’
settlement mechanism which would separate US-
Canada problems from others that are the
product of unfair trade practises.

“To compete in the global village Cana-
dian industry will bave to shift from being
a reactive production driven business, to
being creative and responsive to
customers, introducing new and advanced
products and leading in market niches
where we bhave fair competitive advantage.
To achieve this Canadians need the
discipline of com}?et;ition.” ‘
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Mr. Deeks suggested that these disciplines
will ensure us the opportunity to compete effec-:
tively. Several additional steps are required —
knowledge of world markets and what other
people do, and a2 common understanding
between all the Canadian players, business, share-
holders, employees, unions, communities,
suppliers and government.

For Canadians, an important result of thc
trade talks will be the combined ability of the:

‘two countries to jointly address in the
~multilateral trade negotiations the unfair trade

practices of some trading nations. This would
have profound implications for the Canadian =~
transportation industry, and, in Mr. Deeks’
opinion, would help to guarantee market reSpon-
sive rates providing access for exporters to thxrd
world countries. ‘

Citing the requirement in many Third World
countries for inbound product to be carried in
vessels of their flag, charging rates that are not
market related, and often higher than rates
charged on outbound cargo, Mr. Deeks noted
that this penalizes the delivered cost of Canadian
products, while at the same time subsidizing the
outbound cost of delivering the other country’s
products to our market!

In closing, Mr. Deeks supported the concept
that major users of transportation should improve
communication with government- officials to
ensure the development of Canadian policy
supportive of our trading goals. Improved -
communication would also keep business
informed on the latest direction of government
thinking. In this respect he supported the idea of
an advisory committee on trade and transporta-
tion related issues. '

“Transportation will be a virtual
bargaining point in the upcoming multilateral
trade negotiations”’ he concluded, suggesting
that several agencies represented at the
Conference could “‘grandfather” such an Advi-
sory Group.




‘ Panel 3

Approaches to Policy: Factors and What
Industry Advocates

In his opening remarks as panel moderator, Dr.
Charles Barrett, Vice President, Research, of the
Conference Board of Canada explained. that, as
Canada’s largest independent research organiza-
tion, -the Conference Board focussed its’
considerable resources on the study of factors
-affecting the competitiveness of Canadian
industry at home and abroad.

The Conference Board’s latest study in the
transportation sector dealt with Canadian
exporters’ adjustment to the deregulatnon of
surface transport in the United States. In the
context of Canada’s relationship with developing
countries, Dr. Barrett noted that the Conference

.Board were making parucular efforts in this area,
~ and had just completed a large research program-

sponsored by the Industrial Cooperation Branch
of CIDA, to examine ways and means to.
strengthen Canada’s business relationship with
the LDC’s. :

Dr. Barrett recalled that in the 1960’s with
the beginning of UNCTAD, efforts were focussed
on means to foster LDC development and how

_ to achieve acceptance of this principle by the

international community. However, as noted by
‘Mr. Deeks during his luncheon address, the
success of the developing countries over the last
20 years in the area of services has also created
among the industrial countries a perceived need
to rebalance the playing field. Rebalancing the
service sector was very much on the agenda of
the United States, and was important in deter-
mining the agenda for the Uruguay Round of the
MTN, with its’ emphasis on services. In
concluding his opening remarks Dr. Barrett point
out ““...that in maritime transportation services
it is very important to distinguish between the
interests of the countries we are dealing with.
The challenge in terms of finding an appropriate
policy is all that much greater... it is therefore
worthwhile that we explore a wide range of
policy options, including those very different
than what we have pursued to date. It’s only by
doing so that we can really, fully appreciate the
range of choices that are before us.”

-Mr. Don Wiersma, Transportation Manager
for the Canadian Manufacturers’ Association
(CMA) noted in his opening remarks that the
association has been actively consulting with the
government on maritime policy for a number of
years. However, in contrast to previous
consultations, the international competitive situa-
tion for Canada is becoming increasingly more
difficult while at the same time the Canadian
economy:is ever more dependent on exports for
its continued growth and vitality. Approximately
3 million people or roughly one in four Cana-
dians is dependent on export trade for employ-
ment, and transportation costs to deliver our
exports to market can be as much as 30-40 % of
the CIF delivered price.

In response to questions raised prxvately by
several delegates earlier in the day, Mr. Wiersma
reiterated that, though not an active member of
the Exporters’ Coalition on Canadian Maritime
Policy, the CMA fully supported the Coalition’s
position on the importance of access to efficient
and economic maritime transport, and its impor-
tance to Canada’s export success. ‘“‘As users of
transportation, Canadian manufacturers must
bave available an efficient marine transporta-
tion system capable of both delivering their
Droducts to offshore markets, and to move to
Canada raw materials essential to manufac-
turing processes. These functions must be
Derformed at the lowest possible price. Secondly,
as manufacturers, the CMA also supports the
Surther development of a Canadian shipbuilding
industry, provided it can be competitive in
domestic and world markets. The association
also subscribes to the “‘bottom line’’ concern of
the Exporters’ Coalition that a Canadian
merchant deep sea fleet is unlikely to be viable
and that it would not appear to be in keeping
with governments philosopby as captured in
current ‘Freedom to Move’ legislation, where
transportation services and prices are to be
driven by market forces.”

On the matter of maritime policy Mr.
Wiersma stated that as a first premise the CMA
believed policy review should be driven by legiti-
mate market needs, and be consistent with our
domestic policy. Regarding the process of
consultation the CMA supported more effective
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use of existing infrastructures (e.g., industry
associations-government consultation). The
association could support the formation of the
Shipping Advisory Council referred to by several
other panelists. The consultative process which
government undertook with industry on -
Freedom to Move was an example of good
cooperation and advance preparation. However
industry associations are often not given suffi-
cient time by government to solicit inputs from
their membership, thus weak policy can result
which does not respond to industry’s real needs.

On the question of government involvement,
the CMA believes that the initial approach to
solving maritime ‘transportation problems
adversely affecting trade should be through
consultation between the buyer, seller and
carrier. He noted that small shippers are often
less capable than larger companies in ‘“‘going it
alone” and in such instances should use
assistance of a good freight forwarder, the Trade
Commissioner in the country of export, and if
possible, their industry association. These
channels should be used before there is formal
government involvement. The Canadian manufac-
turing industry should learn to more agressively
seek its own remedies wherever possible.

In conclusion, Mr. Wiersma proposed that
the GATT mechanism should be given greater
emphasis when seeking solutions to maritime
transportation and other service related trade
problems. ‘“More and more, services are part of
trade negotiations and it is somewhat surprising
that people very frequently talk about ‘free
trade’, while the transportation aspect of that
freer trade is not discussed. Services tend to get
a lower order of priority, and this is an area
where progress may be possible in terms of
the current negotiations in Uruguay.”

“The moderator called upon Mr. Roy .
Humphrey, Head- of the Maritime Transport and
Tourism Division, Organisation for Economic Co-
operation and Development (OECD) to provide
his personal perspective on cargo reservation, the
UNCTAD Liner Code, the “Brussels Package’ and
the OECD Shipping Pohcy

Mr. Humphrey observed that the cornerstone
of OECD Shipping Policy — the principle of
“free circulation in free and fair competition’” —
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has been under pressure since the 1960’s. Both
the developing world and state trading countries
have restricted the operation of this principle
through national flag measures and bilateral
agreements that primarily affected the general
cargo liner trades. Measures are often justified for
transitory reasons, such as balance of payments
problems; but once introduced,. “‘they have:
rarely been dismantled.”’ These practices have
“the effect of increasing the cost to the shipper,
reducing the efficiency of the services and
imposing a beavy layer of bureaucratic proce-
dures upon commercial parties”.

Particular pressure was directed at closed
conferences which to a considerable extent
“brought it upon themselves, because of their
lack of sensitivity to the growing demands from
the developing countries and their frequently
autocratic approach to shippers who were
usually much less well organized.”” Remedial
opportunities were missed, and in ‘the early
1970’s the UN Liner Code was formulated.
Although “‘a flawed instrument’, the Code today
“is a fact of life and the operation of the closed
conference system is now inextricably tied to its
provisions, even in trades where it is not
Jormally in force”.

The Code’s entry into force was long ,
delayed because it is far more than a “code of
conduct’ creating a more balanced relationship
between shippers and conferences. The Code is a
compromise containing a cargo allocation
element, the so-called 40/40/20 formula. The
prescribed right to a large part of the transport
“regardless of their ability to compete for it on
a commercial basis”’ clashed with the OECD
shipping philosophy.

The European Community counmes contem-
plated the issue of reconciling the Code and non-
discrimination on the basis of national flag. The
“Brussels Package” emerged, which recognizes i
the cargo rights of developing countries while 4
opening the rights accruing to the developed

“country to all the lines of any OECD country on

a commercial basis subject to reciprocity within
the OECD. Furthermore, the Package disregards 4
cargo sharing within the OECD, but allows the
provisions controlling the relationship between
conferences and shippers. European contracting




- parties to the Code also agree to the “‘Outsider |
Declaration”, which states that the Code applies .
solely to conferences, and that shippers must
have the right to choose non-conference lines.
The ‘‘Brussels Package’ and the ‘“Outsider
Declaration have been endorsed by all of
those OECD countries which have become
parties to the Liner Code.

Against this background, and during a disas-
trous rate of decline for the OECD fleets, the
OECD Council adopted a Recommendation
and Resolution on Shipping Policy in
February 1987. The Recommendation is particu-
larly notable in such unsettled times because it
“formally rejects the route of protectionism,
asserts the principle of standstill of any
measures restricting competitive access 1o inter-
national trade and cargoes, and charls a route
towards the removal of existing restrictions
‘place by Member countries”’. The Recommenda-
tion also addresses the application of competition
policy to liner shipping, intervention and
consultation by OECD governments and the
continuation of free and fair competition in the
bulk trades.

The OECD Recommendation is not “a
mere slogan’’ but directs common policies “‘to
safeguarding and promoting open trades, both
between themselves and in their relations with
non-Member countries’. Mr. Humphrey declared
that the recommendation recognizes both
national sovereignty and the rights of others.

He stated that “all international trades bhave
two ends, and the interests of shippers and
shipowners at both ends of the trade must be
given equal weight.”

Mr. Humphrey noted the growing “will
among developed countries to oppose unilateral
attempts to restrict competitive access”. Joint
discussion between countries, and the powers to
bring pressure to bear on their own commercial
parties, or, as a last resort to introduce counter-
measures, has helped in introducing flexibility
and comprehension to this dialogue. Some agree-
ments in 1987 have provided increased access
and the replacement of pre-shipment cargo ,
control. In his concluding remarks Mr. Humphrey
endorsed this flexible approach noting that
“there is a long way to go, but the willingness to

work together in joint negotiations, with the
recognition that there are possibilities of going
beyond just words in defence of the liberal
system of international shipping, should bave a
salutory effect in ensuring that shippers at both
ends of the trade can bave their goods moved
more efficiently and at a price whose leuer is
determined by free competitive means.’

Mr. John Turpin, Vice President of the Cana-
dian Transport Company Limited, addressed the
meeting from the interesting perspective as the
representative of a company which at one and
the same time is a carrier that must be efficient
and offer good service to customers, and is also
the shipping arm of a major exporter, MacMillan
Bloedel. Mr. Turpin in his opening remarks
referred to Dr. Martinez’s presentation and in
particular, his statement that the Latin American
Shippers’ Council did not expect carriers to
quote rates below cost. In Mr. Turpin’s
experience, Canadians have in fact discussed a
means through ‘free and open competition’ to
have freight rates which are often below the
carrier’s costs. This has given Canada extremely
effective shipping to most, though not all, of its
markets around the world. There are, however,
costs to ‘free and open competition’. Costs to the
Canadian flag operator who does not receive
support and subsidies equivalent to some of
Canada’s trading partners; there are also costs to
Canadian shipyards, which do not have a Cana-
dian flag merchant fleet to fill their order books.
“In Canada we’ve made the decision that trade
is paramount. We do more good for the country
and create more jobs by making sure that we’ve
got the cheapest and most effective maritime
transportation services.”” There is however also a
potential cost to exporters, as in a free market
situation rates go up as well as down, and there
may come a time when Canada may not have
enough shipping services. From a historical
perspective however, that risk is perfectly accept-
able, as over the last 20 years Canada has gener-
ally benefitted from its ‘open competition’
policy. Addressing the question of defensive
legislation as a2 means to maintain Canada’s ‘“‘open
competition policy”’. Mr. Turpin opined that it
was naive for Canada’s exporters to think
that they can have it both ways, and have
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_tion and competitive freight rates,

their access to competitive shipping protected by
..defensive legislation when necessary, but not
necessarzly defensive legislation... '

Mr. Turpin outlined some expenences of his
company with restrictive shipping policies. In
Japan, Europe, the U.K. and Mediterranean virtu-
ally no-restrictions had been encountered. In
South America flag restrictions have been a
problem.-In Ecuador, Canadian Transport were
squeezed out of business by a Hong Kong
company which set up an Ecuadorian flag corpo-
ration. With the help of the Canadian govern-
ment, Canadian Transport became the Canadian
carrier to Ecuador with rights to 50% of the
business. Canadian Transport-has also had prob-
lems in Venezuela and very nearly dropped out
of this market.- A solution was found through
using a chartered ship, but resolution of prob-
Iems encountered on one voyage had cost his
company a significant amount of revenue, and
the ship very nearly re-delivered to its owner.
Mr. Turpin emphasized that the Venezuelan
experience illustrated that there is often very
little time to make the necessary decisions, or for
industry-government consultations, and that if
Canada wants to maintain free and open competi-
7 we must
make our policies earlier so that we can react in
a timely fashion.”

~ In concluding his remarks Mr. Turpin
outlined his perception of the priorities in the
policy development process: “In the first
instance of course, industry, whether shipping -
companies or shippers, want to do whatever we
can on our own. Government is our last resort.
Sometimes, bowever, we do have to swallow our
principles somewbat, and accept some restric-
tions on the way we do business. Our trading
partners do bave their own rights, and if we
bave to respect their laws, what we must then do
is to persuade them and negotiate with them to
give equal respect to our laws and policies. I
think therefore, that from time-to-time we may
end up bhaving to accept something like cargo
sharing of 40-40-20 on at worst 50-50. To
obtain any recognition by our trading partners
of our rights however, we do need bargaining

power. I support defensive legislation. We need

defensive legislation to put some teeth in the
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Canadian negotiating position — not bluff,
which will be found out all too quickly. Cana-
dian defensive legislation should also provide
JSor staged countermeasures, so our response can
be gradually escalated to meet the severity of the
threat.

“It is essential that the only solution to tbe
problems we bave been discussing today not
only be the formation of an Advisory
Committee. It sounds like a fine idea but we
bave been discussing a Committee for years, and
we need a lot more than that, and what we need
is action, and need it now. We need effective
Ppolicies now which enable us to react
quickly when problems emerge. Indusiry
cannot wait for Government forever. We will be

_out of business long before the Government’s

long and elegant studies ever see any effective
action. Sometimes government must make. the
decision and act and in the case of this situation
the time.for government to act is now.”’
Addressing possible approaches to policy,
Mr. Gordon Phippen, President, Institutional
Consultants (International) Limited of Saint John,
New Brunswick, elaborated on the views
expressed by industry during the seminar series
in Halifax, Nova Scotia. In his opening remarks
Mr. Phippen noted the essential place exports
occupy in the Canadian economy, and empha-
sized that to be successful in the international
marketplace we must ensure equitable Canadian -
access to efficient, competitively priced maritime -
transport services. The challenge in the five
cross-Canada seminars Mr. Phippen stated, had"
been to seek an approach which would assure
such equitable access through a trade and trans-
portation strategy which would be flexible, effec-
tive and fair in respect to both the goals of
Canadian exporters and our trading partners. To
meet this challenge the Halifax seminar had
considered a series of possible policy approaches
which, depending upon the particular situation
facing Canadian trade, might be selectively
‘adopted to maintain access to effective and
competitively priced maritime transport in the
face of restrictive national policies imposed by
our trading partners. Mr. Phippin outlined these
approaches in terms of their effectiveness as
perceived by the seminar participants to Halifax.




(a) Continuation of the status quo was judged
not to be an acceptable alternative as
‘present difficulties were being faced by Cana-
dian exporters in obtaining access to efficient,
price competitive maritime transportation
amply demonstrated.

(b) Government support for commercial
solutions was viewed as potentially useful in-
resolving some issues because they ultimately
were the result of Government policies at the
other end of the trade in the first place and
could ‘not be resolved solely on commercial
terms. _

(c) Government-to-Government consultation
similarly was judged to be essential to resolve
some issues which were the result of our

" trading partners’, laws regulatrons or economlc,
policy.

(d) The creation of a Maritime Transportation
Advisory Council was strongly endorsed as

“essential in order to effectively coordinate
industry and government initiatives and policy
development.

(e) Formal bilateral government-to-
government negotiations including the
negotiation of bilateral trade agreements
with appropriate shipping related clauses
were favoured by the Halifax seminar as
means to provide a framework guaranteeing
‘Canadian access to competmve maritime trans-
portation services.

(f) Multilateral solutions through the GATT
and possible leverage through Canadian
aid contributions to the LDC’s should be care-
fully considered by government policymakers.

Panel 4
Carrying Industry’s Message in Ottawa

Dr. Pierre Camu, Vice President, Lavalin Ltée,
who acted as moderator, in his introduction
noted his concern that the recommendations of
the Task Force on Deep Sea Shipping had to date
been largely ignored by government. He was
pleased to see that the current series of discus-
sions by exporters had confirmed the proposal to
form an Advisory Council. He congratulated the
Department of External Affairs on its present

action to represent in government circles the
“‘commercial aspects — not the vessels, but what
is carried inside.”

Mr. Dennis Pratt, Director. General/ Transport
Canada reviewed the 1979 shipping policy and .
the recent adoption by the OECD of common
principles of shipping policy for member coun-
tries. Relevant to earlier discussion he noted that
member countries were committed to rejecting
protectionism in the shipping policies of non
member countries, ‘‘even to the extent of
implementing counter measures’’. He believed
that the views of Transport Canada had not
changed since their review of the U.N. Code in
1982. Reviewing current developments he
outlined follow up actions relating to the Task
Force on Deep Sea Shipping, the review of the
Shipping Conferences Exemption Act and the fact
finding initiative of the CTC which examined
conditions in the Canada-South American trades.

Anne Burnett, Fed Nav Ltd., responding to
the previous speaker in her opening remarks,
suggested that the imposition of duty on ships
engaged in intercoastal trade appeared to be
incompatible with Transport’s mandate to
support shipping! Ms. Barnett reviewed the work
of the Task Force on Deep Sea Shipping,
emphasizing the recommendation relating to the
formation of an. Advisory Council, and pleaded
for action by government in this regard.

Mr. Hibbeln reiterated his opening remarks
on the watchdog role of the Exporters’ Coalition,
remarking that the opinions at the Conference
and in the seminar series had confirmed not only
the need to carry industry’s views to govern-
ment, but somehow to ensure that these
concerns are heeded and acted upon. Canadian
exporters and importers had confirmed that
strict and anti-competitive forces are in
play in many Canada trades and that
governments at the other end of the trade
are deciding the competitiveness of Canada
products. While the clear preference identified
had been for commercial solutions rather than
government involvement, Mr. Hibbeln noted that
political objectives prevail in a number of coun-
tries. There was however no doubt it was in the
Canadian interest to ensure commercial interests
prevail when problems in shipping are
encountered. e
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Thanking External Affairs officials for their
‘considerable contribution to the seminar series
and conference Carl Hibbeln elaborated on -
earlier remarks in his prehmmary conclusions,
namely

¢ that commercial channels should be used
as a first defence against the institution of

. restrictive measures;

¢ that an advisory board nominated by
industry be established to advise Ministers
on developments in international shlppmg
and their ramifications for Canadlan
trade;

* that a focal point be 1dcnt1f1cd to cata-
logue restrictive trade practices when
these occur, and that these should be first
addressed by the advisory board;

¢ that steps should be taken to initiate
stronger links with foreign shippers

-associations, particularly in regions where
difficulties have been experienced;

¢ that shippers should examine ways and
means to improve their participation in
the work of UNCTAD.

Mr. Rand Matheson, Consultant, Montreal,
opening questions from the floor, suggested that
those present should recommend action to
revise Canadian legislation to integrate
various aspects of the US and UK Merchant
Marine Acts, the OECD Recommendations
and the Code of Liberalisation on Invisible
Transactions. Mr. Pratt responded that a
proposal of this nature should be delivered to the
Minister of Transport.

Sue Hill, Consultant, supportmg the forma-
tion of an adv1sory board, queried whether
thought had been given to its funding. Mr.’
Hibbeln responding, believed funding would
largely be from the private sector, in similar
fashion as the Canadian Shippers Council. Dr.
Camu wondered whether the Minister of Finance
might address this in more general terms as part
of tax reform.

Mr. Norman Hall, Pres;dent Canadian Shlp-
ping Association, questioning the existence of
marine policy in Canada, commented on recent
developments in Canada, including modifications
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to the Canada Shipping Act, arctic resupply and
difficulties in bidding for this work, and cost -
recovery measures, suggested ‘“we should look at
home first”’ rather than at overseas restrictive.
trade practices. ,

Dr. Camu observed that marine policy
should be developed at collegial meetings such as
these, that otherwise government would take the
initiative. He noted that while our present fleet
and related legislation focussed on the Great -

Lakes and both coasts, nevertheless our presence i
internationally was not as a great maritime f
power, except as shippers of cargo, where we

ranked sixth in the world. He wryly commented

that this would be a very nice platform for the
September 15, 1988 election! -

Mr. Matt Stinnes, President, Great Lakes -
Trans-Caribbean Line, suggested that there is
nothing to hinder Canada’s becoming a greater
force in world-wide maritime affairs, and
responding to Dr. Camu’s suggestion, proposed
that a resolution from these discussions should
ask Ministers to defend the right of Canadians to
access trades of their choice, either as shippers or
as shipping companies, and if necessary to
construct legislation to support this objective.

Mr. Stinnes made the following proposal.

“My objective today is to solicit the support :
of this conference to request of the Ministers of
Transport, of International Trade and the Secre-
tary of State for External Affairs their support
for Canadian shippers and ship owners who are
concerned with the increasing degrees of restric-
tive shipping legislation and its enforcement by
the developing nations, particularly in South
America. The enforcement of such restrictive
legislation by developing countries, if not coun-
teracted by effective Canadian Defence policies
and legislation, will continue to reduce the
availability of adequate and economic sea trans-
port between Canada and these nations. We
request that the Ministers actively support free
access of all shipping companies to Canada’s :

_seaborne trade. Where trades are restricted !

through foreign legislation, we request that the
Canadian Government initiate negotiation if
necessary supported by the introduction of
defensive legislation to ensure free access for
Canadian shipping lines to compete for at least
balf of these trades.” '




- Miss Sue Hill proposed deleting the reference
to South America as the problem was universal.
Agreed. : :

Mr. Wallace (Vice President, Consolidated
Bathurst) sought clarification as to whether a
percentage of cargo was identified, to which Mr.
Stinnes responded that his wording was loose to
allow maximum competition, as this had been
the tenor of the meetings. Mr. Wallace stated his
concern was the specific mention of Canadian
ships or Canadian ownership, because from his
company’s standpoint he needed to move
product, and did not wish any restriction what-
ever. He wondered if an opportunity should be
given to allow more thorough review of this
proposal however, supporting the motion, Mr.
John Turpin, Canadian Transport, advocated
action on the motion, rather than to delay
matters to ‘‘a new meeting”’.

Mr. Toporowski endorsed Mr. Wallace’s
concern relating to identifying Canadian shipping
lines and commented that the events of the after-
noon had shown the need for shippers, carriers
and government officials to get together more
often to have this kind of useful interchange.

Dr. Camu, noting some hesitation, suggested
the motion was about ninety per cent perfect,
but like the Constitution, could be changed
subsequently. ““Better to record the reaction of
the group here, for or against!”’

Mr. Lochhead supported the addition of this
resolution to the five recommendations presented
earlier to the meeting by seminar spokesmen,
and proposed an amendment to accommodate
Mr. Wallace’s concerns, namely “to ensure free
access for Canadian shipping lines’ should be
amended to ‘‘for all shipping lines, including
Canadian shipping lines”. Carried.

Mr. McAngus’ CTC, made reference to his
study on South America, and offered to discuss
this with participants. Closing the panel, Dr.
Camu thanked all participants for their
contribution to a very interesting session.
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Summation

Mr. Wallace in his role as Conference Chairman
thanked Dr. Pierre Camu and his panelists for a
lively and memorable final session. He likened
the task of summarizing the day’s proceedings as
one where St. Peter himself would have had
difficulty, as the matter was complex, and the
individual inputs by knowledgeable people in
this all-day session had been supplemented in
individual contacts and discussions.

The key elements of the day’s proceedings
had been ~

¢ the Recommendations of the five seminars
¢ the Resolution from the floor
¢ the confirmation that transportation prob-

lems did exist for many companies trading

with developing countries

* the need-for users to obtain access to
‘“efficient service at the lowest possible
cost’’

e the rejection of protectionism, and the
need to eliminate this by adopting
appropriate and effective approaches -

e that this solution need not involve a Cana-

dian déepsea fleet

Mr. Hall took exception to this statement, and
Mr. Stinnes elaborated from the floor in the
following words:

“While it may not be in the interest of Cana-
dians to support a Canadian flag fleet, this
does not mean that it is not in the interest of
Canada to bave access to a Canadian flag
fleet”’.

e that stronger bilateral commercial
linkages should be created between
exporters and importers,

¢ that an Advisory Board be created to
advise government on such matters as
they affect international trade. (In this
regard, following the day'’s discussions with
carrier interests Mr. Wallace conceded that he
bad modified bis view expressed at the
Montreal seminar, and now supported the
inclusion of both shipper and carrier interests
in the proposes advisory board.)
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Mr. ‘Wallace thanked all participants in the
seminar series and in the day’s proceedings,
particularly those who had travelled from
overseas who had added so much to our under-
standing of the complex background to interna-
tional trade and transportation today. In closing,
Mr. Wallace thanked the organizers, and '
expressed -the wish that this be only the first of a
series of meetings of this nature.




Appendix A

- Exchange of correspondence between
Coalition and Minister for
International Trade

Ottawa, Ontario
-K1A 0G2

December 18, 1986

The Honourable Pat Carney, PC MP
Minister of International Trade
House of Commons

Ottawa, Ontario

K1A O6GA

Dear Minister:

The Exporters’ Coalition on Canadian Mari-
time Policy, comprising 17 organizations from
coast to coast representing over 80 percent of
Canada’s export trade, was organized in early
1984 out of a concern that Canada’s international
trade interest was not being adequately addressed
in the consideration of maritime shipping
policies. ,

The Coalition prepared and submitted the
exporter’s position to the Task Force on Deep
Sea shipping chaired by Professor Gunnar K.
Sletmo. The Task Force’s mandate was to
evaluate changing conditions in the international
shipping market and the possible need for
measures to encourage the expansion of Canada’s
deep-sea fleet.

The Task Force concluded that Canada’s
economic health depends upon the vitality of its
export sectors and, as such, shipping policies
cannot be separated and dealt with in isolation
from our overall trade policies. The Coalition
firmly supports this conclusion.

The Task Force, furthermore, correctly
recognized that international shipping is subject
to continuous change because of diverse and
often conflicting forces. There is increasing
evidence of disruptions in a number of Canadian
trades, particularly with certain developing
countries. o

In order to respond to this situation on a
current basis, the Coalition sees the urgent need
to again develop a trade position on a number of
issues relating to shipping policy.

The Coalition proposes to organize a series

- of seminars amongst importers and exporters

across Canada to develop and recommend poli-
cies that properly consider the importance of our
international trade in response to those changes.
Meetings would be held in each region in a
workshop format to identify all transportation
related trade problems and regional charac-
teristics in order to formulate recommendations.
A final conference would be held in Ottawa to -
develop a Canadian trade position through coor-
dination of regional input thereby ensuring that
the perspective of each region has been
considered. Your involvement in the final
conference would be desirable and provide a
valued contribution to the deliberations.

The officials in your Transportation Division
have always been very helpful to exporters and
importers in matters involving international ship-
ping. It is for this reason that the Coalition seeks
the active assistance and endorsement from you
and your department in our planned program to
formulate recommendations that will effectively
represent the vital interest of Canada’s Interna-
tional Trade during the review of Canadian
policy on international shipping.

We look forward to obtaining your support
for this endeavour, possibly through co-
sponsorship of the seminar series, and the active
participation of your department in this process.

Sincerely,

C.H.J. Hibbeln

Chairman

Exporters’ Coalition on
Canadian Maritime Policy
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Ottawa, Ontario
KlA 0G2

Mr. C HJ Hlbbeln
Chairman

Exporters’ Coalmon on
Canadian Maritime Policy
99 Bank Street, Suite 250
Ottawa, Ontario

K1P:5B9

Dear Mr Hibbeln:

Thank you for your letter of December 18, 1986,
which brings to my notice the impressive creden-
tials of the Exporters’ Coalition on Canadian
Maritime Policy, and the concerns of the Coali-
tion with respect to a number of shipping related
problems recently encountered in a number of
Canadian trades, particularly with certain
developmg countries.

As Minister for Intemational Trade, I am very
aware of the critical importance of efficient trans-
portation and distribution to the competitive
position of Canadian exporters abroad. I under-
stand that your particular concern relates to
restrictive cargo sharing legislation recently -
enacted by a number of South American coun-
tries, and that in seeking my Department’s co-
sponsorship of a series of seminars to discuss
possible solutions, you are anxious to ensure that
both exporters and importers are given the
opportunity to thoroughly discuss this complex
matter.

I am pleased that the Coalition has taken this
timely initiative and, as announced at the recent
annual meeting of the Canadian Export Associa-
tion'in Vancouver, can confirm that my Depart-
ment will be pleased to co-sponsor the workshop
seminar series with the objective of developing
recommendations on the most appropriate
measures which the Department and the Cana-
dian Government might consider and adopt in
the light of these chanhging circumstances.
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I appreciate the Exporters’ Coalition bringing this
matter to-my attention. With respect to your
kind invitation to participate in the final
conference in Ottawa, I would ask that you
contact my scheduling assistant, Ms. Marie
Ménard, at (613) 992-7332 with further details on
the date and time of this event.

I have asked Mr. 1.G. Lochhead, Dlrector of the
Transportation Division, Department of External -
Affairs, to participate as required and to coor-
dinate the Department’s input to the seminar
series. I would suggest you contact him at the
earliest opportunity to initiate the necessary plan-
ning and organization, and to finalize the detailed
terms of the Department’s co-sponsorship of this
worthwhile proposal.

Sincerely,

Pat Carney

e s g




- ““Trade vs Transportation Barriers”’

This excerpt from the Discussion Paper issued to
pre-registrants outlines the nature of problems
encountered by Canadians in international trade.
These background notes form the basis for
discussions in the workshops, where chairmen
encouraged participants to identify and discuss -
the key issues which emerge from review of
these dlscnmmatory measures.

Trade and Transportation

Most Canadians understand the national impor--
tance of trade. Statistics show that international
trade accounts for over 30 percent of our
national income. More than 3 million Canadian
jobs depend upon exports. All sectors of our
economy and all regions are affected by this
nation’s trade performance.

International trade is a highly competitive
game. In 1985, Canada’s exports totalled
27.8 percent of our Gross Domestic Product;
comparable figures for some other industrialized
countries were France at 22.2 percent, Italy at
' 23.7 percent, the United Kingdom at 26.5 per-
cent and the Federal Republic of Germany at
32.2- percent. Economies of scale and saturation
of domestic markets force countries to look
abroad for sales. In this environment, Canada
needs to exploit its strengths and to both guard:
and enhance its international competitiveness.

Competitiveness requires close attention to
markets and to costs. After the cost of produc-
tion, transportation is usually the second most
important cost factor in the landed price in
foreign markets. Transportation costs usually are

a more important element than customs duties or

sales taxes. To illustrate, 2 1985 sample of
30 exporters (including forestry, automotive

parts, processed foods, metals) revealed that two-

thirds reported that transportation represented
10 percent or more of the landed price of their
exports to all foreign destinations. In fact, close
to half of these exporters stated that transporta-
tion made up over 20 percent of the foreign
landed price of their products.
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While the United States clearly dominates in
Canada’s trading activity, Canadian companies
have always sought to expand by serving markets
beyond North America. Diversification in
marketing is prudent, and broader horizons
permit Canadian companies to expand and to
take fullest opportunity of economies of scale
and our comparative advantage.

Hence, it is not surprising that the less devel-
oped countries (LDC’s) are important markets for
many Canadian companies. The LDC’s purchased
$8.0 billion of Canadian goods in 1985 and $8.5
billion in 1986. Last year, those sales constituted
one-third of Canada’s offshore (i.e., non-USA)
exports.

The following chart was drawn from the
results of a recent survey produced for the
Department of External Affairs. The analysis for
the survey included the important observations
that:

“Overall, transportation costs in exporting to
the LDC’s tend to be higher in comparison
to the cost of shipments to Western Europe.
..LDC transportation costs as a percentage of
total delivered cost can be one and a half
times the comparative cost of shipments to
Western Europe. In addition, freight costs
often can be a significant hindrance to
smaller Canadian exporters who lack the
volumes needed to negotiate satisfactory
rates comparable to those enjoyed by their
larger counterparts. Exporters of lower value,
high volume commodities are also sensitive
to transportation costs in shipping to
LDC’s”.
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The Changing Environment for Shipping
Politics, economics and technology have dramati-

Technology has’ left its mark in increased
ship size, greater automation, computerization,
new handling (containers, ro-ro, lighter carriers
(Lash), heavy-lift capacity etc.) aboard ships and
in ports. Vessels become obsolete faster....already
we have witnessed several generations of
container ships. Ship management has modet-
nized, and shipboard skills have changed signifi-
cantly.

‘Economics have had a tremendous impact
as recession forced many shipowners into
bankruptcy or merger. Consortium-forming and
vertical integration (e.g. subsidiary offices
displacing independent shipping agents) are
found in all trades. Huge capital requirements for
new-buildings have limited the number of
companies (and banks) willing to consider ship-
ping investments. Fuel costs have resulted in
redesigned propulsion, hulls, engines and oper-

)

S
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AMERICA

cally changed ocean shipping since World War IL

“shipping has been further complicated by the
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ating speeds. Labour costs have promoted the
flight from traditional maritime flags to the flags
of convenience, and to some extent, have led to
the development of national fleets in .the v
developing world. : Co
Politics have recast the face of shipping, . ‘?
and the political impetus can have either a
multilateral/bloc or a national character.
Looking first at national politics, many coun-
tries have responded to the allure of a national
fleet for reasons of employment, balance of
payments of economic development. Others have
been mindful of the economic and strategic
vulnerability proven during wartime conditions.
Others have had distasteful experience in
negotiating with foreign dominated conferences.
The panacea to many is the national fleet. World

emergence of over 75 new states and new global
and regional blocs since World War II, many
with aspirations in shipping.




On a multinational level, politics have
produced many bilateral agreements and regional
cooperative endeavours in the interest of
promoting local political and economic aims. On
a broader front, particularly within the UNCTAD
(United Nations Conference on Trade and
Development) the establishment and expansion
of national merchant fleets of the developing
world have been set as a priority. The United
Nation’s Convention for a Code of conduct for
Liner Conferences was the product of an interna-
tional review of the conferences, including

- difficulties of negotiating with conferences and

ensuring participation of national lines. The Code
became the first internationally recognized instru-
ment to endorse a role for national lines, which
may entail cargo sharing arrangements.

. Within the UNCTAD there have been several
other initiatives designed to promote the growth
of merchant marines in the developing world.
Recent efforts sponsored by the developing
world focussed on the control of shipping by
multi-national corporations, the movement of
hydro-carbons, and the phasing out of flags-of-
convenience. Such initiatives to transfer control
and ownership of merchant fleets to the
developing world are in line with the premise
that countries that generate trade have a right to
transport it.

In this volatile environment, ownership of
the world fleet has been redistributed with the
developing countries making substantial gains.
From slightly over 6 percent in 1985, the
developing world’s fleet rose to 17.1 percent in
1985. Those countries are well on their way
towards their target of 20 percent by 1990.

MERCHANT FLEETS OF THE DEVELOPING WORLD
Growing and Not About to Leave the World Stage

10%

15%

Percentage of World DWT
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Restnctlons and Dlscrnmnatnon

Many developmg countrxes have adopted pohcxes
to expand their national shipping fleet. Unfor-
tunately in many instances the implementation of
these policies, and their application to interna-
tional shipping services, has often been without
prior consultation with industry or other govern-
ments. Such unilaterally imposed measures are
not appreciated by business interests who regard

them as restrictive, discriminatory and anti-
competitive: Business suffers inconvenience,
higher costs and ultimately reduced profits and -
lost markets due to measures dictated by foreign
governments. Such governments have shown
considerable ingenuity and dedication in-
designing and imposing a diverse range of restric-
tive barriers to trade, some of which are obvious
while others are hidden. These measures can
conveniently be grouped under five general
headings as follows:

Discriminator Berth Taxes banding Additional
d AC CESS TO PORTS Port 4 Priorities etc. # Procedures
. Charges National Flag Foreign Fiags Foreign Flags
) ) i Inter- Exclusion of Allocation Mandatory
L4 CARGO SHARES government Government to National National
.- . _ e Agreement ~ Cargo Flag Shipping Agency
) Exponllni” It Reservation Regulations Mandatory Extra duties
L ACCESS TO CARGO = h Liccnsepo of Specific Re Cargo Cargo . on goods if
~ Controls Commodities Delivery _ Pools Foreign Flag
T T Pressure Trade Contact or § . Inscrtion of National Resource, e
L o on Law Favourin, Flag Req Develog & Other
INDIREC METHODS A‘.:':. < Importers National Flzgg in Contact Policics linked to flag
Financial ¢ Preferential Spﬁcial Mandatory Bank or Government
Inducements i Exchange Specified Financial
° TRADE FINANCING National Flag Insurance Rates Currency Requirement

The last government report on shipping policy

provided a synopsis of the economic costs of flag

discrimination and stated in part that
““Additional costs attributable to flag discrimi-
nation arise from such diseconomies as
lower standards of service, over-tonnage, and
reduced competition. Balanced trade flows
(where ships move between two ports with
full loads in both directions) seldom occur at
the best of times in world shipping. In the
liner trades, ships often load and unload at
several ports en route to maximize vessel
use. Under conditions of flag discrimination,
more runs in ballast are encountered because

" of limitations on third-country movements.

Vessels are often under-utilized for want of
sufficient cargo; the costs of voyages with
little or no remunerative cargo must be reco-
vered from rates imposed on the cargo that
is carried. When competing carriers are
excluded, monopoly situations develop,
which can lead to less efficient service and
higher rates. Where bilateral trade is appor-
tioned on a 50/50 basis, there is little incen-
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tive for carriers to cut costs or to extend
their market shares through better service”.

and

“Flag discrimination has no doubt added to
the costs of international seaborne trade.
Estimates of the cumulative impact in terms
of extra freight paid on cargo affected have
ranged as high as $500 million. These esti-
mates must be treated with some caution,
however, as it is difficult to identify the
volumes and types of cargo affected by flag
discrimination and even more difficult to
quantify the premium attached to the freight
bill because of it”’

i



Effects of Discrimination of Canadian Trade:

, Although it is extremely difficult to quantify the

toll in added costs, and reduced efficiency and
competitiveness which LDC shipping restrictions
and discrimination have on Canadian exporters,
the impacts are real and tangible. A few brief
examples drawn from the 1985 survey for the
Department of External Affairs will serve to
graphically illustrate the barriers to trade that
discriminatory shipping policies have imposed:

An eastern Canada company shipping to
South America had arrangements under which
shipments were first to' be offered to the national
line, and if no ship was available they were then
free to go to an independent carrier. In this case
no national flag ship was available, and they
therefore went to an independent line for ship-
ping. While in the process of loading the

_independent line vessel, a call was received from

the south American customer ordering one-half
the shipment to be reserved to await the arrival
of a national line vessel. (A further condition of
the “normal arrangements’ also called for the
reservation of a minimum one-half of cargo to
the South American national line on demand.) As
more than half the cargo had already been
loaded on the independent line vessel, part of it
had to be disembarked, and one-half of the ship-
ment held and warehoused at the dock for a
week before the South American national line
vessel arrived.

In another case a Canadian engineering firm
manages projects in the LDC’s including the ship-
ping of all project equipment and materials. In a
project they cited, in a South Asian country, the
contract terms specified the use of the national
flag carrier — unless none were available.
However, in order to use another carrier, a
waiver is required, which in practical terms is
virtually impossible to obtain. To make
connection with a national flag vessel for a
particular shipment, the Canadian project
managers were ordered to ship the cargo to the
US west coast for pickup. They did so after
considerable delay, they found the shipment had
never been picked up, and subsequently they
were ordered to ship the cargo overland back
across the US for eventual pickup at New
York — all the project manager’s expense.

N R L N T R e o T T T

. An eastern Canadian company producing
woven yarn products for industrial and commer-
cial applications reported such extensive difficul-
ties in doing business with LDC countries in
South America and the Caribbean that they
decided to. forego the market entirely. Although
the problems were not exclusively with transpor-
tation, this was a major factor and they cited lack
of service to Canadian ports, national line
requirements, excessive documentation, lack of
alternative shipping competition, and high freight
rates as the difficulties in exporting to LDC
markets.

A western Canadian company producing
linerboard and sack kraft exports to a wide range
of LDC countries. The company reported that as
a direct result of lack of adequate and econom-
ical service due to national flag restrictions and
other anti-competitive policies of a LDC trading
partner, they have lost sales to that market.
Operation on tight margins made it economically
impossible to ship via alternative US ports.
Furthermore, faced with a monopoly by the
national flag carrier in the bilateral trade from
Canada, poor service and high rates, the
company has lost sales to more advantageously
situated suppliers with more competitive shipping
alternatives. '

Cargo reservation/national line requirements
have also forced some companies to become
involved directly in the maritime transportation
industry solely to overcome difficulties in getting
their product to market, efficiently and at a
competitive price. In order to secure adequate
ocean transport services one company inter-
viewed went so far as to purchase a shipping line
which in its fleet has a single national flag vessel
of one of its principal LDC customers. Through
the purchase of this shipping line the Canadian
exporter was able to gain access for this fleet to
the bilateral shipping trade with its LDC partner,
and thus maintain competitive rates in this partic-
ular shipping market. This extreme response was
determined to be necessary only after all
previous attempts to obtain waivers to use
competitively prices alternatives to the LDC
national lines had proved futile.
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In the face of these problems arising from
restrictive measures and the absence of an effec-
tive and determined Canadian government reac--
tion, Canadian companies have essentially two
choices. They may either entirely abandon a
particular market or conversely they may resign
themselves to accommodate foreign laws and -
regulations. - _ o

These: examples illustrate the types of. prob--
lems encountered and the lengths some exporters
are forced to go to maintain access to efficient,
competitively priced shipping. Some of these
remedies are available only to a few very large
companies with a high volume: of traffic and
financial reserves to match. They are not viable
alternative for .the vast majority of companies,
and serve to highlight the impotence of small and
medium sized shippers when faced with LDC
governments. committed to discriminatory and
restrictive shippsing policies.
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Appendix C

.Seminar Workshop Questionnaire

e Intros, Format of Workshop

® Our purpose today is to identify and discuss

the various transport related problems encoun-

tered by exporters and importers, to identify

their views on how industry should respond to

these changed circumstances, and if necessary to

identify areas where change in Canadian -

government policy may be necessary.

¢ It will be useful to find out at these seminars

whether exporters and importers have noticed

any increase in the frequency of difficulties

encountered, and if they have; can identify the

trade in which problems are occurring; :

® As we proceed, it will be important to continu-

ally ask ourselves three questions:

® can we, as industry, resolve the problems?

® can we improve on the present approach used
. to deal with these situations?

¢ can the problem be effectively handlcd within
the admit of existing CANADIAN policy?

* Our introductory speakers have refreshed our

memory of the reading material provided in the

Background Paper. They have described the

- genesis of many of the difficulties which many of

us face today — the changing face of interna-

tional shipping, and the introduction of measures

by many developing countries in order to build

up their national merchant fleets.

We will be looking at questions such as
whether exporters and importers accept the
sovereign right of states to adopt policies
appropriate to their own domCStIC economic
circumstances?

A complementary question is whether we as
Canadians should be considering ways and means

to formalize a closer relationship with our trading

partners at the other end of the trade, with a
view to jointly examining the effects of
discriminatory practise, and developing joint
action to facilitate our bilateral trade?

We shall in fact examine several aspects of
this question in more detail later in the program,
so we shall return to the question of how this
might best be done.

While Canadians may wonder why a -
developing country would choose shipping as a
development priority, nevertheless it appears we
acknowledge their right to develop thelr national
fleets. /

If however appears that it is the means to
this end that is causing us, together with other
western nations, certain difficulties. We, as
exporters and importers, never forget that ship-
ping is a service industry. Shipping services trade
by carrying its cargo. In logic therefore it is not
unnatural that those dedicated to developing
shipping expertise have quickly discovered that
captive cargo, or guaranteed access to cargo,
goes a long way towards resolving a. natlonal
carrier’s most basic need.

Cargo sharing as a principle is now
legitimised in international law in provisions of
the UNCTAD Code of Conduct for Liner Confer-
ences, which also.advocates the designation of
national lines. National shipping legislation and
regulations in many developing countries further
authenticate and reflect various aspects of cargo

sharing; including the issuance of special waivers .

to allow foreign carriers access to ‘‘national’’
cargoes, and the establishment of central freight
bureaux. In addition to these legal devices of
support, discriminatory measures have been
introduced in certain trades with the same objec-
tive in mind. Carriers have encountered, for
example, port access problems, tarriff differen-
tials and berthing priorities favouring national
flag fleets. A distinction might be made, in
developing Canada’s responses, to those actions
which are not condoned in international
standards. .

Examples of these restrictions are glven in
the outline of the seminar agenda. Issue 1, (a),
(b), (c) and (d)

ARE EXPORTERS SATISFIED WITH
EXISTING OCEAN TRANSPORTATION
SERVICES, OR, IS THERE A BETTER WAY?
Issue 1:

Restrictions: Around the world, Canadians
have been affected by a variety of
shipping restrictions. Some
examples are:
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(a) a Canadian exporter is not permitted to use
ships operated by its subsidiary, but is forced
by foreign law to use national flag vessels,
notwithstanding greater cost and in-
convenience;

(b) a condition of obtaining foreign exchange for
Canadian goods or a preferential rate of duty
is to use national flag vessels of the trading
partner even though service is infrequent;

(c) after competitive bids are received from
several carriers, a Canadian exporter is forced
to use the higher cost national line that had

- sought and received its government’s protec-
tion-in implementing cargo reservation;

(d) a Canadian exporter’s production schedule is -

- threatened because warehousing space is
clogged due to the failure of a national line to
honour arrival dates; waivers to use foreign
Ships are virtually 1rnpossxblc to obtain expe-
dmously ,

1.*Do you feel that these situations are manage-
able, or should Canada be more active in -
addressing such restrictions? (It is interesting to
note that the President of Saguenay Shipping in
1982 forecast the increase of regulation on major
general cargo routes by bilateral trading agree-
ments. He observed at that time that ‘“‘the fact
the Government of Canada failed to recognize
this inevitability was of no consequence, given
the reality of the results in the rest of the world
that protective attltudes and natlonal aspirations
were generating.”

2. ® Could our export competitiveness be
enhanced by more active intervention?

3. ® Have you been affected by any similar ship-
ping or cargo restrictions, or have sales been lost
or profits curtailed?

4. ® Do you believe it likely that developing
countries over time may change their policy
priorities dedicated to the development of
national fleets? (Bear in mind the latest OECD-
efforts within UNCTAD which are aimed at
promoting acceptance within the developing
world of efficiency orientated economic policies)

48

IF CHANGE 1S NEEDED, WHAT SHOULD BE
THE BASIS?

Issue 1:

World Practnces. When other nations face
shipping restrictions, several
different responses have
emerged. Some examples are:

(@) the Federal Maritime Commission in the
United States has the authority to investigate -
actions harmful to the commerce of the.
United States, and to 1mpose punitive or
corrective measures. :

(b) the United Kingdom'’s Merchant Shlpplng Act.
1974 provides broad powers for the govern- -
ment to intervene if British shipping or trade
interests suffer from discrimination.

(c) Norway concluded an agreement with Korea
whereby the parties shall grant the same treat-
ment to the other’s vessels as it affords to its
own vessels engaged in international trade.

(d) Many nations have concluded maritime agree-.
ments that include cargo sharing, for example
the Federal Republic of Germany’s agreement-
with Cote d’Ivoire and Italy’s agreement with
Morocco call for 40-40-20 percent cargo
shares (i.e. exporting country-lmpomng
country-third party shares)

5. ® Should certain practises adopted by other
western countries be contemplated for adoption
by Canada?

Canada’s policy does not appear to offer
solutions in international situations where there is
a basic conflict between two national policies,
one dedicated to competmon, the other to cargo
reservation.

6. ® In such circumstances do you believe
changes may be necessary to Canadian trade
policy to ensure Canada trade interests are not
jeopordized by these developments?

7. ® Is free competition possible in some trades?




+ 8. ® Should Canada accept a situation where

foreign law creates a shipping monopoly for the
national merchant fleet

— of another nation?
— of Canada?

9. ® Could Canadian exporters and importers
accept, in the light of todays circumstances, the
need to consider the following range of -
approaches in order to maintain conpetition or at
least partial competition in shipping?

Whlch do you find acceptable?
10 (1) unrestncted competmon?

11. (ii) reservation of certam cargoes to nauonal
fleets? . R

12. (iii) conference monopoly?

13. (iv) reservation of fixed percentage of cargo
to national fleets (Liner Code formula
e 40 40-20)?

14. (v) equitable participation in trade (ie 50%)?
15. (vi) 100% cargo reservation?

16. ® What alternatives do Canadian
exporters/government have to satisfactorily

handle this or simular situations?

17. ® Would the adoption of the cargo sharing
provisions of the UN Liner Code be justified?

18. — In Toto?

19. — With the Brussels Code provisions
protecting intra — OECD trade?
* How does Canada presently respond when
restrictive shipping practises are :
encountered?

(This question may be addressed to the

. External Affairs representative present)

20. » Should there be a formal channel for -
reporting instances of restrictive shipping prac-
tises affecting trade interests?

21. ® Where should it be?

External Affairs
Transport Canada
Canadian Transport’
Commission

What Approach or Process should be
Recommended? :
When Competition in Shipping is Restricted?

Issue 1: Upon encountering restrictive shipping
~ practices in another country, it would
appear that several alternative
approaches are available to Canada
these would include:

(@) continuation of current Canadian practices

(b) commercial solutions that may or may not
require governmental support '

(c) government-to-government consultatxons to
find solutions

(d) formal negotiations designed to produce a
treaty or agreement ,

(e) defensive shipping policies

() some combination of the above

22. Which of the aforementioned is most effective
from the viewpoint of Canada’s trade interest?

Issue 2:

Elaboration: Once a general approach is
selected, many detailed elements
must be considered, such as what
guidelines should be set, what
consultative mechanism should be
established to obtain inputs form
Canadian parties, who should be
involved, etc.

23. .How should the system be
instituted to best reflect the
interests of Canada’s trade
community?
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24. * Do you believe a Canadian Government
response should be developed l
— as and when requrred on a case: by case -
basis?
— only after a formal process.of consultatron
— with trade interests?
— with shipping interest?
- and ,
An assessment of relevance of issue
— on trade issues
— on Canada’s bilateral relationship wrth
_country in question :
— on Canada’s multilateral commlttments
—on shrpprng interests. )
25. Do you accept that the relative seriousness.
of the issue will dictate the manner and timing of
the Canadian intervention?

eg. — as an agenda 1tem for regular tracle
discussions
— embassy intervention
— diplomatic note =~
— Ministerial intervention

-When discussing which aproach or process
should be recommended when competition in
shipping is restricted, it may be useful to separate
our thinking and responses between commercial
and governmental approaches to solutions

For example

26 * Which do you consider the most
appropriate forum, in order of merit, for bilateral
discussion and resolution of shipping related
problems of Canadian trade?

(1) bilateral meetings of commercial shipping

interests? '

(2) bilateral meetings of shippers?

(3) government — government shipping
discussions?

(4) government — government trade
discussions?

: e

Current shipping policy acknowledges the
possibility of shipping agreements with
developing countries to ensure that Canadian are
able to participate in these trades.

50

OECD countries rncleecl have many such agree-
ments in place. S

27. * Do exporters favour the concept of bilateral
trade agreements with approprrate shipping -
related clauses?

Some governments favour an umbrella agree-
ment drawn up to.stipulate the important terms.
which should govern trade ancl shrpprng between
countries.

128. ® Would such agreement be aeceptable to

exporters/importers — if other country -
proposes? — if such arrangement is cleemed to
resolve impasse? ‘ - ,

29. What in the view of exporters/importers
should be addressed in the model contents of
such agreement?

® MFN treatment

* non-discriminatory treatment

® reciprocity

® accreditation or deslgnatron of national
carriers

shipper — shipper consultation -
shipper — carrier relations

resolution of freight rate issues

access to ports :

cargo access/reservation

How should trade mterests make them-
selves understood

We talkecl briefly-at the beginning of our discus- -
sion about the possibility of enhancing dialogue
between Canadian and overseas exporters and
importers as a means of enlisting one anothers’
support in lobbying government, to ensure
priority is given to.the facilitation of trade.

30 * How might this best be done?

31. ® Could more research in this area be
encouraged in Canada? Should universities
consider some of the issues, or should trade and
industry associations sponsor surveys?




e

. 32. * Should early action be encouraged.

regarding the recommendation of the ““Task
Force on Deep-Sea Shipping.” to create a govern-
ment/industry Advisory Board to monitor on an
ongoing basis the international shlppmg
environment?

33. @ Should there be more discussion of trade
and maritime issues, for example at meetings
convened by Canadian associations, or at peri-
odic workshops?

Issue 2:

Publicizing

Positions: Trade concerns must be made
known forcefully so.that everything
possible is done to preserve and
improve Canada’s international
competitiveness.

"'34. ® What should the trade community do with

carriers?
35. ® With government?

36 e With the media? In what manner should
our views be publicized?

* invite any other perspectives on this issue,
prior to summing up.

Sum up proceedings
Invitation to National Conference
Adjourn
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Appendix D

CANADA’S TRADE COMMUNITY SPEAKS UP
Conference
08:00 REGISTRATION

09:00 WELCOME

_e C.HJ. Hibbeln, Vice-Président, Trans-

portation Services, Noranda Sales
Corporation Ltd.

09:05 OPENING REMARKS — CONFERENCE
CHAIRMAN

e D.J. Wallace, Director of Transporta-
tion, Consolidated — Bathurst Inc.

09:10 CROSS-CANADA VIEWS

Summary of a series of Seminars held in
April and May

® 1.G. Lochhead, Director, Transporta-
tion Division, Department of External
Affairs

® G.E. Bennett, Vice-President, Trans-
-portation, Council of Forest Industries
of British Columbia

¢ J.F. Howard, President, Alberta Inter-
national Services Ltd.

® D.R. Gillelan, Traffic Manager, ERCO,
Division of Tenneco Canada Inc.

¢ J. Anderson, Traffic Manager James
Maclaren Inc.

® C.S. Dickson, General Manager,
Atlantic Provinces Transportation
Commission '

09:40 ADDRESS
Presentation on the international setting
* A. Bouayad, Director, Shipping Divi-

sion, United Nations Conference on
Trade and Development.
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10:00 PANEL 1 — EXPORTERS AND
IMPORTERS: THE ONES WHO PAY THE
~ PIPER, THE ONES WHO. CALL THE TUNE

11:00

11:15

Presentations and’ question period

* R.A. Kilpatrick, Assistant Deputy
Minister, International Trade Develop-

- ment Branch, Department of External
Affairs (MODERATOR)

* T.M. Apsey, President, Council of
Forest Industries of British Columbia

® A. Bouayad, Director, Shipping Divi-
sion, United Nations Conference on
Trade and Development

~® J.A. Martinez Rojas, President, Latin
-American’ Federatlon of Shippers’
.Councils

* A.W. Morrison, Manager Marketing
North America, Cape Breton Develop-
ment Corporation '

BREAK

PANEL 2 — CANADIAN SHIPPERS AND
CARRIERS — IS THERE A COMMONALITY
OF INTEREST?

Presentation and question period -

e W.C. Winegard, M.P., Chairman,

" House of Commons Standing
Committee on External Affairs and
International Trade (MODERATOR)

® C.P. Robitaille, Executive Vice-
Président, Gillespie-Munro Inc.

* M.Stinnes, Chief Executive Officer,
Stinnes Investments Inc.

® R.J. Toporowski, Manager, Transporta-
tion Planning, MacMillan-Bloedel Ltd.

12:15 LUNCHEON

Delegates Lounge, FII'SI Floor, Conference
Centre

. ¢ ADDRESS — W.G. Deeks, President,
Noranda Sales Corporation Ltd.




14:00 PANEL 3 — APPROACHES TO POLICY —
FACTORS AND WHAT INDUSTRY
ADVOCATES

Presentations and-question period

*C.A. Barrett, Vice-Président, Research,
The Conference Board of Canada
(MODERATOR)

¢ R. Humphrey, Head, Maritime Trans-
port and Tourism Division, Organiza-
tion for Economic Co-operation and
Development

* G.L. Phippen, President, Institutional
Consultants (International) Ltd.

¢ J. Turpin, Vice-President, Canadian
Transport Company Ltd.

¢ D.S. Wiersma, Manager, Transporta-
tion, The Canadian Manufacturers’
Association

15:30 BREAK

15:45 PANEL 4 — CARRYING INDUSTRY’S
MESSAGE IN OTTAWA ’

Presentation and question period

¢ P. Camu, Vice-President, Lavalin Inc.
(MODERATOR)

* A.G. Burnett, Manager, Offshore
Project, Fednav Ltd.

¢ C.H. Hibbeln, Vice-President, Trans-
portation Services, Noranda Sales
Corporation Ltd.

¢ D.M. Pratt, Director-General, Marine
Policy and Programs, Transport
Canada




Appendix E
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Transport Canada — Marine — A Shipping Policy
for Canada — TP1676 — Ottawa 1979.

Transport Canada — Marine — Examination of
the Defensive Deep Sea Shipping Strategy —
TP4918E — Ottawa — 1983.

Transporf Canada — Marine — Task Force on
Deep-Sea Shipping: Report to the Minister of
Transport — TP6347E — Ottawa — 1985.

External Affairs Canada — Canada’s Export Trade
and Transportation to the Less Developed Coun-
tries — Ottawa — 1986.

Canadian Transport Commission — Conditions in

Canada — South America Ocean Shipping Trades
— Ottawa — 1986.
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! Appendix F

CANADA’S TRADE COMMUNITY SPEAKS UP
LE MILIEU CANADIEN DU COMMERCE EXTERIEUR SE PRONONCE i

Co- sponsored by:

The Exporters’s Coalition on Canadian Maritime Policy
f The International Trade Branch Department of External Affairs

Conférence coparrainée par:

La Coalition des exporteurs sur politique de transport maritime du Canada
Le Secteur de ’Expansion du commerce extérieur, ministére des Affaires extérieures

; JUNE 4, 1987 — LE 4 JUIN 1987 )

% GOVERNMENT CONFERENCE CENTRE — CENTRE DES CONFERENCES DU GOUVERNEMENT

LIST OF PARTICIPANTS — LISTE DES PARTICIPANTS

.NAME/ NOM COMPANY/SOCIETE

*John ANDERSON B : ‘ James MacLaren Inc.
Georges ANSELL S ' : Transport Canada

W.H. ALEXANDER : ERCO Canada, Toronto ‘

] *T.M. (Mike) APSEY : : Council of Forest Industries of Brmsh Columbia

. *Charles BARRETT The Conference Board of Canada

{ *G.E. (Gerry) BENNETT : , Council of Forest Industries of British Columbia

] Pierre R. BERNARD Pouliot, Mercure et Associés, Montreal
*Abderrahmane BOUAYAD o United Nations Conference on Trade and

, . Development

Norman BOWEN L Toronto Harbour Commissioners, Ottawa
Michael BROAD B & K Shipping Agency, Montreal
Glen BROCK - - : : . J.M. Asbestos Inc.
F.H. BURGESS Babcock & Wilcox Canada
*Anne BURNETT : FEDNAV Ltd.
Horacio CALVO LOGTRANS, Montreal
Veronica CAMPBELL - . CAST North America (1983) Ltd., Montreal
*Pierre CAMU Lavalin Inc. .

| Jacques CASTONGUAY o DRIE '

] David W. CHURCH - ' Canadian Pulp and Paper Association, Montreal
Melitta CIBIC ARICO Canada Ltd.
Walter A. CIBIC : K-W International Shipping Inc.

: Brian CRAWFORD CHEMETICS Internauonal Company, Toronto

‘ * denotes program participant
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Walter DAVIS

*William George (Bill) DEEKS -

*Craig DICKSON
Brenda DUNBARD

Joel EATON

G.L (George) FAFOUTIS
Daniel FALAISE

Charlie FOSTER

John FUCHS

Walter GERRARD

*D.R. (David) GILLELAN
Margaret GLOVER =
Nathan GOLDMAN
Geoffery GREENWOOD -
M. Abou GUENDIA

T. Norman HALL

Bill HARSH

Cynthia HARTMAN
W.R. HAYWARD
David P. HERLE :
*C.HJ]J. (Carl) HIBBELN
Sue HILL :
Henry- HOMELBERG
Georges N. HOMSY
*F.H. (Joe) HOWARD
*Roy HUMPHREY

Stein JAHNSEN

Raymond W. JOHNSON
Peter JONES

Andrew KAMPF

Ed KARGL

Janet KAVANAGH

Vijay KAWATRA

B.K. (Brendan) KENNEDY
Dave KHOSLA -

Andrew KIBEDI

¢ |

* denotes program participant
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‘ULS International Inc.

Noranda.Sales Corporation Ltd.
Atlantic Provinces Transportation Commission

~Canadian Association of Fish Exporters, Ottawa -

G.W. Martin Lumber Ltd.; Harcourt

Kruger Paper, Montreal

Saguenay Shipping
DRIE, Moncton
Labour Canada

DrummOnd Transportatlon Serv1ces Lid., Calgary
ERCO Canada

Department of Finance’

Magna Cargo, Montreal

- Columbus Line Canada Ltd., Montreal

External Affairs, Ottawa

Canadian Shipowners Assoc1atlon Ottawa
Boyd International, Ottawa .

South America Trade Development

Goodyear Canada, Toronto ‘

Canada Steamship Lines Inc., Montreal
Noranda Sales Corporation Ltd.

Pacific Atlantic Consulting

Magna Cargo, Montreal

HHH General Trading Company Inc., Montreal
Alberta Intermodal Services Ltd. . .
Organization for Economic Cooperatlon &
Development

Alberta Economic Development and Trade, - :
Edmonton

Canada Steamship Lines Inc., Montreal
FEDNAYV, Montreal

Joseph E. Seagram and Sons, Montreal
Johnston Terminals Ltd., Vancouver
Transport Canada

Energy Mines and Ressources

Canadian Saltfish Corporation, Saint John’s
Consumer and Corporate Affairs

- Ministry of Transportation & Communications;-

Toronto




*R.A. (Al) KILPATRICK

Robert LAFOND
Josée LAPOINTE
Marcelle LAPOINTE
Roger L. LARSON
Patrick LAURENT
*1.G. LOCHHEAD
Bill LONG

John MacANGUS
Joseph MAKIN
Grant MANNERY

*Jose Antonio MARTINEZ ROJAS

Doug MASSON
Rand MATHESON
Hani-MATTA
Duncan MAXWELL
Howard McCOURT

“D.R. McINROY

Harold McNAIRNAY
Barry McVEY

Jim MOORE

Ginette MORIN
*Wayne MORRISON
Soraya MOULDI
John MURPHY

John NEUFELD
Ed NOVAC
Mel NUNWEILER

Heinz OLLEK
Thomas J. OPENSHAW

Madeleine PAQUIN

Ross PASTOR ,
David PATTERSON-STEWARD
Doug PELKOLA

John PENMAN

Frank B. PETERSON

*Gordon L. PHIPPEN

Al POMEROY

Keith POMKOSKI

Ben POPE

*Denis PRATT

Norman PRIDE

* denotes program participant

Department of External Affairs

Cargo Expeditors, Montreal

ACTEL Télécommunications Inc., Aylmer
Canadian Export Association

Canadian Fertilizer Institute, Ottawa
DANZAS (Canada) Ltd., Montreal
Department of External Affairs

Department of Commerce and Technology,
Fredncton

Transport Canada

Department of External Affairs, Ottawa
Transport Canada

Latin American Federation of Shippers’ Councils
KERR Steamship, Montreal

Seaports and Shipping World

Port of Montreal

ULS International Inc.

Export Development Corporation, Ottawa
McCain Foods Ltd.

Department of External Afairs, Ottawa
Saguenay Shipping

Canadian Export Association

Transport Canada

Cape Breton Development Corporation
SCAC Transport Canada Inc., Montreal
COMINCO, Toronto

Ogilvie Mills Ltd., Montreal
COMINCO, Toronto
Canadian Forest Products Ltd., Vancouver

Kuehne-Nagel International Ltd., Montreal
Canadian Pulp and Paper Association, Montreal

March Shipping, Montreal :

NEDCO Division of Westfurne Que., Montreal
Globe and Mail, Ottawa

Department of External Affairs, Ottawa-
Protos Shipping

Montreal Shipping Inc., Montreal
Institutional Consultants (Intemauonal) Ltd..
Somavrac Inc., Montreal

Associated Copferences Secretanat,,Montreal
Shipping Federation of Canada, Montreal
Transport Canada

Beacon International, Montreal




Paul QUINNEY

Mike REDHEAD

Gilles REMILLARD :

Santiago REYES

Glen ROBINSON

*Conrad P. ROBITAILLE
W.M. (Mike) ROBSON

Richard J. RUSK
Robert RUSSELL
Leo RYAN

Jerry RYSANEK

S.D. (Sam) SALMON
Brian SCHUMACHER
‘George SCHUTHE
R.A. SEQUIN

Tom SHENSTONE
Hugues SMERTNIK
Merrill SMITH

Al STARUCH

W.L. STEPHENSON
*Mathias STINNES
Hans STOGER
David SUTTON

R.J. (Bob)"TAYLOR

Rod TAYLOR

Michael TEIXEIRA

Jean-Michel TESSIER

Guy TOMBS

*Robert J. (Bob) TOPOROWSKI
*Jon TURPIN

Donald J. WALLACE

Les WARD .

Franz P. WEBER

Gordon WENDT .

*Don S. WIERSMA:

Claudette WILLIAMS
*William C. WINEGARD, M. P
Douglas WURTELE

Gail ZAMRADNITZKY

¢

* denotes p\r‘ogram participant
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Canadian Chamber of Commerce, Ottawa

Seabridg-c International Shipping Inc., Montreal =
Affiliated Customs Brokers, Montreal
Embassy of Columbia -

‘Department of External Affairs, Ottawa

Gillespie-Munro Inc.
Council of Forest Industries of Brxtxsh Columbxa

Stlkeman, Elliot, Montreal

March Shipping, Montreal

Journal of Commerce, Westmount -
Transport Canada :

DOMTAR, Montreal

External Affairs, Ottawa

Montreal Shipping, Ottawa

Westward, Montreal

Department of Finance ‘

SAGA Transport (Canada) Ltd., Montreal
Agriculture Canada

Department of Regional Industrial Expansmn
Firestone Canada Inc., Toronto

Stinnes Investment Inc

Gibson Shipbrokers Ltd., Montrcal ’
Shell Canada, Toronto

Meadows, Toronto

Ministry of Transportation & Communications
DANZAS (Canada) Ltd., Montreal

Port of Quebec

Guy Tombs Ltd., Montreal

MacMillan-Bloedel

Canadian Transport Company Ltd.

Consolidated-Bathurst Inc.

Transport Canada

Canadian Board of Marine Underwrlters Toronto
DRIE

The Canadian Manufacturers’ Assocmtlon

DRIE _

House of Commons Standing Committee
Transport Canada

Transport Canada
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