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SEAWAY OPENING
Seaway’s 60th anniversary has deep roots

Photo: The St. Lawrence Seaway Management Corporation

BY ALEX BINKLEY

While the Seaway marks its 60th anniversary this year,
the idea for a deep draft waterway between the Great
Lakes and the St. Lawrence River has deep historical roots.
The Seaway was officially opened on June 26, 1959, by
Queen Elizabeth, Prime Minister John Diefenbaker and
President Dwight Eisenhower.
The vision of a seaway can be traced back to 1895 when
the joint U.S.-Canadian Deep Waterways Commission was
formed to study the feasibility of building such a waterway.
Historical accounts say that was followed by an International Joint Commission study in 1909, but no action was
taken. By 1900, a complete network of shallow draft canals
allowed
uninterrupted
navigation
from
Lake
Superior to Montreal. The first real step in creating the
modern Seaway came in 1932 with the completion of the
fourth Welland Canal.
In 1949, Canada and the U.S. signed the Great Lakes-St.
Lawrence Deep Waterway Treaty. When that didn’t lead to
any immediate action, support for a better marine link than
the existing canals grew and the two countries undertook
another study by the Deep Waterways Commission.
Through the early 1950s some joint projects were carried
out to improve shipping through the existing canals. In
1954, Parliament passed the St. Lawrence Seaway Authority
Act and the U.S. set up the Seaway Development Corp. Finally the two countries agreed on building the Seaway at a
cost of $470.3 million, of which Canada paid $336.5 million.
6 • Canadian Sailings • March 18, 2019

Simcoe through St. Lambert Lock on
April 25, 1959.

To build the Seaway, Canada had to expropriate land
for the Montreal-Lake Ontario series of locks, which included moving about 6,500 people to new homes in Long
Sault, Ingleside and Iroquois. On April 25, 1959, icebreaker D’Iberville began the first through transit of the
Seaway. The official opening in June was marked with special celebrations in both countries.
For the first 39 years, the Canadian locks were operated by the St. Lawrence Seaway Authority, a division of
Transport Canada. Then the St. Lawrence Seaway Management Corp. (SLSMC) was founded under amendments
to the Canada Marine Act passed by Parliament in 1998.
SLSMC took operational control, while the federal government continues to own the infrastructure and acts as
regulator.
There are lots of milestones along the way. Of special
significance to Canadian shipowners was the removal of

SEAWAY OPENING
a 25 per cent duty on foreign built ships that then Finance
Minister Jim Flaherty axed in his 2010 budget. That led to
a renewal of the Great Lakes fleet, which can be seen in
Algoma’s Equinox and CSL’s Trillium ships as well a new
vessels operated by Fednav and Canfornav.
Former Algoma President and CEO Ken Sorensen said
his first inspection of the new ship was an eye opener.
“From the dock, they look like one more ship. When you
step on board, everything is so different from what you’ve
seen before.”
On its 25th anniversary, President Ronald Reagan declared it The Year of the Seaway and June 27 Seaway Day.
In 1986, Congress approved changing the Seaway Development Corp. to an appropriated agency from a self-financing one, which ended its collection of tolls.

Queen
Elizabeth and
President Dwight
Eisenhower open the
St. Lawrence Seaway on
June 26, 1959.

Photo: Hans van der Aa

Canada has invested tens of millions of dollars upgrading the locks, installing new technology like Hands Free
Mooring, and implementing other cost-saving technologies. In 2012, SLSMC introduced the use of the Draft Information System, which combines satellite-based location
data and highly accurate hydrographic maps to model a
ship’s under-keel-clearance in 3D, allowing vessels to safely
transit the Seaway with an additional three inches of draft,
which allows for up to 400 tonnes of additional cargo to
be loaded.

Photo of the
construction of the
Seaway taken on
Nov. 22, 1956

Lower
Beauharnois Lock
1958
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SEAWAY OPENING
Seaway optimistic its 60th anniversary will be a year of
strong results
BY ALEX BINKLEY

Having posted its best results in a decade last year, St.
Lawrence Seaway Management Corporation (SLSMC) is
hoping to better that performance in 2019 as its marks its
60th anniversary. The Welland Canal will open on March 22
followed by the Montreal-Lake Ontario section on March
26. The Soo Locks are scheduled to open March 25.
The 40.9 million tonnes of cargo that passed through
the Seaway system in 2018 was 6.7 per cent higher than in
2017, and the best result since 2007. More than 12 million
tonnes of grain passed through the waterway, the largest
amount in two decades, and accounted for almost 20 per
cent of the traffic. Dry bulk goods shipments came in at
10.7 million tonnes followed by iron ore at 7.3 million
tonnes, trailed by liquid bulk, general cargo and coal.
SLSMC has announced a toll rate increase of 1 per cent for
the 2019 navigation season.
Bruce Hodgson, Director of Market Development at
SLSMC, thinks the increase in 2019 traffic will come from
last year’s top performers. “We see growth in the amount
of Canadian and U.S. grain we’ll handle this year. We’re
making efforts to attract more American export grain.” All
signs are plenty of Western and Ontario crop from 2018 remains to be shipped. In addition, high iron ore prices
should lead to more shipments through the Seaway, he
said. “We see the demand for iron ore pellets improving.”

SLSMC has offered incentive programs to attract new
business and they have brought in $37 million in new business over the last 11 years, he said. “Revenues cover our
operating costs and now consistently provide a surplus,
which contributes toward investments in asset renewal.
“However, we would say that continuing discussions on
NAFTA, tariffs and trade wars make for a level of uncertainty
in forecasting cargo.”
As opening day approaches, a close watch is kept on ice
conditions on the Great Lakes, which in recent years have
disrupted the opening of navigation in many parts of the
waterway. In late February, the U.S. National Oceanic and
Atmospheric Agency’s Great Lakes Environmental Research
Laboratory reported overall Great Lakes ice coverage to be
just over 60 per cent. While it’s not as bad as conditions in
2014 and 2015 that hindered navigation for weeks after the
Seaway opened, icebreaking would appear to be need at
least in Lake Superior and the St. Clair River.
The Great Lakes Environmental Research Laboratory reported that more than three-quarters of Lake Superior is
covered in ice right now, making it an above average winter
for ice. The thickest is in the Thunder Bay area. Coast Guard
spokeswoman Carol Launderville said it would have five
ships assigned to icebreaking and buoy tending in the Seaway. If ice conditions are severe, then at least one additional
March 18, 2019 • Canadian Sailings • 9

10 • Canadian Sailings • March 18, 2019

SEAWAY OPENING
icebreaker will be sent to Lake Superior.
Terence Bowles, SLSMC’s President and CEO, said technology modernization has made the waterway
more competitive. The introduction of
Hands Free Mooring and remote operation of locks from centralized operation control centres represents the
greatest advancement in operations
since the Seaway opened.
“It is gratifying to see that our efforts to boost system efficiency and
heighten our competitive position are
bearing strong results,” he said. “With
the elimination of tie-up lines for most
vessels, Seaway employees and vessel crews face fewer safety risks, and
vessels experience less wear and tear
as they enter and exit locks. This new
mooring technology eliminates the
need for special vessel fittings, enabling the Seaway to welcome a
broader range of ships from the world
fleet.
“With strong advancements in efficiency, safety and flexibility, the
stage has been set for a Seaway that
will effectively serve its stakeholders
for decades to come. We can truly say
that we are ready for the future!” he
said. The Highway H2O program has
also helped boost traffic on the Seaway.
Craig Middlebrook, Deputy Administrator of the U.S. Seaway Development Corp. said, “Total tonnage on
the Seaway exceeded the 5-, 10-, and
15-year averages, making 2018 an exceptionally strong shipping season. In
particular, we were pleased to see
heightened activity on the Seaway in
December. The investments in Seaway infrastructure and technology are
achieving greater efficiencies for our
customers and enhancing the binational waterway’s global competitiveness,” he said.
Bruce Burrows, President of Chamber of Marine Commerce (CMC), says
the 2018 results show “traffic is back
to pre-recession levels and we need
to take steps to take advantage of
this. “The way forward lies with increased international trade and cargo
diversification,” he said. Shipowners,

ports and shippers need to collaborate on measures to increase use of
the Seaway. CMC has unveiled a wish
list to build on 2018’s momentum including pilotage changes, a CanadaU.S. joint ballast water management
standard for the Great Lakes region,
more marine-related infrastructure investments and recognition of environmental concerns related to Canada’s
Oceans Protection Plan. It also wants
“governments to recognize that ships
are the most fuel-efficient and carbonfriendly way to move goods and an
important part of the solution to address climate change.”
Mike Broad, President of The Shipping Federation of Canada, says that
“If the U.S. economy stays strong,
cargo levels will match or even pass
the 2018 results.”
Mark McCormack, Transportation
Manager for Parrish & Heimbecker,
said the company had a great year in

2018 moving grain through the Seaway and expects “it should stay relatively the same” this year. While
Prairie-produced grain remains the
staple of P&H’s shipments from Thunder Bay, “we’ve seen a healthy increase in exports of Ontario grown
grain during the last four to five
years.” P&H loads grain on ships from
its terminals in Hamilton, Goderich,
Owen Sound and Port Colborne. Its
Toledo facility ships American grain
through the Seaway.
One commodity that could see increased movements this year is road
salt, which was in tight supply in Ontario this winter, because of problems
with North American suppliers last
year. A three month strike at a
Goderich area salt mine and problems
Cargill’s Cleveland area salt mine
added to the shortages caused by
greater than projected use of road salt
during the winter of 2017-18.
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Duluth-Superior truly became
a world port when the St.
Lawrence Seaway opened in
1959. This marine highway
linked our inland port to the
Atlantic Ocean, making it the
Upper Midwest’s
gateway to the world.

Today, we’re the No. 1 tonnage
port on the Great Lakes and
a multimodal hub for
global trade.
Much has changed in 60 years,
yet the Great Lakes St. Lawrence
Seaway system remains the
safest, most eﬃcient way to
move cargo in and out of
North America’s heartland.

duluthport.com

218.727.8525
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Making
Connections
For more than 100 years PortsToronto
has worked to make connections.
In the early 1900s we connected
the land and the lake to build
the waterfront and establish the
successful Port of Toronto.

More than 625 extra-wide slips.
Heated boat storage.

2.2 million metric tonnes of cargo.
5,600+ cruise ship passengers.

In 1939, PortsToronto built the
Billy Bishop Toronto City Airport so
Torontonians could connect with the
world, and the world could connect
with Toronto and all it has to offer.
Since then, PortsToronto has
continued to invest in the airport
to build it to be the ninth largest
in Canada, serving more than
20+ destinations and welcoming
approximately 2.8 million passengers
per year; grown the Port of Toronto to
be an integral inland port supporting
the city’s food and construction
industries; opened the Outer Harbour
Marina to provide boaters with an
oasis in the city; and continued to
protect and maintain the Toronto
Harbour and the Leslie Street Spit for
the enjoyment of all.
We are PortsToronto and we are
making connections.

PortsToronto.com
20+ destinations.
2.8 million passengers.
Less than 3 kms from downtown.
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Pilotage costs and reforms remain sore points
for Great Lakes transportation
BY ALEX BINKLEY
are in line for an eight per cent increase in2019.
Michael Broad, President of The Shipping Federation
of Canada, said the increases in U.S. pilotage fees are
substantial. “The pilots are trying to get as much money
as they can out of the system.” They basically are paid
double what Canadian pilots receive.”

Photo: Transport Canada

Bruce Burrows, President of Chamber of Marine Com-

It doesn’t take long for an interview about shipping on
the Great Lakes Seaway system to turn to the cost of marine pilotage. Few address the topic as bluntly as Bart Peters of Amsterdam-based Spliethoff Group. “Pilots in the
U.S. basically have the freedom to make decisions about
their own salary. They are running a government-sanctioned monopoly, there is no restriction on continuously
increasing their costs, so there is no incentive whatsoever
to ever bring costs down. Also, no one is ever responsible
if things go wrong.” Unless the United States and Canada
get serious about pilotage costs, “the Great Lakes trade
will not develop any further,” he said.
Echoing a frustration regularly heard among Canadian
shipowners, Peters points out that all Spliethoff ships
“have modern radar, sonar and GPS that could handle
much of the navigation assistance provided by pilots.
“For now, the pilotage issue kills jobs faster than we can
create jobs so, for 2019, prospects do not look good.
Shipowners like us have the freedom and the choice to
send their ships elsewhere to find better business in Europe, Latin America, Africa, Asia, instead of going into
the Great Lakes and pay these sky-high pilotage costs.”
Steve Fisher, Executive Director of the American Great
Lakes Ports Association, said the 2017 and 2018 pilotage
fees set by the U.S. Coast Guard are still before a Federal
District Court and in the meantime, shipping lines are
forced to pay them. Since 2015, the overall cost of pilotage has increased more than 40 percent and the pilots
March 18, 2019 • Canadian Sailings • 13
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merce, said the latest demand by
the U.S. pilots “is yet again another
outrageous proposed increase of a
costly government-mandated service. The system clearly needs reforming.” He said that “Canada and
the U.S. need to work together to
create pilotage services that both
promote safety and are efficient,
transparent and make the best use
of proven technology.”
Meanwhile it’s been 10 months
since Marc Gregoire presented the
Trudeau government with 39 recommendations for bringing Canadian
marine pilotage into the 21st century.
Both ShipFed and CMC hope to see
action on his report before the fall
election campaign begins. Broad
said the report’s recommendations
were terrific and a good first step in
Canada would be merging the Great
Lakes and Laurentian pilotage Authorities.
Burrows said the marine industry

BRUCE BURROWS

MARC GRÉGOIRE

wants action on the report’s proposals to modernize the role, governance model, labour structure, safety
framework, and tariff setting process
for the pilotage Authorities.

“Canada’s pilotage system has
not been overhauled in more than 40
years and is inefficient, inflexible,
out-of-date and desperately needs
to be modernized,” Burrows says.
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The government should “introduce legislation that promotes safety and provides greater transparency and oversight of pilotage services while making the best use of
proven and modern technology. The Gregoire report
would “achieve these goals while still maintaining the
highest levels of safety and reliability.”
“Pilotage costs have a long history of increasing at
rates that far exceed the rate of inflation,” he said. “Just
in the last five years, fees, salaries and benefits paid to licensed pilots have increased 3.4 times more than CPI.
For example, on the St. Lawrence River, the hourly cost
of pilotage exceeds the cost of the entire crew of a vessel, or more than double the cost of a vessel’s captain.”
These out-of-control costs “are a significant barrier to the
growth of marine transportation on the Great Lakes-St.
Lawrence River Waterway,” Burrows said.
Broad told the Commons transport committee last fall
there are problems with both the cost and the efficiency
of pilotage services. While pilotage services in Canada
have been very safe over the past 25 years, there are certainly areas for improvement, he said.
“Safety is the No. 1 thing because our ships are big,
expensive machines. We appreciate the job that pilots
do. I have always said that the pilots in Canada are some

of the top pilots anywhere in the world, but there’s room
for efficiency. “It is our view that the pilotage system is
unable to control costs or consistently provide users with
the level of service they require in a highly competitive
marine transportation environment,” Broad said. “The
system is outdated, inefficient, and costly. The Coast
Guard’s annual rate-setting process fosters continual conflict and animosity between pilots and the shipping companies they serve.”
Meanwhile U.S. pilots operate under “an antiquated
system that operates as a regulated monopoly and is
long overdue for reform. Shipowners are required by federal law to employ pilots. Since there is only one pilotage
company authorized in each geographic area, an effective monopoly exists.”
In the last decade, U.S. pilotage costs on the Great
Lakes have increased 165 per cent, Broad said. Individual
pilot compensation is set by the Coast Guard at
US$332,000 a year, and far exceeds the compensation of
similar mariners working in the Great Lakes. Today, the
daily cost of a Great Lakes pilot of about $10,000 exceeds
the daily cost of chartering the entire vessel and its crew.
“Runaway costs threaten the competitiveness of international commerce on the Seaway system,” he said.

A Leading Terminal
Operator
LOGISTEC provides high quality
cargo-handling services to marine
and industrial customers through
a strong network of strategically
located facilities in the Great
Lakes, the St. Lawrence River,
on the Eastern Seaboard of
North America, and in the
U.S. Gulf.
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Extending the Welland canal season would generate
more marine traffic, shippers say
BY ALEX BINKLEY

Ruhl was Algoma’s COO when he proposed the longer
shipping season to the Commons Transport Committee
last fall as it held hearings across the country on a Canadian Transportation and Logistics Strategy. The committee
released an interim report in late February that included a
recommendation that Transport Canada work with The St.
Lawrence Seaway Management Corp. (SLSMC) and its
users “to explore ways to increase year-round use of the
St. Lawrence Seaway to transport goods within central
Canada.” The review “should consider such issues as icebreaking capabilities, piloting fees, handling fees at terminals and docking fees,” the MPs agreed. While the
government has until mid-spring to respond to that recommendation, Bruce Hodgson, SLSMC’s Director of Marketing, said the issue is being discussed with domestic and
international ship operators and shippers. “We’ve looked
at the market and the indications are that a longer Welland
season would generate additional business. We’ll work
through the process of fully considering the idea.” One
possibility would be keeping it open for a few more days

Photo: Hugh Hawley

Keeping the Welland Canal open until mid-January
would allow shipping lines to generate more business and
ease highway congestion in southwestern Ontario, says
Gregg Ruhl, the new President and CEO of Algoma Central. “If the Welland Canal were to remain open just a few
more weeks, there would be hundreds and hundreds fewer
trucks on the road,” he says. “The longer season should
at least match the January 15 closing of the Soo Locks.”

in late December to see what happens, he said.
Ruhl told the Committee the Welland Canal is one of
the country’s biggest transportation bottlenecks because
it closes in late December when there still is plenty of cargo
to ship to the Greater Toronto Area, which “is the largest
economy in Canada.” It would require “some significant
investment, but not a lot, to keep the Welland Canal open
two or three weeks longer,” he said. “It’s a bit of a wasted
resource in that December-January time frame.” His remarks resonated with other carriers and shippers in Ontario
especially his comment that “Obviously, having it (the full
Seaway) open all season would be wonderful.”
CSL spokeswoman Brigitte Hebert said her company
would like the navigation season for the entire length of
the Seaway to be extended to mid-January. “The idea is
to trial a longer season in the Welland Canal and then work
toward extending it to the entire Seaway. However, to
make that possible, adequate icebreaking is needed to ensure the safe and efficient transit of ships, and the additional cost of keeping the shipping lanes open should be
borne by users.”
Steven Salmons, CEO of Port Windsor, said, “Intuitively,
I think we would all like to see an extension of the Welland
Canal for as long as possible and the Soo Locks too. Perhaps one day, with climate change, we may even see yearround shipping on the Great Lakes! “I would encourage
the Seaway Authority to continue to consult with the shipping industry and pursue investigations as to just how feasible is it to extend the season and verify market demand
and then they should be able to extend their operating
season,” he said. Of course, there may also be a factor of
demand that would be created by a longer season that is
not immediately apparent within the existing season of operations,” he said.
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SEAWAY OPENING

Photo: The St. Lawrence Seaway Management Corporation

Julia Fields, a spokeswoman for
Chamber of Marine Commerce, said
the organization “is committed to
finding ways to lengthen the Great
Lakes-Seaway shipping season, one
of the options being explored is delaying the closing of the Welland
Canal.”

There would still be seasonal and
engineering limitations to year-round
operation of the full Seaway. “We
can’t use an ice breaker in the locks,
and ultimately, we have to accept
that there does need to be a maintenance period to ensure the ongoing
reliability and re-conditioning of the
lock system.”
Tim Heney, Port of Thunder Bay
CEO, said “We applaud the efforts of
the St. Lawrence Seaway Management Corp. in extending the days of
operation of the system. The season
is now 20 per cent longer than it was
when the system opened. While extending the Welland season would
not have much of an impact on Thunder Bay, as most of our shipments
transit the entire system, it would,
however be viewed as a step in the
right direction.”
Larissa Fenn, spokeswoman for
Port of Hamilton, said it makes a
great deal of sense to look at extending the season, which would be beneficial to a number of port users,
including those engaged in steelmaking, agrifood and general cargo carriers. “An extended season would
have the overall effect of improving
port capacity by reducing stockpile
requirements,” she said. “It could reduce logistics costs for shippers currently being diverted to ground
transport, and may create new opportunities for commodities where
shippers are reluctant to use marine
due to the short season.”

Mike Broad, President of The Shipping Federation of Canada, said a review of the closure of the full Seaway
in late December should be made to
see if a longer season was possible.

Ruhl said that a longer Welland
season would enable Canadian ships
to deliver more gasoline and road
salt. In 2017, Algoma had ships “operating year round out of Goderich
delivering salt, mostly to U.S. communities that needed it. It was a harsh
winter.” However, with the Welland
closed, salt had to be trucked to from
Goderich into the Toronto area.
“That’s a route we can make by
water.”
Back in 1979, a study by the U.S.
Army Corps of Engineers concluded
that navigation on Lakes Superior,

450-441-2974
divex@divexmarine.com
www.divexmarine.com

Divex Marine Inc.
494, Rue Provost
St-Mathieu-de-Beloeil
Qc, J3G 2C9
CANADA


   

Hull Cleaning
Propeller and thrusters polishing
Custom manufacturing of parts (water intake grates,
propeller protective plates, casings, etc.)
Measuring the residual thickness of the steel (NDT)
Replacing sacrificial anodes
Installing cofferdams, blankings
Welding, drilling and cutting
General underwater inspections and construction work
General mechanics
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PAVING THE WAY
ON THE H20 HWY.
McAsphalt Marine Transportation Limited (MMTL) specializes
in providing marine transportation that goes the extra mile.
We pride ourselves in offering our customers the safest, most
environmentally friendly and efficient means of transportation
“on time, every time”.

Operating two Articulated
Tug/Barge (ATB) units, the
“Everlast/Norman McLeod”
and the “Leo A. McArthur/
John J. Carrick”, on the Great
Lakes, St. Lawrence Seaway
and Eastern Seaboard.
22 • Canadian Sailings • March 18, 2019

mcasphalt.com

SEAWAY OPENING
Huron and Michigan, as well as the St. Clair River and Lake
Erie, was possible year-round, and that navigation on Lake
Ontario was possible for ten months out of twelve. There
would have to be provisions for halting navigation if
weather conditions became unsafe for navigation.

to justify the incremental costs.

Shipping experts say that among the issues that
would need to be resolved to consider year-round Seaway operation are the level of additional capital expenditures that may be needed, keeping the locks free of
ice, providing suitable icebreakers to keep shipping
lanes open, potentially higher pilotage costs and
whether there would be a sufficient increase in business

Any discussion of a longer season will bring to mind
Federal Biscay getting stuck in the ice at Snell Lock in
Massena, NY, in January 2018. It took three days to free
her, during which time four other ships were held up. Eventually they all reached Montreal. High-pressurized steam
was the main tool used to free the ship, though several tug
boats were also deployed.

Photo: Earl Minnis

Jean Aubry-Morin, SLSMC’s Vice-President of External
Relations, told the Transport Committee that the Seaway
has increased its expertise in operating during winter
months and increased its season to 286 days from the 262
days from when the Corporation was created. “Climate
change has allowed us to operate the Seaway in winter for
a much longer period than we could have imagined twenty
years ago. Water and ambient temperatures have changed
by about two and a half degrees, allowing us to extend the
navigation season in a safe and continuous manner. We
look forward to continuing to optimize the navigation season in the future.”
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SEAWAY OPENING
Seaway examining new traffic growth ideas
BY ALEX BINKLEY
The St. Lawrence Seaway Management Corporation
(SLSMC) and its shipper and shipping partners are looking at old and new possibilities for growing traffic. Transshipping Prairie crude oil to refineries in Quebec and
Saint John as well as overseas customers, has been proposed before, and is still being looked at, says Bruce
Hodgson, Director of Market Development for the Seaway Management Corp. “The dream isn’t going away.”
Last fall, he told the Commons Transport Committee that
shipping crude oil on the Seaway-Great Lakes is feasible.
“We’ve worked very closely with the railways in developing the total supply chain.” Delivering crude in tank cars
to Thunder Bay for loading on tankers means a much
quicker turnaround of their cars for the railways rather
than hauling the oil all the way to the St. Lawrence River.
“The option we’ve been working on is Thunder Bay to
Quebec City, and then transshipment into international
markets,” Hodgson said. “We can be competitive.” A
Seawaymax tanker can transport about 80,000 barrels of
crude, which is about the equivalent of a unit train of
crude.
Among the obstacles to this proposal are fears of an
oil spill on the Great Lakes. Jean Aubry-Morin, SLSMC’s
Vice-President of External Relations, said an emergency
response system has been in place during the last 20
years that “is very robust and has been used as an example by several other agencies.” The last time it was
used on the Seaway was in 2009 in the South Shore
Canal. “In less than seven minutes, we had identified the
situation and deployed a response team, which prevented any spills that could have damaged the environment in local communities,” he said. “We review our
system on an ongoing basis.”
Michael Broad, President of The Shipping Federation
of Canada, told the MPs that during the last ten years,
there’s been a lot of tanker activity in Canadian waters.
The Ship Oil Pollution Fund says there were no oil spills
by any foreign-flag ship. “Most of the oil spills in Canada
are from derelict vessels, abandoned vessels and that
kind of thing.”
Meanwhile SLSMC is working with municipalities and
businesses along the Welland Canal to see what industrial development possibilities could lead to future traffic,
Hodgson told the Commons Transport Committee last
fall. SLSMC manages the lands adjacent to the Seaway
for the federal government.
SLSMC’s market development team brings together
operators and investors to look for opportunities with the
real estate and facilities along the Canal, he said. Two
examples of how this process works are the redevelop24 • Canadian Sailings • March 18, 2019

ment of the Port Weller dry docks, now being operated
by Heddle Marine of Hamilton, and the Ramey’s Bend
container terminal in Port Colborne, which received its
first container shipments last fall and expects more business this year following the expansion of its facilities.
SLSMC is also looking at expanding the railway network along the canal, he said. “We have very good access into the U.S. from a highway standpoint, so we
continue to see that as an opportunity.”
To assist business along the Welland plan their operations, SLSMC is working to boost data exchange capabilities to generate better information on ships arrivals.
“That is an area we continue to work on, and we see
technology moving forward as being very critical.” Turning the Port Weller dry docks over to a private operator
followed the recognition of the need to diversify
SLSMC’s revenue streams, he said. SLSMC worked with
businesses beside the container terminal to get land to
expand the facility so it had the capacity to serve the U.S.
northeast market.
“We see opportunities in modal shift, such as moving
traffic from the highways onto the water,” he said. “For
example, there has been quite a change in the trucking
industry in the U.S. with the electronic logbooks that
have been introduced. “By the time a trucker coming out
of the Ohio valley hits St. Catharines, he’s maxed out on
his hours, so he’s going to have to take rest time. We’ve
been approached with the question whether it makes
sense to have a cross-lake truck ferry, for example, to go
from St. Catharines over toward the Kingston area?
We’ve been working on that to see if there’s an opportunity. “We think that short sea shipping can play an important role with the Highway 401 and what’s happening
there from a congestion standpoint.”
Ian Hamilton, President and CEO of Port of Hamilton,
which has assisted in the business development along
the Welland process, said, “The challenge is finding the
capacity to locate along Seaway property those new
businesses that would utilize the Seaway.” Doing so
“would then generate more cargo through the Seaway
and, again, use the gateway to access international markets.”
SLSMC’s pitch to the Transport Committee resulted in
a recommendation in its interim report to Parliament in
late February. MPs agreed that Ottawa should amend
SLSMC’s policies “with a view to encouraging greater
economic development of the lands it manages including through longer-term leases or the establishment of
an expedited process to divest lands that are underutilized.”

Second Vice-President Todd Jeffery, First Vice-President Oliver
Hiltebrand, President Gabrielle Ross, Guest Speaker Wendel Clark
and Immediate Past President Paul O’Reilly

HOLDS 80 ANNUAL DINNER
TH
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79th ANNUAL DINNER

PAST PRESIDENTS
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Peter L. Kelly,
Marine Club President

Club Dinner
The 80th Annual Marine Club dinner,
which took place January 18, 2019, in
Toronto, was presided over by Marine Club
President Gabrielle Ross. The more than 800
guests attending the dinner this year enjoyed
the keynote address by Wendel Clark.
Clark was drafted First overall by the
Toronto Maple Leafs in the 1985 NHL Entry
Draft. His physical style of play and offensive
talent built the foundation of a great career
and later leading to Clark becoming the Captain of the storied Maple Leafs.
He led by example and was the one
working the hardest, scoring the big goals and
doing whatever was needed to win. In 793
career NHL games Clark recorded 564 points
and 1690 Penalty Minutes playing for
Toronto, Quebec, NY Islanders, Tampa Bay,
Detroit & Chicago. Clark also represented
Canada in the ’85 World Juniors winning
Gold.

HEAD TABLE
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1

2

Awards
1. Marine Engineering Management Student
Dwane Valenzo with First Vice-President Oliver
Hiltebrand.
2. Third year Marine Navigation Cadet Dakota
Birkenheier accepts bursary from Second VicePresident Todd Jeffery.
3. Gold Medal winner CP01 Shane Wilson accepts
plaque from Oliver Hiltebrand.

3

4
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4. Second year Marine Navigation Cadet, Thomas
Monsma with Todd Jeffery.
5. Second year Marine Engineering Cadet Mirko
Balog, with Oliver Hiltebrand.

5

Immediate
Past-President
Paul O’Reilly (right)
accepts Honorary
Member plaque
from Marine Club
President Gabrielle
Ross.

Reverend Judith Alltree,
Chaplain

Head Table

Guest Speaker
Wendel Clark

Damien Coakeley
carries the Silver
Oar of the Admiralty
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Celebrating 30 years of compensating victims
of oil pollution
BY ANNE LEGARS
After the Torrey Canyon (1967), Arrow (1970) and Irving
Whale (1970) oil pollution disasters, the public demanded
greater accountability for polluters whose ships caused oil pollution. At the time, there was no adequate mechanism to
ensure victims of oil pollution would be compensated. This led
to the creation of the Marine Pollution Claims Fund (MPCF),
which was essentially a fund of last recourse.
In 1989, legislative amendments changed MPCF into the
Ship-Source Oil Pollution Fund (SOPF), making it a fund of first
and last recourse for the victims of oil pollution damage from
ship sources in Canadian waterways (including Canada’s Exclusive Economic Zone), and aligning the Canadian regime to
international conventions.
Based on the “polluter pays” principle, SOPF is an ‘’access
to justice’’ option - in addition to the regular court system - for
victims of ship-source oil pollution. Where SOPF had paid compensation to claimants for pollution damage caused or
preventive measures taken, the Administrator is obligated to
take all reasonable measures to recover that payment from the
shipowner or any other responsible party. Oil shippers and
receivers, not shipowners, made the original contributions to
the Fund. However, no demands for contributions have been
made since 1976 as the Fund is fully capitalized.
This year, the Fund is celebrating thirty years of compensating victims of oil pollution. Thirty years after its founding, it
is worth taking stock and looking back at what has been accomplished, as well as consider recent and upcoming
developments:
Over 400 claims have been submitted to the Fund and
over $26 million in compensation has been paid to Canadian
claimants. In addition, almost $12 million was paid by the
International Oil Pollution Convention (IOPC) Fund after the
sinking of the tanker Rio Orinoco in 1990 off Anticosti Island.
The claims portfolio itself demonstrates the value of the
Fund as a means to cover the cost of oil pollution response: 23
per cent of claims have been caused by “mystery” spills and 80
per cent of the amounts paid over the last decade have been for
pollution damage caused or preventive measures taken in relation to derelict or abandoned vessels.
Attempting to uphold the “polluter pays” principle, the
Administrator of the Fund has been involved in 46 court cases,
with increased efforts being made to recover from polluters in
the last three years. During that period, $2.3 million was recovered in and out of court, and twenty actions were filed.
As the lead federal agency for marine oil spill cleanup, the
Canadian Coast Guard (CCG) has been the largest claimant of
the Fund, accounting for more than sixty per cent of the claims
received by the Fund. However, an increase in diversity of
claimants has been noted in the past few years. More than ever,
the Administrator is prioritizing outreach to increase access to
justice to less frequent claimants bearing the brunt of oil pollution, such as harbours and ports, local governments,
businesses, and Indigenous communities.
The governing legislation was amended several times,
incorporating more and more international conventions and
aligning it closer to the international regime, while also including some new CCG-specific provisions.
In December 2018, legislative amendments introduced a
simplified, fast track “Small Claims Process” for claims under
30 • Canadian Sailings • March 18, 2019

Anne Legars and Mark Gauthier are, respectively, the
Administrator and Deputy Administrators of the Fund

$35,000, which will provide payment of eligible claims within
60 days. The Fund’s per incident liability cap was removed,
thereby allowing unlimited compensation following an incident. In addition, the Administrator of the Fund can now
provide emergency funding to CCG for its response operations
in exceptional situations.
At the same time, the Office of the Administrator of the
Fund is engaged in a continuous improvement process, and is
open to questions and challenges from the public about its
claims management process. The Administrator considers
stakeholder engagement as the best way to ensure that the
Fund is and remains relevant and efficient to provide access to
justice.
In view of the recent legislative amendments, this anniversary year offers a perfect opportunity to engage the Fund’s
stakeholders in this conversation, to ensure that this alternative
access to justice option is known and understood by stakeholders, and that it is accessible and user-friendly for claimants,
while remaining fair and reasonable for the ultimate responsible party.
Anne Legars has served as Administrator of the Shipsource Oil Pollution Fund (SOPF) since May of 2016. Over the
past 25 years, she has worked extensively on maritime, transportation, environment and trade files, issues and policies as
a lawyer, a trade association representative, and head of
organizations. Anne Legars is a member of the Quebec Bar.
She holds a Bachelor’s Degree in Political Science from Institut d’Études Politiques de Grenoble, France. She also holds a
Bachelor, a Master and a Post-graduate Degree in Law from
Université de Grenoble II, France, as well as a Bachelor in Law
equivalency and a LL.M. from Université de Montréal. She is
also a Certified Association Executive (CAE).

B.C.’s Carbon Engineering Ltd positioned to
commercialize technology that creates clean fuel
from air, and attracts world-class investors
BY R. BRUCE STRIEGLER
The reports continue to mount, outlining what scientists around the world
deﬁne as the dire, life-threatening effects of
climate change. But in Canada, the federal
government is engaged in a political battle
with several provinces who fear the costs
of the national plan are detrimental to their
economic interests and are reluctant to join
the national effort to reduce GHG, opting,
they say, for more local, provincial plans.
Fortunately, there are signiﬁcant organizations in Canada who believe that reducing
GHG (and the federally-proposed carbon
tax) is not only good science, but good economics as well. From its Squamish, B.C.
facility, Carbon Engineering Ltd. is conducting some of the most advanced
research in clean energy anywhere in the
world. Over the past nine years, the company has moved forward with studies to
remove CO2 from the atmosphere, in a
closed loop, where the only major inputs
are water and energy, and the results are a
stream of pure compressed CO2.
“You can make fuel from air, and it
sounds too good to be true,” says Geoffrey
Holmes, responsible for business development at B.C.’s Carbon Engineering Ltd.
He’s referring to the fact that the captured,
compressed CO2 can be permanently
sequestered underground, removing it
completely from the atmosphere. Alternately, it can be used to produce materials
such as plastics, industrial chemicals or utilized in the production of alternative fuels
that are compatible with today’s engines,
and can be blended with traditional fossil
fuels to create progressive emission reductions.
In a recent interview with Holmes, he
says, “For the past nine years, our vision
has been to develop and then commercialize the technology that can absorb CO2
directly out of atmospheric air at an industrial scale, and then supply it in a puriﬁed
and compressed form, where it can be
stored underground or used for industrial
and commercial purposes.” He points out
that, “The whole idea here is that we have
a lot of emissions of carbon dioxide going
into the air, adding to the CO2 in our
atmosphere and causing climate change.
Some of those sources lend themselves to
being captured or eliminated at source or
substituted with other forms of energy.
Other sources, particularly those that are

Developing carbon removal
techniques, along with funding for
world-wide commercial use

Carbon Engineering’s pilot plant has
been running since 2015, capturing about
one tonne of CO2 per day. The process
works by sucking air into a modiﬁed cooling tower with fans, where it comes into
contact with a liquid that reacts with the
CO2. After several processing steps, a pure
stream of CO2 is extracted.

Carbon Engineering is working to
commercialize two clean energy technologies, one called Direct Air Capture (DAC),
an industrial scalable technology which
removes CO2 directly from the atmosphere
and can contribute to reducing the effects
of global climate change by enabling largescale use and storage of atmospheric CO2.
The second technology is Air To Fuels
which reduces the carbon footprint by producing synthetic transportation fuels –
gasoline, diesel or jet fuel – using only the
atmospheric CO2 and hydrogen split from
water.
Holmes notes that DAC plants can be
scaled up to capture one million tonnes of
CO2 per year, roughly the equivalent of the
annual emissions of 250,000 average cars.
This is an engineering breakthrough on
two fronts: A potentially cost-effective way
to take CO2 out of the atmosphere to ﬁght
climate change and a potentially cost-competitive way to make gasoline, diesel, or jet
fuel that doesn’t add any additional CO2 to
the atmosphere.

In 2018, Carbon Engineering published peer-reviewed research that proved
CO2 can be captured from the atmosphere
using its DAC technology for less than
US$100 per tonne. This paper demonstrated for the ﬁrst time that DAC is a
scalable and cost-effective solution for
removing CO2 from the air. The research
was published by Joule, a leading scientiﬁc
journal dedicated to ground-breaking
energy research, and the ﬁndings were
based on three years’ operations and
research from the company’s pilot plant.
The next step is to have a number of
scaled-up plants producing hundreds of
thousands of barrels of carbon-free fuel, to
drive down costs further, much as solar and
wind energy costs have plummeted over
the past decades as scale has risen. As
prices fall, more governments may get on
board with the idea of pulling CO2 out of
the air. Carbon Engineering is building a

diffuse and mobile, like cars, ships, airplanes can be a lot more challenging to
deal with, so a technology like Direct Air
Capture can add another tool to the toolkit
and help us control the problem.”

Innovative technologies capture
atmospheric CO2 to store or
synthesize for transportation fuel
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larger plant, utilizing low-cost renewable
energy that will produce 200 barrels of synthetic fuel a day. It should be operational in
2021, to be followed by construction of a
commercial plant that can produce 2,000
barrels per day.
Carbon Engineering’s design blows air
through towers that contain a solution of
potassium hydroxide, which reacts with
CO2 to form potassium carbonate. The
result, after further processing, is a calcium
carbonate pellet that can be heated to
release the carbon dioxide. That CO2 could
then be pressurized, put into a pipeline and
disposed of underground, but the company
is planning instead to use the gas to make
synthetic, low-carbon fuels, which the
company says it can produce at a cost of
about $1 per litre. In a June 2018 article in
National Geographic, David Keith, a Harvard Professor of Applied Physics and
founder of Carbon Engineering said capturing CO2 from the air and making fuel
didn’t require scientiﬁc breakthroughs per
se as much as $30 million, eight years of
engineering, and a “million little details” to
get the process right. “This isn’t going to
save the world from the impacts of climate
change, but it’s going to be a big step on
the path to a low-carbon economy.” Getting it right also meant keeping the costs
below $100 for each tonne of CO2
removed from the atmosphere.

keeping global warming to less than two
degrees Centigrade (the international
target to avoid the most dangerous
impacts) will likely require “negative emissions”—some way of taking high volumes
of CO2 out of the atmosphere and storing it
permanently, according to the Intergovernmental Panel on Climate Change. Or, as in
the case with Carbon Engineering, synthesize the CO2 into clean, affordable
transportation fuels.
Technological “ﬁxes” to the carbon
emissions driving climate change have
always been regarded with suspicion by
scientists. Plans to build solar shields in
space or to seed the seas with materials to
soak up carbon are likely little more than
dangerous distractions to the more mundane but difﬁcult task of getting people to
cut their emissions. However, plans to capture CO2 directly from the air have been
regarded as somewhat more substantial –
essentially mirroring the actions of trees.
The idea was ﬁrst developed by a scientist
called Klaus Lackner in the mid-1990s and
since then a small number of technology
companies have built expensive prototypes
of carbon removing devices. In 2017, a
Swiss company called Climeworks
unveiled a direct air capture installation
that extracted carbon and supplied it to a
neighbouring greenhouse to fertilize tomatoes and cucumbers.
Carbon Engineering’s technology is
designed to convert CO2 in the atmosphere
to fuel. The Air to Fuel technology, which
the company has been developing since
2009, uses giant fans and other mechanics
to “scrub” the CO2 from the air and produce fuel sources from the carbon, in the
same way that fossil fuel carbon is converted to gasoline. It then returns the
scrubbed air to the atmosphere. Quoted in

Cost of CO₂ removal remained
astronomical until now
Until now, the cost of CO2 removal,
or “direct air capture,” was believed to be
at least $600 per tonne, a price far too high
to be useful in removing large amounts of
CO2 out of the atmosphere. Every year the
world burns enough fossil fuels to add
close to 40 billion tonnes of CO2. However,

STEVE OLDHAM

a 2018 professional journal article about
carbon capture, Carbon Engineering cofounder and acting chief scientist David
Keith said removing carbon from the air
makes sense only once humans have
stopped putting so much in the air. “The
idea that humanity might continue huge
fossil (fuel) emissions while simultaneously
balancing them with removal is nutty—
you plug the leaks before bailing the boat.”

Received financial backing from
world-class partners
In March this year, Melbourne, Australia, headquartered BHP, one of the
world’s largest resource companies
announced a US$6 million equity investment in Carbon Engineering Ltd. In its
announcement press release, BHP’s Vice
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President, Sustainability and Climate Change, Fiona Wild said:
“BHP is committed to accelerating the global response to climate
change by investing in emerging technologies that have the potential to lead to material reductions in greenhouse gas emissions.”
Dr. Wild continued, “We know that investing in emerging
technologies to reduce emissions is just one part of addressing climate change. At BHP, we also set greenhouse gas emissions
reduction targets for our operations, we build the resilience of our
operations and communities to the physical impacts of climate
change and we work in partnership with our resource sector peers
to improve sectoral performance.”
Carbon Engineering’s CEO, Steve Oldham, welcomed BHP’s
investment. “At CE we’re focused on commercialization of technologies that can play a critical role in addressing climate change.
As we work to deploy our technologies at large scale around the
world, we’re thrilled to welcome investment from industry-leading
companies like BHP.” In the release, Mr. Oldham is further quoted,
saying, “BHP’s global reach and experience in executing complex
projects, as well as its strategic commitment to reducing emissions,
makes it an ideal partner to help us accelerate the commercialization and use of CE’s technologies. We’re looking forward to
working with BHP and our other partners as we progress the development of DAC and Air To Fuels™ facilities, and ultimately

achieve our goal of delivering affordable, carbon-neutral fuels and
signiﬁcant emissions reductions around the globe,” said Mr.
Oldham.
Earlier in the year, Carbon Engineering Ltd. received equity
investments from two global energy companies: Oxy Low Carbon
Ventures, LLC (OLCV), a subsidiary of Occidental Petroleum Corporation; and Chevron Technology Ventures (CTV), the venture
capital arm of Chevron Corporation. The company said the investments will accelerate the commercialization of their proven Direct
Air Capture (DAC) technology, and was the ﬁrst signiﬁcant collaboration between a DAC developer and the energy industry.
Oldham continued in the release, saying, “We’re seeing leading
jurisdictions, like California and British Columbia, creating markets
for low carbon fuels and technologies like DAC, through effective
climate policy. These efﬁcient market-based regulations, and action
from energy industry leaders like Occidental and Chevron, show
the power of policy in driving innovation and achieving emissions
reductions while delivering reliable and affordable energy.”
Carbon Engineering Ltd. is privately owned and is funded by
investment or commitments from private investors and government agencies. CE’s private investors include Bill Gates, Murray
Edwards, Oxy Low Carbon Ventures, LLC, Chevron Technology
Ventures and BHP.

Captain Sarah Lewis, a trailblazer
BY WILLIAM HRYB
Captain Sarah Lewis is no pushover. After all, the responsibilities of a tugboat captain are numerous, to say the least,
and an error in judgment has the potential of being catastrophic. For Lewis, the hazards and dangers of operating a
tugboat is a constant reminder that the health and safety of her
crew is fundamental to her profession. Entrusted to her is the
safe docking and undocking of massive ships that frequent the
port of Thunder Bay. The diminutive and cherubic looking
mariner is all business and her appearance belies the importance of her position in a male dominated industry. Sarah Lewis
is a trailblazer – a young woman who has followed a road less
travelled. This is her story.
With a constant eye on innovation and the competitive
edge required to operate a successful l tugboat business, Capt.
Gerry Dawson, co-owner and President of Thunder Bay Tug
Services Limited, decided to take a chance, and hired Lewis.
That was five years ago, and he is not disappointed by the
gamble by any stretch of the imagination. “Sarah sent us a
resume in the winter of 2014 and kept calling and emailing the
office… my wife Sharon asked her to come in for an interview
and we decided that Sarah would be a good addition to our
company” Dawson said. “During the interview, Sarah was very
enthusiastic and genuinely interested … she had obviously
done some research on our company, so we decided to give her
the opportunity to see if she liked ‘tugboating’ and the hours
associated with the work” said Dawson.
Lewis’s resume spoke volumes. She worked a couple of
seasons with Algoma Marine as a mate which convinced the
Dawsons that she was determined to stay in the industry. “In
order to excel and be a cadet in this business, she would have
to be tough-skinned and put up with demanding superiors
onboard ships… she obviously proved herself”, added Dawson.
In a demanding industry, where long hours, a disruptive family
life and bad weather often take their toll, the life of a tugboat
crew is an extraordinary mix of excitement and sheer bore-

dom. In peak season, usually beginning in late March and
ending in mid January, it is common that crews virtually live on
their boats. To their credit, Capt. Sarah Lewis and her crew
have grown remarkably accustomed to the hardships of this
line of work. Canadian Sailings had the opportunity to sit
down with Sarah, and talk about her exceptional career.

C.S.: What motivated you to pursue a maritime
career?
Capt. Lewis: “What started out as just a curiosity turned into
a three year program at Georgian College, almost 5 years of
working on the Great Lakes as a third and second mate and
now a full-time job with Thunder Bay Tug Services Limited. I
completed my honours degree in English at the University of
Guelph and I knew there was something more than academics
I could do. I started looking into trade schools in Ontario and
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I came across the program from Georgian College. I thought
it would be an amazing opportunity to learn a variety of handson trade skills, as well as travel across the country and have
the honour to hold an officer’s position. I was fascinated to
learn how ships behave in different weather conditions, how
they are constructed and the kind of cohesive structure that
exists on vessels between the Captain, engineers and deck
workers. I’ve always loved being on the water, and I’ve always
loved working with my hands and I just couldn’t resist the
opportunity to try something completely new and challenging.”

C.S. In a male dominated industry... what are the
challenges women face in this profession?
Capt. Lewis: “I found over the years that the marine industry
is a male-dominated industry and there aren’t very many
women who hold officer’s positions on the Great Lakes and as
far as I know, I’m the first female tugboat captain here in
Thunder Bay. When I started on the Great Lakes, half of the
crews I worked with treated me like a delicate flower, a nuisance or a distraction. Many didn’t want an officer who was
both young and female to be in charge of the watch.
On every ship that I worked I had to work twice or three times
as hard to prove that I deserved to be there. I found that it was
also a very lonely life because any type of friendships between
men and women or shore socialization was deeply frowned
upon. Over the years, as my reputation moved ahead of me, it
became easier as people knew that I would do the job well
and I wouldn’t complain no matter how dirty or how hard it
was. Over time I gained the respect and the appreciation from
my fellow crew members. The main challenge working in a
male-dominated history is just being valued as an equal crew
member and I’m happy to say that I found that working with
Thunder Bay Tug Services. From the very first day I started
with the company, there’s never been any resistance or apprehension for me being here. As a small company and very
hands-on workplace we all work closely together and there’s
no job too big or too small I won’t be a part of.“

C.S.: Give us an idea what a typical day is like on the
waterfront (e.g.) mobilizing for a ‘Ship Move’?
Capt. Lewis: “On a typical day, we arrive at the dock to warm
up the engines, test our navigation instruments and start the
paperwork. Depending on the weather and time of year, we
depart to standby outside the breakwall of the elevator where
the ship will be docking. Typically in the early spring and
winter, we leave a little bit earlier to clear the dock of ice if
there is any. We establish communication with the approaching ship by radio and discuss where on the ship we will be
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landing to assist with the docking. I check wind conditions
and currents, as well as dock conditions, and note any suggestions the pilot may have. Typically, about one nautical mile off
the breakwall one or two tugs will make the approach and
turn alongside the ship, and fasten our tug lines on different
fairleads across the deck so that we are able to tug and push
the ship into position. When the ship approaches the dock,
the tugs are asked by the vessel captain or pilot to steer by
pushing and pulling on certain pivot points to help regulate
the speed of the vessel, until they are satisfied with their position. Ship handling at this point is very fine and precise as
we’re assisting her to steer into a certain position and often
we will be running from the bow to the quarter to the other
side of the bow, back to the quarter, so we’re doing a lot of
quick movements in a small space. When the ship has been
secured alongside the dock, we take our lines back onto the
tug and depart.”

C.S.: What advice would you give to young women
who are thinking about entering a maritime career?
Capt. Lewis: “My advice to young women entering the marine
industry is to get as much experience as you can in as many
different fields as you can. If you’re interested in something
besides the laker trade, there are lots of opportunities for ship
handling, search and rescue, scientific research or tugboats
and find some place where you excel. Learn as much as you
can about any project no matter how big or small – it’s worth
the experience. “I would also suggest being very aware of your
surroundings and putting your trust in the people who offer
you help and not be afraid to ask questions. Above all, be
proud of where you are and the position that you’ve earned. It
won’t always be easy but in the end when you look back at
what you’ve accomplished, it really is something to be proud
of.”

C.S.: What do you most like and dislike about your
job as a tug-boat captain?
Capt. Lewis: “What I love most about being a tugboat captain,
aside from having the most beautiful view of any office anywhere, is just the feeling that with the right move in the right
position with the right amount of power, you can do amazing
things with a small tugboat. You literally feel like you’re
moving the ship with your own hands. Ship handling is something that I never dreamed I would love so much. The thing I
dislike the most about being a tugboat captain is probably the
coffee. We do have days and nights that are long but, as a
small company, we all work together knowing that when we

leave the dock, we are putting our best
foot forward every time so that we all
return home safe and sound”.

C.S.: As you know, the marine
industry is finding it difficult to
attract qualified personnel to its
ranks... what do you think the
industry needs to do, to engage
those potential maritime
candidates especially women ?
Capt. Lewis: “I think the marine industry really needs to focus on upgrading
the training of their employees in different fields. When you have second or
third mates that are showing a lot of
curiosity, a lot of promise and a lot of
skills, it is important to encourage these
individuals, and suggest they take the
pilot program in order to gain valuable
experience. The most important thing
the industry can do is encourage people
to further their training. There are a lot
of unlicensed personnel that would
make incredible engineers or captains… they just need the motivation
and support from their company. There
isn’t really much of a draw for young
people to get into the marine industry,
but I do think that encouraging people
to sign up for more training, and sup-

porting them financially and personally
will make a big difference in years to
come. No matter where a young
mariner ends up, either in a shore job
or away from home , if you appreciate
the opportunity that you have been
given, the knowledge and understanding that you have gained, and the
beautiful places you get to travel to, it’s
really rewarding in and of itself. Every
day is different in the marine industry
and you’re constantly challenging yourself to do more and learn more as you
go.”

C.S.: Being a tug-boat captain is
certainly a unique occupation...
are there any individuals that
you can talk about that were
instrumental in putting you on
this career path?
Capt. Lewis: “I never dreamed ten years
ago that I would be where I am now. My
parents always encouraged my sister
and I to go for something that brings us
joy in our lives, to step outside of our
comfort zones and pursue careers that
are meaningful to us. My family has
always been my biggest supporter in
that regard.

My time working on the Great Lakes
wasn’t always easy and I considered
leaving and quitting several times. I
have been subject to aggressive and dismissive behaviour by some crew
members. I didn’t think I was meant for
that world - I didn’t think I could do it.
I had one Captain in particular, Captain
Peter Carpenter who really stood out
for me. He really supported me to keep
going, pushed me to focus on the things
that I excelled at, and take the time to
learn the things that I wasn’t so great
at. He was a great inspiration to me,
and his message continued to resonate
with me even years after I left his vessel.
I can’t thank The Dawson family
enough for giving me an opportunity to
step inside the family and be a part of
this world. My mentor at the company,
Capt. Stan Dawson, took me under his
wing and has shown me everything that
he knows and has led me to really
appreciate how special and how
rewarding this job can be”.
With the ardour, dedication and enthusiasm Capt. Lewis has exhibited, it is safe
to say that the marine industry is in good
hands with the women who will follow
in her footsteps. A trailblazer indeed.

Port Windsor Harbour Master awarded commendation
by U.S. Coast Guard
The U.S. Coast Guard has awarded Port Windsor
Harbour Master Peter Berry a Public Service Commendation in recognition of notable services that have
assisted greatly in the furthering of the aims and functions of the Coast Guard. It was presented by Senior
Commander Jeff Novak of the U.S. Coast Guard and
signed by Rear Admiral J.M. Nunn of the Ninth District Coast Guard District.
The Commendation recognizes Berry’s leadership
and coordination of numerous federal, state, provincial, and local agencies in the Detroit River
corridor. Since 2010, he has Co-Chaired the Southeast
Michigan Area Maritime Security Committee (AMSC)
as its longest serving member. Anticipating the construction of the Gordie Howe International Bridge,
Berry has led the establishment of a bi-national Windsor-Detroit Waterways Safety and Navigation
Workgroup to mitigate the impacts of any potential
navigation closures due to construction issues. Each
year, the bi-national Detroit River corridor ensures the
safe navigation of more than 6,000 deep draft vessel
transits and more than 90 million tonnes of cargo. That
makes it one of the busiest shipping lanes in North
America.

Peter Berry accepts Public Service Commendation from
Senior Commander Jeff Novak of the U.S. Coast Guard –
Sector Detroit
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For Port of Toronto 2018 was another
record-breaking year

Port of Toronto moved approximately 2.2 million metric
tonnes of cargo in 2018, and 178 ships visited the port, bringing
sugar, road salt, cement, aggregate and steel directly into the
heart of the city. Overall the port moved 2,179,795 metric
tonnes of cargo in 2018, surpassing the record-breaking year the
port experienced in 2017.
In 2018, the port received steel products including rebar,
merchant bar, steel plate and coils totalling 69,281 metric

tonnes, representing the highest level of steel product moved
through the port in 20 years. In addition, the port recorded
14,391 metric tonnes in warehousing storage, the highest level
recorded since 2011. Cement cargo imports remained strong for
another year at more than 610,400 metric tonnes, and stone,
aggregate and sand cargo levels continued to increase, ending
the year at 189,133 metric tonnes. Salt and sugar imports at
735,948 and 560,625 metric tonnes respectively remained consistent with 2017 tonnages.
The port also welcomed 17 passenger cruise ships carrying
approximately 6,000 passengers in 2018, highlighting the importance of the ever-growing Great Lakes cruise ship business and
the role it plays in contributing to Toronto’s booming tourism
industry. The port is expecting this number to more than double
this year with 35 cruise ships coming to Toronto in the summer
and fall of 2019.
During this record-setting year, PortsToronto also hosted
Cinespace – the largest private owner, operator and developer of
studios for ﬁlm, television and digital media production in North
America – to the Port. Cinespace has leased Marine Terminal 51
and part of the Cruise Ship Terminal on a long-term lease to offer
production ofﬁces and studio space to content creators. In February 2019, it was announced that Netﬂix will use this space as
part of its Toronto production hub that will bring thousands in
jobs and revenue to the city. This complementary use is facilitated in parallel with traditional port operations and has proven
to be successful in ensuring the full utilization of PortsToronto
property.

More tenants move into Dartmouth, N.S. COVE facility
Jim Hanlon, CEO of The Centre for Ocean Ventures and
Entrepreneurship (COVE) announced that RBR, Precise Design
and Nova Scotia Boatbuilders Association (NSBA) have moved
into COVE. “RBR is one of Canada’s well-established ocean
instrumentation companies headquartered in Ottawa. Precise
Design has been a key partner for us as we build COVE, and they
are an important part of the existing supply chain for ocean tech
companies in the region. NSBA provides a key linkage between
the vibrant Nova Scotia boat building industry and the technology capabilities of many of the other COVE tenants.”
In addition, Hanlon announced early in March that IBM
Canada had joined the ocean business park as a tenant, one of
50 currently in residence. “We are very pleased to welcome IBM
Canada to COVE,” says Jim Hanlon, “IBM has proven its commitment to the growing ﬁeld of ocean data analytics and we feel
this new tenancy at COVE further helps support COVE’s position
as a signiﬁcant hub for ocean technology, not just in Nova Scotia,
but globally.” IBM is one of Canada’s top ten private R&D
investors and last year contributed more than $478 million to
Canadian research activities. In September 2018, it was revealed
that IBM, along with COVE, Dalhousie University, the Ocean
Frontier Institute, the Government of Canada, local industry and
the Province of Nova Scotia, were collaborating on the rollout of
DeepSense – a world class big ocean data innovation environment.
RBR Sales Director, Eric Siegel, commented: “RBR creates
instruments to measure the blue planet. From the ocean abyss to
36 • Canadian Sailings • March 18, 2019

the polar ice cap, their sensors track water parameters – temperature, depth, salinity, dissolved gases, pH, and many others. “We
presently have a staff of three experienced technical sales and
business development managers, and we look forward to adding
additional highly-qualiﬁed members of the team to focus on
global sales, research, and technical initiatives.”
“While Precise Design services many industries ranging
from food processing to defence, the ocean sciences sector
makes up a signiﬁcant portion of our customer base,” says Bruce
Stover, President of Precise Design. The company is a full-service
mechanical engineering group offering design and in-house manufacturing solutions.
NSBA members design, build, and repair a diverse range of
semi-custom and custom boats, from 8 to 80 in length, for
commercial and recreational use. All boats are built to Transport
Canada or equivalent standards. “We believe that being at COVE
will increase the proﬁle of our members including small vessel
manufacturers, repairers, servicers, suppliers, designers, and surveyors,” said NSBA Executive Director, Jan Fullerton.
Centre for Ocean Ventures & Entrepreneurship is a collaborative facility for applied innovation in the ocean sector. Located
in Halifax Harbour, in Nova Scotia, Canada, its mission is to provide a collaborative space in which a community of ocean
enterprises can start, grow and prosper. Irving Shipbuilding, as
part of its commitments under the National Shipbuilding Strategy (NSS), has invested $4.52 million in COVE. For more
information, please visit www.coveocean.com

Ports Asset Transfer Program reduces number of
Transport Canada-administrated marine facilities
As we reported in a June 2015 issue
of Canadian Sailings, the mission of the
federal government’s Ports Asset Transfer
Program (PATP) was to expedite the
transfer of Transport Canada-administrated port facilities across the country to
other federal departments, provincial governments, First Nations and local
communities as well as individuals or private corporations. This national collection
of marine facilities has been accumulated
by Transport Canada over the decades,
and includes ports, docks, breakwaters as
well as upland and submerged real property. Federal ownership of some of these
properties goes back to the time of Confederation
The program built on the success of
Transport Canada’s earlier Port Divestiture Program (1996-2014), and is a
proactive and structured program for the
sale or divestiture of Transport Canada owned port facilities to local interests.
Divestiture provides grant or contribution
incentives to interested parties to acquire
the ports, although grant funding at transfer is available only to provinces or
municipalities. The program has been
structured to include engagement, sale
and divestiture phases. During the
engagement phase, Transport Canada has
communicated with other federal departments, provincial and territorial
governments, municipalities, aboriginal
groups and other interested parties to provide information about the Program. This
phase is followed by the sales period,
where Transport Canada-owned port
facilities are ﬁrst offered to other federal
departments, the provinces and territories
and municipalities. If there are no expressions of interest from these organizations,
Transport Canada will then seek expressions of interest from other interested
parties including aboriginal communities,
non-government organizations, the private sector, Canada Port Authorities, and
individuals.

Local communities find value in
Transport Canada transfers;
updating the list in 2019
With the original Port Divestiture
Program, the plan was to transfer 549
regional/local ports from government
ownership. The program offered the new
owner ﬁnancial contributions based on a
‘Crown-no-worse-off’ model that considered the value of the property and an
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estimate of continuing expenses that
Transport Canada would likely incur to
operate the facility for the next 25 years.
The government claims since the program
inception, 499 ports have been
“divested”, resulting in savings to the taxpayer of over $470 million. At the launch
of the Port Asset Transfer Program in
2015, Transport Canada had a total of ﬁfty
facilities available to new owners to
expand or improve for continued marine
operations, or develop for alternate uses
that meet local needs.
Transport Canada reports that since
the 2015 program launch, the port facility
at Cornwall, ON has been transferred to
the Cornwall Akwesasne Port Commission and in Nova Scotia, facilities at
Liverpool have been transferred to the
Provincial Government and the facility at
Lunnenburg has been transferred to Fisheries and Oceans Canada. In Quebec City,
the port facility at Carleton has also been
transferred to Fisheries and Oceans
Canada. In addition, an agreement has
been reached with the Province of
Quebec to transfer the ports of Gaspé,
Gros-Cacouna, Matane and Rimouski to
the Province on March 30, 2020. The
Government of Canada will provide $163
million for the four ports. This includes a
$148.8 million grant to the Province to
support the future costs of operating and
maintaining the ports, the balance representing investments in speciﬁc projects
and other costs to be incurred by Transport Canada prior to their transfer. In
published reports, then-Premier Philippe
Couillard was quoted saying, “The St.
Lawrence River has always been at the
heart of Quebec’s economic, social and
cultural development. In 2014, we made
the commitment to develop its enormous
potential in a sustainable way by provid-

ing Quebec with its ﬁrst maritime strategy. In recent years, more than 10,000
jobs have been created throughout
Quebec and port cities have developed in
our regions. Today, by taking possession of
our commercial ports, strategic assets, we
are giving Quebec new leverage.”
The Maritime Strategy, the ﬁrst such
strategy in Quebec’s history, presents a
perspective up to 2030 and sets out an
action plan for the 2015–2020 period. So
far, more than 327 projects have been
launched in Quebec, with a total investment of more than $2.26 billion. In
addition to the commercial docks, the
transfer, as of March 30, 2020, includes
buildings and storage areas, breakwaters
at the Matane and Gros-Cacouna ports
and a spur pier at the Port of Rimouski.
Transport Canada has also entered
into negotiations for the transfer of the
ports at Les Méchins, QC, Kingcome
Inlet, BC, and Quatsino, B.C. Port facilities at Terrenceville, NL and Berens River,
MB have been demolished, and the demolition of the port facility at Sandspit, B.C.
is underway.
Assets available for transfer still
remaining under Transport Canada control as of February 15, 2019 include two
in Newfoundland, seven in Ontario, one
in Alberta, nine in British Columbia and
twenty-three in Quebec. From this list,
three port facilities are to be closed, three
have divestiture negotiations underway,
two facilities are to be turned into breakwaters and four more are to be transferred
to the Province of Quebec. The Ports
Asset Transfer Program is scheduled to
end on March 31, 2020. A re-evaluation
of the program is expected to be undertaken in 2020.
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The Lion Electric Co. (Lion) unveiled
its ﬁrst all-electric Class 8 urban truck in
Mirabel, Quebec on March 11. The
Lion8 will be commercialized this Fall
when its ﬁrst vehicle will be delivered to
Société des alcools du Québec (SAQ).
Lion’s ambassador, Laurent Duvernay-Tardif, had the honour of unveiling
the all-electric truck. Laurent is an NFL
football player for the Kansas City Chiefs,
medical graduate and is also President of
the Laurent Duvernay-Tardif Foundation.
Until recently, the idea of an all-electric Class 8 urban truck was a dream that
Lion and its partners TM4, AddÉnergie
Technologies, and Solution Centum
Adetel Transportation, have turned into a
zero-emission heavy-duty truck. The
Lion8 is designed, created, and manufactured to be electric and has a range of up
to 400 kilometres on a single charge. The
elimination of noise pollution, optimization of visibility, and unparalleled turning
radius make the Lion8’s driving experience safe, enjoyable, and incomparable.
Custom-built and engineered in
Quebec to withstand North American

Credit: Lion Electric

Lion Electric launches all-electric Class 8 urban truck

weather and road conditions, the Lion8
produces no emissions or noise, requires
very little maintenance because of few
moving parts and a regenerative braking
system, and has a very low total ownership cost.

The company already has orders and
committed buyers – a clear sign that the
market has been waiting for an all-electric
urban truck. Development of the vehicle
was facilitated through a Quebec government contribution of $8.6 million

COSCO Shipping Lines to commence service
from Port of Montreal

After a record year marked by a 9 per
cent increase in the number of containers
transiting through the port of Montreal,
Montreal Port Authority (MPA) welcomes
COSCO Shipping Lines which, starting in
April, will connect Montreal with several
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northern European cities, such as
Antwerp, Bremerhaven, Le Havre and
Liverpool. COSCO Shipping Lines’ containers will be handled at the terminals of
Montreal Gateway Terminals Partnership.
“We welcome the arrival of COSCO

Shipping Lines. This excellent news reafﬁrms the Port of Montreal’s place as the
preferred gateway for freight transport
between Europe and North America’s
industrial heartland,” said MPA President
and CEO Sylvie Vachon.

Opinion

Let’s think carefully about the future of
Canada’s Defence industries
THEO VAN DE KLETERSTEEG
Prime Minister Trudeau is trying to
pull Canada out of a multi-billion dollar
arms deal with Saudi Arabia, he said on
several occasions near the end of 2018,
following allegations that suggest Saudi
Arabia’s Crown Prince was implicated in
the murder of Saudi dissident Jamal
Khashoggi. “We are engaged with the
export permits to try and see if there is
a way of no longer exporting these vehicles to Saudi Arabia,” he told CTV,
without elaborating. The deal, worth
US$14 billion over 14 years, if all
options are exercised, and including
spare parts, support and training, would
supply the Saudi military with light
armoured vehicles (LAVs) manufactured
by General Dynamics Canada Land Systems Canada, a subsidiary of U.S.
General Dynamics Corporation. The
contract is the largest Defence export
contract Canada has ever entered into.
The PM’s comments represent an evolution in Ottawa’s stance toward Saudi
Arabia. In March of 2018, he defended
the deal for the armoured vehicles,
saying that honouring the contract,
which was made under a previous government, “fully meets our national
obligations and Canadian laws.”
Canada’s arms export laws prevent the
sale of weapons to countries that “pose
a threat to Canada and its allies, that are
involved in or under imminent threat of
hostilities, that are under United
Nations Security Council sanctions; or
whose governments have a persistent
record of serious violations of the
human rights of their citizens.” The last
provision includes an exemption for
countries where “it can be demonstrated that there is no reasonable risk
that the goods might be used against the
civilian population.”
The deal was signed in 2012
between Canadian Commercial Corporation (CCC), an agency of the Crown,
and the government of Saudi Arabia, for
use by Saudi Arabia’s National Guard. In
support of previous sales of similar vehicles made by General Dynamics’ plant
in Sterling Heights, Michigan, Saudi
Arabia’s National Guard “needed these
defense articles so that it can effectively
conduct security and counter-terrorism
operations”.
Originally, it appears that 928 vehi-

cles were ordered. About a third were
standard troop carriers, while 119 were
to be equipped with yet-to-be-designed
105 mm anti-tank cannons. The remaining vehicles were to be equipped with
light-duty firepower, or serve as ambulance carriers, command posts, and
other specialized uses. CBC obtained
documents that suggested that in 2017
the order quantity was scaled back to
742 units.
In October of 2018, Mr. Trudeau
said that losing the deal would cost
Canada a billion dollars in penalties, but
also said that his government could
freeze exports for certain weapons if it
found they’d been misused. It has since
come to light that cancellation penalties
could well amount to several billion dollars. The contract is shrouded in secrecy,
as a result of which one can only speculate on the size of the potential
penalties.
The first two generations of LAV
were produced by GM Diesel Division in
London, Ontario under an agreement
with the Swiss firm MOWAG. In the late
1990s, GM bought MOWAG and with it
the rights to the family of vehicles. More
recently, the plant was bought by General Dynamics Land Systems (GD), and
continues to produce LAVs along with a
number of other armoured vehicles.
The company is tight-lipped about

its operations and contracts, but in a
2012 interview with Canadian Defence
Review revealed that it had 2,400
employees in Canada, including 700
engineers, that more than 80 per cent of
its production is destined for export markets, and that in addition to its own
operations, it does business with more
than 400 Canadian suppliers that are
located in all ten provinces. Furthermore, it claimed to be a world leader in
the design, manufacture and support of
armoured vehicles for domestic and
international defence markets, and that
it is one of few Canadian defence companies that is a major platform provider,
systems integrator and developer, and
owner of intellectual property.
Given that Mr. Khashoggi’s murder
had nothing to do with GD’s armoured
vehicles, Mr. Trudeau’s talk of interfering with the contract is highly surprising
and, in the context of recent adverse
developments in Canada’s major export
industries (oil and gas, and automobiles), is most concerning. How many
more industries can we afford to see
pummeled before we will see negative
impacts on our standard of living?
Canada’s defence industry is much
larger than most people think. The
Canadian Association of Defence and
Security Industries (CADSI) represents
more than 900 Canadian defence and
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security companies that produce goods, services and technologies made across Canada and, CADSI claims, contribute to the
employment of more than 60,000 Canadians and generate $10
billion in annual revenues, roughly 60 per cent of which come
from exports.
Don’t get me wrong: I don’t think many Canadians support
the sale of military equipment to rogue regimes. As noted above,
the Canadian government has rules in place that govern the sale
of such equipment, and those rules have been judged to be a
reasonable compromise for decades. That said, most nations
that are based on strong democratic principles have their own
defence industries, and are unlikely to purchase defence systems from Canada. As a result, Canada will typically be a
subcontractor to foreign integrated defence contractors, or will
sell systems to smaller nations that are not necessarily grounded
on a firm footing of democracy. And even those who are may
occasionally see benefit in abrogating the rules. In other words,
anyone selling hardware, software or technology for use in
weaponry may discover that the terms of its sales have been violated, and find that the goods and/or services have been used to
quell resistance to the regime. Armoured vehicles are designed
to transport government troops and to deliver firepower in support of those government troops in domestic or international
conflict areas and, despite our best efforts, there are no absolute
guarantees that they will only be deployed under circumstances
that we would deem to be “legitimate”.
As a further illustration of the inherent risks of exporting
sensitive technology, the government of India purchased a
Canadian CANDU nuclear reactor, and in 1974 used plutonium produced by the reactor to detonate a nuclear test bomb.
Canada broke off all nuclear collaboration, but could not prevent the inappropriate use of a commercial reactor. And so it is
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with export of any military technology.
As a country, we need to do some soul-searching as
whether we are comfortable with the existing rules, or
whether those rules should be modified. In conjunction with
our Allies, we have a system in place that should prevent the
export of sensitive hardware, software and technology to nonapproved countries, and in addition to those, we have placed
additional restrictions on exports of sensitive items. Should
those arrangements be modified?
Our quest for economic diversification, in an effort to
reduce Canada’s reliance on natural resources, has by and large
had weak results, has taken many decades, and has not
increased the fundamental strategic strength of our economy.
We have suffered very significant setbacks to our efforts, which
we have yet to overcome. As examples, I would like to mention
the demise of such flagbearers as Nortel and Blackberry, which
represented grave blows to Canada’s nascent technology sector.
Going back further in time, the government’s decision to stop
funding the Avro Arrow combat fighter project in the late fifties,
and to order the physical destruction of prototypes, blueprints
and anything that might allow the “resurrection” of this worldclass fighter jet, was a blow that Canada’s aerospace industry
never survived from. Sadly, Bombardier’s advanced C-Series aircraft has recently become part of Airbus’ product lineup, with
corporate design, manufacturing and sale decisions most likely
made in Toulouse, rather than Montreal.
Mr. Trudeau should tread carefully: an inappropriate emotional reaction to Mr. Khashoggi’s unlawful death is no reason
to create unpredictability and uncertainty within Canada’s
defence industries. Other pronouncements by Mr. Trudeau
before and after his election (for example: “No more pipelines”)
have created havoc in important industries that, ultimately,

have deprived Canada of billions of dollars of tax revenues that
could have been used to shore up its flagging finances and
underpin existing social programmes. No one in Canada will
benefit from reduced industrial activities.
For the month of December of 2018 Canada recorded a
record trade deficit of $4.6 billion. For a country that sees itself
as an exporter to the rest of the world, this is a pathetic performance. In addition, Canada recorded a record current
account deficit of $59.7 billion in 2018 (the current account
deficit represent a country’s net trade in goods and services, it
net earnings on cross-border investments, and its net transfer
payments). Furthermore, labour productivity during Q4 of
2018 suffered 0.4 per cent, as more labour hours were spent
producing an identical volume of output, compared to the previous quarter. Given the challenges facing Canada’s two most
important industries, oil and gas production and automobile

manufacturing, Canada simply cannot afford to be indifferent
about its defence exports. It is quackery to suggest we can continue to enjoy a relatively high standard of living while being
unable to generate sufficient income from exports to pay for
our imports. Furthermore, at the time of this writing, it appears
that China may be contemplating trade retaliation against
Canada (see following article) which would exacerbate an
already precarious international trade situation.
After 50 years of diddling about economic diversification,
with no meaningfully positive results, and with major developments on our doorstep that will reduce demand for unskilled or
low-skilled labour, there needs to a serious discussion about
which industries Canada wishes to support, and how Canada
intends to support the large numbers of people that may be
made redundant because of automation during the next
decade.

Canada-China relations the worst since Tiananmen
BY KEITH NORBURY
The trade relationship between
Canada and China is the worst it’s been in
decades, according to experts who have
studied the machinations of trade between
the two nations. “No doubt, Canada-China
relations are at a very low point,” said Jia
Wang, Deputy Director of the China Institute at the University of Alberta in
Edmonton. “Probably one of the lowest
points since the Tiananmen incident in
1989.”
The impetus for the deteriorating relationship was the arrest in Vancouver of a
senior executive with state-owned Chinese
electronics giant Huawei. Meng Wanzhou,
the company’s Chief Financial Ofﬁcer, has
been in custody since her arrest on December 1 at the behest of the United States
Department of Justice. The U.S. is seeking
to extradite her on charges that a Huawei
subsidiary allegedly committed bank and
wire fraud charges that violated sanctions
against Iran. On March 1, the Canadian
government announced it would hold an
extradition hearing.
Following Ms. Meng’s arrest, two
Canadians — businessman Michael Spavor
and former diplomat Michael Kovrig —
were arrested separately in China on unrelated charges. This led to allegations that
the Chinese government had ordered the
arrests in retaliation for Ms. Meng’s arrest,
a charge Beijing has denied. However, on
March 4, the two were charged with theft
of Chinese state secrets.
Hugh Stephens, a distinguished fellow
with the Asia Paciﬁc Foundation of Canada,
also invoked the 1989 Tiananmen Square
protests as the closest point of comparison
with the current diplomatic crisis. “But at
that time it was not just Canada and China
that were at loggerheads, but China and
the world,” said Mr. Stephens, who worked
in Asia for about 25 years, including a few

years in Beijing and a decade in Hong Kong.

Future uncertain
It’s too early, however, to assess what
impacts tensions over the Huawei allegations and the arrests of the two Canadians
are having on trade between Canada and
China, or other relations — much less what
will happen in the future.
“Everybody of course is preparing for
the best but expecting the worst,” said Mr.
Stephens, who now lives in Victoria, B.C.,
where he runs a consulting business.
Ms. Wang, who was still a child at the
time of the massacre, was born and raised
in Beijing but has been a Canadian resident
now for 16 years. She also said it would
take time for any repercussions from the
crisis to be reﬂected in trade numbers. “I
would say maybe on the business side, we
would see more impact on Chinese investment in Canada than trade, unless the
Chinese government suddenly announces
trading bans on particular products, say, oil
seeds from Canada or something like that,”
Ms. Wang said.
We did not have to wait long: In Feb-

ruary, the government of Australia banned
Huawei and ZTE Corporation from participating in the upcoming build-out of 5G
telecommunications infrastructure, and it
did not take long for China to respond: by
late February, Australian coal shipments
into China were being held up, or banned
altogether, and days later government
sources in Australia suggested that Australian exports to China of barley were at
risk. On March 1, citing “quality concerns”,
China revoked the shipping licence of
Canada’s biggest canola supplier, Richardson International, Canada’s largest
agribusiness and worldwide handler and
merchandiser of all major Canadian-grown
grains and oilseeds. China had voiced concerns over excessive levels of “dockage” in
Canadian canola as early as 2017, but this
dispute was temporarily resolved by mutual
agreement to work on a permanent solution to be put in place by 2020. China buys
virtually all of its canola (about $2.5 billion
annually) from Canada. Is China’s action
truly about product quality, or is it a manifestation of its growing discomfort with
Canada?
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Investment impacts
However, Wang noted that since
2017, there has already been a global trend
toward declining Chinese investment overseas. That was due to Chinese government
policies to limit overseas investment in certain sectors, such as commercial real estate
and entertainment, in order to curtail capital ﬂight from the country. “That put sort of
a damper on Chinese overseas investment.
So Canada is experiencing that as well,”
Ms. Wang said.
For a Chinese ﬁrm to invest overseas,
it would need government approval, possible from multiple levels of government.
Anecdotally, she has heard examples of Chinese companies having their requests to
invest in Canada “met with less enthusiasm.” However, on the trade side, she said,
“We haven’t seen clear signs that China is
stopping or reducing imports from Canada
yet.”
Pedro Antunes, Chief Economist with
the Conference Board of Canada, said one
area where the dispute will have an immediate impact is on travel. Both countries
have issued advisories warning their citizens about visiting the other. “So the longer
those travel advisories last, that’s going to
be costly for Canada,” Mr. Antunes said.
The Chinese warning, which Mr. Antunes
characterized as tit for tat, appears comical
on its face — Canada is dangerous? But Mr.
Antunes noted that Chinese book their
travel through ofﬁcial travel agents. Chinese are also very patriotic, he said. “And if
there’s an advisory saying not to go to
Canada, that will affect or could affect
travel,” Mr. Antunes said.
In a similar vein, Canadian products
and brands are also at risk of being snubbed
by patriotic Chinese customers. One oftcited example of a Canadian company
caught the crossﬁre of the crisis is Canada
Goose. The luxury apparel ﬁrm was set to
open a ﬂagship store in Beijing on the weekend of Ms. Meng’s arrest. But that opening
was postponed for two weeks, raising eyebrows that it was in response to the arrest.
However, the company said it was just due
to construction, according to news reports.
“There were already Chinese talking about
boycotting it,” Ms. Wang said. “But it turns
out the business is actually booming.”

Commercial pressure
Ms. Wang also put Canada’s travel
advisory to China in perspective. Canada
has issued a similar advisory for the U.K.,
she pointed out. Both urge travellers to
“exercise a high degree of caution.” The
U.K. advisory cites the threat of terrorism,
while the advisory for China warns about
“risk of arbitrary enforcement of local
laws.”
Tens of thousands of Canadians are
working, studying and doing business in
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China without incident, Ms. Wang pointed
out. Yes, China is an authoritarian country
and visitors who research sensitive issues
related to certain ethnic or religious groups,
such as the Uighur Muslims or Falun Gong
followers, might face questioning by authorities. “But we haven’t seen a trend of
somehow Canadians just getting picked up
by the Chinese authorities,” Ms. Wang said.
However, Mr. Stephens noted that
“the Chinese are not averse to using commercial pressure for political ends,” citing
the example of the South Korean Lotte
department store chain. Annoyed that
South Korea was going to install a missile
defence system at the behest of the U.S.,
China mobilized its consumers. “Lotte in
effect was driven out of business in China
and has exited the market,” Mr. Stephens
said. (China’s state-owned Global Times
had a different take, arguing Lotte’s “ﬂawed
business model” was to blame rather than
political friction.)

Huawei and hockey
Despite the arrest of a top executive,
Huawei appears not to have lost its enthusiasm for Canada. Throughout the imbroglio,
Huawei has continued to advertise prominently on Hockey Night in Canada TV
broadcasts. The company has also invested
over $657 million in research and development at Canadian universities, according to
a recent Toronto Star article. “The message
that Huawei is on your side in hockey is
very shrewd,” the Star quoted David Mulroney, Canada’s ambassador to China from
2009 to 2012. “Hockey is as close to the
Canadian psyche as you can get.”
Mr. Stephens said it’s interesting to
compare Huawei’s reaction to the arrest

JIA WANG

with that of the Chinese government.
“Huawei has played it very correctly, very
cool. Their ofﬁcial statements were to the
effect of we’ll trust the judicial process,” Mr.
Stephens said. The Chinese government,
though “went ballistic,” accused Canada of
stabbing Ms. Meng in the back, and then
arrested two “innocent Canadians” and are
effectively holding them hostage, he said.
Huawei has always maintained that it’s
a private company that behaves like a local
company, like many international companies do, Mr. Stephens said.
“Well, the Chinese government has
basically given the lie to that,” he said.
They’ve done Huawei no favours by their
over-the-top reaction to this.”
Ms. Wang worries that the situation
has put a bitter taste in the mouths of many
Canadians, which she fears could lead to
the Canadian government taking a hardline
position on China.

5G concerns
Besides the speciﬁc charges against the
Huawei executive, the arrest has brought to
the forefront concerns about the company’s
ties to the Chinese government. In addition
to being Meng Wanzhou’s father, Huawei
founder Ren Zhengfeir was formerly an
engineer in the People’s Liberation Party, as
noted in many news reports.
In addition, strong worries have
emerged about the implications of the application of Chinese laws to China-based
telecom providers whose systems could
become the principal conduits of western
telecommunications trafﬁc. Speciﬁcally,
Article 7 of China’s National Intelligence
Law states that “Any organization and citizen shall, in accordance with the law,

support, provide assistance, and cooperate in national intelligence
work, and guard the secrecy of any national intelligence work that
they are aware of [emphasis added]. The state shall protect individuals and organizations that support, cooperate with, and
collaborate in national intelligence work.”
Similarly, Article 22 of the 2014 Counter-Espionage Law states
that during the course of a counter-espionage investigation, ‘relevant
organizations and individuals’ must ‘truthfully provide’ information
and ‘must not refuse’. The implementing regulations, released in
November 2017, clariﬁed the law’s provisions: “When State Security organs carry out the tasks of counter-espionage work in
accordance with the law, and citizens and organizations that are
obliged to provide facilities or other assistance according to the law
refuse to do so, this constitutes an intention to obstruct the state
security organs from carrying out the tasks of counter-espionage
work according to law.”
That has fuelled worries that Huawei’s equipment poses security risks for other countries, like Canada. Among those concerns is
whether or not Canada should allow access to the next-generation
high-speed 5G wireless network, which is expected to enable widespread adoption of driverless vehicles and other wonders of the
so-called Internet of Things.
For example, Richard Fadden, a former Director of Canadian
Security Intelligence Service, told the Star that the government
should forbid the use of Huawei equipment on the nation’s 5G net-

it would be improper to interfere politically. The Chinese government from the get-go has treated it as a political incident, and on
March 1, China’s foreign minister questioned the independence of
Canada’s judiciary by pointing to allegations that Prime Minister
Justin Trudeau and his staff had attempted to intervene politically in
the prosecution of Quebec engineering company SNC-Lavalin on
bribery and corruption charges related to its business in Libya.
Meanwhile U.S. President Donald Trump has undermined legal
authorities in both Canada and the U.S. by musing aloud about a
political solution to Ms. Meng’s arrest. “He’s basically playing this
case as a card that could be part of this negotiations between U.S.
and China on trade issues,” Ms. Wang said.
Meanwhile Canada is suffering the collateral damage as China
punches Canada hard while trying to play nice with the U.S.
“because there’s a larger stake for the U.S.-China trade issue,” Ms.
Wang said.
Mr. Stephens was more blunt. “Let’s not kid ourselves, there’s
a political motivation behind these charges that were brought as
well in the U.S.,” he said.
In the background are concerns about China’s human rights
record, such as its treatment of the Uighur Muslim minority in the
west of the country. The Chinese government reactions to Ms.
Meng’s arrest have merely served to validate the image of an evil
empire in the minds of some Canadians, Ms. Wang said. “Any kind
of suggestion that Canada and China have some sort of special relationship, or talking about a new golden era with the election of the
Trudeau government, that’s gone,” Mr. Stephens said.
But he said Canada will continue efforts to build relationships
with China, through continuing to welcome Chinese students, fostering trade, and making Canadian businesses aware of
opportunities. He hopes that China, either for its own self-interest or
through pressure from America, will reverse recent trends, and “will
perhaps start walking the walk again in terms of opening up their
economy, which they certainly have talked about a lot, but haven’t
done very much about.”

Can China change?

work. In the U.S., Republican and Democrat senators alike have
called for keeping Huawei away from its 5G networks and have also
been urging U.S. allies to do the same.
Mr. Stephens noted that Canada has not made a 5G decision
yet. For its part, Huawei has invested $100 million in Canada, has
a huge research facility in Ottawa, and bought up many of the
patents of former Canadian telecommunications darling Nortel Networks, he said. “Most of their 5G research is actually conducted in
Canada as well as the research that is going on in various campuses
in Canada that we’ve been reading about,” Mr. Stephens said. “I
don’t think they want to blow all that up over this. They want to
kind of lower the temperature too. It’s the Chinese government that
has raised the temperature — and the U.S. government. Canada,
and to some extent Huawei, have been caught in the middle.”
Mr. Stephens said a lot of media hyperbole has surrounded
Huawei. Both Canada and the U.S. have long banned the company
from their government communications networks. But Canada
hasn’t banned telecommunications companies from using Huawei
equipment nor has New Zealand, nor the U.S., he said.

Clash of cultures
The arrest of Meng Wanzhou has underscored key differences
in the political and legal cultures of China and the West. Canada has
argued from the beginning that the arrest is a legal matter and that

Because of China’s huge size and the sheer size of its own internal market, “there will always be a Chinese way,” Ms. Wang said.
And that way won’t always mesh with the wants and desires of
western nations. One traditional Chinese way is to seek technology
from a foreign company in exchange for market access, for example.
“A lot of people say it’s not fair. Maybe it’s not, but in a way it’s a
trade,” Ms. Wang said, and it’s trade that many companies, like
Apple, have willingly made.
Even so, many misconceptions surround that. China doesn’t
require that a company surrender all its intellectual property in order
to form a joint venture with a Chinese ﬁrm, she said. However, any
intellectual property developed in the joint venture becomes shared.
“At this point, there hasn’t been any solid evidence showing that
China, or Huawei or other Chinese company has used the backdoor way to steal intellectual property or intelligence,” Ms. Wang
said. Of course, there is a risk that could happen. But there are also
risks involved the U.S. and its allies keeping their 5G networks separate from which Huawei and the Chinese develop, which will
likely be half or a third of the cost of the western version.
Many companies in the developing world would be open to
using a less costly Huawei 5G network to connect their rural areas
quickly, she said. Further complicating matters is that elements of
today’s complex technologies are made in many countries, including
China. And 5G is likely to be no exception. “Canada has to decide
what’s best for Canada, and not, of course, what the U.S. says or
what China says,” Ms. Wang said. “China is tough to deal with,”
she added. “It has very different systems, values, and way of doing
things. But how can we still manage meaningful engagement with
China and then beneﬁt from that active engagement? I think that’s
the big question.”
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Canada stuck in middle of elephantine clash of
civilizations
BY KEITH NORBURY

Tariﬀs boost China-Canada trade
Overall, the United States remains
Canada’s major export market by far. But
in 2018, as the U.S. imposed sweeping tariffs on Chinese goods, as well as broader
tariffs on steel and aluminum, the dollar
value of Canada’s exports to China have
been on the rise. The increases, though
small in the aggregate, ballooned in some
instances. For example, the value of wheat
exports to China nearly tripled in 2018
compared with the year before.
The value of steel and iron exports to
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Soybeans are loaded into a
ship’s hold at the Halifax Grain
Terminal, which also handles
wheat from all over Canada.

pared with 2017 after U.S. President
Trump imposed tariffs on those products in
June. However, volumes were down
because steel prices rose, an effect attributed to the tariffs. So what does this all
mean for Canada’s trade going forward
with the two superpowers?
Ottawa economist Dan Ciuriak, a
fellow in residence with the C.D. Howe
Institute and a distinguished fellow with
the Asia Paciﬁc Foundation of Canada,
said national relations don’t usually affect
trade because it is primarily business-tobusiness. An exception is when
“governments deliberately restrict transactions.” For that reason, he said bilateral
tariffs between China and the U.S. have
likely boosted Canada-China business.
“We calculate a boost of about C$8.3 billion in bilateral trade, with over a C$1.5
billion boost in Canadian exports to China
and a C$6.8 billion increase in Canada’s
imports from China,” Mr. Ciuriak said by
email.
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When two elephants ﬁght, it’s the
grass that suffers. Jia Wang, Deputy Director of the China Institute at the University
of Alberta in Edmonton, invokes that
African proverb to describes Canada’s position in a tariff turf war between the
world’s economic elephants — China and
the U.S. “In a way, Canada is like that
grass,” said Ms. Wang, who was born and
raised in China but has been a Canadian
resident for 16 years. “It’s caught in
between these big global economic superpowers and if for some reason the trade
situation worsens, I think on balance it’s
not going to be good for Canada.”
Chinese sellers often look to Canada
as way to access the broader North American market. But, if the U.S.-China
relationship remains fraught or worsens,
Chinese sellers and investors, who are
averse to conﬂict, might also turn away
from Canada, she said. There is also the
concern that Canada will ultimately pick
sides with its traditional ally, the U.S. “In
Canada we hope that these two economic
global superpowers will ﬁnd a way to
resolve their problems,” Ms. Wang said.
“And that would probably in the long run
be a good solution for us, and also for the
rest of the trading countries that are so
dependent on the global trading network.”
Recently, the grass has been holding its
own in the turf war. In some areas — like
agricultural products — it has even beneﬁtted from the superpowers’ struggle. In
others, such as steel exports, the grass is
taking a beating. And it now appears that
because of the arrest by Canada of
Huawei’s CFO, and the Canadian government’s handling of the SNC Lavalin ﬁle,
the short period of time when Canadian
agricultural exporters enjoyed an advantage over their U.S. competitors is coming
to an end.

Not an exact science
One the ﬁrst things to keep in mind is
that economics “is not an exact science,”
noted Pedro Antunes, Chief Economist,
The Conference Board of Canada.
An implication for Canada, though, is
that while the U.S. remains Canada’s
biggest trading partner, “China is our
biggest growth opportunity,” Mr. Antunes
said.
The constant dollar value of exports
from Canada to China increased 12.6 per
cent in 2017 compared with 2016. But
that followed four years of little growth —
8.3 per cent over four years — and even a
slight drop in 2014. From 2008 to 2013,
Chinese exports to Canada were growing
at a double-digit rate.
“We produce a lot of what they
need,” Hugh Stephens, also a distinguished fellow with the Asia Paciﬁc
Foundation of Canada, said of China.
“Most of it, of course, is raw materials or
semi-processed materials. But they have a
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large appetite for that sort of thing.” China
is also a potential market for liqueﬁed natural gas from Canada. But China isn’t
LNG’s only Asian market. “I think Asia
generally is very important for Canadian
diversiﬁcation,” Mr. Stephens said. “China
is a big piece of that but it’s not the only
piece by any means.”
Ms. Wang said the economies of
China and Canada are complimentary, in
that they don’t sell too many competing
products. And as China’s middle class
grows, it creates more opportunities for
Canada. “Sometimes the bigger problem is
whether Canada has the capacity to really
supply that market. It’s huge,” Ms. Wang
said.

Ms. Wang said a “big factor” in
Canada’s increased soybean exports to
China is the 25 per cent tariff that China
applied to U.S. soybeans in retaliation for
its sweeping tariffs on a variety of goods.
But she cautioned that the boost might be
short-lived, should China drop its tariff in
order to “sweeten pot” in its trade negotiations with the U.S.
“We’re not the world’s biggest producer of soybeans,” Mr. Stephens said.
“Brazil and other countries have actually
been able to take advantage of that. But
you know what happens with a lot of
these things? Someone described it as sort
of squeezing a balloon. You tighten up
over here and it goes somewhere else.”
Mr. Ciuriak also noted that Brazil was
the major beneﬁciary of the loss of U.S.
soybean exports to China. “Commodityspeciﬁc factors would determine which
countries pick up the slack in exports to
China deterred by China’s tariffs on U.S.
products,” he said.

growth has been in natural resources, as
opposed to value-added goods. In China,
for example, Canada has done well in ﬁsh,
food, and tourism, but not much in other
areas.
“So there’s a capacity issue here,” Mr.
Antunes said. “There’s been a lack of
investments, and we haven’t really been
able to leverage some of these opportunities.”

Soy trade with China spikes
Canadian exports from the agricultural, forestry, ﬁshing, and hunting
industries to China increased 23.6 per
cent in the ﬁrst 11 months of 2018 compared with the same period in 2017 (from
$5.22 billion to $6.45 billion). Canadian
wheat exports to China nearly tripled in
that same time frame, to $425.6 million
from $150.2 million. Soybean exports to
China also increased steeply, by 62.3 per
cent, to $1.35 billion from $829 million.
The increases in wheat and soybean volumes to China didn’t appear to be at the
expense of Canadian exports to the U.S.,
though. Exports of both commodities from
Canada to the U.S. increased — 18.5 per
cent in the case of wheat, and 3.4 per cent
for soybeans.
Canada’s exports of soybeans to
China surged in January 2019, Bloomberg
News reported. The 1.23 million tonnes
was quadruple the amount of the previous
January. Meanwhile U.S. soybean exports
to China collapsed from 5.8 million tonnes
in January 2018 to 136,000 tonnes this
January.

Opportunities exist
Canada might be well-positioned to
exploit those markets, especially since the
United States withdrew from the TransPaciﬁc Partnership free trade agreement,
Mr. Antunes said. “This is an advantage for
Canada, that we have gone a different
route here,” he said. “We have kept the
borders open and we are looking to sign
multilateral and bilateral agreements to try
and promote our trade.”
But Mr. Stephens stressed that even if
there was a desperate shortage of soybeans
in China, “Canada couldn’t convert
enough acreage and plant enough soya
beans, to use that one commodity, to ﬁll
the need.”
Canada’s overall trade volumes
haven’t been particularly good in recent
years, Mr. Antunes said. Any recent

Steel takes a beating
The dollar value of steel exports
decreased about 32 per cent from May
2018 to June 2018. However since then,
year to year from 2017 to 2018, the value
of the exports increased each month from
July 2018 to October 2018, although it
did decline in November 2018 relative to
November 2017. Meg Gingrich, a
researcher with the United Steelworkers
Union of Canada, noted that the dollar
value is misleading because it doesn’t take
into account price ﬂuctuations. According
to the Steel Benchmarker website, the
price of hot-rolled band steel, or HBR, was
$682 a tonne in late November 2017 but
$864 a tonne in late November 2018, a
26.7 per cent change. “Although the value
hasn’t changed as much, the actual
volume of exports has gone down by
about 20 per cent,” Ms. Gingrich
explained.
Steel prices spiked in July 2018 just as
the tariffs started taking effect. HBR
reached $1,006 per tonne on July 18, but
had dropped to $773 in February 2019,
lower than its price in February 2018.
Among the looming threats is the prospect
of massive layoffs to the 15,000 to 20,000
union members working at Canadian steel
mills. “We have seen some layoffs,” Ms.
Gingrich said. “But so far, the main
impacts have been the threat of layoffs and
the uncertainty that all this is causing.”
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While she didn’t wish to speak on behalf
of Canadian steel producers, Ms. Gingrich
said some plants are faring better than
others. One that is having trouble is
Algoma’s Tenaris Tubes plant in Sault Ste.
Marie, Ont., because it is more heavily
dependent on exports to the U.S.
Canadian Sailings contacted the
Canadian Steel Producers Association, but
did not receive responses to its questions
by deadline. “They’re still dealing with the
same things that get passed down to our
members, which is the uncertainty, having
trouble expanding or making plans to
expand because they don’t know how
long the tariffs will remain in place,” Ms.
Gingrich said.
Mr. Ciuriak, however, offered a more
optimistic outlook for Canadian steel,
despite the tariffs. “It is possible for Canadian suppliers to ﬁll some of the market
share that third-party exporters to the
United States have lost, even over the tariffs that Canadian producers now face in
the U.S., because transportation costs and
established supplier relationships make
Canada the preferred choice for some U.S.
buyers,” he said.
And Mr. Antunes noted it’s impossible to evaluate the impact of the tariffs
fully “because we don’t know the amount
of exports we would have had into the

U.S. this year without the tariffs.”

Did China use Canada as a back
door?
One impetus for President Trump
extending the steel tariffs to Canada is that
he saw it as a backdoor for China to dump
steel into the U.S. “I think there is a risk of
some pass through, there’s no question,”
Mr. Stephens said. He pointed out that
after Mr. Trump imposed the tariffs,
Canada “tightened up its procedures to
ensure that Canada would not be used as
a backdoor.” Those measures included
steep anti-dumping and countervailing
duties as well as more stringent tracking
rules “to ensure that Chinese product
imported into Canada does not ﬁnd its
way into the United States, circumventing
the U.S. tariff on Chinese imports,” Mr.
Ciuriak pointed out.
Canadian import data show a noticeable decline in steel and iron imports from
China in November 2018 compared with
November 2017 — from $72.3 million
down to $27.4 million. Ms. Gingrich said
some Chinese steel imports were displaced by imports from other countries,
such as Turkey or Vietnam, because the
high tariffs blocked their access to the U.S.
market. Indeed, Canadian import data
show that iron and steel imports from
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Turkey surpassed $82.7 million in November 2018 compared with $54.7 million in
November 2017. However, recent
monthly totals vary so widely that it’s
impossible to ascertain an obvious pattern
over the last two years. It’s similar for Vietnam. “It’s hard to track the steel once it
goes to another country and gets labelled
as being from that country,” Ms. Gingrich
said. “We suspect that some Chinese
imports might be travelling through other
countries and then eventually coming to
Canada, although it’s hard to really prove
that.”

China’s steel glut
The biggest problem is China’s overproduction of steel. “They produce
considerably more than what they consume and then that causes a glut on the
world market that drives down prices and
so on,” Ms. Gingrich said.
Ms. Wang at the China Institute
acknowledged that China has had an overcapacity in steel production for years. In
fact, one of the pushes behind the country’s ambitious Belt and Road Initiative is
to consume much of that excess production. But that excess steelmaking also
plays a crucial role in China’s state-run
economy. “A lot of these basic commodities are produced by large Chinese
state-owned enterprises,” Ms. Wang said.
“Many of these companies don’t make
money, but support a social welfare system
for their current employees and their past
employees. We’re talking about millions of
people, so the government is very reluctant to have them collapse.”

Tariﬀ days numbered?
Mr. Stephens said it looks like the
U.S. is preparing to lift the tariffs, which
he said were also used as leverage in renegotiations for a renewal of NAFTA, which
have since concluded, and morphed into
USMCA. Mr. Antunes is hopeful that once
the ﬁnal agreement is signed that Canada
can use it to put pressure on the U.S. on
the steel and aluminum ﬁles, as well as on
that perennial bugaboo, softwood lumber.
“The problem is that all these things take
time and in the interim we see our industries under pressure,” Mr. Antunes said.
Meanwhile, Mr. Stephens expects
that Mr. Trump will make a trade deal
with China, although he is doubtful that
the U.S. President will get all the concessions he would like. “In fact, my suspicion
is that at the end of the day, they’ll get the
best that they can, they’ll declare victory,
and probably the Chinese will not have
done most of what people think should be
done,” he said. That’s because it would be
“a very big lift” for China to restructure its
economy and, for example, stop subsidizing its state-owned enterprises.

Ms. Wang said there’s a lot of resistance in China to such
sweeping structural changes. “The Chinese government also has
to consider whether these large Chinese companies can fail,” she
said. “They can’t afford to have them fail.” Structural changes
aren’t easy, especially for a country as vast as China with its 1.4 billion population — even if such changes are widely desired. That
isn’t to say China hasn’t already undergone huge changes in Ms.
Wang’s lifetime. About 800 million people have moved out of
poverty, although 500 million still earn only about US$5.50 a day,
the New York Times noted last November. Ms. Wang says that’s
because China has stressed economic rights — the right to a living
wage and basic necessities. “But when it comes to freedom of
expression, freedom of organization, China is maybe even going a
little bit backwards in the last couple of years,” Ms. Wang said. “So
that really causes a lot of concern.”
The tariffs are just going to hurt U.S. competitiveness by hampering the purchasing power of the U.S. consumer, Mr. Antunes
said. That is a big concern because of the outsize force U.S. consumers exert on global demand. “The U.S. Administration is
essentially trying to protect some economic sectors using, I would
suggest, measures that are really not in line with much of what
we’ve seen in the WTO and much of economic thinking,” Mr.
Antunes said.
Ms. Wang meanwhile said that “ironically” China has
become something of a defender of the World Trade Organization
and the United Nations at the same time Mr. Trump is threatening
to abandon international organizations. “China is also ﬁling complaints against the U.S. through the WTO,” Ms. Wang said “But at
the same time, China is unique and has its own systems and
values. And then, of course, the Chinese government is not democratic and still an authoritarian government.”
While Mr. Antunes accused the U.S. of being overly protectionist and failing to heed economic theory, he nevertheless said
the U.S. has legitimate concerns about China’s entry into the
World Trade Organization and how it violates WTO rules about
market access and restraints on private enterprise. “I don’t mean
to beat up on the U.S. per se because I do think they have some
justiﬁcation in pushing China,” Mr. Antunes said.

The way forward
Ms. Gingrich noted one strategy for Canada to deal with its
deteriorating relationship with the U.S. is to increase its trade with
China. That’s something the steelworkers don’t support because
bilateral trade agreements with the Chinese tend to be one-sided
in favour of China. The union would instead prefer to implement
measures, including border adjustments, to compel China to meet
higher environmental and labour standards in its steel production.
Not surprisingly, the union also favours promoting Canadian steel
in domestic infrastructure projects as well as an end to the tariffs.
“Even though the relationship with the U.S. isn’t great at the
moment, we do strongly support an integrated North American
market,” Ms. Gingrich said. “We think the (Canadian) government failed in not expanding access to Buy America procurement
or domestic procurement in the U.S. for Canadian producers. But
another way that we could do it is to have better access for Canadian producers, or Canadian-produced steel, into the U.S.
market.” She added, “We’re hoping that the Trump Administration’s position on Canada is an anomaly and not something that is
maintained for the long term.”
In fact, she noted that the Trump Administration has granted
more tariff exemptions to Chinese companies than to Canadian
companies. (A study by researchers at George Mason University
found that 39 per cent of requests to waive tariffs on steel
imported from China were approved compared with 27 per cent
on imports from Canada.) “If these measures are going to be in
place for much longer, we want them to apply to the bad actors,
and not go after Canada and Canadian-made steel, because we’re
not the problem,” Ms. Gingrich said.
Mr. Ciuriak places that blame squarely with the U.S.: “The
U.S. abandonment of multilateralism for its not-so-new ‘me ﬁrst’
approach and unbound by agreed rules, only the rules it makes,
undermines its claim to be a trusted partner.”
He said Canada should work with China to de-escalate the
conﬂict but also “maintain a positive outlook towards the United
States,” and embrace constituencies, in government and the private sector that are “well-disposed to Canada.”

Research “ping” points bridge-crossing delays
BY KEITH NORBURY
Most of the goods traded between
Canada and the U.S., still one of the
world’s leading trading partnerships,
crosses the border in trucks. And most of
those trucks pass over three bridges straddling two rivers connecting the Great
Lakes of Huron, Erie, and Ontario. Until
recently, however, little was known about
long it takes trucks to cross the border.
That all changed recently when
researchers at the University of Windsor’s
Trafﬁc Lab obtained GPS data from nearly
400,000 border crossings by about
60,000 trucks owned by 750 companies.
The researchers crunched the data, millions of GPS “pings” in total, to reveal
details about how long they waited at the
border at different times of the day and
year as well as their directions of travel.

Big-data analytics
“It’s a new way of measuring
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things,” said Dr. Bill Anderson, Director of
the University’s Cross-Border Institute.
“It’s just an example of the sort of big-data
analytics that everyone talks about.” Dr.
Anderson was assisted by Dr. Hanna
Maoh, who heads the trafﬁc lab at the
Cross-Border Institute.

Six lanes prove superior
Among the ﬁndings, Dr. Maoh said,
were that “trafﬁc intensity had signiﬁcant
inﬂuence on crossing time” on two of the
three bridges: The Ambassador Bridge
between Windsor and Detroit, Mich., and
the Peace Bridge, which crosses the Niagara River about 20 kilometres upstream of
Niagara Falls. Trafﬁc intensity wasn’t such
a factor on the Blue Water Bridge, which
spans the St. Claire River between Port
Huron, Mich., and Sarnia, Ont., about
108 kilometres north of Windsor. A key
difference is that the double-span Blue
Water Bridge has six lanes of trafﬁc, three
in each direction, compared with two
lanes each way for the other two bridges.
That bolsters the case that the new sixlane Gordie Howe International Bridge
between Windsor and Detroit will
improve truck trafﬁc ﬂow when it goes
into service in the mid 2020s. “That
makes a big difference if anything breaks
down on the bridge because it’s a lot
easier to get around it,” Dr. Anderson
said.
The new bridge will also have a highway-to-highway connection, unlike
trafﬁc-signal-controlled roads leading to
the Ambassador Bridge, said Dr. Anderson, who disclosed that the institute also
does trafﬁc and economic research for the
Windsor-Detroit Bridge Authority, which
is building and will operate the new $5.7
billion structure. The inspection plazas on
either side of the new bridge will also be
much larger than the ones now serving
the privately owned Ambassador Bridge.

Crossing times variable
Another revelation from the study
“was that crossing times are more variable
during the summer season, and tend to be
longer during the late evening and past
midnight,” Dr. Maoh said. The analysis
also conﬁrmed that crossing times are
longer for trucks entering the U.S. than
for trucks coming into Canada. “There
could be two reasons,” Dr. Maoh said.
“One is that there is more trafﬁc going
towards the U.S. and the other thing is
security measures.” Crossing times were
also shown to be shorter on weekends,
when there is less trafﬁc. “And Sunday is
much less than Saturday,” Dr. Maoh said.
A paper on the study, titled “Examining the Variability of Crossing Times for
Canadian Trucks at the Three Major
Canada–U.S. Border Crossings,” was
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published in the 2018 edition of The Professional Geographer. According to an
abstract of the article, the study’s analysis
was based on 387,775 border crossings.

Pings reveal stops
Dr. Maoh explained that the study
examined GPS data in the form of pings
that every few minutes or kilometres
recorded a truck’s longitude and latitude
as well as a time stamp. “We took these
GPS pings and we sorted them based on
the date and time stamps, and then we
calculated the dwell time for the ﬁrst and
the last ping,” Dr. Maoh said. If the truck
dwelled at a certain point for a given
time, about 15 minutes, the researchers
assumed it had stopped. They also developed algorithms to differentiate between
primary and secondary stops. “Primary
stops are stops that pertain to delivering
or picking up goods, whereas secondary
stops reﬂect rest stops, for example, or
fueling stops,” Dr. Maoh explained.

How results might aid truckers
Carriers might use the recent study’s
ﬁndings “to identify the busiest times and
see whether it coincides with their schedules and that could help them introduce
some time buffers to ensure that they
don’t end up with late deliveries,” Dr.
Maoh said. Companies “could use the
ﬁndings to evaluate if they could shift
their deliveries from, say, late evening
hours to early evening hours or early
morning,” he noted. Overall, crossing
times between Canada and the U.S. are
speedy by world standards. “Looking at
the average crossing time on the Ambassador Bridge, we had something like 17
minutes coming into Canada and 21 minutes going into the States,” Dr. Anderson
said. But, he added, “Even though it
sounds good, if you can make it faster it’s
that much better.”
However, Dr. Anderson said, “the
variability in the waits can prove problematic for trucks on tight schedules to
meet the demands of modern industrial
supply chains. New hours of service regulations mandating how long drivers can
stay behind wheel can also come into
play. So if a truck were to get held up for
an hour it might turn out that that
driver’s going to run out of hours of service before the truck gets to its
destination.”

Bridges connect diﬀerent markets
Each of the bridges in the study
tends to serve slightly different markets.
The Peace Bridge connects Greater
Toronto with New England, New York,
and the mid-Atlantic states all the way
down to the Carolinas, for example.
Much of the trafﬁc on the Ambassador
Bridge originates in the Toronto area as

BILL ANDERSON

well but also from Quebec and then proceeds south along Interstate 95. The Blue
Water Bridge meanwhile is a main corridor between Toronto and Chicago,
although Chicago trafﬁc also crosses the
Ambassador Bridge.
“It’s interesting when you look at
those patterns that you see signiﬁcant ﬂow
of trucks coming up right from the Mexican
border and going further west, especially
across the Ambassador Bridge,” Dr. Anderson said. “But what’s kind of unique about
these truck crossings, especially on the
Ambassador Bridge, is the fact that they
support these cross-border supply chains.
It’s not unusual to have the same truck
crossing the bridge three times a day.”

Predictable crossing times
The border times study, though,
didn’t touch on what cargos the truck carried or even if they carried anything at all.
“The one piece of information I would
love to have for all those trucks is, is there
anything in the truck? Or is it moving
empty coming back from a round trip?”
Dr. Anderson said.
The study’s abstract did note that
crossing times at border facilities “can
have a signiﬁcant impact on the performance of the economy.” Dr. Anderson
expanded on that by noting that plants on
either side of the river supply parts, such
as engines, for factories on the other side,
and vice-versa. “In order for the assembly
line to keep moving, those trucks have to
arrive on time. But they’re not supposed
to arrive early, Dr. Anderson said. “You
need to have not just fairly quick but also
very predictable crossing times.” And
that’s an important consideration in
Canada’s trade.

Logistics set up for ‘a fall of catastrophic proportions’
in a no-deal Brexit
BY ALEXANDER WHITEMAN
Panic is setting in among UK logistics operators as the country
approaches its departure from the European Union. With just 17
working days between now and the scheduled 29 March withdrawal, industry associations are expressing “deep concern” at the
lack of preparedness. The British International Freight Association
(BIFA) has warned that logistics operators may ﬁnd themselves
liable for difﬁculties arising from a no-deal withdrawal. It said:
“Given the likelihood of customs clearance delays following a hard
Brexit, it could be argued that such delays are both expected and
thus could be avoided.”
Thus, it added, logistics operators may ﬁnd it difﬁcult to rely
on legislation governing liability exemptions for delays caused by a
no-deal Brexit. In particular, it cited the Convention for the International Carriage of Goods by Road (CMR) exemption in Article
17 as an example.
“Bifa has consistently argued that of all the modes, road will
be the one most impacted by the changes,” it said. “We have been
recently approached by solicitors regarding Brexit’s impact on
CMR for damages, particularly where there is a delay.”
And the overall lack of certainty surrounding the departure
led Road Haulage Association Chief Executive Richard Burnett to
declare the industry “not ready”. And he slammed the government for having “lost its way” in reaching a withdrawal agreement
with the EU member states. “There are some momentous decisions to be made, both in the run-up to Brexit and beyond,” he

said. “Yet tens of thousands of hauliers, responsible for the supply
chain between the UK and the Europe, are still in the dark.
“Because of government ineptitude, they are simply not
ready.”
Mr. Burnett added that this went far beyond trucks, noting
that a transport delay of six hours could, for example, lead to
events in the music sector being cancelled. He also called into
question the cabinet’s understanding of the effects of Brexit, citing
comments transport secretary Chris Grayling made 12 months
ago. Mr. Grayling said: “We will maintain a free-ﬂowing border at
Dover – we will not impose checks in the port. We don’t check
lorries now – we’re not going to be checking lorries in Dover in
the future. The only reason we would have queues at the border
is if we put in place restrictions that created those queues – we are
not going to do that.”
This, Mr Burnett claimed, was at odds with reality, describing
Mr. Grayling’s comments as “misleading”. “If the French are going
check both inbound and outbound trucks, the timing of the supply
chain into the UK will be severely affected,” he said. “The whole
situation has turned into a farce, as is being clearly demonstrated
in Calais right now.
“And, through no fault of its own, the industry on which the
economies on both sides of the Channel rely so heavily is being set
up for a fall of catastrophic proportions.”
Reprinted courtesy of The Loadstar (www.theloadstar.co.uk)

Tumbling Asia-to-U.S. rates could hamper carriers in
contract renewal talks
BY MIKE WACKETT

Container spot rates from Asia to the
U.S. are sliding fast, with the early March
Shanghai Containerized Freight Index
(SCFI) recording a further 10 per cent
drop for the U.S. west coast and 7 per
cent for east coast ports.
With new annual contract negotia-

tions about to begin in earnest, transpaciﬁc carriers hoping to secure a 20 per
cent+ rate hike from BCOs will need a
very convincing pitch, and get meetings
booked early, before rates tumble even
further. Due to a positive impact on rates
from the front-loading of cargo in the

latter part of last year, designed to beat the
threatened imposition of a new 25 per
cent duty on a wide range of consumer
goods, spot rates are still above the level of
a year ago. The U.S. west coast component of the SCFI stands at $1,549 per
40ft, 23 per cent higher than 12 months
ago, with the rate for the U.S. east coast at
$2,640 per 40ft, 11 per cent ahead.
Donald Trump again postponed the
“immovable” March 2 deadline for the 25
per cent punitive tariff hike on some $200
billion of Chinese imports and tweeted
that the trade talks had made “substantial
progress”. Depending on the rhetoric, and
any new duty hike deadline set by the
U.S. Administration, the additional deferment could lead to another wave of cargo
front-loading, albeit that retailers are
already reporting high levels of inventory.
Carriers have voiced some concern over
the unpredictability of the tradelane in
their outlook guidance. “Signiﬁcant uncerMarch 18, 2019 • Canadian Sailings • 49

tainty over the development of transpaciﬁc trade volumes was
part of the reason for Maersk to announce a downbeat guidance
on earnings in 2019,” said Alphaliner.
Meanwhile, Asia-North Europe carriers are coming under
increased pressure to ﬁll their ships in the aftermath of the Chinese New Year holiday, obliging the 2M Alliance to switch some
capacity to the more robust Mediterranean tradelane from April,
in a network reshufﬂe. The North Europe component of the SCFI
slid another 4.2 per cent this week, to $796 per TEU, which compares with a spot rate in the same week of 2018 of $721 per TEU.
Alphaliner said 2M’s weekly capacity offering would be some
6,000 TEUs, or 6 per cent, lower in the second quarter, compared
with the same period of 2018. In contrast to the judicious

approach of the 2M, VSA rival the Ocean Alliance plans an extra,
seventh loop from April, which seems certain to add downward
pressure on rates. Indeed, member line CMA CGM has published
new Asia-North Europe FAK rates, valid from 15 March, which
show a signiﬁcant reduction on its current prices. The new rates
are $950 per 20ft and $1,700 per 40ft, compared with $1,250
and $2,400.
Although spot rates for Mediterranean ports, as recorded by
the SCFI, fell by 5.5 per cent in early March, to $810 per TEU,
they remain 12 per cent higher than a year ago and, in general,
the tradelane has a more positive outlook than its bigger neighbour.
Reprinted courtesy of The Loadstar (www.theloadstar.co.uk)

‘Outdated’ U.S. intermodal infrastructure is letting us
down, claim farmers and exporters
A coalition of U.S. farmers and their
forwarders claims the country’s logistics
infrastructure is “inadequate” and domestic business is losing out to imports. Board
member of the Agriculture Transportation
Coalition (AgTC) Donna Lemm told a
Senate Committee hearing that failing
intermodal transport threatened the U.S.
economy. “All over the country we are
faced with bottlenecks, delays and handcuffs in our ability to execute within the
supply chain,” she said.
“Surging imports have clogged ports
and, in turn, trains moving inland have
containers stockpiled and carriers
already short of drivers sit idle, waiting
for availability of containers. “Our entire
international and domestic transportation supply chain fails. Our producers
have to store, or destroy, their production and obviously lose the sales they
depend upon.”
In particular, Ms. Lemm said, a lack
of equipment – not least reefers and rail
chassis for moving goods to ports and
onwards – was causing major congestion
at rail terminals. Furthermore, she
pointed to the failure of Port Authorities
to redevelop and update their terminals.
“Most terminals were designed to
accommodate containerships a quarter
the size of those now carrying U.S.
exports and imports,” said Ms.
Lemm. “Today, ships of 12,000-14,000
TEU are calling our ports. Ocean carriers
have consolidated their services into
alliances, sharing space on these mammoth ships.” She added: “The ships
aren’t the only requirements that are getting larger; more berthing space, larger
cranes and the immediate issue of scalability is front and centre.” As a result,
Ms. Lemm said, exporters were faced
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BY ALEXANDER WHITEMAN

with fewer vessel calls and shorter scheduling windows to ship larger volumes,
while alliances and consolidation gave
less carrier choice.
To exemplify her point, she said the
containers of one AgTC member, the
second largest exporter in the country,
were being shut out, while “container
volumes often get cut in half when loading because of capacity constraints and
tonnage maximums on vessels”. She
added: “When we cannot deliver, affordably and dependably to our customers in
Asia, Europe and around the world,
those customers will find alternative
sources.”
The Committee hearing followed
what AgTC recently called an “insane”,
“appalling” and “a huge mistake” by
shipping lines to impose a ‘street turns’

fee. Carriers, including Zim and HMM,
implemented charges of between $40
and $75 for fully used containers in both
directions at the start of February. Ms.
Lemm described the move as “particularly counterproductive”, noting that
street turns actually helped mitigate
some of the damage caused by congestion. “Our system has gaps causing huge
challenges in the movement of agriculture and forest product exports in
containers from origin to rails and then
to marine gateways,” she said. “There is
a real need for a solution to protect U.S.
agriculture and forest product shipments
from falling deep into challenging areas
in the system currently hindering
exports.”
Reprinted courtesy of The Loadstar
(www.theloadstar.co.uk)

CMA CGM unveils billion-dollar cost-cutting plan
as profits tumble
BY ALEX LENNANE

CMA CGM is to attempt to shave
$1.2 billion off its costs as it consolidates
its position following acquisitions. The
French carrier announced the plan as it revealed its 2018 results, which saw record
revenues of $23.5 billion, up 11.2 per
cent. This, however, translated into a pretax proﬁt of $167.7 million, down from
$800.7 million a year earlier. Operating expenses rose from $18.9 billion to $22.3 billion, while core EBIT was $610.4 million,
down from $1.57 billion, following a 33
per cent increase in fuel prices. Volumes in
TEUs were up 9.3 per cent and the line
added: “Despite an increase in oil prices,
our recurring EBIT margin remains considerably above the industry average.”
But the key announcement was the
$1.2 billion cost reduction plan – although there was little detail on how it
would be achieved. In fact, the only detail
was that the reduction would be achieved
“through the optimization of lines and
brands, and by further streamlining
processes”, including continuation of the

carrier’s “digital transformation”.
The target follows a year in which the
line invested in both Ceva Logistics and
Containerships, an intra-European regional
service. It spent some $963 million in cash
for investment activities, while its free cash
ﬂow for the year fell from $1.6 billion in
2017 to $237 million. It expects to see a
cost reduction via its stake in Ceva,
through “pooled operations and cost synergies, such as cooperation for purchases
and the implementation of shared services”. It also sold its logistics arm to Ceva,
enabling the “integration of CMA CGM’s
freight forwarding activity into Ceva to increase Ceva’s footprint in ocean freight forwarding and to allow economies of scale”.
It said: “The group will be able to offer a
complete range of logistics services, covering the entire logistics chain, from production logistics to last-mile delivery, and
including air, sea and land transport services as well as warehousing services.”
Meanwhile in a Q&A last week, Chief
Executive of Ceva Logistics, Xavier Urbain,

expanded: “In my opinion, [Ceva’s] competitive edge will be ampliﬁed with the services
CMA CGM is giving us access to, like rail
connection between China and Europe, alternatives to air like transpaciﬁc fast vessels,
etc. We therefore expect very positive reaction from our customers and increased competitiveness for Ceva in the marketplace.”
CMA highlighted some of its digital
changes last year, noting its use of AI to support crews’ on-board decision-making; its
investment in start-up BuyCo, to develop of
an electronic bill of lading secured by
blockchain; its investments in Nyshex, the
ﬁrst digital marketplace for sea freight contracts to propose space protection, and edray, a software platform designed to
improve container handling operations in
terminals. It has also become the ﬁrst shipping line to be featured on the Freightos
platform.
Rodolphe Saadé, Chairman and Chief
Executive of the group, said: “In 2018, in a
difﬁcult environment, the group posted a
sharp rise in volumes and a record revenue
of nearly $23.5 billion. We are pursuing our
strategy of innovation and digital transformation in order to continue to offer excellent
service to our customers and strengthen our
performance. In 2019, despite persisting
geopolitical tensions, trade perspectives are
positive. We will continue our development
with the objective of improving proﬁtability.
That is why we are launching a new $1.2
billion cost reduction plan. “In addition,
through the friendly public tender offer we
are conducting on Ceva, our ambition is to
become a world leader in both transport and
logistics, thereby providing a complete and
efﬁcient service offer to our customers.”
Reprinted courtesy of The Loadstar
(www.theloadstar.co.uk)

As automation advances, transport workers must be
helped to develop new skills
BY ALEXANDER WHITEMAN
Governments and industry must ensure access to the skills
of the future, as automation and artificial intelligence reshape
the transport sector, urges a new report. More than 168 million
people work in transport worldwide, with 87 per cent making
up the low (15 per cent) and medium (72 per cent) skilled
workforce. Jens-Uwe Schroder-Hinrichs, of the World Maritime

University (WMU), said it would be these workers most
affected by change. However, he added: “The pace of introduction of these new technologies will not be as fast as some
publications have reported.
“But the pace is predictable and is linked to the increase in
trade, so can be forecast, and what we see is the low- and
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medium-skilled workforce will be the
ones impacted.”
WMU has published Transport
2040: Automation Technology Employment, commissioned to identify global
trends and changes in transport. The
report suggests the pace of introduction
of AI and automation will be “greatly
influenced” by demographic changes
and safety factors.
Mr. Schroder-Hinrichs said: “We
believe it is important to raise more
awareness of the impact of technology
and automation. We need policies to
address automation, such as who is
going to pay for retraining, and someone
to identify essential skills to protect the
workforce.”
Enrico Tortolano, of the dockers’
sector of international union ITF, said he
was pleased to see the report found
there would still be a need for
dockers. But he questioned why so many
ports appear keen to automate, despite
the report’s findings that automation
does not bring the required level of productivity. “It was a longshoremens’
union leader who negotiated containerization on the west coast, as he
understood it offered, safer better conditions
for
dockers,”
said
Mr.
Tortolano. “So we are not against
change, we just want it done in a way
that is not against unions and does not
affect their members’ pay, pensions or
treatment.”

ITF Secretary General Stephen
Cotton said he recognized automation
and technology was important for societies and politics and not just business,
but added: “We need to know how we
can ensure employment, new kinds of
employment, and access to new skills.
Commenting on the report, Secretary
General of the International Maritime

Organization, Kitack Lim, said IMO
would play its part. “We are at a very
critical point, not only for technology
but for the safety of ships and environmental issues,” he said. “People must be
helped to qualify for the jobs of the
future.”
Reprinted courtesy of The Loadstar
(www.theloadstar.co.uk)

Two-month wait for cargo aboard fire-hit
Yantian Express
BY GAVIN VAN MARLE
Shippers with damaged cargo on
board ﬁre-stricken Yantian Express may
have to wait up to two months before they
receive their goods. Owner Hapag-Lloyd
said the vessel remained at a berth in
Bahamas’ Freeport, which has been “designated exclusively to receive the
distressed containers/cargo” due to “security, health, safety and environmental
considerations”.
“The Port Authority is monitoring
the preparation of the site and is yet to
give its ﬁnal approval to start discharge
operations. “We hope to receive permission to commence this operation shortly
and, based on the information currently
available, we expect the discharge to take
approximately two months,” it said in a
customer advisory.
General average was declared on the
7,500 TEU vessel on 28 January and
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salvor SMIT Salvage Americas was engaged under a Lloyds open
form contract, which effectively means SMIT is entitled to retain
the cargo until salvage security is provided.
However, Hapag-Lloyd added that SMIT had issued an early
security demand to help shippers move their cargo quicker.
According to documents from Richards Hogg Lindley, appointed
as the adjustor, cargo owners will need to deposit a salvage security and a general average security. Shippers whose cargo is
insured can lodge guarantees provided by their insurers.
However, Richards Hogg Lindley documents explain: “For
uninsured cargo, a cash deposit of 32.5 per cent is required as salvage security. An additional 28 per cent is also required as general

average security. The total deposit required is therefore 60.5 per
cent. The deposit is to be calculated based on the cargo CFR value
[cost of the cargo including the cost of sea freight].”
The ﬁre broke out last month in a container stowed on the
vessel while it was en route to the port of Halifax. The blaze then
spread to other boxes. Heavy weather rendered the crew’s ﬁreﬁghting efforts fruitless, forcing them to temporarily abandon
ship. The 2002-built, 320-metre vessel sails under a German ﬂag
in THE Alliance’s East Coast Loop 5 (EC5) service, which connects South-east Asia with the east coast of North America via the
Suez Canal.
Reprinted courtesy of The Loadstar (www.theloadstar.co.uk)

Fire-stricken APL Vancouver Singapore-bound after
general average is declared
Fire-stricken 9,200 TEU APL Vancouver has arrived in a Singapore lay-by
berth for inspection by surveyors, following the decision to declare general
average (GA). In the early hours of January 31, off the Vietnamese coast, a fire
started in a cargo hold forward of the
vessel’s accommodation block. The ship,
in transit from China to Singapore, had
to be partly evacuated during the firefighting operations and APL said that
there were no reported injuries to crew
members.
The CMA CGM subsidiary declared
GA on 7 February, instructing salvor
Ardent Marine on Lloyd’s open form
terms, but details of the average adjustors have not so far been advised.
GA is a principle of maritime law
where damages and salvage costs are
shared among the cargo in proportion to
its value. London-based marine claims
firm WE Cox Claims Group said it
expected cargo loss on the APL Vancouver to be “significant” after several days
of water being pumped onto the ship
and cargo to fight the fire. Unconfirmed
reports advise that the ship, which operates on APL’s CIX (China-India Express)
service, had around 4,500 containers on
board.
APL said the vessel had been
cleared for departure to Singapore following inspections by the salvage team
and a classification society surveyor, and
that additional safety measures had been
provided, including an escort tug for the
duration of the voyage.
“The incident on board the vessel
has been brought to an end, with swift
emergency response by its crew and
immediate salvage operations that were
activated,” said APL, adding there

Photo: APL

BY MIKE WACKETT

would be a full investigation to determine the cause of the incident.
Meanwhile, shippers with cargo on the
vessel face weeks of uncertainty over
the status of their shipments and the
details of what GA security will be
needed.
Elsewhere, shippers with containers
on the 7,500 TEU Yantian Express,
which caught fire off the coast of
Canada on January 3 are now beginning
to discover the status of their cargo. The
vessel, operating on the east coast Loop
5 of THE Alliance Asia-U.S. east coast
service, arrived at its nominated safe harbour in Freeport, Bahamas on February
4. Hapag-Lloyd declared GA on January
25 and the carrier, along with The
Alliance partners ONE and Yang Ming
have advised that there are 198 containers that are “most likely” to be a total
loss to fire damage and a further 460

that were stacked in the vicinity of the
fire will require inspection.
It is the intention to discharge
potentially salvageable containers when
surveyors for the cargo interests will
invited to inspect their contents. Cargo
interests for containers that survived the
fire will be required to provide GA security and a separate salvage security
before the boxes are released, and are
also likely have to pay the cost of relay
to the final destination. Of the expected
total-loss containers, ONE has the highest number, 99, followed by
Hapag-Lloyd with 68 and Yang Ming
with 31. It is estimated that less than 50
per cent of cargo in containers shipped
globally are insured.
Reprinted courtesy of The Loadstar
(www.theloadstar.co.uk)
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Maersk ensures supply of low-sulphur fuel on U.S. east
coast for IMO 2020
BY MIKE WACKETT
Maersk has announced a deal with
New Jersey-based crude oil reﬁner PBF
Logistics to supply its vessels on the U.S.
east coast with low-sulphur fuel oil
(LSFO) to meet IMO 2020 regulations.
The pact is a proactive reaction by the
Danish group to growing concerns that
there could be shortages of compliant fuel
for the 1 January 2020 start date of the
IMO’s 0.5 per cent fuel cap ruling. And it
follows the transport and logistics group’s
statement last August, securing a longterm agreement with Dutch tank storage
operator Royal Vopak for a dedicated 0.5
per cent sulphur bunkering point at Rotterdam. “This [BBF] processing agreement
forms a cornerstone in Maersk’s fuel
sourcing strategy for the IMO 2020 sulphur cap,” said Niels Henrik Lindegaard,
head of Maersk Oil Trading.
“The vast majority of our ﬂeet will
comply with the regulation through use of
compliant low-sulphur fuels. With the
capability to produce and store on the
U.S. east coast, we take control of the fuel
supply in [what is] a key maritime hub for
us,” he added. Maersk said the agreement
would secure about 10 per cent of its
annual fuel demand.
Meanwhile, Gothenburg-headquartered marine insurer The Swedish Club
claims the shipping industry is insufﬁciently prepared for the switch to LSFO
for the majority of the world’s maritime
ﬂeet. In a recently published IMO 2020
sulphur guide whitepaper, the club estimates a production switch to LSFO of up

to four million barrels a day will be
required to satisfy the demand of nonscrubber ﬁtted vessels from January 2020.
“This requirement will place considerable
strain on the worldwide infrastructure of
marine fuel supply and, consequentially,
result in an expected rise in fuel prices of
compliant fuel,” says the report.
The big unknown, it adds, is the price
spread between the fuels, some market
analysts suggest the difference could be as
high as $600 per tonne. But it is the availability of compliant fuel on 1 January 2020
and the uncertainty of how the IMO 2020
regulations will be policed that is causing
sleepless nights for ship operators. It is
reported that IMO is working on a fuel oil

non-availability report (FONAR) for use
when IMO 2020 regulations come into
force. FONARs have been used sparingly
in the ECAs of the U.S. and North European 0.10 per cent low sulphur regions
since they were tightened in 2015. They
allow vessels to submit details of situations
where they have been unable to obtain
compliant fuel and thus support their
claim to avoid prosecution. The Swedish
Club notes it will be individual states that
will be responsible for enforcing IMO
2020 regulations, which will include the
decision to prosecute, the amount of any
ﬁne and the possible detention of a vessel.
Reprinted courtesy of The Loadstar
(www.theloadstar.co.uk)

Scrubber debate heats up as EC calls on IMO
to restrict their use
BY MIKE WACKETT
The pro-scrubber Clean Shipping Alliance 2020 has
strongly criticized the EC for urging the International Maritime
Organization (IMO) to restrict the use of open-loop exhaust gas
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cleaning systems (scrubbers) in ports around the world. But vessels ﬁtted with scrubbers are in high demand and at least a third
of newbuild vessels will have them, enabling the ships to continue to consume cheaper, higher-sulphur fuel. Under its 0.5 per
cent sulphur cap on fuel used by ships from 1 January 2020, IMO
currently approves the use of both open-loop scrubbers, where
wash water is discharged back into the ocean, and closed loop
systems, where the water is retained for disposal at a suitable port
facility. The EC has submitted an “evaluation and harmonization”
proposal for consideration at IMO’s Marine Environment Protection Committee (MEPC 74), due to meet in London in May.
CSA 2020 Executive Director Ian Adams said: “This pro-

posal is an attempt by the EC to push forward restrictions on scrubbers, which are
accepted globally by IMO, EU and others
as acceptable means of improving air
emissions quality in controlled areas.”
“Within two weeks of a draft surfacing, the commission had taken the
proposal to a one-day working party
review and then submitted it to IMO,” he
said. “Clearly this was planned to avoid
the open discussion and deliberation that
a proposal with such far-reaching impact
requires.”
Mr. Adams claimed the EC’s proposal
was “based mostly on speculation”, and
that there was an “absence of credible evidence” to support the restrictions on
scrubbers.
“The EC initiative is needlessly creating baseless concerns at a time when
there are already very real issues in the
maritime industry regarding the future
availability, suitability and cost of fuels
and the effects on global trade and shipping that this will have,” said Mr. Adams.
According to a review by Londonbased shipbroker Clarksons, only around
4 per cent of the world’s maritime ﬂeet is
slated to have scrubbers installed by IMO
2020, however by tonnage this rises to
some 10 per cent. Signiﬁcantly though,
Clarksons notes that 32 per cent, almost a
third of the vessel orderbook, will be ﬁtted
with scrubbers, given that it is more costeffective to install the systems at the build
stage rather than to retroﬁt, which could
involve the vessel spending up to six
weeks out of commission.
CSA 2020, which represents over 30

commercial and passenger shipping companies, said its members had invested to
prepare their ships for IMO 2020 regulations, which “endorse the use of open and
closed loop scrubbers in all waters”. “To
see the Commission take this step…. is
beyond disappointing,” said Mr. Adams.
Singapore is so far the most high-proﬁle port to ban the use of open-loop
scrubbers in its waters from 1 January
2020, but several other ports are also considering bans. However, according to
some experts, the ban will in practice
have a minimal impact on the economics
of scrubbers ﬁtted on deepsea vessels,
given that they already have to switch to
low-sulphur tanks when trading in SECAs

(sulphur emission control areas).
Notwithstanding the potential ban
on open-loop scrubbers in ports, with the
price difference between HFO and LSFO
(low-sulphur fuel oil) predicted to be
around $200 per tonne, the ‘winners’
from IMO 2020 in the liner sector could
be carriers such as MSC and Evergreen
that have a pro-scrubber strategy.
Moreover,
brokers
The
Loadstar spoke to recently are already
looking at a two-tier charter market from
next January, with vessels ﬁtted with
scrubber technology expecting to command a signiﬁcant daily hire premium.
Reprinted courtesy of The Loadstar
(www.theloadstar.co.uk)

Shippers must share the financial impact on carriers of
IMO 2020 compliance
BY MIKE WACKETT in Long Beach
The implications for carriers and BCOs
of the IMO low-sulphur regulations that
come into force in less than ten months
have dominated February’s JOC TPM Conference in Long Beach. Normally the
annual event, this is the 19th, marks the
start of annual contract rate negotiations on
the transpaciﬁc, but this year the spectre of
IMO 2020, and how the greener fuel is to
be paid for, has overshadowed all other
topics. Shippers have admitted to not trusting the carriers, which know they must
recover these costs, which could add up to
$15 billion a year for the industry.
However, during a conference session
yesterday, Neil Glynn, research analyst at
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Credit Suisse European Transport, said he was not optimistic that
container lines could achieve this. “Historical data does not give an
awful lot of conﬁdence that the carriers will be able to pass on the
extra fuel costs,” he said.
However, on the same panel, Uffe Ostergaard, Hapag-Lloyd’s
President for North America, said, given the magnitude of the additional cost of low-sulphur fuel oil (LSFO), any carrier that decided
not to recover the costs in order to grab market share, would be
looking at a “short-lived venture”.
And, during a later panel discussion, George Goldman, President of Zim USA agreed carriers would be “stupid” if they did not
pass on the increased cost of fuel to their customers. Nevertheless,
he admitted, it would not be easy to convince shippers that they had
to pay new BAFs. It would be a “challenge to sit down and have an
honest dialogue with shippers” on IMO 2020-related surcharges.
Mr. Goldman said every new Zim contract on the transpaciﬁc would
have a ﬂoating BAF, separate to the freight.
“By and large, the small guys will accept our BAF formulae, but
the bigger guys might try and impose their own,” he said.
Meanwhile, on the sidelines of TPM, The Loadstar spoke
to several BCOs who said they were “still confused” about the
new BAFs, some complaining the surcharges had not been properly explained. And one shipper said: “I still don’t trust the
carriers. I can remember many occasions when they have tried

to impose surcharges in the past without any justification. “And
we are still recovering from the demurrage and detention
charges that they hit us with at Long Beach, due to port congestion, and we think that this was just an easy revenue earner for
the carriers,” she added.
Seabury Maritime has launched a white paper on the topic.
Vice-President Nikos Petrakakos said: “The 2020 deadline to reduce
sulphur oxide emissions is one of the most signiﬁcant regulations
impacting liner shipping in recent memory. “With fuel costs already
representing more than 50 per cent of operating expenses, IMO
2020 poses an increase too signiﬁcant for carriers to absorb and stay
operational.” According to Seabury Maritime’s analysis, today’s cost
of approximately $1,600 to ship a container from China to the
USEC, will rise by $600 after IMO 2020 regulation is in place.
“Shippers should be prepared to share in the risk of changing fuel
prices through the assessment of reasonable and transparent fuel-surcharge calculations.”
The white paper noted that the lack of industry standard for
fuel surcharge computation, or a clear picture of the underlying
costs for low-sulphur fuel, allows participants to only roughly estimate its economic impact. Several factors affecting a carrier’s
calculation of the fuel surcharges add complexity, making transparency paramount to building trust on both sides, it added.
Reprinted courtesy of The Loadstar (www.theloadstar.co.uk)

IMO 2020 low-sulphur fuel cap ‘could cost shipping
industry $3 billion’ next year
Shipping costs could rise by $3 billion
next year, according to a new report that
will undoubtedly unnerve shippers – but
the rise is less than some reports have forecast (see comment below). The cost rise
will follow the “steep” drop associated with
next year’s IMO implementation of the 0.5
per cent sulphur cap, against 3.5 per cent
allowed now. The report, 2019 Global
Container Shipping Outlook, by Alix Partners, notes that the new cap would see the
costs of shipping on eastbound Asia-Americas and Asia-Europe routes increase by up
to $3 billion.
The Managing Director of the consultancy group, Esben Christensen, noted that
2019 would be a “turbulent year” for shipping as it “braces” for the implementation
of ISO 2020. He added: “This, on top of the
steady expansion of ﬂeet capacity and its
dramatically increasing ﬁnancial leverage,
will likely further constrain carriers’ room
to manoeuvre.”
Had the cap come into force in 2018,
Mr. Christensen said, carriers on AsiaEurope and Asia-Americas routes would
have had to increase charges by 40 per cent
($270) and 33 per cent ($150) per FEU,
respectively. Furthermore, the report states
that the debt-to-proﬁt ratio of listed global
carriers hit 10.1 per cent last year, up from
7.5 per cent in 2017, suggesting declining
proﬁt margins.
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BY ALEXANDER WHITEMAN

This focus on proﬁtability, however,
ignores the environmental effects of refusing to go greener, and a search of the full
report reveals that at no point was the environment considered. Some observers say
this is indicative of a wider industry problem that sees proﬁt as more important than
offsetting the “ever-worsening threat to life
on earth”.
However, one source told he was convinced shippers were prepared to pay for
cleaner fuel, but noted many carriers were

still failing to explain their new bunker surcharge formulas properly. “Many shippers
now even have environmental clauses in
their tenders, but most of the carriers are
still concentrating on the sea freight
aspect,” he said. “They are not spending the
time to explain BAF surcharges to their customers. “If carriers are crazy enough not to
recover the extra cost of low-sulphur fuel,
they deserve to go bust.”
Reprinted courtesy of The Loadstar
(www.theloadstar.co.uk)

Bolloré and COSCO tie the cooperation knot tighter ‘to
explore new opportunities’
BY ALEXANDER WHITEMAN
COSCO Shipping and Bolloré Logistics have entered a new partnership to
“densify” commercial relations, as forwarders continue to get closer to carriers.
The news comes as the French logistics
operator reported a 4 per cent upturn in
sea freight volumes for 2018.
Bolloré’s Deputy Chief Executive,
Philippe Labonne, said: “The two companies, partners for over 20 years, want to
densify their commercial relations while
exploring new opportunities for cooperation in transport, logistics and port
infrastructure.” Bolloré’s full-year results
show air freight volumes growing at 3.9
per cent, comparable with the global average reported by IATA this year.
And looking ahead, the company
said it was forecasting growth of 3.7 per
cent in air freight, but a slowdown in sea
freight growth, anticipating something in
the region of 3 per cent. Sea freight procurement director Anne-Sophie Fribourg
added: “December saw a record surge of
over 30 per cent, that’s 9 per cent higher
than in 2017, so we ended the year with
nice momentum. “Activity is expected to
calm, as usual after the Chinese New
Year, but barring any negative developments we should see modest 3 per cent
growth against 6 per cent capacity
increases in 2019.” However, the company acknowledged trade tensions
between the U.S. and China were “potential wild cards” that could affect export

patterns. Furthermore, it warned there
could be a continuation in the slowdown
in economic growth, with both the IMF
and UN lowering their forecasts for this
year.
“Many observers fear the record
expansion of the U.S. economy is running
out of steam and could reverse, and signs
of decelerating are visible elsewhere,”
said the company.
“Figures released in early February
show Eurozone growth dropped to 1.8
per cent in 2018 compared with 2.4 per
cent the previous year; and while ofﬁcial
statistics showed China’s economy still

booming with a 6.6 per cent advance, it
was the smallest increase since 1990.”
Focusing on maritime activity, Ms.
Fribourg said implementation of the
IMO’s low-sulphur fuel cap would have a
“major” effect on rates. She said carriers
were preparing supplemental charges of
$120 to $160 per TEUto pass on the extra
costs involved to their customers. “As
always, just how those are applied will be
shaped by supply and demand factors, and
whether carriers prioritise margins or volumes,” she explained.
Reprinted courtesy of The Loadstar
(www.theloadstar.co.uk)

Deal with SF Holding brings DP-DHL ‘unprecedented
access to China’s domestic market’
BY ALEXANDER WHITEMAN
Deutsche Post-DHL has completed
the sale of its supply chain operations in
China to SF Holding, for €700million.
The deal will see the two companies partner for ten years, the new business
branded SF DHL Supply Chain China,
before separating at the end of that
decade.
Chief Executive of DP-DHL Frank
Appel described the partnership as a
“strategic milestone”, adding that he
believed it would create a “unique” endto-end supply chain platform. “China is on
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course for sustainable growth, and SF DHL Supply Chain China
is well-placed to serve the increasing demands for world-class
supply chain services,” he said. “The agreement, therefore, is the
cornerstone for DP-DHL Group to gain unprecedented access to
China’s immense domestic market.”
The former Chief Executive of DHL Supply Chain China, Yin
Zou, has been appointed the joint partnership’s Chief Executive. Chairman of SF Holding Dick Wong said he hoped the
partnership would allow the company to move “solidly” ahead
with its development plans. “We are expanding our domestic
footprint through SF DHL Supply Chain China to cater to our customers across a multitude of industries,” he said. “This deal with
DP-DHL Group also helps us to better serve multinational
clients.”

By partnering with SF, DP-DHL will receive a “revenuebased partnership fee” from the business, on top of the upfront
fee SF Holding has paid. The deal was initially announced in
October and covers DHL Supply Chain activities in mainland
China as well as Hong Kong and Macau.
At the start of last year, SF Holding subsidiary SF Express
ploughed $100 million into U.S. digital freight forwarder Flexport
and Mr. Wong explained that today’s deal was part of the same
expansion strategy. “SF Holding has been actively expanding its
B2B capabilities and pursuing different strategic partnerships to
grow SF Holding into a truly integrated logistics solutions
provider that delivers best-in-class services for our clients,” he
said.
Reprinted courtesy of The Loadstar (www.theloadstar.co.uk)

Container manufacturers and lessors facing a tough
year as prices tumble
BY GAVIN VAN MARLE

The container manufacturing industry is on course to post
a staggering loss this year.
According to the latest research from Drewry Maritime
Advisors, the cost of production is soaring above new box
prices. Drewry’s Container Leasing, Census & Equipment
Insight reports that in the fourth quarter last year, a glut of new
containers forced down prices to the extent that manufacturers
are losing $100-$200 on each one sold. These losses have
come even as the price of steel has also declined, and the analyst added that with demand for container transport expected
to soften for the remainder of the year, “production cuts might
not do much to raise prices”.
Drewry added that this was likely to cause particular problems for container leasing companies, which tend to have their
best years when box prices are high and investing in equipment
weighs heavily on carriers’ balance sheets – in the aftermath of
the recession, container lessors tended to buy the bulk of new
equipment, which has left them exposed to the current glut of
new units. “Maintaining the trend of recent years, the con58 • Canadian Sailings • March 18, 2019

tainer equipment lease industry has been leading the way in
terms of investment in new equipment, and their fleets are
starting to look a little bloated,” it said. “With the market
increasingly saturated with dry vans, utilization has started
falling and lease rates have begun to decline.
“The prospects for 2019 suggest that things might get
worse for leasing companies as Drewry is forecasting a slowdown in port throughput after last year’s 4.7 per cent growth.”
This is likely to lead to decline in demand for new equipment
from lessors and lead manufacturers to curb production, but
the effects are unlikely to be seen until next year.
“Container equipment prices and leasing rates are
expected to continue declining this year until stabilizing in
2020. While this market weakness is expected to slow production of new equipment, equipment availability will remain
sufficient thanks to moderating trade and vessel fleet growth,”
it said.
Reprinted courtesy of The Loadstar (www.theloadstar.co.uk)

HMM ends 2018 in the red, but has high hopes for new
ships and alliances
BY MIKE WACKETT
Subsidized South Korean ocean carrier Hyundai Merchant
Marine (HMM) continued to bleed money in the ﬁnal quarter of
2018, to end the year some Won808 billion ($720 million) in the
red. It attributed the loss, which follows a $1.1 billion deﬁcit the
previous year, to increased fuel costs, the Iran sanctions and
“delay in rate recovery”.
HMM transported 4.46 million TEUs in the 12 months,
which was 10.6 per cent higher than the year before, as it stepped
up its sales efforts. In a brief comment on its sector trading, HMM
noted that its volume to the U.S. had “increased due to the effects
of the U.S.-China trade conﬂict and the Chinese New Year holiday”.
However, because of its aggressive drive to regain the market
share it enjoyed before its ﬁnancial restructuring in 2016, when
its compatriot Hanjin Shipping entered bankruptcy, HMM’s revenue improved by only 3.9 per cent to W5.2 trillion, resulting in
the net loss. “Overall freight rates were weak due to a delay in
regional rate recovery,” said HMM, citing “continuous competition” in the regional market. On the bottom line, HMM said it
was “burdened” by fuel costs which were 32 per cent higher than
the previous year, with the carrier paying an average of $424 per
tonne for its bunkers. HMM said that it would “continue its
efforts to secure additional cargo to ﬁll up the newly ordered 20
eco-friendly mega-containerships until delivery”.
In October, HMM announced that state-owned Korean
Ocean Business Corporation (KOBC) had agreed to $5.4 billion of
new funding for the carrier. Underwritten by the KOBC funds,
HMM placed a $2.6 billion order with South Korean shipyards for
12 23,000 TEU and eight 14,000 TEU vessels, which will be
delivered from the second quarter of 2020. The subsidy provoked
a storm of protest from European and Japanese shipping associations, which accused the South Korean government of “unfair
competitive distortions”.
The arrival of the ULCVs next year will coincide with the
expiry of HMM’s slot charter deal with the 2M Alliance on the
Asia-North Europe tradelane, which, it is understood, will not be
renewed. The Loadstar also understands that HMM executives
have had several meetings with members of THE and Ocean
alliances with a view to joining a VSA consortium from April
2020, but that so far no agreement has been reached.
It seems likely that THE Alliance would be more interested

in securing HMM’s membership for its ULCVs, given that the
grouping is seen by the industry as being “underweight” in megaships. Moreover, the Ocean Alliance partners, CMA CGM,
COSCO/OOCL and Evergreen, are receiving a staggering
460,000 TEUs of newbuild ULCVs this year, which has obliged
them to launch a seventh Asia-North Europe loop from April.
In April last year, HMM launched a weekly standalone AsiaNorth Europe loop deploying panamax containerships, and it is in
the process of upsizing the vessels on the route to 6,300-6,800
TEU ships. The service was initially seen as an insurance policy
against its reliance on the 2M for its business, but in more recent
months it is being promoted as the build up to the introduction of
its new ULCVs.
The Loadstar was told by a South Korean government source
recently it had “learned its lesson” from the damage the Hanjin
crash did to the reputation of the nation’s maritime industry, and
the administration would do “whatever it takes” to get HMM
back to being a major player.
According to Alphaliner data, HMM’s capacity – including its
orderbook – will increase from the current 424,742 TEUs to
820,742 TEUs by next year, possibly enabling it to leapfrog
Taiwan’s Yang Ming to become the eighth-largest container carrier.
Reprinted courtesy of The Loadstar (www.theloadstar.co.uk)

Strong final quarter sees Hapag-Lloyd hit
the high end of revised profit forecast
BY MIKE WACKETT
Hapag Lloyd managed to stay in the black in the ﬁnal quarter
of last year, reporting a preliminary operating result of €164 million ($189 million) for an EBIT margin of 4.6 per cent. At the
EBITDA level, Hapag-Lloyd’s margin was 9.9 per cent, which
compares with Maersk’s Ocean sector’s 10.6 per cent. The
German carrier said that its unaudited EBIT for the full year, of
€443 million, was at the “upper end” of its revised guidance pub-

lished last June, predicting between €200 and €450 million.
The company had been obliged to issue the proﬁt warning
from its previous guidance in the face of “an expectedly signiﬁcant and continuing increase in operational costs”, which it
attributed to substantial hikes in bunker and charter hires
prices. The proﬁt warning spooked investors and at one stage
Hapag-Lloyd’s shares were showing a 21 per cent drop in value.
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After a shocking ﬁrst six months for
the liner industry last year, Hapag-Lloyd,
like most of its peers, successfully turned
around in the third quarter, posting a net
proﬁt of $137 million for that quarter, and
a cumulative positive result of $15 million
for the nine-month period. Transported
volume in the fourth quarter increased by
7.2 per cent, compared with the same
period of 2017, to 2.97 million TEUs. For
the full year, Hapag-Lloyd’s liftings
increased by 21 per cent, to 11.87 million
TEUs, although this was skewed by the
impact of the merger with UASC which
was only completed ﬁve months into the
previous year. On a pro-forma basis,
excluding UASC, carryings were up by 6
per cent on the previous year. Revenue
improved by an impressive 13 per cent,
year on year, in the fourth quarter to $3.5
billion, and for the full year, including the
UASC element from the end of May, revenue stood at $13.6 billion, an increase of
20.5 per cent.
Hapag-Lloyd’s average fourth-quarter
freight rate was $1,079 per TEU, up 4 per
cent on the same period of 2017. But for
the full year, the average rate was down
1.5 per cent, at $1,044 per TEU. However, if the effect of the generally lower
rates of UASC are stripped out, the aver-

age rate grew by 2 per cent. By way of
comparison Maersk Line’s average rate
last year was reported as $939 per TEU.
The carrier said transport expenses in
2018 were “primarily driven by strong
volume growth and a signiﬁcantly higher
average bunker consumption price of
$421 per tonne”, which was 18 per cent
higher than the previous year. HapagLloyd posted a $36 million proﬁt in 2017.
Meanwhile, the carrier has also
regained the conﬁdence of the ratings

agencies, with Moody’s last week
announcing it was upgrading Hapag-Lloyd
from B2 to B1. Maria Maslovsky, Moody’s
Vice-President and lead analyst for HapagLloyd, said: “Our rating action reﬂects
Hapag-Lloyd’s progress in integrating
UASC following the merger, while reducing leverage and generating free cash ﬂow
on the back of tight management and
increased efﬁciencies.”
Reprinted courtesy of The Loadstar
(www.theloadstar.co.uk)

Cancelling charters and returning hired ships early
will cost “K” Line ¥560 billion
BY MIKE WACKETT

Cancelling the charter parties of
containerships and bulkers will cost
Japan’s “K” Line ¥560 billion ($5 billion). The line has announced it will list
the charge in its accounts for the year
ending March 31. “K” Line said it was
also a reflection of “weakening market
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conditions” in the dry bulk sector.
The extraordinary losses were a
consequence of returning 25 ships to
owners earlier than the agreed expiry
period of the charter. Moreover, “K”
Line said it would make a further provision of ¥15 billion for costs related to

the “fundamental structural reforms” it
is starting in the new fiscal year. The
revised forecast loss for “K” Line’s current fiscal year is therefore ¥100 billion
($900 million) – five times the previous
forecast of ¥20 billion.
The botched merger of the container businesses of the Japanese ‘big
three’ shipping groups, “K” Line, MOL
and NYK, into Ocean Network Express
(ONE) on April 1 last year saw the promised synergy cost-savings of $1 billion a
year turn into a projected net loss of
$600 million.
Explaining the reasons for the disastrous start for the new entity, which
resulted in Japanese shippers leaving the
new carrier in droves, Chief Executive
Jeremy Nixon blamed “inevitable
teething challenges”. These included
not transferring sufficient staff from the
legacy companies into ONE and problems with staff familiarisation with the
adopted NYK booking system. Shippers
complained they were unable to book

cargo and could not find out the status of containers.
Unsurprisingly, ONE’s headhaul utilization levels plunged,
falling to 70 per cent of its VSA allocation on the transpacific
and just 58 per cent of its allocated slots between Asia and
Europe. Rival carriers received a windfall of bookings at the
expense of the Japanese line. The consequential plunge in revenue obliged the Japanese trio to issue profit warnings and an
anticipated $600 million loss for ONE’s first year of trading. It
all left ONE having to claw back its traditional business, often
through rate discounts and gradually its load factors have
improved. Indeed, data released by ONE for January shows
headhaul utilization on the transpacific at 89 per cent, and an
impressive 99 per cent between Asia and Europe.

MOL and “K” Line are 30 per cent stakeholders in ONE,
with NYK holding 40 per cent. It follows that, based on its
equity stake, “K” Line would have to take a hit of $180 million
from the expected $600 million ONE loss. But a major benefit
of the consolidation of the three carriers, involving the rationalization of capacity, also appears to have had the unintended
consequence of “K” Line ending up with a surplus of containerships, resulting in the charter party charges.
It is assumed that both MOL and NYK will also be taking
charter party cancellations fees into their accounts. As part of
its restructuring, “K” Line said it would also streamline its carcarrier business.
Reprinted courtesy of The Loadstar (www.theloadstar.co.uk)

K+N claims a successful year, but investors scared
by low margins
BY ALEX LENNANE
Kuehne + Nagel (K+N) shares plummeted 6 per cent after it announced its
results for 2018. While Chief Executive
Detlef Trefzger called 2018 “another successful year”, others were less impressed,
labelling the results “ok-ish at best”. They
pointed to gross cash ﬁgures down 30 per
cent and a lack of cost control.
However, freight volumes were
good: K+N saw 7.7 per cent growth in
sea freight volumes, to 4.7 million TEUs,
with particularly strong growth in AsiaEurope and U.S. imports, especially from
Asia. K+N said its margins in some areas
had been impacted by “three alliances
and seven carriers in the market”. “While
the margins in European exports were
under considerable pressure, those in
Asia-Europe trade were growing. In this
context, Kuehne + Nagel’s sea freight
business achieved a solid EBIT that grew
by 1 per cent.”
It pointed to its new digital supplier
management system for key accounts,
KN ESP, introduced in early 2018, and its
digital platform, Sea Explorer, as customer
beneﬁts in ocean freight. In air freight,
which it called “outstanding”, tonnage
rose 11 per cent to 1.7 million tonnes,
growth gained in part through its niche
businesses in pharma, healthcare and
aerospace. It added that its acquisition of
Quick International Courier had helped
boost its time-critical business. EBIT grew
13.4 per cent in air.
And K+N said its overland results
were “excellent”. Net turnover was up
13.1 per cent and gross proﬁt up 14.3 per
cent. EBIT rose 55.1 per cent. European
groupage and less-than-truckload shipments were the primary growth drivers,
while intermodal shipments in North
America and again niche business in

pharma and healthcare also contributed.
Contract logistics saw net turnover up 9
per cent and gross proﬁt up 8.8 per cent,
with strong growth in the U.S. and Asia.
E-commerce fulﬁlment saw 40 per cent
growth. But EBIT dropped 14.3 per cent,
“due to the review of the project portfolio
and investments for a new global warehouse management system, used for the
operational control of the group’s worldwide fulﬁlment centres”.
Net turnover for the group rose 11.7
per cent to Sfr20.7 billion, while it was up
17 per cent in the Americas, up 13.5 per
cent in Asia Paciﬁc, and up 9.3 per cent in
the EMEA region. Gross proﬁt was up 9.8
per cent to Sfr7.7 billion – in Asia Paciﬁc
it was up 14.1 per cent, in the Americas
up 13.6 per cent and by 8.1 per cent in
EMEA. EBITDA meanwhile rose 5.1 per
cent to Sfr1.2 billion, with the greatest
contribution, more than half, coming

from the EMEA region. EBIT rose 5.3 per
cent to Sfr987 million.
But it was K+N’s margins that had
investors worried, with ocean particularly
under pressure, while the numbers were
also broadly below expectations. Nevertheless, Dr. Trefzger said: “2018 was
another successful year for Kuehne +
Nagel. Despite the market weakening at
the end of the year, we succeeded in
increasing our net turnover, gross proﬁt
and EBIT once again… Even though the
growth momentum of the global economy
slowed down at the end of 2018, we conﬁrm our goals for the year ahead. In 2019,
we aim at growing twice as fast as the
market and improving our results further,
complemented with selected acquisitions
to our portfolio.”
Reprinted courtesy of The Loadstar
(www.theloadstar.co.uk)
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Fury at carrier demurrage and detention fees –
‘profiting from port congestion’
BY MIKE WACKETT IN LONG BEACH
Shippers and BCOs at the March
JOC TPM Conference in Long Beach are
almost unanimously furious that carriers
are “profiting at their expense” from
port congestion at the San Pedro Bay
ports. They are also up in arms about the
decision of some shipping lines to penalize truckers for street turns – or
roundtrips – which help to ease landside
congestion by allowing one truck to
exchange boxes at the terminal. “And
carriers wonder why we don’t trust their
new bunker surcharge formulae, when
they take advantage at every opportunity
to hit us with unjustified costs like
these,” said one BCO on the side lines of
TPM.
Transpacific
container
lines
deployed extra vessels to take advantage
of front-loading of cargo to beat the proposed U.S. duty hike on Chinese imports
and to accommodate the normal prelunar New Year rush. Spot rates on the
route soared as shippers scrambled for
space and carriers were able to shore up
their balance sheets in the final three
months of last year.
But the record volume of boxes
arriving at the U.S. west coast ports of
Los Angeles and Long Beach, which
handle around 40 per cent of all U.S.
imports, put an intolerable strain on
infrastructure already creaking from a
lack of chassis and an acute shortage of
truck drivers. This meant available “free
time” on the terminal allowed by carriers was quickly eroded as importers
battled to retrieve their boxes. And this
seems to have coincided with the shipping lines deciding to “toughen up” on
the charging and collection of demurrage and detention fees.
Demurrage can best be described as
“quay rent” for the period the box overstays the allowed number of days on the
terminal, while detention is a charge for
extended use of the container. In many
other regions of the world, container
detention fees are usually waived, unless
there is abuse by the shippers, and
demurrage is negotiable. But it appears
from The Loadstar’s informal poll of
BCOs at Long Beach this week that carriers almost universally decided to play
hard ball with their customers and maintain the fees, despite protests.
One furious major BCO told The
Loadstar that often her company would
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attempt to return a container to a terminal only for the truck driver to be sent
away, as the terminal refused to accept
the box due to space restrictions. “Then
they have the audacity to bill us for more
detention,” she raged.
Indeed, BCOs are right to say that
demurrage and detention fees are
“another revenue earner” for the carriers, says Jack Oney, who spent 27 years
leading Procter & Gamble’s supply chain
division. “For most carriers, detention
and demurrage is a profit centre – carriers have come to think of it as the one
area where they are gaming the system.”
For example, Maersk’s 2018 financial
results itemise a figure of around $1 billion of revenue from demurrage and
detention receipts in its total turnover of
$28.4 billion last year. It explained this
revenue as a “windfall” from the terminal congestion at the LA and LB
terminals, after it “toughened up” on its
collection policy.
Unsurprisingly, Maersk Group Chief
Executive Soren Skou was asked by the
audience in his one-on-one conversation
session what the carrier could do about
the demurrage and detention charges:
his response was, “not a lot”. And sitting
in on other sessions, specifically looking
at the demurrage and detention
issue, The Loadstar witnessed considerable anger over the policies of the
carriers and their “inflexible” attitude.

Moreover, it was noted that carriers are
not simply passing on the quay rent
charge to the importer – as is the practice in many other parts of the world
where shipping lines often enjoy considerable free time by the terminal
operators in their contracts – thus in
many cases the amount is pure profit.
But more anger was reserved for the
“administration” charges several carriers
have imposed for ‘street turns’ by penalizing truck companies for their efficiency
by trying to stop the practice of leaving
terminals empty.
Meanwhile, the U.S. Federal Maritime Commission (FMC) announced
last week that commissioner Rebecca
Dye was commencing “the final phase of
her investigation of the detention,
demurrage, and free time practices of
ocean carriers and marine terminal operators”. The FMC said “innovation
teams” of industry experts would hold
meetings “no later than mid-April”, but
Ms. Dye would continue to welcome
comments and contributions from stakeholders. “It is an enormous challenge to
develop an industry-wide practice for
demurrage and detention,” she said.
“Our goal is to make focused, significant
changes that will emphasise demurrage
and detention incentives and boost
freight fluidity.”
Reprinted courtesy of The Loadstar
(www.theloadstar.co.uk)

UPCOMING EVENTS
Contact FRANCE NORMANDEAU
france@canadiansailings.ca
April 3

www.aapa.org/conference/contact-us/

THE GRUNT CLUB
Annual General Meeting (Members only)
Bonaventure Hotel (Bonaventure Room), Montreal
Contact: Wendy Altona
info@gruntclub.org
www.gruntclub.org

June 3-5

April 23-25
MARI-TECH 2019 CONFERENCE & EXHIBITION
Ottawa Conference and Event Centre
Contact: 613 599 6671 Ext 2, Cindy Hick
hick@bellnet.ca
mari-techconference.ca

May 9
CIFFA (EASTERN REGION)
Bowl for Kidz
Laurentian Lanes, Montreal
Contact: 416-234-5100 x5232, Nick Lutz
marketing@ciffa.com
ciffa.com

EVENTS
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FREE

JoC CANADA TRADE CONFERENCE
InterContinental Toronto Centre, Toronto
Contact: Cindy Cronin
cindy.cronin@ihsmarkit.com
https://events.joc.com/canada-trade-2019

June 5-7
GREENTECH 2019
Westin Cleveland Downtown Hotel, Cleveland, Ohio
Contact: 418-648-6004 Ext 302, Manon Lanthier
manon.lanthier@green-marine.org
www.green-marine.org/greentech

June 13
CIFFA (EASTERN REGION)
FCA Gala Dinner
Crowne Plaza Montreal Airport
Contact: 416-234-5100 x5232, Nick Lutz
marketing@ciffa.com

May 16

July 12

CIFFA (CENTRAL REGION)
AGM & FCA Gala Dinner
Mississauga Convention Centre
Contact: 416-234-5100 x5232, Nick Lutz
marketing@ciffa.com
ciffa.com

CIFFA (WESTERN REGION)
Golf Tournament
Quilchena Golf and Country Club
Contact: 416-234-5100 x5232, Nick Lutz
marketing@ciffa.com

May 18–22

33rd ANNUAL CONFERENCE ON TRANSPORTATION
INNOVATION AND COST SAVINGS
Hotel X Toronto, Ontario
Contact: 905-319-1244, Richard Lande
www.transportconference.ca

AAPA 2019
Colorado Convention Cente, Denver, Colorado
Contact: (800) 929-3347
aapa@experient-inc.com

September 19

Canadian Sailings is not responsible for errors. Please verify with event organizers for possible changes or cancellations.
HWY H2O hwyh20.com ......................................................................... 16

ADVERTISERS

LOGISTEC logistec.com......................................................................... 17
MCASPHALT INDUSTRIES mcasphalt.com ........................................ 22
MONTREAL GATEWAY TERMINALS PARTNERSHIP mtrtml.com .. 14

ALGOMA CENTRAL CORP algonet.com.............................................. 19

MSC (CANADA) msc.com ....................................................................... 3

CANFORNAV Canfornav.com ................................................................... 8

PORT OF HALIFAX portofhalifax.ca....................................................... 23

CARGO NAVIGATORS cargonav@ica.net............................................. 54
CSL cslships.com .................................................................................. IFC
DIVEX MARINE divexmarine.com ......................................................... 21
DULUTH SEAWAY PORT AUTHORITY duluthport.com ..................... 11

PORTS TORONTO portstoronto.com .................................................... 12
PROTOS SHIPPING protos.ca.............................................................. 32
RAND LOGISTICS. RANDLOGISTICS.COM .................................. 20

EMPIRE STEVEDORING empirestevedoring.com ................................ 15

SEABOARD MARINE seaboardmarine.com ..........................................40

GILLSHIP NAVIGATION gillship.ca...................................................... 18

SPLIETHOFF spliethoff.com ................................................................OBC

GROUPE DESGAGNÉS desgagnes.com ................................................10

TURBO EXPERT turboexperts.com........................................................ 13

GUY TOMBS guytombs.com ................................................................. 34

ZIM zim.com .......................................................................................... 46

