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" THE COMMITTEE ON SHIPBUILDING IN CANADA
LE. COMITE SUR LA CONSTRUCTION MARITIME AU CANADA

UNDER THE AUTHORITY OF THE . .
MINISTER OF INDUSTRY, TRADE AND COMMFRCE :

SOUS L'AUTORITE DU
n MINISTRE DE L' INDUSTRIE ET DU COMMERCE
500 ST. JAMES STREET.

SUITE 1500 -
MONTREAL 126, CANADA . ) ,
CHAIHMAN - O. C. S. ROBERTSON — PRESIDENT
VICE.CHAIRMAN ~ W. H. WHITE ~ VICE-PRESIDENT ~
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To: The Honoulable Jean-Luc Pepln P C., M, P
Minister of Industry, Trade and Commerce.

The Committee on Shipbuilding in Canada

500, RUE ST-JACQUES
" SUITE 1500
MONTREAL 126, CANADA

‘has completed its |

studies in accordance with the terms of reference and now submlts its

report on the Canadian-Shipbuilding Industry

The purpose ot the report is to prov1de

the bas1s for

future onernment policy toward the shlpbuildlng and ‘ship repalrlng
industry as a major component of. Canada's overall maritime interests,
recognizing that the industry itself has an important role to play.

The. report reflects some eight months of enquiry. and in-

v

vestigation. Briefs were received from nineteen interested organizations;

responses to the Committee questionnaire were received

from twenty-three

shipyards and visits were made to twenty-four yards; 1nterv1ews were held

with over one hundred -and flfty 1nd1v1duals.:

All those in the - -industry, in ‘labour unlons, and in com-
mercial and government fields who were approached for information and

assistance were generous with their time and knowledge.

MaJor sources

of information were your own Department and the Canadian- Sh1pbu11d1ng

and Ship Repalrlng Assoclatlon.

The Commlttee W1shes to mentlon particularly. the services
of the Vice-~Chairman, who acted also as Technical Consultant; and of

Woods, Gordon & Co. in thelr capacity as ECOHOmlC Consultants.

It is the pleasant task of the Chalrman
" very major contribution made by the Committee members,

to acknowledge the
who brought their

-diverse expetrience and points of view to bear, gave. unstlntlngly of the1r‘
time and knowledge, and whose efforts resulted in the recommendatlons
‘made for the Canadian. shlpbulldlng 1ndustry for the 1970's. It is the
Chairman's conviction that the Committee's endeavours are poorly: reflected
in the report unless 1t is succeeded by policy and actlon.

4

Rr Lowery.
R. McArthur
L. Rochette

27th May 1970

“O,C.S.uRobertson .

Chairman. - I

| W.H. White

Vice~Chairman

.J.W,:Hudson
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' FOREWORD -

The terms of reference for the Committee on Shipbuilding
in Canada'were as follows:..
"To examine. and report on the ratlonale for a Canadlan

Shlprlldlng Industry and, without restrlctlng the

generallty of the foregoing, to: enqulre lnto and report
upon the- following matters' :

(a) Canadlan shlpbulldlng and ship repalr requlrements,_
p(b) The costs and - benefits of present measures of

government assistance to the Shlprlldlng and
ship repalrlng 1ndustr1es,

(c) The necesslty,-lf any, of. modlfylng exlstlng measures
: or- 1ntroduc1ng new measures ~of government assistance." -

These broad terms of reference requlred conSLderatlon.of
many~mattersrrelating to -the huilding} repairing, owning, and operation
ot ships. It was'thus desirable that members.of the Committee have'
approprlate knowledge and experlence, and thls was accompllshed by

app01nt1ng to it four senior Shlpbu11dlng 1ndustry representatlves and

a Vlce-Chalrman who also was thoroughly famlllar wlth Canadlan marlne

matters.
'In order that the Committee could reach sound conclusions

and recommendations, ‘it was necessary to bring together a great deal

'of ex1st1ng 1nformatlon and to develop new 1nformation for aspects in

Whlch publlshed knowledge was lmmlted The Commlttee established a
WOrklng Group made up of the Chalrman, the Vlce-Chalrman and Technlcal
Consultant the Executlve A551stant from the Department of Industry,
Trade.and Commerce; the Vlce—Presldent;and‘Executlvepplrector of the -

Canadian Shipbuilding"and Ship Repairing_Association;pand.personnel )

from Woods, Gordon & Co., the Eéonomicrconsultants to the Committee;.




The Working Group obtained data and information from
, A - . : . _ _ A
four main sources:

- questionnaires tojshipYards.

- visits to yards, 1abour unions -and others in shlpbulldlng
‘and shipping act1v1t1es and in government departments.

- subm1ss1ons and.brlefsofrom 1nterested‘parties.‘
- 'official‘and.unofficial phpliCations.
. Theﬂnames.of.the individuals; organizations and:sodrces
consulted are given-in'the‘Appendices and in‘Tabie~C—33; Visits were
not made to foreign shlpyards but 1nformatlon regardlng them.was

obtalned fromlextens1ve publlshed data and from the knowledge of

1nd1v1dual Lommlttee members who have v1s1ted ‘numerous forelgn yards.

The WOrklng Group proposed and the Camnlttee agreed
that a ten—ycar perlod be’ adopted for assesslng future prospects and
A developments. ‘Thls is long enough to.give perspective.but not unduly

removed from the current situsdtion. -

The results of the WOrkinngroup's.activities are. pre~

sented in the Summary andiin Parts II to V of'the'report;_:These
constitute a detailed; factual‘consideration pf'the market, technolo-
gical, economic, policy, and competitive aspects,of.sﬁipbuiiding'and
shipping‘rn Canada and_in the Atiantic,ZSt. Lawrence, Great Lakes and
Pacific Regions, together with recognition of'nem‘developments f
'off~shore.and in the Arctic;. o
In’arriving.at its recommendations, theACcmmittee.haa:
the benefit of theIinformationefrom:the.Wdrking Group; together mith

its own knowledge of the-sﬁipbuilding industry, .of shipping circumstances

| .




in.Canada'and elscwhére, and the'nﬂmerous helpful representations:

that were made to it, formally or lnformally, by lnterested parties

: Whlle b01nb aware of varying p01nts of view, howeVer,

,the'Cmmnittee was also consc10us of the duty 1mposed on it by the

terms of reference and has sought to’ make recommendations that would

‘provide a sound ba31s for a shipbuilding and ship repairing 1ndustry

appropriate to Canada's requirenent»for-such an‘industryf' Also,~
althohgh.it wasAaware of_regiona1.andfindiﬁiduai yard situations, the |
Committee‘endeavouredfto Eake a national viewpoint, in line.with its
conv1ction that effective performance by the 1ndustry is more 11ke1y
to be realized w1th1n the play of cmnpetltive market forces, rather ,
than through complex spe01a1 prOVis1ons and administrative declsions._

For these reasons the Committee has made its recommend—

.ations as simple and as-straightforward‘as possible. - There is 11tt1e

that is.new,or'startling in -them; one .or another of the world‘s.shipe
building countries has considered'or’impienentedvvirtuaily every
possible policy device with regard to shipbuilding and ship operating,
and the Committee has not been able to uncover‘any magic formula for
the Canadianksitnation.e' |

TheiCommittee does eonsider5 hOWever;'thatathe~recommend—'
ations it makes:are those that are.most appropriate‘to Canadian. . :

circumstances. At the sane tﬁne,_it wishes to.stress that in its view

they are ‘the mlnimum reQuired for the Canadian shipbuildlng and ship

repairing industry<to survive and to develop effectively.. Asesuch{ -

v




the-recommendafionsvif implemented will constitute a severe challenge
to the¢ industry to ﬁnprQVe its own operations.
The Committee hopes ‘that thelgovérnmeﬁt will translate -

the Tecommendations into policy and programmes at. an éarly;daté.ih~

recognition of their importance and urgency.




:SUMMARY AND CONCLUSIONS

i
i

This section presents a brief summary of the principal

aspects that have been deveioped in Ehé body of.tﬁe.report and the -

 conc1usioné drawn by the Cbmmittée-whidh formed the,bééis for'its 

rocommendations.

More complete information is given in the Canada section,

and further detail is available in the sections for the Atlantic, =

Great Lakes and St. LawrenCe,'and Pacific regions. .

The Canadian Shipbuilding and

~Ship Repairing Industry

The building of ships is the primcipal activity in the

. Canadian shipbuilding and ship repairing industry.= In recent years‘

ﬁew building has been ﬁdré.ﬁhan onéAhalf of thefipdusfry'é tdtél"
activify‘énd“hés been an even gfea;er-proﬁortion iq somé_regioné and
yardé. | |
Repéifs té Canadiaﬁ and fOréign ships'éngaged.in
domestic.andvéxporf fraaes have been about"one;fifth of iﬁdustry
activity,‘thése beiné cérried ouﬁ both ih coﬁjunqtion with and.
seﬁarate~from shipbuildiﬁg'opératiéns and.dgainfcpnstituting a more
signifiéant part of total activity'iﬁ certaih.regiOns and yards.
'The balance of‘activity in thé'Canadian iﬁdusf;y-as
a whole haé beén'manuféétqrg of industfiél products,‘a_véry,iarge
part of this wdrk being qarfied Qut.by;a few~éompéniés,in_the SF%
Lawrence-fegidn.uéiné facilities that are essentially Séparafe‘from

their shipbuilding and‘éhip repairing bperatibns,
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1

within"ncw consttuction; some one-third of the value

[

oL work in 1938 69 has been for government naval and 01v111an

VcsSols,~these latter inclUding'a wide range of‘vessel types for a

number of. government departments. Another one-third of newgcon—-

struction has been in dry cargo ships, particularly in"vessels that

were specially designed. for the-new tradlng condltlons_that_futhﬂgL

the opening of the St. Lawrence Seaway in 1959 The balancegof new

\.___.__._.,

building was in a wide range of other ships 1nclud1ng tankers,<ferr1es,

© g

flshlng vessels, barges and tugs, and -=- most recently - drill
...._.........-»—-—-——“"""—""_"——/ .

R

The shipbuilding‘industry in Canada exhibits certainm{
characteristics_that are.commonAto shipbuilding industries elsewhere,
lncludlng a h1gh unit value and a correspondlngly long productlon 8
pcrlod for its. main product and 1nstablllty of operatlons because ‘the
tunlng and flow of orders inhibits reasonably stable yard work 1oads
and results~1n 51zeab1e fluctuationsain employment. L .
1HoweVer,.the Canadian.industry has:had speciﬁic features'

that derive from its particular circumstances.. The main influences on

the lndustry s_operations have been the limited size of its market and

.,_/

the wide variety of _ships 1t has had' to bUlld. Costgdlfferentlals

P

have generally precluded it from selllng abroad; its commercial market

has thus been in ships for Canadlan coastal trades (in. competltlon
with Commonwealth built shlps) and for trades w1th the United States

through the Seaway and Lakes and on the Pacific Coast (in-competitlon

with ships built in any foreign country).. Under these circumstances-



T B
government orders have been very important for thevindustry:and.have_
been keenly sought after. The reéult has beén the presence of'vefy

active competition among yards for commercial and government new

- construction business, and a willingness to contract for-this work
at 'below normal" margins in order to have a basis for continuing .

“operations and being:able to CAfry‘out other,‘mofe<profitable; repaif,'

éonversioq, and industrial busSiness.
Accompanying this competition in price and delivery-

terms has been the»ﬁeedifor yards to be able to design -and supply any

‘one of a wide variety of Ships. The nature of demand has Béen sﬁpﬁ

that most Canadiaﬁ‘buiiding has béen oné of.a'kind.aﬁd the industfy
has thus not-been able .to realize benefits afising frém:Serieé prbd—‘
ucfion geXCept to_a-cettaiﬁ_egtent in.tﬁe~con$tructioﬁ of.fairiy
étandard lake and séawéy sﬁips in - some yards).A |

">These paftiéular~charécteriStics;Qf:Canadian:shipbuilding

~have had a significant effect on the operating practices in the yards. -

Yard managements have contintally had to take a balanced course of’ '

action between specialization for maximum efficiency ‘and flékibility:

for adaptationhtO'the varied market conditions.
- Other effects on operations have arisen from the strong -

trade demarcation provisions in the labour contracts or traditions’

‘at many Canadian yards. .These limit flexibility in-laBour skills and

‘contrast with reported movements in Japan, Sweden and the United. .

Kingdom7toward 1essening of démarcation_and_intrdduption 6f;fiékibi1ity

agreements.
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The 1L;itea market for Cangdiaﬁ.ships and tﬂé
rélativély Small-nﬁmber-of Canddign.shipowﬂefs hésAhad an effect’
on the marketing andvééiling fungtioﬁ within tﬁe shipsﬁildiné:
industry. Captive businéss has been ﬁnpOrtént‘énd customer contdct
has generally been.maiﬁtéinéd by sénidf>company‘exeé#éiﬁes; A

consequence of the wide mix of -ship types_has'béen tﬁe_ehplby&éﬁt

'by the larger yards of their own naval architects, engineers and

édpport staffs who also take part in salés ardd promotion aétivitieé.'
There is also extensive use of marine consultants by smaller yards.

Industry and govermment professionals in Canada have made substantial

contributions to research-and development in marine fields, which ‘

_have been internationally recognized; in turn, they hdve had access

;é and,made use'éf reseérch.and dévelopment“findingsvin other
qountries. |
Thé génerai ﬁéngé.apd standaré>of Buildiﬁg faéilitieé

(1aunchwéys, docks, cranés, eté.)~in ﬁéjorfCanadiaﬁﬂshiPYardé éré‘>1
comparable to thé'faciiities in sinilar.siZed shipyards~iqithe ﬂpited'
S;ates? United Kingdom, Swedeﬁ, japan and otﬁe;:éountries;‘gnd cbfresf
pond b;oadly.to the domestiC'ship requiremén£s.that.ﬁa§e prévailed.V-
Canadiaﬁ yards cannot, of céurse; Ee cqmparéd with foieign:yardéj}
built"to supply giant bulkvcarriérs.. Generally;speaking;fmethodékiﬁ
most major and intefmediate‘yards:in<Canada:compére févéufably with.
those ﬁsed in similarly-éized yards elééwhefé. | | .

| All.majof Cénadian‘ﬁuilding &érdé:also engage'iq ship
rebair oéerations; SubStaﬁﬁial comBined ship reéair qnd’industfié1.

operations (without shipbuilding) are carried out at two 1ocations,
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and there are a number of purely repair operations on both coasts

and in the Lakes and St. Lawrence that provide repair services

afloat,

With xegard>to economic aspects; the Canadian ship-
building and ship repair industry is among the less capital intensive
and more labour intensive Canadian manufacturing industries. -New

capital expenditures in the industry have been relatively less than .

'in'manufacturing induStries génerally,.but the level of maintenance

expenditures has been higher because of the nature of the assets and

~of'éctivity in shipbuilding: The age of major assets in théfindustfy'

is greater than in ail méhufaéturipg'because:shipyards'require‘

relatiyelywmore iﬁvestmeﬁt in basic "plant" wiﬁﬁ an extra iqng life,

although.there have been sizeéble inyestments by individual yérds inv_

recent yéars. Furthér.major-in%estments_would]be ehcouréged:by_market-

and policy coﬁdi;ions'thét would enabfe yérdékto take. a iongér vié%

than they have been.ableitd in tﬁé past.fiv‘ _ e T
~As'w6u1d be exﬁecte&-in a iabour intensiVé indust;y,

Valﬁe,added per dollar of 1aBour.coSt has been.béloﬁ théravefage fdr.:

all manufacturing indugtries.; Wages paid pe:'man-houf_have beén'some—:

what abo?e average, réflécting in part the higher #han aﬁerage dégree'

of skill required in the-industry.— Growfh injwagesiper'mathour~in

1961-66 was similar to that in manufactq¥ing industries genera11y{

‘ Value added per man-hour in shipbuilding éﬁd"repairing
is lower than:iniall manufaqturing_but-has Been incréaSiﬁg more -

rapidly. In*196l—66,16ﬁtput per man-hdur_asséssed on this basis
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incicasced one-third laster in the industry than in all manufacturing,

measured in current dollars, and more than twice -as fast when

expressed in terms of constant dollars.

From the data examlned 1t appears that shlpbullding

and repalr pllceS have decllned 1n relat1ve terms whlle those of most

" other 1ndustr1es have r1sen, and thus part of.the 1ndustry s nnproved

product1v1ty has been reflected in prlces to Shlpowners.

Many factors underlle th1s 1ncrease in product1v1ty,

A but undoubtedly the greatly 1ncreased scale of: operatlons that became

posslble for the 1ndustry in the l960's ‘was most - 51gn1f1cant This
fact has unportant unpllcatlons relative to the 1ndustry s future
prospects and v1ab111ty

It would have been desirable touassess~the economic:

'

performance of the Canadian shipbuilding and repair industry in‘comé

parison with that in a number of other countries;'but comparable data -

_exists only for the-United States industrv. In relation to that

country, Lhe Canadlan 1ndustry invested relatlvely more cap1tal in

1961-66 and 1ncreased 1ts wages pa1d per man-hour at a faster rate.

Value added per man-hour~1n constant dollars, 1,e. productivity, grew

more than:three thnes:as fast in thejCanadian industry than fn_the
Unlted States 1ndustry. | | .

It would also have been des1rable to have an assessment
of the relative compet1t1veness of the Canadlan 1ndustry by comparlng
pr1ces and costs for actual similar ships bullt in. Canada and in-

other.countries. Many efforts have been made in other studles of

-national shlpbulldlng to make ' such comparlsons, but w1th lnnlted




and concluded that, despite.average\productivity.in Canadianaship-_é ﬂ/

-1l -
success. The Committee applied considerable effort to ‘this matter - 3

yards being some 10-15% higherathan in U{Kﬁ yards,‘the,differentiais.i_ B

in wage rates'and materialleosts result,'nnder present'COnditions;r' %>f
in . average prices of U. K. bullt vessels being some 25% to 30% less :%O ﬁ\ﬂ o
—

than’ average prlces for vessels bullt'lnACanada;. While recognlzlng

the-difficulties\and 1ﬁnitations-in such an assessment, 1ncluding ‘

reglonal cost and prlce dlfferences within Canada, the Commlttee ‘ }M

'cons1ders that thls reasonably portrays the broad magnltude of the /

dlffelentlals that ex1st V18—8~Vls Canada s most 1mportant competltor

in: sh1pbu11d1ng

The Effects of Government Policies

Policies of the Canadian and'of foreign governments have'_

been nnportant 1nf1uences on the operatlons of the Canadlan shlpbulldlng

l

and shlp Lepalr 1ndustry in the past and w111 undoubtedly have 51gn-

‘lflcant effects in the futurer

Canadian government policy-toward thefindustry has been
_ : o b
evident in:three main aspects-:
-'.prqcurement
- prdtectien R ‘ 3 ; e : "
- fiscal and other,arnangenentsr‘ | | |
Procurement o

~In regard to Shlp requlrements,.the pollcy has been. to

bulld government. naval and c1v111an shlps in- Canada and thlS ‘has

generally been done. Meetlng these regulrements has constltuted one-thlrd
of all new construction activity in the 1ndustry in,1958—69,:but thls .
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proportion has fluctuatcd bctwoan 22% and 52% and the annual value
-

bttween $20 million and $55 mllllon. Both thé size'and variability
ln_Government procurement have been significant’in the industry's ’
operations. A fimer indication of the‘size;:nature and-tﬁning of
future government ship requiranents would be useful to the industry
for ltS own 1ong range plannlng. Moreover, plaCement of-orders so as
to 1essen fluctuations in demands on the industry would also‘be of
beneflt.. |

i'Quality assurance{programmes are being put into effect
for . naval work, and the fesult could be to- further concentrate the
ability to meet naval requlrements into fewer yards - 'a process thatvf
hegan with the introduction\of national competitive tendering in«1965{;f
An»assessment is being_madeiby an interdeoartmental committee of’the‘.
desirability of placing‘all-gouermnent civilian;shiopingfunder one .-
operating authority; this presumably could.have the effect5ofhlessenfng.
government new ship requirements‘and of adoption‘of procurement
practices that would enable shipbuilders and marine suppliers to
perform more effectively.: The Committee understands that}polic§.n‘
regarding naval'doch&ards is;also'being examined by an inter—departmentai
group;:the significance for the shipbuilding.industry is the extent
to which. such dockyards are used and should be used for.repairé refit‘

or conversion of naval and non-naval government ships, over and above .

‘some levél associated with basic dockyard functions in.support of the

navy possibly restrictedlby:a ceiling_on num_bersof.dockyardsciyiliant

personnel.
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As is c&idcﬁt, government busincés and government
coﬁduct regarding its requir@meﬁté for new shipé‘resulfs in very:
clése association between go&ernment and tﬁe>industf§; The - H
ﬁnpo;tan;,matters in thié'situation are the aféaé-in Which‘Such:-;
close association sﬁbuld be»e#efcised{ andiﬁhe way'in;wﬁich it

can be"mést-effectivély carnied:oﬁt in thé mé:ket, coﬁpetiﬁiVé 
'(ar:ld 'technol'qgicé_l:'conditions‘ foreseen in the future, Indu‘s{try" ~' 
government relations-ha&e not always been fully satisfaétory in -
the past; modification in attitudes is desirable injthe.futﬁré.i

. Protection -

from effective tariff protection,_sincelCommonwealth (principally

U-K:) built ships.have beén able to enter Canada duty free (although

‘there is a 25% tariff on the. import of other foreign built ships).

Moreovér, Canadian shipbuilders have been at.akgiﬁédygggégé;fgggff?d

"to U.K. shipbuilders in respect of duty free entry of components

.

‘since May 1966, when - the gencral_Canadian drawback regulations.were—

withdrawn (although duty free entry of certain products is permitted

T

under particular provisions).
—

T

i
H
i

 This tariff practice. for ships - duty on cionipqnent_s,i

no duty on the end prpauct - is at vafiance with Canada's regular
.tariff structure. 1In 1ight‘of'thé Most Févoure& Naﬁion rate-of 25%;
that prevails on hnport.of ships,ién appfopriate Bri#ish Prgferential‘_
rate might'be 20%. | N

l - o The Canadian shipb_uilding‘lindustry‘ has. not benefited

In the absence of effective tariff protéction and in.

st

view of changes in ship requirements following the opening of the




‘any direct protective benefit to Canadian shipbuilders; since Common-
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Sdeay in 1959 consfruction ‘subsidies to encourage the building of
— : _ e

ships ia Lanada Were introduccd in 1961 Tﬁe'initial-underlying '

T
1

purpose of -the ehbsidy was to equalize‘averaée costs between~Canadiag

and Unlted Klngdom shlpyards. Revised pollcy announced in 1966

_ changed the functlon of the subs1dy toward a protectlve deV1ce.

-Under the new pollcy-of‘a decllnlng sub51dy rate, the 17% level

(which would be ‘reached in 1973) would be approximately equivalent

“to a 20%.tar1ff Protection by subsidy_rather'thanAby tarifﬁ.has

the_effect of'keeping the‘prleee‘of Canadian shipping servlces below
nhat the& would otherwise be. It also spotlights the eosts of prde
tection, since subsidies"are"feadily visible whereas the effects of
tariffs.are_nbt. |

It might be noted at this point that reservation of

coastal trades in certain areas to Canadian flag vessels does not have

wealth built vessels readily qualify for Cariadian registry and sail

in this coasting trade.

vFiscal.and Other'Arrangements

Certain government fiscal measures for shipowners have

- operated to benefit‘shipbuilding in Canada; These includejcapitaif,

cost allowances at 33 1/3% stralght 11ne per annum - for Canadlan bullt

_vessels and exemptlon from taxatlon of recaptured -depreciation .on

disposalefga qualified ship provided the prdceedS»of;disposition‘were
to be used for construction or conversion ‘in Canada of another Canadian
ship under conditions satisfactory to the government. _The combinedd

effect of these provisions has been to provide.fnndS‘ for a éubstantial‘ Q
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part of Canadian commercial shipbuilding in post—war years,‘ Con-~
ventional mortgage financinthas not been required to any major.
extent.

. However, the profit position of shipowners.has not-.

1

:always allowed them to take full advantage of;fast‘writeeoffs. Present

——

high interest rates: and scareity of cdmnereiai financingVCOuld‘aCt_as
battiers to the huilding Qf‘new-shins.{ Another faétbf coneerninglthe
'financing of new bnilding‘is thatﬂthelﬁresent.replacement provisions
terninate after 1973;"There wi@l pfnbahly be-need for review-ot the~
financing arrangenents for:the}pnrchase ofhdanadian—bniit ships,

t'»Ceneral éovernment prdgrammes and poiicies relatinélth'f
research and developnent;haVevnet benefited.shipbuildinghte_the same
ektent as other industties; e.g,vaerospace,_hecause these progrmmnes
have not been partlcularly appllcable to thellndustry S c1rcumstances.
It would.sean that, for the general run.of Shlp, nelther the des1gn nor
production stages prov;de-slgnlflcant scope for quallfylng selentlflc
or technological innovatinn, and,that the most;promising areas fqr

change in Canadian shipyards are in faeilities,Alayout; planning and

’organization~of basic production flow and~proéesses. To 1mprove ltS

fac111t1es and operations,- the 1ndustry needs ass1stance that 1s
prodnctlon orlented; what 1svrequlred ls:not_adequately prov1ded for-
in eXLStlng programmes.

It should be noted that ahnost all countries ass1st

their shipping'and Shlprlldlng lndUStrles in some manner and to

greater or lesser degrees; The llst of ‘types of dlrect and 1nd11ect”

sub31d1es, a1ds and grants that are used in dlfferent couutrles 1s N




R e 1|Ib' Il N N IR BN SN AN EF B AN BN R B e “Ilr L

- 16 -

long, and a number of other social, economic and political types of
assistdnce have had an impact on the compétitive factors involving
maritﬁnc'actiVitics. ‘Government assiStance andfintérvention being

‘the rule rather than the exceptlon has tended to encourage retallatlon

" in assistance measures.  Recently a number of Shlprlldlng countrles

" have agreed on the maiﬁnumtterms to be_extendedfby~governments in

export'credits.‘

The magnitude and prevalenceeof gdvernment aid‘abroadgg:"

should be fully recognlzed when framlng Canadian pollcv. The sitUation

in the Unlted Klngdom is Partlcularly relevant because of 1ts posltlon -
as the'major.competltor to Canadlan sh1pbu11ders. In that country,
quallfylng shipowners are paid a subsidy of 20% of the cost of new
vessels, with depred1at10n up. to the cap1ta1 cost of the‘shlp to thet
owner to be taken at"any tine. Shlpyards are pald 1nvestment grants )

toward the cost of new. productlve equlpment the rate is 40% in the

B

areaslwhere mostvof the major yards are 1ocated (45%'in one area).

Loans are made-for ship pnrchases-from'qualifying yards; suéh'lqans

are up tov80% of ship Vaiue.for eight years'at an effeetive interest'
rate of 6% (compared with csmmereiai rates'of some,9z);g Shipyards,are
paid by the government»Z%:of the value of neWibuilding (both.fornexhort
and domestic) in‘compensatiOn for-indirect taxes.- There ts dut& free
inportiof all components used in ship eonstrnction. Grants and ioans
toward industry:noderniéation.have been'made’byrthe:UfK.4éhipbuiléing-

Industry Board ‘Taken together, theSe measureS~constitutela pOWerful

package of assistance to sh1pp1ng and. sh1pbu11d1ng 1n the Un1ted Klngdom.,_
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The Potential of the Canadian Shipbuilding Industry

The cstimated current potential output of the Canadian

Shlprlldlng 1ndustry is 370, 000 gloss reglstered tons per year.

- This estimate is based upon the industry producing a- mlx of vessels

as in the past rather thah spec1allz1ng in partlcular types of. ShlpS

Average output durlng the 1958-69 perlod was lSl 000
GRT per year. In the»more recent l965-69 perlod, aVerage'output was
189,000 tons-a year but'when it is recalled that!Several yards were
ln operatlon thén that have s1nce ceased bulldlng, the lndustry was
ev1dently operatlng at about 50% of its capaclty in recent years.

A detalled prOJectlon has been:made of the prospectlve
demand [or shlpplng services and sh1ps, 1ncludlng commercral requlre—
ments f01 coastal and 1nland fleets, together w1th flShlng vessels
and government naval and non-naval requlrements insofar as these
are.knomn at the present time. EThe commerclal_forecasts are considered
reasonable as a'basis for assessment.« Any projection.of ship demand
from the flshlng lndustry is very dlfflcult because of underlylng
uncertainties regaxdlng the development of thlS lndustry s furure
operatlons.. The forecast for government requlrements - for naval
vessels in particular - lS also uncertain and’ amounts ‘to only 6A of f

total tonnage prOJected for the. 1970 s compared- w1th ll% durlng l958 69.

Given these.c1rcumstances, the 1pd1catedpoverall require-

ments are in the range of 175,000 to 180,000 GRT per annum during the :

1970 's, but not all of,these shlps'will negéssarily be built in Caqada.
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in.the‘Pacific regron where the indicated cmmnerciai
requirement‘is 53.500 GRT per-annum‘ mainly in'tugs:and barges, the
increased size of these vessels and the zero duty on nnports from :i ‘ o
Commonwealth sources, e. g. Slngapore, lndlcate that Paciflc yards may
not necessarily retain all of what so far has been a_traditlonal-
marhetdfor them. Moreover, it may be noted thataproduction of barges
requires fewer 1abour skills:and has aelower,total Valne‘than_work on_
self propelled ShlpS | | |

The maJor portron of the projected-commerclal demand B
ofA96,OOO GRT per year-for the Great Lakes'and-St.'Lawrenceiregions'
is expected_to be tn hulk'carriers.vvit appears 1ike1y that there
willibe'relatively little -demand for newpshipshduring-the next 2-3V
years, wrth a heavier'demand in the later years of the 1970's. Again,.
there are a number of factors that may reduce bus1ness for Canadlan
yards. fhe present reduc1ng subsrdy rate in Canada and the hlgh-cost
of money compared to the credlt terms available in the: United Klngdom |
could result in orders for new ships belng placed there.‘ Further,-
amalgamatlon~1n-Canadian~1nland shipplng companles may have-the
effect of‘somewhat_lessening the'demand forlnew~shipsa._TheAiqtro;
duction in’the.near futurevof i,OQO,tootvU.S.'upperrlakersdconid haye
an adyerse effect on the marketffor the serVices of the_Canadian *d‘
iniand fleet,.as mightnchanges‘in U S. goyernment policy tomard its
1ahes'fleet. o

| The forecast commercial new Shlp requlrement of 12 800

GRT per annum for the Atlantlc reglon is llkely to be malnly in tugs :‘

and barges,'and these also could be Commonwealth rather ‘than’ Canadian
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built in future years,

th tota1 176 400 GRT annual potentlal demand for new

constructlon du11ng the next ten years would lepresent an . estlmated

‘operating rate of 48% of capa01ty~for.all yards in Canada. <If all.

g roment new constructlon requlrements were to- be placed in- the

GreaL Lakes, St. Lawrence and Atlantlc region yards durlng the 1970'5;

‘1

the potentlal demand for Pacrflc reglon yards would be,53,500 GRT perj
year or approxnnately 42% of . the total estnnated capac1ty in that
evlon The other reglons mlght havewa potentlal demand of 122, 900
GRT pe1 year or approxnnately 51% of thelr total esL1mated capac1ty
Both calculations presume that all the yessels requlred would»be
burlt_in Canadian»shipyardd:_ o

The}estﬁhated‘current potential capacity for shipyards

~in all regions is based onacurrent productivity, and- does not take into

account pos51ble 1ncreases in hroductLVLty over the neat ten. years even
w1thout major changesgrn ex15t1ng_fac111t1es. Any such lncreases in .
productivity would have the effect ofvloWering the}operating rates in
the yards. | o
| All the above factorsAsuggest that the yards'in"the_

Pacific region; if all federal governmentfnew constrocticnlis carried
out eisewhere in Canada, may have an operating rate.of-something~less
than 429, durlng the next ten years. For the Great Lakes and St. L 'y
Lawrence yards the pos1t10n would appear to be somewhat more favourable

slnce they could achleve a 51% operatlng rate by bulldlng 78% of the .

: cmmne1c1al demand progccted for their reglons and 60% of the governmenL
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and fishing vessél'ddmaﬁd;'hore‘als§,.however,.ébmpetitive deVeiopmenté.
énd prodﬂctivity incfeasesquuld act to lessgn,opefating fétes éndA‘>
there is the poséibility of~particu1ar1y low demand iﬁ“the'early 1970'81
In Ehe Atlantic region_ﬁhe-yérds_would need-to.bﬁild'Zz% of the Gréat
Lakes/St. Lawrence region requirements,.éq% of the government and .
fishing.veséel.démand,3ahd é11 of-thé Atiéntig ;égion‘démand to“achiévé
-a 51% opérating‘rate wﬁich, agéin, could well be lower.

While-a consistent ayer;ge operating faﬁe.of the.order‘of
.75% would be consideréd satisfacﬁofy iﬁ the:indusfry, rafes of operétion
a£ the'indicatedilevelé.are‘mﬁéh~tbo lpﬁ fof¥aftéinment of a high A¢gree
bf<prbduptivity. | A |

1t is'ﬁqussary to consider means of incréasing.operatihg
rates iq the industry as a whole. . Essentially, tﬁe-dbtions are £o
increaée'volume.or to reduce capacity (or a combination of'theéé).

. Increased volume céuid bé aQéilable‘fro$ five principai
sources : exports, ﬁew develoﬁmentS«offfSHOré'and}in the Ar&tic,.reserving
of the coasf'télCanadian'built veséels, eStaBlishhent_of'a Canadian
-builﬁ, ¢anadian flag, deeb sea fleeﬁ, andnfUrfhef involvgment by the
induStry.in non%marine, heavy industriéi~wofk;- | |

Possibilities for exports appéaf to exist in specialized

naval, occanographic and research vessels, in the design and construction

bwahich the Canadian industry has considerable knowledge and expertise.

Méasures_by the industry and government'to_ﬁﬁprqve the prospects‘for‘

‘éxports_could well be directed to these.specialized'types of ships and

markets, including provision of such vessels in foreign aid programmes.
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size that Canadian yards produce. Major capital GW'-

'would not appear to be_l_sL;iied_MLLhQut.addiilgnal_assistaneeT~Sinee

" being fully competitive on a permanent basis.’ Nor would it-be!feasible

There may well alsozbe opportunitids-fbr’Canadian yards
to Lake advanLago of prlel cxporL sLLuaLions arislng from long

dolivery times in Iorclgn yards for commerCLal ships of- the typc and -

raCilities for series production of such SthS for mnr1a markprs

even with the increases in productiVity that would be realizedqﬁlabour
_that would be ke

and material cost differences_wnuld~likelv Dreclude Canadian vards,

e

to undertake the even greater eapitaliexPenditures that Weuld be needed
to esrablish:new, fully autemaeed facilities of the kind in nperatien
elsevhere, to produce giant tankers and bulk earrierSu; Such;a yard

in Canada would be competing Qitn establishedeards thatvalready have
more than:eneugh cabacity to supply werld-reqnirements for ships;of-

these types, and would stili be subject to-adverse wage and material

differentials.. These large vessels will; however, be entering Canadian

waters to an increasing’extent, and repair facilities to service them
will be necessary 'Provision of required drydocking'facilitiesrinf

conJunction with changes to ex1sting building. faCllltles, could increase

’substantially the 'size range of vcsscls that can be built 1n Canada and

that‘may be exported under favourable.demand'condltlons;-

Perhaps the prineipal pessibility‘fgr increased voluﬁe
arises from new off-shore and Arctic developments. :The Canadian
industry already has,}or:could'readily.aequire,.the_prodnction and .
technical capabilities Ee neet reqnirements'fdr marine eqnipnent .

and vessels in these areas. Government policy‘regardingisovereignty-.




'-2'2-

and the terms and conditions-under which non-Canadian suppliers and-

operators may be permitted to participate in these,developments

‘are most significant in light of the relatively limited demand that

‘will likely exist for ‘the shipbuilding;industry in it§. traditional

markets.’

A third nossibilitthould be reServation of the coasts

lto Canadlan built ShlpS This would have a lhnited'immediate effect

on shlpbulldlng since most shlps in ex1st1ng trades have been bullt
1n Canada in the: 1ast ten years. Such reservatlon would however,

ensure that all new vessels were bullt in Canada rather than in the

Commonwealth, and this could be partlcularly significant in relatlon

to ships for Arctic and .other new trades.

The fourth possibility for increasing volume would be:;
the.supply of Canadian built vessels to a‘Canadian flag_deep—sea
fleet;_'The benefits and costs~of’operating such a fleet»are'heing-n

studied by the Canadian Transportation Commission; assuming that '

- ghips for the fleet are available at_world_market pricesn"_lf

‘justification is:found}for such operations, the‘conditions needed :

for the ShlpS to be bullt in Canada requlre con31deratlon since the
potentlal volume Would be significant for the Canadlan shlpbulldlng
industry;'

Flnally,llncreased volume for the shlpbulldlng 1ndustry

may be p0331ble through expanded manufacture of: heavy 1ndustr1al

,nonémarine products. To do thls on a s1zeable scale however, and

) |
o
e
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to be competitive with large, well -established heavy industrial firms,

the shipbuilding industry wéuld have to invest in special facilities

- that would be, o a large extent, separate‘from'their shipbuiiding

operations. A few yards do operate‘in this ﬁanner.n However, the - / a
ik

maJorlty of yards are not located in areas with extensive i 1ndgstrlaL_7- 75‘

bases whele there are broad markets. for seml—flnlshed andwflnlshed
\____’——

products. whlle yards w111 undoubtedly attempt to lncrease the1r~

industrial work,'thls 1s=un11ke1y to be more than;a supplement
gtnolally, to thLlr maln act1v1ty of shlpbulldlng and shlp repalrlng

and would makt use of common rather than spec1a1 fac111t1es._

Turning now to. cons1deratlon of decreas1ng capac1ty by
-

closing down'some yards, the effect would be to e0ncentrate-new

construction in fewer yards, thus increasing their operating rates’

and achieving higher productivity. .This~won1d'ﬁnnrovefthe situation

in new construction but there conld_be'problems in maintainingvadeqnate
Ship‘repair capabilitieS'in snme areas beeause of'the.gebgraphicﬁv '
extenSiveness-df Canadian shiﬁping services; theidistaneesibetneen
sninyards, and the variety of demands.for‘repair'serﬁrees,d | o

In light of the prosnective_snpply/demand balance for

the Canadian industry, it appears-that some further contraction in the /
. . g A - . v 1

number of yards is inevitable in addition to what has occurred in the /

e : » T ‘ T

last few years. Major shipbuilding facilities at strategic locations

on the coasts and inland waterways could conéentrate on the efficient

production of larger sized,vessels;fqr'the:ddmestic market'andfi
possiblyffor'export, and could supply shipﬁrepairing'seryiees‘ini y

conjunction with independent ship repairers. A limited number of
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o
sﬁallcf shipbuilding';ards cdgld supply'anallér~5izéd vessels to
the domestic market-(an&.abroad; if poésiblg) andfw&uid_meefrlocal‘
requircmvnts.f Thgse degeloﬁmeﬁts‘are 1ikely to occur through-
natural.dttrition withbuﬁyneea'fér interyentioh::' |

The Costs and Benefits of Present Measures of »
Government Assistance to the Canadian ‘Shipbuilding Industry

Précise'asses§ment of costs and‘bgﬁefits is never an
easy‘mattef, and in.respect of the Canadian sﬁipﬁuilding'industry
is complicated by the mﬁltiple objectives_un&eflying goﬁerﬁmént>
aééistance polic&, by the number of meaﬁs'throuéh'which:éssistancé'
haS~Been-proQided,'én&,bﬁ the difficuityzof.aéséésiﬁg;felated.
bengfits} * |

Thus one aspect of government assistance is its policy
. . . . N . i

S

to be related to national policy considerations of independence and

L

sovereignty as well as to considerations of industry support, and

-

these benefits are difficult to quantify. MoreoVer, in order to assess

"~

the cost of such support, it would be“neCeséaryjto attempt to measure

the price premium which government might have had to pay for Canadian

built ships over. foréign built.shiPSHin'past’Years.uAThis}is'a hypo- .

thetical exercise which would require a substantial number of assumptions .

of quéstionable validity, and no meaningful comparison of bénefits and

costs can be made in respect of this aspect of govermment assistance.

Again, it is not possible:to assess the cbsts to the ‘
government .of the special fiscal measures which have been and are

available to shipowners for purchase of ships.‘.Essentially,‘suCh.COsts




‘arisc [rom deferment.of taxes. . The Committee concurs with the

gqvcrpmcntgintexdepafhnentallCOmmittee;thaﬁ'conciuded in 1965 that>A
such CEfécté could not be galcﬁlated Qiﬁh any>degreé.of cénfidehce.

.In these éiréumstéﬁées; thé costs tovthe.gove;nﬁen#
are genéraliy‘coﬂsidere&.té be;ﬁhe subéidy.disburseﬁenﬁé‘tﬁatihave
bgeﬁ-made, totaliiﬁg_$2§5 million during>the:fiSCal &ears_1961—62>".
to 1968ﬁ69; Howeﬁer, giVén ﬁhat the¥e ié}no tériff.pfptectiéﬁlonA

U.K. built ships but that a 20% B.P. rate would be appropriate, it

‘follows that the first 17 points df‘subsidy are protection rather than -

'subsidization as.sdch. On this baéis, it_is_caiculated that 5116.;
million or vi’rtually_ohe—ﬁélf of the subsidies t.hat-hav_é' been paid
hdve.coﬁsﬁitﬁted-proéectioﬁ for the-iﬁdustry to a sﬁﬂi1ar extent as
that affo;déd‘otherACaﬁadian industfies. In more régen;(yéafs, whén

subsidy rates for both commercial and fishing vessels have been

- declining, the average protective component in subsidies paid would

be highcr, although evidence on this is obscufed'by.decijning
construction activity\dnd by an incfeaéiﬁg_ﬁse_of proceeds from
disposition rather than subsidy in financing new_ships;;

It may be noted, too, that~subsidiés as such~aré‘a‘.
éignifiéant éspeét'of géheral'gbvernﬁéﬁt pdliéy. Thus in recent -
~years total gOVernhent subsidy and capital assisténce péyments have
Been close to $600 million pér annum;‘includiﬁg payments’ of $100

'

million per annum to railways in_respedt of feducad,freight,ratesi
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on the side of benefits, difficulties in assessment also
prevail. Dctcnnination of incidean of bencfit can be important for

xneasurcmcnt but cannot always be spcclfled. For instance;,during-

l96l 65 when Lhcre were ‘Canadian ' content requrrements, part of the

1

'bencflt was recelved by Canadlan suppllers of materlals and equlpment.»

AS a further e\ample, the 1ntense competltlon that has prevalled

among yards for new constructlon has led to prlce quotatlons that,.
have yielded "below. normal" margins for overhead and profit; in effect

part of the benefit went to priyate‘shipowners and -"it may be noted -

to the gOVernment.ln‘respeetvof its orders. As a: flnal example, the
effect.of a-zero,taritf on ﬁ;K Shlps and of the Canadian. constrnctlon
subsidy evidently waslto provide shippiné services ln.Canadian’waters
at prlces:lese~than»they otherwise would have been. The ultiﬁate
beneficiaries were the userelof serviees,:hut:measurement of:henefit

is virtually impossible at this level of diffusion.

Turning to expressions of benefit in terms of resources

ueed in‘shipbuildlng,'the labour~intensivetnature"of‘the~lndustry:has
resulted inllt providlng more employment directly and»lees employment
indirectly (through pnréhase of materials)-than the_aVerage‘for'all
manufacturing.industries. During 1962—67 the.industrythad{a'reason-
ably stable level of employment at about l 25% of all employment in -
manufacturlng 1ndustr1es Slnqe then however, a decllne in new
construction orders has resulted in a level of employment at the end
of l969 that was the lowest since the early 1950 S.

| The amount of subsidies pald per man~year of employment.

has averaged some $2,400 and, recalling that one-half of .this is
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prbpcfly protQCtion,“thQ amount SI.acﬁual_subsidy per,mdn—year(has
been nhout.$l,200; The mnpléyucnt cdnsidgred ié that inineW~
cohstrucéioﬁ; repair andibdnversién work, sincé sﬁbéidy‘not bnly'
resulted in jobs'in new cbnstructioh'But éfovidéd a BaSe forkall

the marine operations of many yards. The average cost of subsidy

;in relation to employment in particular‘localities.and regions has

S

depended, of course, on the relative importance.ofmsubsidized 
vessels in- the mix of total work carried on, having been above
average in some cases and lower in others.

The industry’iS‘a;significaht provider of work. in’

certain areas. Thus in the_Atianfic Région,ithe;St; tanence,vand‘
" the Upper Lakes, shipbuilding and repair employmeht comprises a
substantial portion of manufacturing employment in yard locations;

and offers virtually the only local Qpportunities for 4d widé;rangé.

of tradesmen and skills.

Were shipbuilding ehployment not ‘available in theSe‘

locations, ahd since many of thé_yardé‘afe‘in‘fegioné of_sloﬁ
economic growth, it might bé necessary té use phe-provisions of
prégrammes being followed by the Department'qf-Rééionai.Econpmid.-
Exﬁansioﬁ to provide altefnative,manufacturipg ocCupaﬁibﬁs.’fUnder:
these programmes,_for~a new plént>or new pféduct exéansion,'the"
incentive is up‘to 25% of capitalAébsts plus up to:$5,000 fdr each>
job'créated.in the operation, provided the to#al:benefit.does‘not.
exceed $12.milliqn, o; $30,000 fo?:each job cféafed, or one%half“

of the capital to be employed in the operation.
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while the shipbuildiﬁgAindustry is not as large a
purchascr of materials as manufacturing induStrics generally, it
is hnportang as a.markct to marine Suﬁbliers qf'thc wideArange of
its reduiranents; Ho@gvar,_the limited scale of shipbuilding.
activity in Caﬁada has‘resultedjin a fequirement‘for individual.

components or items of equipment that has often been too small

to warrant manufacture in Canada, and in recent years it is

estimated that 40% of the industry's material purchases have been

of forcign‘origin. The extent of such purchases Qutside Canada

cvidently increased after -the Canadian _content regulations that
: . + commarusasd I A

e M

accompanied the earlier subsidy were suspended in 1966.

‘With regard to other balance of.payments.ﬁnpiicatiogs,
thereAhas been rélati&ely little exﬁdrt and import trade in ships
as such‘ih recenﬁ_Years, apért from_mdvem@nts connectedeitﬁ;ﬁ'
transfer of‘flag. Whetﬁer imports of ships will become more
signifiéant in future depends on circumstances yet toAbe seen. Tﬁe
subsid? fate, afﬁer being'ZSZ for three yéaré,‘began to decline at
1/2% per quarter after May 1969; buf the effect of this has ot yét.
been e#perieﬁced because few~ships have been ordered during the

recent depressed conditions in the market for shipping services. Nor

will the effect likely be evident soon; .since resumption of orders on
-a sizeable scale.is not expected for some time. When orders resume,

‘and should business be placed in U.K. rather than in Canadian yards,

the balance of payments éffect will be an indication of the value of

the economic activity - in’ terms of employment, material purchases
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from domestic sources; profits, and taxes - lost to. the Canadian

_cconomy .

lnformation-bn the balance of‘gayments‘for shipﬁlng
serv1cus,.though not 1clated to the costs and beneflts of measures
for Shlpbulldln - is of interest because‘shlp operatlons constltute
the market for the shlpbulldlng 1ndustry |

For waLerborne 1nland trade (Lakes and St. Lawrence)

'between Canada and the United States, a balance of payments def1c1t -

of §3 mllllon a year in the late '50s wds charged to a surplus of

.almost'$20 million in the late f60s as a result of_the changed;

trading.conditions.and'the growth and modernization of'the‘Canadian
fleet.

As regards deep-sea shlpplng, the Canadlan flag -ocean-
(W
o A

g01ng fleet is now of negllglble size, although Canadlan operators BN

own or charter a substantlal number of ships that engage in. deep-sea

'tradeS‘under.foreign.flags; The balance oftpayments surplus'on

ocecan shipping in the late '40s became a deficit during the 1950s,

and this fluctuated around a level just over $100 million during

vthe '60s.
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CONNENTARY AND RECOMMENDAT LONS

Shipbuilding and 'ship repairing are significant com-
ponents of Canadian maritime activitieé_and it is desirable’that the -

range of these activities should fully satisfy Canada's maritime

~interests,

The Committee starts from the position that a statement

of maritime'policy is necessary and that this StatEment.should‘ciearly

specify those interests and establish the basic rationale for a.

Caﬁédian.shipguildiﬁé andvship fepairiﬁg iﬁduéﬁry'in felétioﬁ to them.

It is uﬁéuéétiénéble.Ehét,Cghada haéiVéry gxténsive
marigimé'iﬁterests; Even before Canada‘Was foﬁhded;-fisﬁiﬁg.fiéhts
and reguléti§ns_were,an iéportént aspect of #hé‘couﬁtry'éﬁSOVérgigﬁty;
fhey~conti;ue'tp be so today as is illuétrété@.by:fééént 1egi§la£i0ﬁ 
exfén&iﬁg’the'coastal‘fishing'limitsg_-142' |

| Early in the‘preseﬁt‘gentury, Cénadé.decided to have -
its own naval capability,‘AInitialiy_this,was:satisfied with éhips
built abroad;>for the last thirty yéaré Céﬁadién nava1 veésels héve
been built within>the country és a‘@étﬁér of'édlicy.

Over the years; Canada has?prpgfessively ek;endea i;s
scale of opérations in~Arctic ééas.  Currént develbpﬁenﬁéfiﬁdicatéu:
that ¢anada is on the point of‘establishing pélicies relative‘;o the
Arctic which will accordAwith the extent of itéAjupisaiCtion énd

sovereignty, 'and which will un&oubtédly.involye significant ﬁaritime

‘aspects, with corresponding maritime. responsibilities.
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“The offshore continental shelves adjoining Canada -
always important from their fishing aspects - have fecently becomé
significant as possible sources of oil and gas, with attendant
serious dangetrs of pollution if expiofétipn“and'deveIOpment in -
these areas .is not carried out under pfoper control, ineluding
‘inspection, by Canada.

The significance of the offshore areas has been
commented on recently as follows:*

The continental shelves (ad joining Canada's coastline). are
nearly 40 percent as large as the total area of the country.
Since the sea is biologically as productive per unit surface
area as the. land at similar latitudes, and the continental
shelves are: geologically of the same composition as the land,

" this suggests that Canada as a nation cannot avoid an interest-
in marine. act1v1t1es, 1ndeed it ¢annot afford to neglect them.
At the present state of world political development, to fail
to assert its full sovereign prerogatives with respect to the
use and development of this potentially important part of the

" country, would be to fail in our responsibilities to give
future Canadians maximum’ poss1b1e opportunitles for: selfsw

‘determlnatlon.

The.manifestetion of past maritime interests is
illust;ated b& the>Cénadien government~nava1 and non-neValvfieets
ttat exist to éursﬁe, sdpﬁort;'regeiate‘and eﬁforee:Caﬁeda's;sational
interests in the maritimelfield. | | .

The commereiai aspeets_ef~these interests are equally
evident.'.Thﬁs Canaeien fisheries‘have been protected byvtestriction
of ceastei fishing to;nationel vessels except fot.eertain;rights ef

foreign vessels under early treaties.

%* Paper on the Marine Sciences in Canada, prepared by the Study Group
of the Science Council of Canada and presented in a semlnar at’
the University of New Brunsw1ck in August 1969.
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Cahotage is a common 1nternatlonal p1acL1ce whereby

the carriage of goods aﬁd passengers from'point to point on domestig‘
W . . . L

e

coasts is restricted to shlps registered undor the national flab
AR

\

(and, in some cases notably"themUnated_Statee a1qo to shlps built

nationally). In Canada, Commonwealth reglstratlon was suff1c1ent
e ]

for operatlon in all coastal trades up to 1966 in that year‘coastal

trade on the Great Lakes and St Lawrence was restrlcted to Canadian -

flag~vessels without restriction onvthe'countryvof-building.

Manyhnations take conSiderable.interest7in'the'shipping

that‘is.avaiiable.to seryice.their foreign tfé&e but Whieh may be
outside their‘immediateljnrisaiction. ThisAhas particaiarvappiioation
to Canada;_sinee over onefthird of its exports are;to offshore'
destinations. The availahility under suitable termsAano.conditions

of efficient internationalhshipping servicesfis thus of1greatisrg—"

nificance to Canada, as is the presence in Canada of repair and '

" maintenance facilities of appropriate size and location to service

both_international and"domestic_shipﬁing:

P The publicvpolicy and‘commereiai-asPeetsfof Canada's
mar itime interests‘haVe;’in the'Committee'stiew,‘heen.inadeouateiy
articulatediin the past} This has7created difficdit& for the.ship~

building, ship repairing, ship owning and other_maritime industries,_‘

" since there has not been a stated maritime policy nor a focal point

w1th1n government whlch would translate that pollcy 1nto programmes

and would be ava11ab1e for consultation by the various segments of
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the maritime industries. The speed and extensiveness of current

‘developments in maritime Ffields makes the need for policy

declaration very immediate.

Accordingly theACommittee reCommends.aé‘folioWs:

Recommendatioﬁ-No. 1

That the government develop, formulate and state'a .
maritime policy which will énsure fulfillment of
Canada's maritime interests, and that it establish
appropriate organizational arrangements. for con-
tinuous 1mp1ementat10n of that policy.

While Canada's demonstrable maritime . interests require

ships, floating equipment and watercraft of one kind or another, an

. ensuing duestioh is the extent to which thése-shbuld be provided by

the building and repair of ships Withiq Canada itself.
The Committee, in extensiveiy revieWing this matter,
has given consideration to the costs and benefits of the shipbuilding

and ship repairing industry in Canada. It has concluded that the

‘market and operating circumstances for the Canadian industry in past

years have necessitated a degree of assistance for the industry -in

excess of the protection afforded Canadian industries generally.

There have been economi¢ benefits - for example, in terms of: balance

of payments éffeéts and of. employment in regions of Canada where

shipbuilding and repairing is a major source of work. The technical



aink Telniniaiaiaiaiainib i &

| —

e 3G

skills of the>indﬁstty p6nsideted in its wideét.Sense:(including.
yards,'supbliers,-deéignerp and:consulﬁants) have been enhénced;
and ‘the iﬁdustry'has\been stccessful in dgsigningvépd‘bdildihg  
shi§§ speéifically for Canadian dondition§ and ?équiremenﬁs.
Additiouéll&, the ihdustry»has provided needéa'repair services
which, in certain 1ocatioﬁs,'reqﬁire tﬁaﬁ tﬁefé be a»éombined B

shipbuilding and ship repairing facility.

4

However, the prime justification for the special

R

assistance given the industry (beyond a nqrmal level of protection)

.

would appear to have been in the sovereignty and nationaliinde:__

Aeprmepr o e

pendence aspects already referred to, together with an evident

desire that Canadian coastal trade be carried in Canadian'shipé,"

Ih.postnwar-years, it has been policy to'placé almost all govern-

ment requirements for ships (both naval and civilian) in Canadian
. . N . - T
yards .and this has représented over: onme-third of all new comstruction

éctivity during.l958-6§ (the ﬁeriod examined in detail by the Committee).

Government requirements, together with'aésistance toward. building of

com@ércial énd fishing'vésselsvin Canadiaﬁ:yards; has.demonstrated
éoVerﬁment feéogﬁitioﬁ'of,the desifabiliﬁy of méintainingva Cénadiéﬁ
commercial shipbuilding ;ndééhiﬁ‘repairing cépability.' |

| . Howévgr, in the Committee's view, the ekpression‘of
'this recognition up td ﬁow>has.fa1lep short of a fﬁll statement of
policy which would.providg a frameﬁork for the industry itself to
plan for the.futqre.A.Thus the Co&mitteé ﬁakes>the_follbwing

recommendation:
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"ReCOmmendation'No. 2

That Canadian maritime pollcy reco&nize the signi-
~ ficance of the ‘'shipbuilding and ship repairing .
‘industry in relation to Canada s maritime lnterests,-r‘
and that it establish and state policies, practices, -
" and programmes that are appropriate for the industry”
to discharge its functions and meet its respon51b111t1eb
' with respect to those maritime lnterests. :

The effect of government procurement and assistance -
“measures during the 1960'5 was to: irdcrease substantialiy.the'3ca1e'
of.industry operations, and this contributed to theiadvancement.of,

the 1ndustry s technlcal capabllltles and to lncreases in 1ts

producthlty "The polnt was reached at whlch the need of the
1ndustry for spec1al assistance (over and above protectlon) came
under examination and, follow1ng review during 1965, substantial
changeaiwere made at the-heginning of.1966a

Whereas the underlying pnrpose of the shipbnilding:

snbaidy for conmercial vessels (other than fishing vessels) had

earlier been to balance the differential between Canadian and U.K.

St

shipbuilding costs, the new arrangements contemplated a staged

reductionzinAthe subsidy.to a level that. would correspond—to-the

N

'protection-afforded otherhindustries through tariffs. (The - duty

rate is zero for,import into Canada of ships built. in the United

Kingdom or%other Commonweal th countries,'éo the industry has had
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no-cffectivc'tatiff'ﬁrotcctiph. Review.of the infcnﬁatioh available

indicates that about )O”‘o[ past subsidy.payMQnts‘have been in the
naturc of pLOCOLthH rathcr than sub31dy as such)

The level of" sub31dy was. set at 25% for vessels

’ dellveled durlng 1966 69 with a subsequent, staged decllne to 17%

by 1973 (thlS latter rate belng approx1mately the equlvalent of a

20% tarlff). At the same tnne, duty drawback on 1mported materxals

- and components used in the.construction, cdnversion and repair of\

ships in Canada was removed.

. ‘These proyiaiohs'were appareptlyAihtended tofput.the.
Canadian shiphuildinﬁ‘ihduetfy on ndtice,that it cculdhhctAexpect aﬁd
indefinite contlnuatlon of speclal a331stance and that it was expected
to achleve, principally by nnproved EfflClency, a level of comparatlve
costs spch that speclal assxstance (over and'above protectlcn) would

eventually befno-longcf needed.

The Committee considers. that the general intent of this

Pu—

revised policy was, and’ contlnues ‘to be, approprlate for’ the Canadlan

e ...,.(.A.“,...,_-.,..A

shlpbulldlng and Shlp repalrlng lndustry During the 1960 s; the

1ndustry has ‘been able to substantlally lncrease its effectlveness.
The Committée_is.confident that, provided there is a reasonable work

load, further increases in productivity will be achieved during the S o

1970's.
-The Ccmmittee conSiders, hdwever, that the tlmctable'
R
developed in 1965 for. the- 1mp1ementat10n of. the changed pollcy with -
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repard to subsidy is inappropriate to the circumstances that prevail
in the industry, some ol wliich-could not have been forescen, and that

the removal of duty drawback has had an adversec effect on the industry. _

—

Thus, devaluation of sterling at tﬁevend of l967g¢reated
a cdnsidéfable change_iu tﬁevbasic éxternal'qdmpetitiVé.sitﬁatién,
According to the best estimateslbf'the C§mmitteé, the différengial~
in Caﬁadian:;“U.K. shipbuilding'coéts‘is ndw‘éf the éfderISf'ZS%‘tq:
30%,~and had it not been fOrISteriing dealuaEion the diffefeﬁtiéi o
would be 20% or less. This fefiecfslthe'brogfess a;hiéved sinéé-l961
when the driginal subsidy was estébliéhed aﬁd;iﬁdicates:that'the policy
of declining subsidy:ingrodUCedviﬁi1966 was_éouna:iﬁ pfinciple{‘ |

. A furthef unforeséeﬁ developmehtlis éhat éﬁe démaﬁd<j
for ships in the‘;raditional éémestic markets for the Canadianminduétry
began to decline at- about the éﬁd 6f_1967 and has progreQSively1dé£e¥- |
iorated since iﬁ termé qf tohnages on.order and'employﬁenf pré&ided :
in the éhipyards. There .is n§ indication_of a~revérsaliiﬁ these -
tendencies in the immediate futgre. - |
' o _The.Commiéfeé cannof statercategorically.that-thé
industry's position has peén déméged by thé-dééline in subsidf.ratél

from 25% to 23% during 1969—70,:becauée few’orders for new ccmhercial

- ships for Canadian trades have been placed recently. However, it is

~the Committee's best. judgment that no further decline in subsidy is

appropriate for some.time ahead and that the rate of decline should

T ——

be slower than was originally contemplated.




-competlng yards abload w111 undoubtedly be ach1ev1ng Moreover,

The prospective low level of operations will make it

very difficult tor yards to achieve the productivity improvements

that are impervative with doclining-sUbsidy'—w'productivitthnprove—‘

ments, be it~noted, that must‘be4relatively greater than‘those that

glven that the industry is startlng the 1970 's from a low base of

. " rrr——— -

: nnprovements and to make necessary adJustments.

The Commlttee is also of the view that the~drawback

-

of 99% of duty paid on nnport of components for sh1p constructlon,

conversion, or Lepalr that was w1thdrawn at the beglnnlng of 1966,

\-H,__..-—-v--v--

should be'relnstated. Presumably the remOVal of drawback was_in-

¥

‘tended to recompense to some extent Canadlan suppllers of equlpment

to the shlpbu1ld1ng and repalrlng 1ndustry, follow1ng suspen51on of

Canadian content requlrements that prevalled since May 1961

While the.Committee is senmsitive to the p031tion of

such suppliers, it is also aware that the range of types and sizes

of Vessels built in Canada hasinot prodncedya demand for individual

componerits on a scale generally_large.enough to support manufacture

_in Canada. ‘Requirements have therefore been supplied prhnarily -

-through imports; and the removél of drawback has increased ship

prices and has.acted to ‘lessen the range of sources}df suppiy since
the lower tariff onvprodocts of th.ioriéin has‘favoured blacing.
business there: | '

.Virtualiy ailishipbuiloing.countries;alloy duty free

import of components»used in shipbuilding,~including.the U.K. which




"~ is the'principal'potentia;‘supplier of-ships‘to traditional Canadian o

markets. In light of this, the Committec considers that reinstate-
ment of duty drawback is desirable for ‘an efﬁicient_and cdmpetitiVe,

Canadian industry.

Accordingly the Committee's basic reeemmendation_

relativé to the level and timing'of-prbtectioh_and special assistance

for the Canadian ahipbﬁildihg-and ship repair indﬁstry is.aa follows:

~ Recbmmendation No. 3

That the level of. sub51dy on commercial vessels
(other than. flshlng vessels) as defined. in the-
present subsidy regulations, be maintained at 23%
for deliveries prior to June 30, 1973, .and then
__decllne at the rate of, one~-half percent every six
.~‘months until a 1eve1 of 17% 1s reached by 1979

That duty drawback of 997 in respect of components
~ imported for the construction, conversion, or repair - °
- of ships in Canada be reinstated forthwith, and in the

" absence of such action’ the rate of subsidy be 1ncreased
by two percentage polnts '

.Proteetion for theaCahadiah shipbdildidg'iddustry is.
in the form of sub51dy rather than tarrff Sub51d1es are hlghly
visible whereas the effects of tarlffs are dlffused throughout prlces
in the economy.d This has led to pastvmisdnderstandihgs df theii' |
'positiod of the induatry add of the degree pf_speciaivaéaistahcea

afforded to it.
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Und01 Lhcse,c1rcumstances it might havc seemed

approprlate for the COmmltLeC, in recommendlng a level of assls-.

'Lance, to suggest that thls be. achleved through a 20% tarlff plus

an. approprlate spec1a1 sub51dy rather than entlrely 1n the form of

subsldy.

The Commlttee has refralned from d01ng so for

several reasons A 20% tarlff on the import of Commonwealth bullt

i 4

shlhs would presumably. requlre exten51ve negotlatlons Wlth Common-
Wealth countrles. It would also result in a rise in the prlCeS

of ShlpS built in. Canada for domestlc shlpplng serv1ces, c0mpared
to. thelr subsldlzed level now, w1th p0831ble effects on shlpplng

Service}rates.‘ Moreover, replacement ofjthe~subs1dy.by~tar1fffon

" Commonwealth built Vessels Would reduce. effective protectlon vis=’

a-vis ShlprllderS in non-Commonwealth forelgn countrles, Wthh now
is composed of the 25% tar1ff and the subsldy, in these condlthns
the possibillty of supply,by “low cost ’heaV11y subsldlzed,,forelgn

builders to. the Canadian market could become. very real

A matter which has been strongly advocated by the
Canadlan sh1pbu11d1ng 1ndustry and con31dered by the Commlttee relates
to the p0351b1e reservatlon of Canad1an coastal trade to vessels bullt

in Canada,_ The Whole matter‘of Canada s pollcy 1n‘respect to(coastlng
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regulatlons 1svunder studyvby the Water Transport Commlttee of the
Canadian Transportation,CoﬁmiSSion. Should these deliberatlons .
result in a recommendationfthat Canadian coastal tradefbe reservedd
for Cahadian;huilt>ships: then theAtraditional Canadianhmarkets:for
such ships woold be totally reserved to Canadian shipbﬁilders. This
actidn Woold'render-the preeeding'reComhendatiOh.regarding asSistaﬁeec

and duty drawback 1napp11cab1e to such vessels, ‘and to the extent

that the protectlon would" be definite’ rather than cond1t10na1 would

be'preferable from a shipbulldlng ;ndustry point of view. The-effect
would be to increase the cost of ships and-of domestic shipping

services from present  levels.

An important aspect.of the Canadian ihdustryﬁs ability
to improve its;performanee:reiatire to shipbuiiding ihdustries in
other‘countries 1ies in thesiptroduction o£‘new_faciiities;‘maehinery,
equioment operating praetices, ﬁethods etc.' The Committee has
assessed the present technologlcal capablllty of Canadlan shlpyards
in c0mparlson w1th yards of a 81m11ar nature and size in other
countries and has found that some Canadianvyards have "introduced
technical improvements to a considerable extent in recent years and-

are on.a par with comparable foreign yards.
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At the same time, the'Committee sees no grounds'for

complacency on- the part of the Canadlan 1ndustry if 1t 1s to effec-

' t1ve1y compete in trad1t10na1 domestlc markets and 1n new developments

that are 1n'prospect. In additlon to exertlng its own energles, the

1ndustry will need to: have dccess to government measures for uDgradanV'

and modernizing operatlons to the greatest extent p0331b1e.:

| AIn this’ connectlbn, the . Commlttee s assessment is: that
changes in productlon prOcesses and methods that are partlcularly .
significant-for'the operations of the shipbu}lding industry atre not

adequately provided-for‘in éxisting'government programmes which'appear

' to be oriented more toward scientific research and defence export.

At the same time the Committee-is reluctant to suggest.any special
programmes for -the shipbuilding industty as such, and would prefer

that means be found for. the industry to take advantage.ofiexisting :

. programmes.

" Accordingly the Committee recommends as follows:

‘Recommendation No. 4

That the provisions of existing;government industry
assistance programmes be modified, and the inter~
pretation of their regulations be such, that the ship-
building industry will have ‘access to prov1310ns aldlng
the upgradlng of performance and .technology.




.Tha Committee accgpts tﬁe poiicyfbrinéiples Qf_in-
creasing'efficieﬁcy and:bf.a deélining.subsiéy«leﬁél; iheiﬁreyibus
two fécommendations;'ték;n_together,‘éénéﬁituéé thefCommitEéé's%
view that since prbduéti&iéy impfoveMeqts B& Eﬁe’Céh&diah industry
must be additional to the_ééiQSfphat‘will bé-achieved in-btherf
couﬁtries_mdré time.musE‘Be prOQided fdr:the Canadiaﬁ indﬁstrY{fo
reach‘the eventual 6Sjectiye.

The Committéé'fééégniéés.tﬁat'céiculatibné of levels
Qf go§t differentials arnd ofrspeéial‘assistaﬁée-needéd can’Oniy bé 
approximaggAbecausé offVariatian iﬁ sﬁip:typesibdilt'andggf,regionél

variations in costs and conditions. ' Nevertheless the Committeée is °

of the view that its_recommendations:for_special.assiStance, duty . . Ly

drawback on imported components, and access to government modern-

ization programmes, are realistic, minimum requitements -for a . - L

national Canadian industry to survive and develop. -
It should be stressed, however,. that a presumption

underlying the proposals is that relative conditions in the future

'will,ﬁot_differ great1y:from those that prevail now., Majof.new

developments which would create sﬁbstantial changes in competitive

\

cpnditions.(e.g.’substantial‘variationiin‘exchaﬁgé levels) would

‘require reassessment of the details of assistance provisions.

-Accdrdingly;“the Commi;tee_récpmmends as follows:
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Recommendation No.. 5
Phat, if therc are major develOpments materlally
“affecting the 1nternat10nal competitive standing of
the Canadian shipbuilding dand ship repalrlng 1ndustry
and its position relative to Canada's maritime
interests, there be early JOlnt review by govermment
.and the industry of the new factors to determine

whether amendments to assistance prov131ons may be
approprlate .

"One exanple cf the need~f0r such fnture'review is
w1th regard to f1nanc1a1.aspects of Shlp ownlng and Shlpbulldlﬂg;-'
Thus income tax deferment through accelerated deprec1at10n has been
a 51gn1f1cant factor for shlpowners in Canada as a source‘of funds
for the - orderlng of new vessels, but - the attractrveness of thls

provision may be reduced if the tax credit’proposals in the White

' Paper on Taxation are put into effect. Also, use of proceeds of

'

dlsp051t10n for replacement purposes havexbeen 51gn1f1cant bnt such
use w111 cease by 1974 .Current high 1ntereSt rates in Canada.w111
have an effect on flnanc1ng and thus the orderlng of new shlps; iﬁ
a similar manner_to their effect on’otherfnajor:capltal.1nvestments;
There is, however, an-added»conpetitive:feature‘indthe‘case,of ship-

building since the easier credit conditions available to shipowners

placing orders. in -the United Kingdom could well result.in loss. of:

business for Canadian yards..
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‘The Committee- gave consideration to numerous

suggestions that had been made regarding the need for and the .

j S LT .

:means‘hy which speciai financing arrahgemeuts might be extended

for purchase of ships from Lanadlan yards for d0mest1c 0peratlon,r;.
lt concluded that whlle there is a problem, 1t does not appear.to
be of the pr0portlon that requlres.a recommendatlon for government
actlon in th1svregard at the.present time. However, the Commlttee

stresses that continued f1nanc1a1 str1ngency 1n Canada, allied w1th

changes in the other aspects of sh1p f1nanc1ng, ‘could produce a-

considerable deterloratlon in’ the competltlve p051t10n of Shlp-

_bulldlng‘ln Canada;il"'

';AccordinglyitherCommittee makes the following = - .

- recommendation,

Recommendation No.’6

That ‘the industry and government JOlntly keep under,
review factors affectlng the financing of ship pure"
chases in Canada for domestlc operation, and ensure'.
that these are appr0pr1ate in the future condltlons

that preva11

Thus fdr the Committee's recommendations have been’
concerned'with industry operations in relation to traditional markets .
for the building of commercial (other than fishing) vessels and for

government naval-and non-naval ships, which provided:aplevel’of.>-
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' operations for the industry as a whole that averaged some 50% of
Vcapa01ty in Lhe 1atter half of the 1960 s.
Deta11ed assessments 1nd1cate thaL the demand on

the industry from these sources- during the 197o's is likely tque_'

A . B o L
‘much the same as during the 1960's. Despite'curtailment in recent .

years of the capacity of the 1ndustry through closure of yards or . . i

w1thdrawa1 from sh1pbu11d1ng operatlons, prospectlve supply frOm

ex1st1ng yards indicates an average level of operatlons that appears
to be too 10W for rea11zat10n of productlvlty galns to the extent \i--. R
required.

- The Committee, while recOgnizing_that average industry

operating rates.are a composite of higher rates in some yards. and -
1owervin-others, gave considerable attéention to ways in Whieh demand -

_on the industry might be expanded or industry ¢apacity could be.

contracted.}

New developments ih-theﬁeOastal and offshore waters_ :Q/_
of Canada constltute what in. the Committee's’ view are the most i_
Slgnlflcant potent1a1 for additlonal demand for Canadlan sh1pbu11d1ng
yards. The Water Transport-Commlttee'of the-Canadlan Trahsportatlon
Commission‘is‘investigatingvthe'dimehsiohs of these pdssihilitieSg~w-
as part of its review of coasting reguiatiohs.o The COmmittee‘oh :

11pbu11d1 g,sonsadexs_thag_all_yeﬂsels and watercraft engaging in . -

these new .developments should be under Canadlan flag, subJect to the

rights of present non-Canadian operators_ln their ex1st1ng operatlons

——

~—

on both'coastS‘being_safeguarded by a oropriate'grandfather provisions.

v

o
»
»
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Tﬂe effect of ﬁae measures‘the Cam@ittée ﬁas iu_miad_
wouid bc to.estab1ish.the Caﬁadianlﬁresaﬁcavana;CanaAian éont?dl
"in 511"£ypes of watefcraft beingvased ia Cahadiaﬂ waters to tha
" oﬁter edge of the“continéntal shelf aﬁd“enCOmpaSSing’the Arctic’

areas. Operatlon under Canadlan flag would quallfy 'such classes

of vessels for _the protectlon and spec1a1 a331stance measures already
outlined. 'It seems entirely reasonable to-the Gommittee thap,all a
forms of Waferbbfne actiyity in'the‘coﬁtiggsasfwaters“ofAdanada bes
regarded as a natural mafket_fof.;ﬁé Canadian shisbuildiﬁg andisﬁip
répairing industry.

Accordiagly the.Committee makes the fblloWing _
yecommendation:" |

Recommendation No. 7

That all vessels and watercraft, 1nc1udlng exploratlon
and service vessels, engaglng in trade or other oper- z - P
ations in the.coastal waters of Canada to the outer [ = . !

edge of the continental shelf and encompass1ng Arctlc }

areas, be reglstered in Canada

The Committee recognizes that it may be mneceéssary to.
bring in, on a temporary basis, non-Canadian vesséls or watercraft

for particular purposes in situatians where Canadian flag capability

does not exist. However, theipermanent importation of foreign built fy

vessels to operate under Canadian registry is a matter for ministerial >Q
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discretion and the application of this discretion has caused

dissatisfaction in the past,

Thus~the'Committee makes the following recommendation:

* Recommendation No. 8
That all applications received by the Minister of
Transport for approval to import a vessel or other
watercraft into Canada and place it on Canadian
registry be published in the Canada Gazette, so that

interested partles may make representations to the‘
Mlnlster w1th1n a spec1f1ed period.

Takfngfadvantagevof_the*potential demands that are
likely to develop in offshore and Arctic.areashwill reQuire_mejor
efforts hy the industry, Qith'yards'acting indindualiy or'fnjgronps;'
and in some .circumstances Jolntly ‘with government | ﬁ

E The expertlse of Canadlan yards and of the Shlp—‘

bulldlnb industry has ‘been partlcularly related to the condltlons

within which it has been operating. ~ The. basic capabiLity exists to

build the new vessels or watercreft required in these new.deyelop;
mentsland, to the extent that partienlér design or constructionh.
expertise mey be 1acking;“this ean_Be readfly acquired, |

There is.need to bring together'information releting
to operations.ln offshore and Arctlc areas so that ablllty to de51gn
and construct vessels fully approprlate to the condltlons will lead

to achievement of the.market potential.. In thls respect information
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from government and other sources, particularly with regard to the

Arctic, could be most important for the success of the industry's

efforts.

It is 1mperat1ve that 1nd1v1dual yards, the 1ndustry

. and government work together to obta1n max1mum beneflt from these

‘new developments.

Wlthout belng spec1f1c on the detalls of how thlS

might be done, ‘the Commlttee recommends as follows:

Recommendation No. 9

~ That, in the fields of offshore exploratlon and"
Arctlc development, every effort be made by 1ndustry "
and government to. fully éxplore the market potential. .
for vessels and watercraft and that the 1ndustry in .
partlcular, acting as 1nd1v1dual yards or jointly ‘as
a group, take the necessary steps to obtain full
knowledge of design and construction requlrements»
for such craft in _order to develop thlS market for
Canadian yards,. . :

Another possible source of new demand for the Canadian

shipbuilding and ship repairing industry woyld be the provision of -

ships to the export market. This possibility has been advocated'to_\

the Committee and has been given careful consideration.}
‘In light of the general situation of the Canadian’

shipbuilding industry; including relativelymhigh.labour rates‘and‘

material costs, it is‘evident that;building of ships for export would
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require substantial assistance to.bring Capnadian ship prices into.
line with world levels.
Such ‘assistance would be justified if the effect on

the scale of operations of the industry were sufficient to sig-

nificantly reduce unit costs and, eventually, the level of assistance

needed for both domestic and‘ekport_markets, The Committee has

e P ————

concluded, however, that this is unrealistic. The amount. of assis- .

tance and the scale of operation needed toreStablish-Caﬁadian

shipbailding on such a new plane;would be extreme1y>iarge;‘ The
world market:for shipspie a'very-competitipe.ene and a very:expeneire
undertaking for the‘iﬁdustries and governmente Wﬁich are-ﬁow engaged~
in it.

Giyen,pthen,tthat an attempt bypcanadian shipyaras-tp

break into the worldimarket'in a major-way would‘be extremely-cestlyj_

e

there remains the possibility of selective participatibn in certain -

carefully chosen segments of that market.
IM»

In this connection, the ab111ty of Canadlan yards to‘

.offer fast dellvery of shlps of conventlonal type and. 31ze appears

to.offer potential f01 export in perlods of tlght world supply.

It is de51rab1e therefore that promotlon and f1nanc1ng arrangements:
fqr-such bueiness be -as effective as possible{ EVep in respect to
this'situation, however; tﬁe Committee”censidersitbat ability_te

offer tompetitive prices would . be a major determining factor and

that assistance of the order‘of the level affdrded to éhipbuiiding ’

for the_dbmestic_harket would also be pecessary for gupply to export:




Another possibility is.the export of special types of
ships which arc Within Lhe Cdnadian industry s immediate range of
producLion capabilities and - experience but which by virtue of their

sophistication or qualities, would appear to prov1de a particular

) opportunity of obtaining bus1ness internationally. Such suggestions

are most commonly made in respect of naval warships, oceanographic
essels, and other spec1alized vessels. While the Committee

associates itself With'this'general expression.of‘view;‘it is

.obllged to state that such export opportunities are by no means.

unique to Canadlan shipbuilding. Technical knowledge is freely

available in the shipping world and although particular yards or
countries_may have some‘greater experience than others in certain

particular fields, expertise is readily. available.and is easily

obtained. Thus, while relatively specialized vessels may indeed offer

Canadian shﬁphuilding a good opportunity of participating in world
markets: such possibilities are not necessarily-continubuS'or major,
nor could they be achieved Without an extra degree of ass1stance.

" A further source of foreign demand may be the proViSion
of vessels by Canada under its foreign aid programmes, these vessels
being either new for particular trades in foreign countries, or
oceanographic and other scientific vessels that were originally
built for Canada, are due for replacement in Canadian operatioms,

but ‘would be entirely"satisfactory.in operations. in other countries.




by the Canadlan Shlpbullding 1ndustry, whlle pos51b1e undtr appro—i

shlpbulldlng and Shlp repalrlng industry would be. the prov1810n of

All ol the Loreg01ng indlcates that cxport of ShlpS E

<F

prlate market and ass1stance condltlons, w111 be dlfflcult to develop.
In these c1rcumstances it is de31rab1e that all steps be taken to make

exploltatlon of the opportunltles as effectlve as p0351b1e.

Accordingly, .the Commlttee recommends as follows:

Recommendation No. 10'

That the industry and government take steps to ensure
a better flow of information regarding export potential

~and, in particuldr, that Canadian Trade Commissioners

be fully infornmed of the capabilities of the Canadian

“industry with regard to ship types, dellvery tlmes,

prices etc,

That,the finaneial terms offered by the Export Developul

" ment Corporation in support of exports of ships be-

equal in all respects to those offered by other countries,
and that the mechanism for arranging such.credits be-
geared to prompt approval as quick delivery w111 always

‘be a major factor in Canadian yards securlng an export - »
order. o o U o -

'That the government consider the provision of oceano-

eraphic or other specialized vessels in Canadian aid
programmes to other countries, and of other commercial

- yessels to the extent that these may be required by

such countrles.

A further means.of ekpanding demand for. the Canadian

Canadian built ships to.a Canadlan flagAdeep-sea fleet., The Canadlan

‘Transportation Commission is studying the benefits and’cOsts.that may

—
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deriye~frqm the operation of a Canadian flag fleet,~assuming that
vessels for thie fleet.weréyavailabie at wdrld:market'prices. Should

its study tecord that operating benefits favour'a Canadian flag

.fleet under .these condltlons, then it would be de31rable to 1nves-

tlgate in detall the cost and beneflt condltions for supply of the .
vessels from Canadlan shlpyards.to such a fleet. ~ThlS would in

: . . S A S o
effect constitute an extension of the domestic market and could be

‘an important new SOurEe”af demand on the Canadian shipbuilding

industry. Accordingly reqommendation is made as follows:

-Reeommendation No, 11

That a careful study of the costs and beneflts for
supply of Canadian built ships to a Canadlan flag
deep~sea fleet be carried out, should the operation .
of such a fleet be found to be justified by the
Canadlan Transportatlon Comm1381on.

Finally; inereased volume for tﬁe ehipbuilding industry
may'be.possible tﬁfough‘expaaaed-ﬁanufaeture‘of heavy'ihdastriai;
non-mar ine producta.” To.do this on a:sizeable scale, heﬁever, and
to be competltlve wtth 1arge well established, heavy 1ndustr1al flrms
the shlpbulldlng 1ndustry would have to 1nvest.1n spe01a1 facllltles
that would be;'to a large extent, separate'from their ehipbelldlng-‘
operatiens. A few yards do operate.ln thlS manner.-'Howeyer, the

majority of yards are not 1ocated in areas w1th exten51ve 1ndustr1a1




bases where there are broad markets for semi-finished and finished'

'

products.- While“yards'williundoubtedly attempt'to increase their

industrial work, this‘is unlikely to be more than a supplement,
generally, to their main-activityfof shipbuilding'and ship repairing

and would make use of common rather_than:special-facilities.

“Having diScussed p0331b111ties for 1ncreasing the

level of demand and the. scale of operations for the 1ndustry in Canada

;1t is necessary also to. conSLder the pOSSlblllty of reducing the

1ndustry s capacity, since the Committee s 1nvest1gations ‘have re-

vealed that a considerable degree of excess capacity exists in relation

to the foreseeable_demand for ships. Reduction.ln_capacity by con=-
solidation or closure of shipyardS5 allied.perhaps vith conversionvof
some of them to 1ndustr1a1 operatlons, could lead i any given set of
demand conditions to a higher scale of operations for. the remalning
yards and therefore to improved efficiency and lower:costs.‘.

| _This would represent a.continnation of what has already

been occuring. The Committee considers that these changeS~Will best

be accomplished by the operation of Competltlve market forces 1ather'

than as part of any planned programme of reduction in capacity.
The process will not be easy for individual.companies,

for the'employees of such companies, andipossibly forithe local

i
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. economies in which yards are situated since these are often the

ma jor -soutce. of. industrial employment in the area. Bearing in mind .

- the difficulties, companies should endeavour to indicate their

inténtiqﬁs as early as\poésible,‘sd‘thét'govgfnméhf departmgnts.cag
arrange_fo givé-all épQrOpriéte aééisfénce Eo‘diSplacéd labour
EHrbughAretrainiﬁg aﬁdbreloéatidn proéfémmes,-énd to-hée the pro= -
viSioﬁS‘of the Regionai’Development incéntives ACt tovdeﬁelbp"ﬁew'u-
adtivities for fhe emgiqyees and thé‘facilities that exist in
particular areas.. |

In the light:of the.outibok'fof the industry,- the

Commitﬁee wishes to register its conviction that there should be no

. further encouragement , directly of indirectiyfby the government,_

toward the opening of hew yérds as'h;b;Océurred-in redént yearngi.'
Iﬁ making this stétemént-thé Comﬁitteelis notAéﬁtempéing,todrésfrict_
the:f§rces of éompetitiéniéifhin the.ihdustfyg'ﬁhese Have béén écﬁive‘
and wili'cohtinue to be so. ERéthef theACommitteé is stating that
it ié highly inappropriate‘télcreate new-capacityAWheh over-capacity
alreédy éxisﬁs. | ‘
| The Coﬁmitteé c&nsidersfit'ihpoftént that_tﬁé_prbcess
of éonéolidation or yafd_ciosure be watched to_eﬁSure tﬁat~itjdoés~
not gévsd féf as" to impair the presence'bf,néeded:ship.repaip,‘
facili&ies. Thé Commitﬁée récbgnizes»that‘proﬁisionjof ship
fepaifiﬁg services need nét invariably be accbmpaﬁied by shipbﬁiidiﬂg
oéefations; indeed thére aré.severa1>ihs£anceslih Canada ﬁhere this.A

is so. However, the Committee considers it essential that there be



large combined shihbuilding'and ship repéir,fécilitieSron both coasts
‘and in inland waters, It wégld:be unfortunate if a point.was reached
where it became necessary for specia1=assistaﬁce to be extended to

- maintain ship repairing services.

In 1ight_df the foregoing cqmménté the Committee makes

‘ the>following_recoﬁmendation:

.Recommendation No., 12

That consolidation and phasing out of individual
Canadian shipbuilding and ship repairing operations
be a matter for competitive market forces, with
appropriate action' by ‘industry, labour unions and
the govermmeiit to minimize the social dislocations
of such developments, -and that the opening of new
yards be discouraged in the irterests of achieving
a stronger and more concentrated. Canadlan Shlp-
‘building 1ndustry

A furthér\commentffégarding repaif facilities ié
appropriate, in view»Sf‘the glant buik carrier§ thch ﬁill'be:uSiﬁg 
Canadian.coéstal pofté in numbers ih:the1§efy'ﬁeéf_futﬁre. inéreésed
repair capabiiitigs wili be»réqﬁifed 6n_;he Atléntic and:Ea;ifié
coasts and this.willtnecéséitate the p;oﬁisidn.dfédryédécking

facilitiéé of capacities considerably greater than now exist. -

Récommendatioh>No.~13v

That the government study the need for larger dry-
docking facilities on both coasts and establish its.
policy in the near future regarding ‘the financial and .
other means by which these might be_prov1ded

\




Another matter. of considerable .importance to achicve-
ment of improved productivity and efficiency -in Canadian shipyérds'
relates to trade classification ‘and demarcation practices.. The

Committee has noted in other countries movement toward agléss rigid

demarcation of trades;‘and its discussionsAwith labour ang‘managémént

in CanédaAhave btbugﬁt>to light recognition of thélnééd to‘chénge. 
Recognition of»feWer~trédesiwitﬁ-increaséd fleiibility.;

wéuld contrlbute 0reatly to 1mproved stabillty 1n employmént téth.»

in 1nd1v1dua1 yards and in the 1ndustry as a whole. .The‘Comm;tteeA;

therefore considers it~ﬁeceSSary_that,there be a comﬁlete-feview of

‘the trade and craft provisions in Canadian yards.

While this matter is important for each yard and each
union local, the siguificanée‘is‘so great that the Committeevconsiaers

it is best épprbachéd‘initiélly on provincial or regional levels, with

. subsequent more detailed discussion in‘accord with local situations.

Accordingly the Committee recommends as follows: .

Redommendation No. 14

That the 1ndustry promote the formatlon of joint
1abour/management study groups to 1nvest1gate the -
~opportunities for reduction in demarcation and -
increased flexibility between trades, to accord

with the technological and economic conditions of

" the 1970's-and with full recognltlon of the importance]
of stable employment
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There are some aspects of government action or poliey
vis~a-vis the industry where changes are desirable. Since govern-

ment orders are a substantial part of industry new construction

activity and since government regulation and programmes are so

A significant‘to the industry, it is inevitable that government

‘actions are of ma jor importahce to it, The Committee{has Several.

recommendations to make in this respect.
‘The first relates to the_matter of'gOVernment procure~

ment, This originates in a number of government departments, is for

a variety of .types and sizes$. of vessels, and is of major significance

“in the "industry's new construction operations, The Committeé

recognizes that ‘it is difficult for government, no less thah'forv
private 'industry, to specify precisely in advance the nature of its

requiremeits. Nevertheless a preliminary indication of intentions

JERTETTaN . . S

. would be valuable to the ihduétryAin estab1iéhing its _own ‘longer
-1ts own longer

range plans for the future. " Such an indication is available to an
\..__W

extent now, but. the fact that the’ Commlttee had to spend con81derab1e
time and effort in obtéining a reasonébly comprehénsive picture of;l-

future departmental intentions regarding ship procurement, illustrates

that the existing mechanism is not satisfactory if the industry'and

dindividual companies in it are to be informed to a worthwhile extent
‘ . T s , : _ B

regarding overéll gové;nﬁént.pufchasing.inﬁentions.  It-is.deéirable
tﬁatlthis awarenessvrelqtevpotvonly to the ECale of govermment. -
fequirements but to chahging'emphgsis:On typeé.of-véssels%idesigh, f”
materialé énd teghnolog&, so'fhatvpreparationS'may be madéito modify'

building practices, procedures or fagiiities.
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Arranglng to accumulate thlb Lnformatlon and to
provlde ltlthrough one source could '1n addition, assist the govern-
ment in orderlng its ships and conversions to accord withvthe |
condltlons prevalllng 1n the lndustry at any particular time, thus»
helplng to avoid major fluctuatlons 1n total act1v1ty in the 1ndustry._-
The need for the government to undertake maJor cap1ta1 expendltures
for‘ships could be 1essened, under spec1a1‘01rcumstances, by time -
chartering of shipsfbullt in Canada toineet'tne specific needs-of‘
indlvidual departnents.: |
The Committee makes tne following_recommendation:

Recommendation No. 15

That the government as a major customer of the-
industry make known its long term intentions re--
garding construction and conversion of ships
“periodically, but not less than once a year, and
that it afford. the industry the opportunity of
-being aware of advanced design, research and tech-
‘nical, prOJeCtS relating to future government needs.’

GovernMent'policy regarding‘repair,grefit and conversion_~
ofdits naval‘and_non—naval vessels‘is #180,05 major importance to the
shlpbuildinglindustry,'particularly-in:respect to-tne:functions and
‘operatlons of ‘the naval’ dockyards on both coasts. The Commlttee fully
recognizes the need for.a government operatlonal capablllty on both

coasts in support of the fleet. However there.has been a tendency
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for the qukyard on the WGst‘Ceast in particﬁla%‘to»increase the:
range of‘sefviees beiag>prdvided to naval Vessels: including
serv1ces formerly provlded by the prlvate Shlpbulldlng 1ndustry.A‘

| - The Commlttee apprec1ates that 1t is not poss1b1ei
to determiee costs in geverneent establishments‘in,a maqner'com—
pafable to that in a‘ceﬁmerciai operatibn,>but isveonfiAept;that it
such a comparison-were possibieiit‘would nOt.be unfaVouraeie:to the_.'
commetcial‘opefation. The Comﬁittee is aWare; teo, of tﬁe iﬁceﬁtive
to increase the rate of utlllzatlon of a fac111ty that is already

in place. However, thlS applles equally to a commerc1a1 fa0111ty

already in existence, particularly where such‘a facility for theA

building and repairing of ships is necessary to meet and serve.
Canada's maritime interests.

The.Committee,thereforelreeommends.as felloWSE~

"~ i Recommendation No. 16

-~ That the government thoroughly assess the functions-
of the Ship Repair divisions of naval dockyards
with respect to refit, conversion and repair of its
naval and non-naval vessels, and establish a maximum
level of operations related to a basic civilian work
‘force which would be appropriate to the dockyards'
prime function as fleet support facilities,

A further area in which there appears to the Committee

to be the need for re-examination of 'government policyvis'in'the field

i



of fishing operations and subsidies for fishing vessels. In recent
o A o B

_vears‘supply of ships‘to-the fishing,industryihas been;important

. 6L -

N

business for the shipbuilding industry; - indeed it has been the

mainstay for the operations of some smaller,ulocal»yards.v”f‘~

P

The Circumstances under which ‘the fishing industry
has developed in Canada, including assistance measures for fishing

and for the prOViSion of vessels, are particular to that industry

© . and. differ from those applicable to other commerc1a1 markets for

the shipbuilding industry. The demand for fishing vessels has been :

» Widely varied as to’ type and size, besides steel trawlers, there

has been‘continuing ‘use of wooden fishing boats and there is de-

'velopingAinterest in vessels made of other'materialsg-including,

reinforced plastic and ferro-concrete. ~Supply of'vessels has been

from steel shipyards and commerCial wooden boat yards; the federal

and some prOVinCial governments have assisted.the establishment of
shipyards for - tramlers in recent years,‘and this has aggravated the
existing over-capacity situation. Different subsidy rates apply to o
wood and steel_vessels‘and are administered.by~different government
departmentsi Financial and-policy provisions vary from'province:“
to province. | | | R

The fishing industry is an important component oi
demand for the shipbuilding 1ndustry and shipbuilders are therefore“'
interested’ in the orderly development of ‘this. market for ships. ;In ‘

1ight of this, it appears desirable to. the Committee that consideration

of all aspects of the fishing industry in Canada, including proVision
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ol vesscels under assistance measures, be integrated for policy and-

_operational.purposeSIWithin one department ‘at the federal leveiuv

. Given the compiexity'of_theVissues‘and the detailed knowledge which

would be required to formulate and implement sound policy throughout

':this whole field it WOuid appear'IOgical_that_these responsibilities

~ be located in the Department of Fisheries.

Whlle ‘the Commlttee does not cons1der 1t approprlate
i .
hat it make spec1f1c recommendatlons or suggest any change 1n the -
present level of subsidy" for the constructlon of steel and wood flshlng

vessels, it does consider that it'is within its competence~to recommend

the'foliowing:.

Recommendation No. 17
That the govermment thoroughly study and assess its
policy and practices with regard to the provision
and extent of assistance for construction of fishing
vessels, and for this to be relevant it should probably

be carried out in conjunction with a broad réview" of ’ ' o
the flshlng 1ndustry in Canada.

The Committee is aware of .expressions of opinion
regarding certain other aspects of govermment practices which by
their nature are significant to the industry and on occasion have

caused concern and problems: These relate to matters such as

tendering procedures, specifications, -contractual conditions, etc.

and unquestionably it is desirable that ‘arrangements for such
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watters he Strai;ht{o;wqrdvand mutually acceptéble; A matter of
congidéréhloi?oncprﬁ relgtos to the contractual coﬁdifibﬁs?betWeén_
gQQOrnmonﬁ and shipbuilders, ﬁndér ﬁhich thére ié no fight‘pf.
abpeal‘nor [1cxibilify:in negotiation of goverﬁiﬁg.provisionéi. Iﬁ
contractual matters goverﬁment departﬁents 1ﬁ effect are functlonlng

as purchaser, contractor, admlnlstrator and sole -judge. "Accordingly

Récommendation‘No. 18 -

That the.form'of'government contracts with the ship-
building industry be examined with a view to bringing
governmental contractual condltlons inotre 1nto line =~
w1th commcrc1a1 practlce . » ‘ - : Y

A.further matter rélates to inspeétion or survey'bf
shipé ﬁhdervéonstruction, repair or conversion by.both government
and classification soqieties, res#ltihg iﬁ'dﬁpligafion of effort
ahd cost. ,Governments;iﬁ most~other.cohntrieé_authoriée rgcognized
classifieagion QOEieties to Qndértéke_such-inspéétioné on Eﬁéir'
behalf. Tﬁis results in a éingle sufyéy authority iﬁ»each yard‘in
respeétvto-classed:ships and iﬁ resulting economies tQ‘govefnment
and_indﬁstfy. The Committee thereforevmakeé‘the follo&ing‘

recommendation: - : : _ . , S



formal ways in which such close communication and a good working
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"Recommendation No., 19

That, in the interests of economy and cfficiency,

the government: "authorize recognized classification-
societies to carry out inspections on its behalf
-in respect of the hull, machlnery, safety equipment
survey and ‘torniage measurement on all new. constructlon,
‘converSLOn or repalr of ‘ships. 1n Canada.

;The’importance of government'to the.Canadian~sh1pf
building and. Shlp repalrlng 1ndustry as. a source of bu51ness, and the -

requirement that government pOllCles be adopted for that 1ndustry

within‘overall,pollc1es.relatlng to Canadian’ marltlme'lnterests,

combine to create a situation of close and continuingdass0ciation
betweenfthe induStry and_gbvernment and between individual companies

in the 1ndustry and 1nd1v1dua1 government departments. ,Under these

'c1rcumstances it is lmperative, ‘in the Commlttee s v1ew, that the

channels of communication, bothiways, between the'lndustry and
government be open, clear and harmonious.

‘The. Committee: has considered recommending various

‘arrangement could be fostered“ béaringAin mind theafact that the

,Shlpbulldlng 1ndustry and the shipping lndustry reSpond to two

dlfferent goyernment departments. ‘The Commlttee concluded that’

establishment of some. form of industry advisory COmmlttee or
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shipbuilding industry board would sérve ﬁo uséful'purpqse, since
éxisting cﬁannels and arrangements are adequéte.(with ﬁinér adjuSE-
ment) if they ére.pfqperly‘ﬁséd. 'Moreovér-theACommitteeicohciudéd"

that metre establishment of a new mechanism would not accoﬁpliSh_the

result desired unless the underlying attitudes were such as to make

it work. .
This being.thé‘prerequisite,_thé‘Committee haé re;
stricted its recommendation to the following, with the hope that it

is ihterpretéd broadly: . =

‘Recommendation No. 20 - .

That those in industry and government, individually
and collectively, work continuously toward fostering
co~operation, communication, and effective operating
- relationships. : S '

The Committee has called for statements of maritime

policy; for further:étudy in certain respects, and for.actionsAto.be

taken on épmpletioﬁ_gf stud;es now underway,_ it wishes to eﬁphasiée
that thié does;nbt imply‘alneed fdr deléy Béfofe iﬁS'rgcpﬁmendafiénér
are ihplementéd; | R |

The Committeé‘congidéfs ghat~these‘rgcomméﬁdatiéns afe
sound, necessafy aﬁdfurgent. ;The»shiébuilding and ship fepairing

indﬁstry in~Cénada has good potential in the future prbyided action

'is taken now to do what needs to be done.



- 66 =

Accordingly the Committee's final rccommendation is:

Recommendation No, 21

That the government express its intentions regarding

‘these recommendations at the earliest possible date,
_and that government departments concerned, the Ship-

building ‘and ship repairing industry as. a whole, and
individual shipyards, move individudlly and jointly
- to .accept and implement the recommendations with all
. 'speed thereafter. : S
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" CANADA

CHAPTER T

- DEMAND'ﬁORjSHIPPING SERVICES -

. Commercial Cargoes

This chapter-examines Canada's waterborne trade

patternssand volumes-for\both'coastal and international trades, and

‘makes forecasts of‘future>trade volumes to 1980-Which are used as‘a

basis for establishing future.shipping requirements{ The_forecasts
ineiuded in this section consists.of summarizations-and censblidations
of{the mbre detailed forecasts ineluded in'thé'seetiens eovering thei.
Atlantic; Grieat Lakes andASt; Lawrences aﬁq:PéCifiC_RESionSf_ Thegé

de not'purport'to be detatled‘analysés,hbnt~rather‘broad indications

of waterborne trade volnmevand its mainicombonents‘for theypurbose of
establishing futufé shib needs, w1th some indication of. the Shlp types.

. For thé purpose of thls summary, Canadlan waterborne

t1adc has been d1v1ded 1nto the follow1ng movements :

Coastal: Trade between Canadian ports on’ the Atlantlc and Pac1f1c

coasts;

Inland: Trade using the Great Lakes or St. Lawrence Seaway system
including "coastal" trade between Canadian ports and "international"
trade between Canadian and,U S. ports, but excludlng off-shore cargoes;

Canada-U.S, Continental : Trade between Canada and the Contlnental LR S
on the Pac1f1c and Atlantic coasts; : :

Off- shore' Internatlonal trade between Canadlan and forelgn ports,
eXCept with the Contlnental U.S. S

Table C-1 summarizes the Canadian coastal and
international'waterbdrne trade for the,period 1953-1967 by_the main

trades as defined above and in the footnotes to the table. (Statistics



TABLE C-2 ‘ ' - CANADA

EXPORTS BY MODE OF TRANSPORTATION

o $ millions - : '
1963 1964 1965 1966 - 1967 1963 1964 1965 1966 . 1967

‘ {9 mos.) A {9 mo.)
TO U'S.A' . . ) N ' .
Water ) .. 642 . 838 853 950 889 22,0  18.9  17.6 15.2  12.6
Road 592 1,076 - 1,313 2,075 2,402 20.2  24.3- 27.1 33,3  33.9
Rail o 1,368 1,894 2,069 2,554 3,080 46.8  42.8 42,8  41.0  43.5
Air 56 184 151 152 124 1.9 4.1 3.1 2.4 1.8
Pipeline o 254 407 415 ) 504 584 8.7 9.1 8.6 ) 8.1 8.2
Other - 13 38 _-39) 0.4 0.8 0.8 )
Total © 2,925 4,437 4,840 6,235 7,07  100.0 1000 100.0 100.0 _100.0
To-Wést Europé : | ‘ ’
 Water” 1,259 1,838 . 1,911 1,885 1,942 94.1  92.5  93.7  91.4  93.1
Road ) yia U.S.A. 15 32 25 32 ¢ 30 1.1 1.6 . 1.2 1.6 1.4
Rail ) 8 13 - 20 27 12 0.6. 0.7 . 1.0~ 1.3 0.6
Air o 54 99 - 80 113 101 4.0 5.0 3.9 . 5.5 4.8
Other Via U.S.A. 2 3. 2 45 _ 2 0.2 0.2 0.2 0.2 0.1
Total - 1,338 1,986 2,035 . 2,061 2,087 - 100.0 100.0 = 100.0  100.0 100.0
Ail Exgofts . |
Water 2,862 4,324 4,189 4,565 4,493 53.5  52.0  49.1  44.2  40.4
" Road . - 654 1,190 - 1,422. 2,225 2,545 12.2°  14.3  16.7  21.5  22.9
Rail 1,445 2,011 2,191 2,724 3,218 . 27.0 24,2  25.8 . 26.4  29.0
Air : 124 325 216 298 265 2.3 3.9 . 3.1 2.9 2.4
Pipeline S 254 407 415 ) 514 591 4.7 4.9 4.9 ) 5.0 5.3
Other ‘ 18 - 47 47 3.3 5.7 __5.5)
Total =~ 5,357 8.304 8,525 10,325 11,112  100.0 100.0 100.0 100.0  100.0

Lo noC -




CHART C-1i
CANADA
WATERBORNE TRADE
1953 -1967 WITH FORECASTS TO 1980
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TABLE C-1

SUMMARY OF CANADIAN WATERBORNE TRADE
COASTAL, INLAND & INTERNATIONAL

1953 - 1967
(million tons)

Coastal Trade - '~ Inland Trade - :
Atlantic , : N R ' ' Total Total
_ & o _ ' ‘ Canada-U.S. ’ International’ Waterborne
Year Pacific Inland Total Coastal Internmational Total Continental Offshore - _Trade : _Trade
(1) @) - @ (3) : ‘ (4) -
1967 32.1 22.6 54.7  22.6 - 445 67.1 23.0 62.7 130.2 - 184.9
1966 32.9 27.8 60,7 27.8 47,6 - 75.4 24.1 65,2 136.9 197.6
19635 29.8 23,3 - 53.1- .23.3 . 46,9 70.0 23.9 64.9 : 135.7 188.8
1964 28.0 23.8 51.8 23.8 - 47.1 70,9 23.7 60.2 . 131.0 182.8
1963 26.1° 19.9 46.0 19.9 - 41,9 61.8 20.8 - 51.9 114.6 160.6
1962 26.1 - 17.5 43.6 17.5 35.6 53.1 = 20.8 45.8 102.2 145.8
1961 . 25,9 20.5 46.4 20.5 ' 30.6 - 51.1 14,7 474 92.7 . 139.1 |
1960 24,1 16.4 40.5 16.4 ' 31L.3 47.7 14.8 43,5 89.6 130,1 ‘
1959 21.3 18.3 39.6 18.3 31.1° . 49,4 16,9 36.7 84,9 124,5 ‘
1958 20.1 18.2 38.3 . 18.2 ' 24,6 42.8 13.7 33.0 71.3 ' 109.6 |
1957 20.3 16.6 - 36.9 16.6 344 51.0 19.1 34.4 _ 87.9 124.8
1956 18.9 20.1 39.0 20.1 =355 - 55,6 . 18.7 35,9 ‘ . 90,1 . 129,1
1955 17.3. 15.6 32.9 15.6 - 30.1- ° 45.7 15.1 30.3 - 75.5 108.4
. 1954 14.6 15.3 '29.9 ° 15.3 242 .. 39.5 - 11.8 26.9 62,9 - ’ 92.8. |
1953 14,5 18.0 " 32.5 18.0 3l.6- 49,6 11.3 - 27.9 : 70.8. 103.3
" (1) Cargoes between Canadian ports w1th1n each Region, with the Atlantlc Reglon 1nclud1ng
the St. Lawrence River, Montreal and below
(2) Cargoes between Canadian ports on the Great Lakes and cargoes between the Atlantic Region
and Canadian ports on the Great Lakes -
(3) Cargoes between Canadian and U.S. ports on the Great Lakes and between Canadian ports in
. the Atlantlc Reglon and U.S. ports on the Great Lakes.
(4)

Cargoes between Canadian and U.S. ports on the Atlantic and Pacific coasts.
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are net yot aQéiléblb fer thblyoars_eiqco 1967_16 theAdetail necessary

lov their inclusjon). Chnrf C—i-illﬁstfetes-the tybnds-forjbacﬁioTethu
trado in Table C-l'aﬁd shews the Fdroeaets te 1980- in 1966, off~éhofo
trade constltuted 33. %/ of total wate1borne~txade hav1ng Lecorded the
largest gtoth (130/) bLnCG 1953. (1966_ys_used.for comparet1ve_purpoees-

because 1967 volume was‘adversely affected.by the inland seamen's strike).

Trade in and around the North American continent therefore écceunted for -

2/3 of the Canadian waterbornéntrade fonhege in 1966, amouhting teAIBZ.l

million tons. Of thls, 60 7 mllllon tons (30 6% of total trade) was

coa%Lal, and 71 4 mllllon tons (36 3% of total trade) was Wlth the U, S

including both ocean>g01ng and lnland trafflc- Canadxan coastal trade'

. has grown 87/ between 1953 and 1966, and the Canada—U S trade some&hét

less, 67%. In 1966, 75 5 mllllon tons- (37 1% ot all watelborne tlade)

‘was lnland Lrafflc (both(coastal and 1nternat10nal) in whlch Canadlan flag

Vessols had a. m3301 pa1th1patlon but whlch had a growth of only 524.

.. since 1953

Table C-2 shows. the sigﬁificance.of Waterborhe'carriage

in Canadafs export trade during 1963-67. The. value of exports céfried

by water iricreased 6nly slightly in the pefiod, and the positioh df;

~ waterborne mévement-thps declined from 53.5% ofvthe value of all eﬁports

in 1963 to 40.4% in 1967. Almost all of Canade]s off—shore exﬁdrts
continue to be carried by watef but the proportlon going to the U.S,

by water decllned as Load tlansportatlon lncreased in relatlve lmportance.

Greatly_expanded trade in autos and parts, ehipped malnly by road and

rail, was a major factor during the period, but even apart from theSe




" products there was a fall_in-tﬁe share oE‘waterborné‘transportétion“
Drom 19%-to 16%, although the absolute value of products shipped by . - -

water to the U,S. increasced to some extent. Similar data arc not .

available for imports, and in interpretingfthe‘expoft'iﬁformation.it a

“should be noted that‘wétetbbrne‘ﬁrade accounts for é substantially'

© greater portion of export tonnage than of export values because it .

is made up largely of feiétively-low valued bulk cargoes.

The sectipns’foilbwing review briefly waterborne trade
by 'its major components for each of the major trades including coastal

(except inland), inland (béth coastal and intetnatioﬁal); U.S;—Canada--

Continental, and off-shore."As'indicated:previbu51y, thé_forécastsf“f”

~in this section consist of a consolidation and summarization of -
forecasts contained  in the Regional sections. In the Regional sections
“the trade in each region was divided into.its main cargo movements

(coastal,.U.S. and off-shore tradés). - Each bf_thé:movementszwas»fufthef

divided into main compohénté,.méinly_by commodity groups. .Each of these

.components was forecast by projectiﬁg the 1958{1967 trend by computer

analysis, with this projection modified.in accordance with any devélop—‘
ments indicated by a more general assessmént. The forecasts for. the
cbmponents were then tQtalled‘toyprovide forecésts-for each trade and

the combination of these gave the forecast for the_fegioh; -

Coastal - Atlantic and Pacific

The coastal trade. includes all cargo movement between -

Canadian ports within. the regions. The Atlaﬁtig Region,ingludes the, .

Atlantic coast and 1owér_St..Léwfénce area up to and including Montreal,



. TABLE C-3

CANADA

SUMMARY OF ATLANTIC & PACIFIC COASTAL TRADE
- 1958-1967 and FORECASTS FOR 1970, 1975, & 1980
miliion tons)

Forecast

- 1958 1961 1964 - 1967 . 1970 1975 1980 -
Pacific Region (M) '
Raw wood - 3.4 6.7 9.4 13.2 17.5  23.5  28.5
Pulp, paper & lumber 0.4 0.6 1.0 1.3 1.6 © 2.2 2.7
Petroleun 0.6 - 1.0 1.2 1.z 1.7 2.1 2.6
Non-metallic minerals . 1.0 1.7 2.1 2.9 3.3 4.3 5.2
Other o 1.5 1.7 1.3 1.4 1.5 1.5 1.5
~ Total Pacific 6.9 11.7 15.0 20.2 25.6  33.6 40.7
- Atlentic Region (2) ' .
Petroleum 3.3 560 5.6 5.8 6.2 6.8 7.3
Ores & Minerals | 3.1 . 1.6 1.6 2.8 3.0 3.7 4.5
' Forest Products . 2.8 3.3 - 2.3 1.8 1.7 1.7 1.7
~ Coal - 1.9 1.8 0.6 0.3 0.3 0.3 0.3
Other 2.1 2.5 2.9 1.2 1.6 1.6 1.6
Total Atlantic -  13.2 4.2 13.00 . 1.9 12.8 141 15.4

Total Coasting C 201 25.9  28.0  32.1 | 38.4  47.7 56.1

(1) Pacific Region inqludes the Pacific Coast of Canada.




in the Atlantlc area.

in accordance with the definition.used by D.B.S. in compiling
statistics,
The Coastal'trado in both the .Pacific and Atlantic

Roglons is shown on Table C-3: for the’ years 1958 1961- 964 and

©1967, together with the foreoasts'for 1970, 1975 and’ 1980

'.While_totdl coastal trade has increasedifrom 20,1 :

million tons in 1958 to 32.1 million tons in 1967-'the‘growth has
occurred ent1re1y on the Pac1f1c coast Wthh has offset a decllne

P

Pacific Region‘ The movement of wood 1nc1ud1ng logs, pulplogs ‘and
chips by barge constltutes the major portion of the Pacific coastal
trade. The growth slnce 1958 has resulted from major .changes in
the structure of the British Columbia forest industry and from cost
.advantages provided by incrcasingly spec1allzed barges. The growth *
of these wood cargoes is projected to continue at the high growth
rate established since 1960, although thls may make the forecast
somewhat optimistic for 1980.

The growth in other commodity movements 1nc1ud1ng pulp, paper and
lumber, petroleum (refined), non-metallic minerals (mainly limestone)
and generallcargoes has been steady and reflects the area's economic
development., The forecast calls for a doubling of the Pacific region
coasting trade between 1967 and 1980, from 20.2 to 40.7 million tons.

Atlantic Region: The declining commodities in Atlantic area movement

have been forest products, coal and general cargoes. Forest products
' (cons1st1ng very largely of. pulpwood) have been affected by new pulp
" mills locating closer to their source of wood but the decline is
forecast to have ended and a levelling off and possibly .growth of
shipments is expected. -Coal sh1pments have declined due to a loss
of markets to petroleum, but are now considered to be at their -
minimum levels. ‘Petroleum, cons1st1ng malnly of reglonal distribution
‘of refined products, has grown as it took over coal's markets but
future growth will probably be slower depend1ng 1alge1y on normal |

‘economic development. Ores and minerals, consisting mainly of titanium

and gypsum, have shown growth since 1964 and- this is expected to
‘continue, Other commodities'and general cargoes fluctuated due to.
the supply requireménts for major mining developments and may--
continue to-do 'so as'a result of Arctlc mining developments in the
1970's.



TABLE C-4

CANADA

SUMMARY OF INLAND COASTAL TRADE 1959-1966 AND. FORECASTS FOR 1970, 1975 and 1980
(million tons cargo)

- L : Forecast
1959 11962 1964 1966 . 1970 1975 1980
Coastal
Lakes: (1) ‘ .
Iron Ore 0.7 0.5 0.7 0.7 3.0 3.7 4.5
Grain 5.5 3.2 3.9 3.6 3.3 3.3 3.3
Petroleum 2.3 2.5 2.6 3.0 3.0 3.4 3.8
Non-metallic K : : : , -
Minerals 1.4 2.3 2.3 1.9 1.9 1.8 1.7
Other 1.2 1.4 2.0 1.6 1.5 1.6 _1.7
Total o111 0 9.9 1.5 10.8 12.7  13.8  15.0
Seaway: @) - : v
Grain 3.5 4.3 '8,9 10.5 6.4 6.4 6.4
Iron Ore 1.2 0.1 . 0.1 - 2.0 3.2 4.k 5.5 -
- Petroleum 1.0 0.8 ° 1.2 1.6 1.8 2.3 2.8
Coal 0.5 0.7 0.4 0.8 - - - -
Other 1.0 1.7 . 1.7 2.1 1.8 1.8 1.8
Total 7.2 7.6 12.3 17.0 13.2 14.9 16.5
‘Total Coastal - ©18.3 17.5  23.8 - 27.8 25.9 28.7 31.5

(1) Cargoes between Canadian Great Lakes ports

(2) Cargoes between Canadian ports on the Great Lakes and the Atlantic Reglon (including
the Lower St. Lawrence, Montreal and below)




.~Tota1 ddastai,trade.is forccast to incroase sharply
dur}ng tho'L§?0's through_a'comeination‘ot rapid growth~in'the Pacifie
and.stow growth in the:Atlantic; Howuver, nne:coﬁmedity-grbnp;e
sawtogs, pulpiogsnand:cnips on the Pacific coast, accounts for'mdre than
60% of-the total forecast growth of:24t0‘million tons between 1967 and
1980 and any adverse deyeiepmente in‘this_area cduld sﬁ5£p1§ redneenthe

forecast of coastal trade.

.Inland~Trade (Coastal andenternatidnal)

Inland trade is defined as. cargo movement.in.the Greatv
Lakes; St. tawrence Seaway and LOWer St, Lawrence river area as far as‘l
AnticostiiIsland Table C- 4 opp051te and- C- 5 f0110w1ng,'show the
1nland coastal and 1nternat10na1 trades respectlvely from the completlon
of the seaway in 1959 to_L966. Traderfbr,1967'is'not"inc1uded as

shipping was interrupted by a lengthyAseamen's'strike and the cargo

totals for. that year are not con51dered xepresentatlve of the longer‘

" term trend. The tables also show the prOJectlons to 1980

‘The growth in .Seaw_ay trade during the 1959-1966 period
covers the initial déyelopment phaSe of new traffic'made pessible.by'the‘
Acomnletion of the St..Laﬁrenée Seawai,.particularly-for irqn'ore." The
traffic growtﬁ rate hae therefore nroeably been.muen greater than.can
be ekpected in.futnre yearsu fhe forecasta take this facter into
consideration. The seetione foilowing comment on the main.cemponents
of'the.inland’trade and the_forecasts.

Coastalz
'Table_C—4 snows_the lakesftrade between Canadian‘Great

Lakes ports and Seaway trade (between Canadian-ports on the‘Great




- T

Lakes and ports on the Lower St. Lawrence and Atlantic area, Montreal

. and below)

Lakes: The lakes trade tonnages have ‘remained v1rtua11y unchanged

between 1959 and 1966 but showed year=-to- -year fluctuatidns.
Petroleum consisting of regional d1str1butlon of refined products
showed a steady increase due to reglonal .economic growth and this -
is expected to continue; Grain shipments have fluctuated mainly.
due to variations in foreign demand. While substantial year-to-year
fluctuations will .continue to be experienced, there are indications
of some levelling off in lakes grain movement at the 3.3 miillion

_tons per annum level forecast for the 1970's. Iron ore which has
" been steady to 1966 is expected to show a substantial increase by

1970 due to the availability of add1t10na1 productlon in the Lake
Superior area,: Further moderate increases can be’ expected through
the 1970's from the development of a number of known iron ore bodies

“in the area. Non-metallic minerals’ (malnly limestone and salt) and

other cargoes have shown a slowly declining trend through the 1960°'s, .
largely because of competition from rail transportatlon and thlS
slow decline is forecast to continue.

The forecast calls for a reSumptlon in the growth of
.1ake coastal cargo tonnage. through the. 1970's to 15.0 million tons
per annum: by 1980 after a long period of stagnation through-the
1955-1967 period at the 10-11 million ton per annum level. This
growth will be mainly concentrated in iron ore movement which ‘is -
reasonably assured. However, the forecast could be conservative if
the new 1000' upper-lakes ore carriers coming into service reduce
the cost of transporting ore in the upper lakes and thereby accelerate

<.

_the development of Canadian Lake Superlor iron ote resources.

Seaway: Total coastal seaway sh1pments 1ncreaSed’from 7.2 m11110nhtons

in 1959 to 17.0 million tons in 1966. The main factor in this growth
was grain movement from the Lakehead to Gulf of St, Lawrence elevators.
The 7.0 million ton per annum growth in grain was the result of both
the increasing availability of cheéap bulk- carrying capaclty as the
Canadian Seaway fleet was built-up in-the ‘early 1960's and strong
foreign markets, While some recovery of these markets. from the
present low levels is expected, consistent shlpments at the peak 1966
volume of 10.5 million tons per annum is not foreseen. The forecast
calls for an average annual volume of 6.4 million tons through the
1970's but with the expectation of sharp year -to-year fluctuations, .
The possibility exists that by the late 1970's unit- trains may be"

‘competitive with ships in carrying graln from the prairies to tide-

water ports, Lron ore shipments from the Gulf of St. Lawrence”to-
Ontario did not commence in any volume until 1965. The forecast
growth of iron ore shipments from 2,0 million tons in 1966 to 5. 5
million tons in 1980 is based on the very substant1a1 increase in
Ontario 'steel productlon which is expected to -almost double during
the 1970's. . The Lower St. ‘Lawrence area will be an’ unportant source
of additional ore requlrements. "Petroleum shlpments up the Seaway '



TARLE C-5

éUMMARY OF TNLAND INTERNATTIONAI, TRADE 1959—1966 & FORECASTS FOR 1970, 1975 & 1980.
(million tons cargo - 1oadéd_&'unloaded) o .

_ : Forecast
1959 1962 1964 1966 1970 1975 1980

International:

Lakes: (1) . .

+ Irom Ore : : 6.8 9.4 10.6 8.5 7.5 © 7.5 7.5
Coal . S 10.3 10,2 13.1 14.6 20.7: 27.3 3.5
Non-Metallic Minerals . - 3.2 3.6 3.8 3.8 3.9 4.4 4.8
Forest Products 0.4 0.5 0.4 0.5 0.4 0.4 . 0.4
Grain 0.3 0.5 0.3 0.3 0.4 0.4 0.4.
Other 2.8 2.1 2.0 2.0 1.8 1.6 1.3

Total 23.8 26.3  30.2 29.7 ’ 34.7 41.6  48.9

Seaway: 2 N , A :

Iron Ore ‘ 5.1 5.7 12.3 13.6 15.7 19.0 22.0
Grain : 0.6 1.8 2.2 2,3 2.8 3.7 5.5

Coal and Coke 0.7 0.7 0.7 0.6 .5 .5 .5
Other 0.9 . __ 1.1 1.7 1.5 2.2 2.8 3.4
Total 7.3 9.3 16.9  18.0 2.2 26.0° 31.4

 Total: International - = __31.1  _35.6 - _47.1  _47.7 . 55.9  _67.6  _80.3

Total: Coastal (from Table C-4) _ 18.3 17.5 _23.8 27.8 25.9  _28.7 3L.5

Total: 1Inland Trade __49.4 23,1 _70.9 15,3 ---_81.8 _96.3 111.8

(1) Cargo movement between Canadian and U.S. Great Lakes pdrts

(2) Cargo movement between U.S. Great Lakes ports and Canadian ports in the Atlantic.and Lower




‘and below.

(onsnsts ol refined products for which 1nsufilc1ent Leflnery capac1ty
exists in the Region. A continucd slow growth of potroleum is

l\poglvd consistent with the 1ncrcasvd demand Ln Ontallo, but any. .
major increasc is unllkvly in view of the Natiopal Oil Policy which

is assumed not to ‘chango during the 1970 s.  Coal shipments from -

Nova .Scotia’ to Ontario will virtually end by 1970 as the main buyer,"
Ontario Hydro, is turning to other sources., Shipments of other cargoes -
are forecast to level off at the 1967 voliume of 1 7 - ‘1.8 million tons.
While these have shown a growth trend 'since 1959, it is expected. that
the Lransp01tat10n of contalnerlzed general cargo by unit-trains will
have : suff1c1ent impact to limit:the growth of general.cargo volume!,

The forecast indicates that total Seaway coastal trade
will show virtually no change at the 16.5 - 17.0 million ton level
between 1966 and 1980. Grain movement is expected to be of less
impor tance in seaway trade ‘as: 1966 was an abnormally heavy year . for
graln movement, which should level off at lower levels during ‘the -
1970's. Iron ore -and petroleum should contribute to the overall
growth of tonnage to offset termlnatlon of coal shlpments and a
levelllng off of general cargo volume.

. Internatidnal

‘Table C-5 shd&s-the'internatidnai Lake and Seaway. trade.
The Lakes trade consists of éargo movement betweéﬁ_Canadian aﬁdvU;S:

Great Lakes ports., The Seaway trade consists of cargo movements be tween |

U.S. Lakés,pqrts and the Atlantic and Lower St}~LaWrencé;atea, Mdntrea1

Lakes: .Total Canada-U.S, lakes trade showed a 25% increase from
23.8 to 29.7 million ‘tons ‘between 1959 and 1966, (Coal, moving entirely
from U.S., ports to Ontario, was the ma]or component accountlng for
almost one- ~half the 1966 cargoes. Coal tonnages are expected to
increase sharply durlng the 1970's due to the increased requirements
of Ontario Hydro and the Ontario steel industry. The projections are
based on forecasts of Hydro and steel requirements but do not provide
for any increase in coal consumption by other industrial users from
the ‘1967 level. The total may therefore be conservative. Iron ore
traffic. consisted in 1966 of 4.1 million tons. exp01ted by Canada and
4.4 million tons imported from the U.S. The exports are forecast to
1eve1 ‘off during the 1970's at 4.5 million tons per annum due mainly
to Ontario Government ore. export restrlctlons. “Iron ore imports. are
forecast at only 3.0 million tons per annum (the 1967 and’ ‘1968, levels)
with the Ontario- steel industry turning largely to domestic soulces.
This could be tipset by transportation cost reductions for U. S. Lake
Superior ores made posslble by the advent of the 1000' upper-lakers in
the early 1970's. Non-metallic mineral tonnage consists of a relatively
well balanced, largely local, export and import of limestone, ‘crushed _
. stone, gravel, ete. The prOJectlon to 1980 1nd1cates a contlnuation of-
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a well defined upward trend in shipments between 1959 -and 1967,
Forest products (pulp and paper) exports and grain (foed grain)
imports have shown a steady pattern since 1959, with some year-to-

. year fluctuatlon. ‘No significant change is foreseen. Genetal £argo
volumo, consisting of .a balance of exports and imports made up of a
wide range of manufactured and. semi-manufactured products, has been
declining steadily since ‘1959, probably due to- competltlon from rail.
‘and truck transportatlon. This slow decline is forecast to contlnue.-
' - The substantial growth forecast for the Canada-U.S.
lakes trade from 29.7 million tons in 1966 to 48.9 million tons in
1980 is largely a result of increased coal imports. With the exceptlon

" of slow growth .in non-metallic minerals, -only minor changes are -

expected 1n the movement of other commodltles.'

Seawax Total Canada-U S Seaway trafflc increased sharply from 7 3

million tons in 1959 to. 18.0 m1lllon tons 4in 1966. - The increase was-
mainly (80%) in iron ore movement from the. Gulf of St. LaWrence to
U.S8. Lake. ports. Up to 1964 the increase resulted from new’ capac1ty"
“at the mines. Since 1965, U.S. consumption of Quebec Labrador ore

_ has levelled off and the continuing increase  in seaway shipments
‘largely represents diversion to the Seaway route of ore prev1ously

_ delivered via. the Atlantic.coast. The ircrease in Seaway iron-ore.
sh1pments forecast- for . the 1970's is based on- increased U, S. requlre-
ments and some further diversion of Atlantic coadt deliveries. The
forecast growth, while: moderate, could be reduced from the forecast .
levels by any acceleration' in. the development of U.S, Lake. Superlor
ores due to cost advantages. created by the new lOOO' "upper lakera

. The grain movement consists of wheat and feed grains partlcularly

" corn, moved from the U.S, M1d-West to Gulf of St. Lawrence-for -trans- -
shipment to Europe. The increase: forecast. for the 1970's is largely -
in feed .grains for whlch a strong European market is expected. Coal
and coke traffic to the Atlantic region has been steady. and. is fore-
cast to remain at 1967 levels. The general cargo traffic is a
balanced two way trade consisting mainly of up-bound pulp and paper,
and down-bound bulk chemicals and industrial materials. -As these
cargoes are not readily contalnerlzable, the forecast is for a
_continuation of the upward trend in shipments displayed since- l959

: The forecast for total inland international seaway. -
shlpments is for a moderate rate of increase from 18.0 million to
31.4 million tons per annum in the 1966- 1980 period.. The increase
will be mainly in iron ore although- graln and general cargoes are ..
also expected to make moderate ga1ns.

The forecasts for Seaway trafflc both coastal and

international are based-on the assumptlon-that there Will not: be any .

" increase in the size of the Seaway locks, and that if there is any

toll 1ncrease, it w1ll be moderate so as’ not to glve alternative

shlpplng routes or transportatlon modes a maJor advantage.




TABLE C-6 : : ' ‘ . ' . o . |

‘CANADA

SUMMARY OF U. s CANADA CONTINENTAL TRADE (EXCLUDING INLAND) 1968-1967 _AND FORECASTS FOR
' 1970, 1975 and 1980

(million_tons cargo -_1oaded and ﬁnloaded)

: _ S Forecast L
$1958 . 1961 1964 1967 .. 1970 1975 .. 1980

Pacific Region: @

Forest Products . .i-'” 2.2

3.2 2.9 - 3.8 4.3 -~ 5.1, 5.9

. Non-Metallic Mlnerals' : - 0.3 0.7 - 1.9 2.4 3.4 4ob -

. Petroleum- : 0.4 0.4 0.5 - 0.8 1.0 1.3 1.6
‘Other .1 . _0.9 1.5 - 1.5 1.3 1.4 1.6
 Total: Pacific 3.7 4.8 5.6 8.0 9.0 11.2  13.5

o Atlantlc.Re°1on (2) o  - f
'Ores & Cpncentratesfx T A9 42 , 10;7'j 7.8 6.0 6,6'A 6.0

_ Non-Metallic Minerals - - =~ = 2.7 3.9 5.0 3.9 5.0 5.4 5.9
'~ Forest Products 0009 0.9 - 1.0 1.0 ~ 1.2 1.3.. 1.4
Coal Lo e - . 0.2 " 0.1 0.5 0.5 0.5 0.5

Other o . 1.5 0.7 1.3 1.8 2.8 3.5 4.1 .

‘Total: Atlamtic . 10,0 9.9  18.1 = 15.0 18,5  -16.7  17.9
Total: U.S.-Canada Coastal ~ 13,7 - .14.7 ~ 23.7 _ 23.00 ~ 24,5 27.9 314

(1) Malnly cargoes up and down the Canada—UoS. Pac1f1c coast, but also 1nclud1ng
some - shlpments to the-UvSs Atlantlc Coast : :

(2) Carzoes between the Atlantlc and Lower St. Lawrence area (Montreal and below) -




The forecasts for total inland trade including both
coastal -and international scaway and lakes eafgoes are shown on the

bottom of Table C~5; The forecast increase, from 75.5 ﬁillion_tons.

~in 1966 to 111.8 million tons in 1980, totals a 48% increase over

1966, or an average of_abont¥3.5% per.annum'(not compounded) .

Canada-U.S. Continentali Trade
- Table C-6 oppbsite summarizés the main components of.

the Continental trade in the Atlantic and Pacific Regions;-‘This

" trade cons1sts of cargo movements up and down the Atlantlc and Pac1f1c

_Coasts. There is. relatlvely llttle trade between the Atlantlc and

Pac1f1c Regions, with the exceptlon of lumber moved From the Pac1f1c

Region to the U. S Atlantlc Seaboard (1 5 mllllon tons 1n .1967)..

‘Pac1f1c Reglon" The Pacific Region Canada-U S. trade has shown strong

. growth, more .than doubling from 3,7 million tons in 1958 to 8.0
‘million ‘tons in 1967. The main areas of growth have been forest
products and non-metallic mlnerals, mostly limestone. Imports of..
refined petroleum products to meet shortages in domestic supplies
for certain products have also grown slowly. General .cargo growth
has been slow with wide fluctuatlons from year-to-year, -The .total
cargo forecasts of 9.0, 11,2 and 13.5 million toms per annum in

.1970, 1975 and 1980 respectlvely are dependent on COntlnued growth
of forest products and minerals. There is some.doubt as to the
availability of coastal timber resources required to meet such '
continued growth, so that the total forecast for the late 1970 s
may be optlmlstlc.\> :

Atlantic Region: The overall growth in thlS area from 10.0 mllllon
tons in 1958 to 15.0 million toms in 1967, has been provided almost

. entirely by mine products. Iron ore shipmcnts from the Gulf of St,
Lawrence to the U.S. Atlantic Seaboard increased sharply in the
early 1960 s with the expansion of the Quebec—Labrador iron mines.:
However, these shipments have declined since 1964, mainly because
of competition from the Seaway route., The decline is forecast to
level. off at 6.0 million tons per annum during-the 1970's partlcul—
arly if increasecs in Seaway tolls narrow the seaway route's cost
advantage. The non-metallic mineral trade consists mainly of gypsum
“exports. While year-to-year fluctuations in shipments have occurred




TABLE C-7 | , CANADA
: SUMMARY OF OFFSHORE TRADE (1)

1958-1967 & FORECASTS FOR 1970, 1975 & 1980
(million tons cargo - loaded & unloaded)

‘ : Forecast
1958 1961 1964 1967 - 1970 1975 1980
Pacific Region
Grain . 4.0 4.9 5.9 4.8 6.1 7.1 8.0
Ores & minerals . . 4 , 1.0 1.7 2.7 3.3 4.0 5.0 6.0
Forest products - - 1.3 2.5 3.9 s - 5.3 6.9 8.5
Coal : ' . - 0.7 - 0.9 1.1 7.0 11.5 12.0
Fertilizer , o 0.1 0.1 0.4 1.1 1.2 1.8 2.3 .
Other ' 1.6 1.6 2.6 3.1 - 3.7 5.1 6.4
Total - Pacific S 8.0 - 1L.5  16.4 18.0 27.3.. . 37.4 43.2
Atlantic Region -
Crain . 5.0 6.9 10.9 6.7 9.2 10.1 - 11.9
Ores & concentrates 6.5 8.0 8.1 11.4 13.0 15.6 18.3
Petroleum 5.9 10.4 11.7 14.6 15.8 17.8 19.8
-Forest products 1.2 1.9 2.6 2.2 3.2 3.9 4.7
Other | 5.6 6.7 8.0 6.4 8.2 8.8 9.4
Total - Atlantic - 24.4 33.9 41.3 41.3 49.4 56.2 64.1
Great Lakes Region
Grain - g _ - 0.5 0.4 0.8 -~ 0.5 0.5 0.5
Petroleum . _ 0.1 0.2 0.3 0.5 0.5 0.6 0.7
Other ' ‘ ' 0.5 1.3 - 1.8 2.1 2.7 2.7 2.7
" Total - Great Lakes Region 0.6 2.0 2.5 3.4 3.7 3.8 3.9
TOTAL Off-Shore . ‘ : 33.0 YN 60.2 62.7 80.4 97.4 L1l.2

(1) Cargo movement between Canadian ports and all foreign ports except those in the Continental U.S.




due to variations in:bnilding activity, the longer torm“prospccts‘
are highly favourable. FOIDSC product oxports,'ma1nly pulp and
‘paper are forecast to grow.in accordance with the demand-of the U.S.
Attlantic Seaboatd market. The new productive capatlty being planncd
far the Atlantic repion should be sufficient Lo meet the gxowth
projection. The coal imports arc malnly metallurygical coal, and.
"have some potential for'growth above the 0.5 million tons.per annum
~level if there is any substantial growth in the primary steel
capacity in the region, ‘The. general cargo. con51sts of a wide range
~of food and raw materials;, including bulk imports of phosphates.
Shipments have varied sharply from year -to- -year and the projection
1nd1cates only a slow growth trend :

lThe growth in‘total Ganada;U.S..Continental traffic- is

“expected to be relatiVely'slow; the,forecast calling for .total growthf

of on1Y~3Z% between 1967;and 1980."Most of thisvtraffio is well
establlshed and barrlng any major unforeSeen development the growthﬁ
of tonnage w111 depend on normal GCOnOmlC growth

Off- Shore Trade

' Table C- 7.summa112es by ltS maJor components the total
Canadran off- shore trade between Canadlan ports and forelgn norts exeept
those in the Contlnental UAS Theltotal off shore trade has shOWn rapld
growth almost doubllng from 33 .0 million tons to 62.7 mllllon tonsl

between 1958 and 1967.

- Pacific Reglon° ‘The Pacrfrc Reglon has shown rapid trade growth from

8.0 million tons in 1958 “to 18 0 million tons’ in. 1967 and a’
: contlnuatlon of this trendgls expected_to 1980. The main- factor>in
this growth 'will be the export of metallurgical coal to Japan, in

which annual volume of 11 million tons'is- assured by 1973 by contracts .

“on hand. The forecast that shipments will" grow by only 1 million: tons
per. annum between 1973 and 1980 is very conservative in view of the
prospects for increased Japanese demands., The ores and minerals trade
consists of imports of bagxite, salt and gypsum in relatively small
quantities, .and the export of iron ore and base metal concentrates.

. The forecast trade tonnages may be opthnistic in the face of a highly
competitive iron ore supply situation in’ the Pacific Rim area. Also
a domestlc base metal’ smelter will probably be in operatlon after:
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1975, and will redice concentrate oxports: Grain shipments arve also
Forecast to prow slowly since export prospects to the heavily populated
Asian markets are generally MUch morce favourable than Atlantic oxp01Ls
to Earope. Despite optimism as to’ Asian grain sclf-sufficicncy,

population pressures and periodic woather problems should crcate a

- growing grain markcet for some time to come. Forest producLs are

foreccast to grow:'as a continuation of the 1958-1967 trend. In the

late 1970's limitations in the availability of coastal .wood resources
may cause a levelling of growth from that area but this may be offset
by expanding interior production. -Fertilizer exports to 1967 do not
reflect the full impact of the Saskatchewan potash productlon whlch
desplto plesent problems, is expected to contribute to future tonnage.:
General cargo trade ‘tends. to fluctuate from year-to-year. The main
threat is containerization and shipment via Seattle whlch is.at
present better equipped’ than Port of Vancouver,

- ~ As indicated, there are major uncertalntles in the
foxecq t of the Pacific’ Region off-shore trade, However, in total,
conservative  forecasts for coal and fertilizer probably more than .
offset any optimism in minerals, forest products and general.cargo.

Atlantic Region: Total Atlantic Region off-shore trade has increased

70% from 24.4 million tons in 1958 to 41.3 million tons in 1967. ' The
forecast calls for a continuing but slower rate of growth . to- a total
of 64.1 million tons by 1980, The main factor in th;s‘prOJected‘ ,
growth is iron ore, as. the expansion of shipments from Quebec-Labrador
and probable new developments in the Arctic are expected to add 7 .
million tons to shipments between 1967 and 1980, This output is
expected to go to Europe.. Grain shipments (including both Canadian
and U.S. grains loaded at Atlantic and Gulf of St. Lawrence. ports)
should show modérate growth despite the current depressed market” whlch
makes the 1970 trend forecast high. The Eetroleum trade consists of
imports of crude and refined products to the area east of Montreal.,

The forecast, based on'a well defined ‘trend dependent on local
markets, is probably conservative because the build-up of refining

capacity east of Montreal will require that a greater portion of the

Regional requirements arrive by water. In addition, some of the new
refined products w111 be exported, which together with the additional

crude oil rcqulrement will increase oil cargoes. The forecast increases

in forest products are in line with the established growth trend., The
general cargo volume ‘growth may be'conservative, as containerization
is expected to divert volume from both- U S.. and Canadian Great Lakes
ports to the Atlantic Region.

_ The Atlantic Region growth forecast s, malnly dependent.
on ore and petlolcum growth. - Despite normal uncertalntlcs, the pros-
pects for meeting the forecast volume of 64,1 million tons per annum
by 1980 are cons1dered to be good . : :
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Great Lakes Region: The Great Lakes of f- shore trade constitutes only
5.5% of the .total Canadian off-shore cargoes. Grain is coxported in
the gencral abscice of other. outbound cargoes. The 1967 tonnage was
probably increascd by the lakc shlpplng StleO. The forecast shows

" no increasc because the Aimpact of containers is cxpected to reduce -
the availability of grain capacity, as fewer ocean-going ships will,
be present on the lakes. The Qotloleum cargoes consist of 1mports9
of special crude.feedstocks and refined products for which there is
insufficient local refining capacity. The growth of this volume is.
oxpected to be slow. The general cargo tonnages are forecast to remain
at the 1970 level. - Containerization of cargoes and its movement to
Atlantic ports by unit-trains is expected to limit general cargo'
.tonnage growth and, in fact may even cause a decllne.

The total 77% growth forecast for off shore cargoes
between 1967 and 1980 is malnly made-up,of increases'in coal, iron ore
and petroleum‘tocnages-which are reesonablyeaSSured; _HoWever, off—shore_.

tradc is at present’ of sxgnlflcance to the Canadlan shlpbulldlng lndustry

: only in respect to ship repairs as cargoes are almost entlrely carrled

by f0101gn flag, forelgn bullt ships.
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" GHAPTER iT

' SUPPLY OF SHIPPING SERVICES -

- Participation in Canadian Waterborne Trade

" Coastal Trade
. Vessels of Commonwealth flag reglstry are permltted
'to‘engage in Canadian coastlng trade excludlngtthe 1nland" area~

west of Anticosti-Island ‘except in special Eircumstances. Immedlately

Aprlor to the exclusion of these vessels in 1nland coastlng trade in

1966,»they accounted for.9.5A of~1nland coastlng tonnager‘

The partioipatlonfby~Coﬁﬁonwealth>flag‘vessels in -
Pacific Reélon.coastiné traffic has been minimal in‘recent:years;”
- Pa01f1c Reglon trafflc conslsts largely of speclallzed tug and barge _‘
systens.< The relatlvely small cargo market for self propelled vessels‘
is handled by Canaddan.flag operatlons.W1th~extens;ve supporting land
~pickeup,'dellvery.and.ﬁarketlng,Drganiaations,: Theropportunities for.
foreign.flaé involvement.arellﬁnited o |

The Atlantlc Reglon coastlng tlade has the largest
Commonwealth flag part1c1patlon. The extent of this part1c1pat10nn
between l963 and 1967 has been as follOWS' ; -

Participation .of Commonwealth
Flag Vessels in Coastal Trade

: Atlantic Region - " Canada. . -
Year - : Mllllon Tons Cargo _%h _ - yA -
1963 2.9 24,2 "10.7
1964 2.2 17.0 8.7
1965 L 2,2 ° 18,5 . - 8.5
1966 - ' 1.7 4.5 2.8
1967 1.0 8.5 ' 1.8




TABLE. C-8 _ L
REGISTRY OF VESSELS CARRYING CANADIAN INTERNATIONAL TRADE
1963 - 1967
(million tons cargo) .
'REGION & TRADE © . 1963 1964 1965 1966 1967
© tons % tons % tons % tons A tons- .- %
Pacific: . ‘ ' ' ’
Canadian Flag 2.5 13.3 2.4 10.9 2.9 12.6 3.4 14.0 3.9 15.0
UsS. Flag 1.2 6.4 - 1.2 5.5 1.5 6.5 1.4 5.8 1.4 - 5.4
Other Foreign Flag 15.1 80.3 18.3 83.6 18.6 80.9. 19.4 80.2 20.7 79.6
Total ' 18.8 ' 100,0 _' 21.9 100.0 23.Q 100.0 24,2 100.0 26.0 100.0Q
Atlaﬁtig: . .
Canadian Flag ' 0.8 1.4 1.3 2.2 1.5 2.4 1.2 1.9 1.5 2.7
Other Foreign Flag.  50.7 98.6 58.2 _97.8 61.0 97.6 60.9 98.1 ' 54.8 97.3
Total 7_ 51,5 100.0 59,5 100.0 62.5 100.0 62.1 100.0 56.3 100.0
. Inland: ‘ | | .
Lakes & Seaway - _ :
Canadian Flag . 27.1 64.6 27.9 . - 59.3 30.5 65.0 37.3 78.2 35.3 75.1
U.S. Flag ) 7.2 17.2 8.8 . 18.7 6.0 12.8 5.3 11.2 7.8 16.4
Other Foreign Flag 7.6 18,2 10.4 22.0 10.4 22,2 5.1 10.6 4.0 8.5
Total 41.9 400.0 47.1 100,00 46,9 100.0- 4z.7 100.0 47.1 100.0
Offshore: _ _ : : ' ‘ ,
Foreign Flag 3.4 100.0 3.7 .100.0 3.4  100.0 3.0 100.0 3.2  100.0
Total International Trade: - : . .
Canadian Flag 30.4 26,4 .. 31.6 . 23,8 34.9 25.7 - 41.9 30.6. 40.7 30.6
Other Foreign Flag L ' ‘ - . _ ’ .
(including U.S.) 85.2 73.6 100.6-  76.2 100.9 74.3. 95,1 69.4 92,2 69.4

3

115.6  100,0 - 132 100.0  135.8  100,0  137.0  100.0  132.9  100.0 |

CArevra = NRQ : - ’ ‘
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‘The last - c¢olumn of the table shows the percentadges

of Canadian coastal cargoes in all regions that werc carried by

Commonwealth flag vessels, includiﬁg Commonwealth participation in

"inland™ trade of 1.9, 2.3, and 2.2 million tons in 1963, 1964 and

1965 respectively, until prohibited. in. 1966.

“While Commonwealth flag participation remained sub-

stantial.in 1967, it had been declihing sinééA1963. Mpst of the

cargoes-carried in Commonwealth flag ships in 1966 and 1967 was

bulk -cargoes includiﬁg petroleum and(minerals as regular trades.

International Trade -

Table C-8 shows the share of'internatibnal‘cargOn

mérkets held by Canadian, U.S. and other .foreign flag vessels in the

Pacific, Atlantic and. Inland regions, from 1963 to 1967. .

"In the Pacific~Regibn5 the Canadian flag participation

in international trade consists almost entire1y~of_tugfand

systems carrying cargoes along the Pacific coast; there~isl

participation in off-shore trade. The Canadian flag share
Canada-U.S. Pacific-coasﬁ cargo market was 50% in 1967 and

increésing grédually_éinceA1963. The. highly sophisticated

frequently specialized barges are_competitive.With_fOreign;

propelléd vessels in this coéstal-traffic.

barge‘ 
little

Qf~thé‘
has7beep
and :

self-

In the Atlantic Region, Canadian participation consists

of both small vessel coastal trade with the U.S: Atlantic SeaBoard;A,"

and bulk petroleum and ore traffic with.off;shoté areas by the:small

Canadian flag ocean-going fleet, supplemented . in the bfffseason by

-inland‘vessels with oceén-going éapability.

H
@
’



TABLE C-9

COMMERCTAL FLEET

STZE AND COMPOSITION OF CANADIAN-FIAG

DECEMBER 31, 1967

Coastal A -
Atlantic ' Pacific - Inland Total
o S No. GRT No. GRT No. GRT No. GRT
Cargo - (1,000 GRT & over)
Dry cargo/passenger ‘ 29 53,700 5 16,000 168 1,484,000 202 1,553,700
Tankers 12 53,200 3 4,500 34 . 83,900 49 141,600
Total - cargo 41 106,900 8 20,500 202 1,567,900 251 1,695,300
Other:
Passenger ' - - 5 18,100 - - -5 18,100
Ferries ‘ ' 17 84,800 21 © 73,400 2 3,000 40 161,200
Total self-propelled. - 58 . 191,700 34 112,000 204 1,570,900 »296 1,874,600
‘Tugs (100 GRT & over) 39 6,100 70 18,400 27 8,000  136-.. 32,500
Barges, scows (') - - . 326 - 85,200 1,026 549,400 23 47,000 1,375 681,600
_Total-Coastal and : | _ o
‘ Inland : . 423 283;000. - 1,130 679,800 254 1,625,900 1,807 2,588,700
Ocean-going: o 4 65,000 - - - - 4 65,000
"TOTAL o . ' ' 427 248,000 1,130 679,800 254 1,625,900 1,811 - 2,653,700

Source: Water Transport Committee, ~ .
Canadian Transportation Commission
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Tho Cdnadian flag sharc:of thelInland Lakes and Seaway'

elnLtrnaLlonal L)ado, whllc fluctuatlng from yoar to year, has
anreased from 65% in- 1963 to 757 in 1967 There was a sharp
_decllne ln forelgn flag vessels tradlng permanently on the lakes in

1966, when these vessels were w1thdrawn (and many transferred to.

Canadlan reglstry) due to thelr excluSLOn from the lnland coastlng .
trade._r To a 0reat extent, theicurrent part1c1patlon of forelgn' |
(non—U S.) vessels in the lnland lnternatlonal trade.arlses from
thelr presence on the lakes to take on or dlscharge off shore.-

cargoes,- Canadlan flag domlnance of the lnland ‘trade arlses from

" the spec1a11/ed nature of the vessels, and advantages over the U.S-.

1n both eapltal and operatlng costs.

“The Canadian Commerc1a1 Fleet

. Size and Composition

“Table C-9 .shows the size and composition of,theh

Canadian'flag commercial fleet as at December 3l 1967. (Data on the

~£leet in later years is avallable, but l967 fleet flgures are. used

because trade data is avallable only to that year) The fleet
con31sted of’ l 811 vessels totalllng 2. 65 mllllon GRT, but thlS does

noL lnclude approx1mately 270: small self propelled vessels of under

l OOO GRT totalllng 85, OOO GRT
The largest segment of the" fleet is the lnland vessels, o
‘cons1st1ng malnly of bulk dry cargo shlps.‘ Desplte a very substantlal

‘_1ncrease ln the lnland fleet from 1 mllllon GRT 'in 1959 to 1, 6 mllllon

in 1967, approxnnately 25% of the gross Lonnage was over 50 years old
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Bdt;os 1n the Pac1f1t koglon constlLute Lhe second
Largest segment ol the (leet, Lotallrng 550 000 GRT in 1967. Tug—
hdrgc sysLems dOmlndLL the Pac1f1c coastal tradc s1tuatlon, but are

relatively minor in other areas. Of the. Atlantlc Region’ barge and

" other vessel fleet off85,000,GRT, only ‘an. estimated 30,000‘GRT is in

cargo carrying service; the rest being dredges and supporting scdws.*

The total Canadlan coastal self- propelled cargo fleet

'over 1 000 GRT cons1sted of 49 vessels totalllng 127 400 GRT, 85% of

which was 1ocated in the Atlantlc Reglon. In addltlon,vmost of the g
269 cargo vessels of under 1,000 GRT,, totalllng 85 000 GRT, Were
located onjthe Gulf of St. Lawrence and Atlantic coaSta

| The commerc1a1, nonecargo carrylng portlon of the
total Canadlan fleet cons1sted of 5 passenger vessels (18 OOO GRT)
andVAOerrrles (161,000-GRT). The.passenger vessels were all 1oeated-

on the Pacific coast, being used mainly for seasohalvcruise serQice; The -

’ felrles are malnly engaged in government operated or directed services

between the malnland and 1s1ands and 1solated coastal communltles,

_On bothveoastsm_

in.1967,'tne Canadian flag oceanegoing fieetfconsisted
of 4 vessels totalllng 65,000 GRT. These csnsisted.of 2 csmbination
ore carriers ~ tankers, 1l dry cargo shlp and 1 tanker. A1l of these
were prhnarily_in Atlantic-service. In'addition, there were-a'number
of coastal and inland vessels which had ocean-going capability, | |
consisting of 11 ceastal vessels (50,000 GRT>'and 7 inland vessels
(77,000VCRT). With one'e%ception,yall.of:these were in#olved in

Atlantic Region trade.




COUNTRY OF BUILDING OF CANADIAN REGISTERED
SELF-PROPELLED VESSELS OF 1,000 GRT AND OVER
(as at December 31, 1968)

Coastal Fleet

Atlantic Pacific Total Inland Deep Sea | ‘ Total
No. GRT No.  GRT No.  GRT No. . GRT No. GRT No. GRT
Canadian built 37 153,159 24 72,804 61 225,963 119 1,181,938 4 64,915 184 1,472,816
. Foreign built: . : ' ) .
U.S:A. 6 20,736 .5 17,781 11 38,517 48 320,102 - . - 59 358,619
U.K. .18 34,044 .5 21,195 23 55,239 16 52,027 - - 39 107,266
Germany 1 6,066 1 2,599 2 8,665 - . - - - 2 8,665
Norway - - 1 1,791 1 1,791 - - - - 1 1,791
Sweden 1 2,356 - - 1 2,356 - Co- - - ! 2,356
Eire = - e - = = 1 18,127 = - 1 ' 18,127
: 26 63,202 12 _43,366 38 106,568  _65 390,256 - - 103 486,824
TOTAL -~ 83 216,361 116,1 99 332,531 = 184 1,572,194 & 64,925 287 1,969,640

S

Source: Water Transport Committee
Canadian Transportation Commission
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Source oflshlps for the Canadian.Fleet -

Table G-10 shows the~sdurCe_ef‘vesséls for the

~Canadian.self—propelled fleet as at December 31, 1968. ‘The totals

include dry dargo‘vessels,‘tankers,'ferries-and passenger ships of .
1,000 GRT and overo"

The table shows that about 75% of the vessels were

» Canadlan bullt, 1nclud1ng all of the small deep-sea fleet, 75% of

the 1nland fleet and 68% of the coastal fleet.. The~ma301 forelgn.
source was the U. S. w1th 18% of the fleet onore than one-half the:'
forelgn bullt total) and the Us Ko (SA). |

| ‘ The-U S. built vessels in the lnland fleet.cons1st a

almost entlrely of old bulk carrlers (average age over 50° yeals)

'transfelred from Commonwealth reglstry in 1965 and l966 when the

inland coastlng trade ‘was closed to non—Canadlan vessels. 'Since -
1959, there~have been only;two neW~fore1gn built vessels totalling.

36,500 GRT added to the inland fleetfas.compared'with-47 new Canadian

. built vessels totallrng 624,000 GRT. Foreign yards have not been a

significant source of vessels for the inland fleet in recent years.

In'caseloﬁ the self-propelled coastal fleets, 29% of

the AtlantiCrfleet and 37% of the Pacific fleetawere foreién.built.

The 1atter includesaall»Sﬁpassenger ships totalling 18,000 GRT. In

the:éase of tne.Atlantic fleet, there is a histnry ef.frequent,e |

transfers of: reglstry partlcularly for smaller coastal vessels.
There are no readlly avallable statlstlcs on ther

source of tugs and barges. However, a:sampllng_of add;tlons‘to the




ared, s ‘ . v

. -.86 -

PaL]flC heglon barug fleet frmn 1965 ‘to 1967 lndlcates nnports 01

only 1, 600 GkT of a total of 165 500 Ghl added to brlng the fleet

l

‘up to 550 OOO GRT. There is no questlon that in recent years

.Lanadlan yards have been ahnost the total source of barges for the;
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CHAPTER III

SILLP AND TRANSPORTATION TECHNOLOGY

Waterborne Transportation Developments

Developments in water transportation as far as this

study ‘is concerned are discussed in terms of ship develdpnenté, cargo

hahdling developments ahd-changes in Vess¢1 environment.

ship Developments

V Ship developments in the 1970'5 Will_probably not match

the great, almost revolutidnary, devélopments of the 1960's, as. is

discussed more fully in Appendix VI.. -There will, however, be continued
ihcreases in speed, size, specialization and automation. 'These factors

will be combined to thévgreatest extent in the containerships which will

' go into operation in the early 1970's. Although the average size of

véSSel.wilL continue to grow for a number of years as the tonnage now

under construction or planned comes into service, there will probably

be some levelling off in the increase in size of vessels after the mid

i970's.ithile‘largef vessels are teéhnically poSsible,“lﬁnitations in

‘the form of shore facilities,~in3urance and pollution risks will be

. encountered.

'_Devélopmenté in éhip teghnology do not have any_stértling
épplicaﬁionito Canadal's present.fleet'whichfis.almost exclpsiﬁely”in;and
and coastal in characﬁgf.‘ Increaées:in the‘efficiehcy of-iqlgnd vessels
thfough ﬁnproveﬁ prppuision machinery (e.g. gas‘turbiﬁes) énd increaéed
enging'rdbm'autémation are;po$sible élthbugh the_effectiveheés mgy be‘

limited by government and union regulations.
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The 1970's will see the advent of 1000 uppef_Iakers in U.S8. and

these may Ee apprépriate‘fbr tﬁe4gfowing‘danadiaﬁ oré'érades.

| 'TheA197Qié.will_prqbabiy see .a large nﬁmber-of-bérgeg :
in deep-sea servicé; and Ehé development of new or improved design
featureS'such as adequaéé surge toWing geaf or'pusher-iink‘defiées;
Suqh‘déVelépments:aréimOSt~1ike1y on the'Pacific’coast.5 TEe Smaller

crews which tug-barge systems use would act to narrow the wage cost

- penalty which Cadadian flag vessels faée in comﬁarisbn with most

foreign ships. _The pusher-link would ‘also make feaSible the use 1
of tug-barge systems in‘fheiiakes and%seawayibdlk cargo trades.
“The impact .in the 1970's of thesevdéveiopments is

generally expectéa to be'gradﬁal, although acceieréting toward

1980. 1In particular, the lakes and seaway systems have vefy_largei
inveshhents in 'conventional equipment and, historically, new
developments have been incorporated gradually on a replécement basis;

_howevef,]é trend toward self-unloaders aﬁpears to be developing.

Another ‘ship development of particular-Canadian
interest is the ice strengthening of ships to lengthen navigation

seasons particularly in the Arctic and Gulf of St. Lawrence and lowér

St. Lawrence River regions. Continuing studies of ice. and accumulating

experience have provided much of the information necessary to make

~ year round navigation feasible in many areas. The main benefit would

be longer navigation seasons and possible higher utilization of vessels.
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Against this advantage must be weighed the higher cupital.eostfof"
the vessel, qnd‘tho"pcnalty to its cargo carrying capacity and
operating cost of its greater weight. The cost penalty of ice

strengthening must therefore be assessed in theilight of-the'trades:

“in which the vessel will be employed.

The 1970's will aIso_see-hroéder application of new .
develobments such'as.ACV's,_hydrofoils and catamaran'hulls. However,
in most cases these w111 be in relatlvely small scale spec1allzed

service so that they are not likely to cause any 51gn1f1cant dlsplace-

Y

ment of'eonVentional shipping services.

Cargo Handling

The most publlc1zed development in cargo handllng has
been the advent of - the contalner although'theﬁe.hQVe also-been major

1mprovements in bulk cargo handllng. The trend'is.that neW~ships~

~will be self—contalned and 1ndependent of shore based unloadlng

facllltles, other than for wharfage5

The matter of containers and their economics have been

widely reported~and:it is.not intended to-repeat.thehfundamentals of

1

their use here.. The full impact which ¢ontainers will have is not

. yet diScernible; but a nimber of effects to the Canadian trade

situation can now be foreseen.

(a) A w1der range of goods may be containerizable than is now
- generally considered feasible. A large portion of
Canadian imports are well suited for contalners. In
general the exports are not as well suited, but they
become ecconomically containerizable if the container is -
otherwise returning empty. The advent of an economlcal
_"knock-down" contalntr could alter this factor.



o) Ihu cconomics ol Lontaincrships*rcquiro largt'Onc—stop
service so that inland consolidation of .shipments for
‘movement Lo (_ic(.p water port 'is necessary. The Canadlan
volume will only support a limited number. of such large
scale port operations. The main losers in this development»

“will be the Seaway and the inland and 'secondary ports which
will lose general cargo volumes. On the Pacific coast, the
position of Vancouver as a container port is not clear, but
it will face severe competition from Seattle by reason of
the latter's early start, -

(¢) ¥ There may ‘be some restructuring of secondary transportatlon

networks to support the main container port operations.

" This would apply mainly on the Atlantic coast where a.
Teeder network would develop from ports 1os1ng their
_dlrect overseas shlpplng operatlons. -

The contalnel carrled on a unit=-train has also created
the poss1b111ty of a “1and brldge" across North Amerlca to carry
Europe to Asia cargoes, avoldlng the Panama Canal ’ In thlS concept,
Canada Would have to compete w1th the U, S.‘as to. the 1ocatlon of the‘
“bridge"o Whlle the development of the 1and bridge is posslble, it
is not con31dered 11ke1y. At present, its economlc (malnly tnne)
advantage“ls narrowfand this,advantagefis:likely to bevfurther eroded
by advances in Shlp speeds and reductlons in thelr opelatlng costs .
through automation. Since rallWay-operatlonS'tendfto be more labour
intensive than those,of:ships,;the present "land-bridge" feasibility
may eventually disappear_due to cost increases.

Other methods of cargo handllng, such as the LASH
system are also in operatlon. The LASH system operates to best
advantage where lt can be d1rect1y connected to inland waterways, Lhe
U.S. Gulf to Northern Europe trade belng the best example.n No broad
appllcatlon .of the LASH_system to Canadlan-trades is expected.

Canadian trade tends to be concentrated in low value bulk.cargoes . °

which.cannot‘be econanically.handled in_this‘way.v‘
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Vessel bBnviromment
- -~ ,

The larger ocean-going vessels coming into service have

" placed ‘increcasced emphasis on harbour depths. As a result, existing

harbours are being deepened (Sept. Iles), new facilities are being

built:(Roberts Bank & Saint John) -and new.developments_are beingf.

" located where deep}water_is aVailable (refineries at Pt. Tupper and

Come-by-Chance) ~In the~Canadian'situation; this'willbtend'to

segregate Ocean-going and inland Shlpplng, as economlcal 1arge deep—

sea vessels (1nclud1ng contalnershlps) will be too . 1arge to use the:

St. Lawrence above Quebec Clty and the Seaway systems. No enlarganest
of the 5eaway is GXPLCted w1th1n the next 10 years because of. the high
capital cost -and the alternatlve offered by unit-trains.  While thet
constraetiOn‘qf tbe Cbignecto cahal is.a pqssibility which would change
traffis patterns in Easterh'Canada, itsvpotential effects have not_been
covered in tbis study. | | |

it has been:suggested that:the navigation.season.en the
entire seaway system could be 1engthened by as much as 8 &eeks by a .

combination of ice reduction measures, ineldding thermal devices

(heating or bubbling),‘ice breaking and ice diversion (by booms;'canals;'

ete.). fhe ecohomicssof such action are uncertain in the face of - the
considerable capitaljekpenditare required, If undertaken it.weuld
reduce.inland ship rquirements by increasing utilization of e#istihg
vessels. However;, no ﬁajor deyelopment in this direstieb>bas been |
assﬁmed.to occur in theZ1970's{

In the matter of the ecpnomic_:ather than the physiqal

enviromment for ships, it is possible that seaway tolls will be increased




Competitive pressures will however tend to lunit the increase to a
modornte'eee» In the other direction,:eo gbolition of Seaway tolls
has been:e35umed. |

>In the internationai shipping eituatioq, the only
ma jor yeesel.environment\change whieh Wpuld,affect Canada would be
a seé;luQel_reelecemeﬁt for the'Paname Canei.~ Wwhile still.diseussed,
the prospects for.euch'a'de§elepment'appears to beAfading. |

Competitive Transportation Developments

The main conipetitive transportation development which

- will have am effect on waterborne trade is the unit-traiu, which

enables railways to substéntially reduce the cost of carrying hulk
cargoes;without seasonal interruptions and much faster than by water
transport. The most hmhediate_example of unit-train utilization is

the carriage of containers from inland centres to tide-water ports

\

which is-an essential part of the container system. Other potential
applications of uﬁit~traihs which threaten trade are as follows:

- (a) Grain .can be carrled Llom producing areas dlrecLly to deep

: water ports. The Wheat Board is in the process of"
establishing a block system of grain collection whlch
would assure consistent availability of unit-train lots.
A system of large regional elevators may also. be
established to clean and grade grain, eliminating the
present bottleneck at Thunder Bay. . Unit-trains are
alrecady in use between the U.S. mld—west and Gulf of
Mexico ports and are reported to be highly successful.

(b) Coal may be carried by unit-trains from U.S. producing areas
‘direct to Ontario consumers, avoiding Welland Canel tolls.
This prospect is reduced by a change in the coal consumption
pattern which wil} result in major coal useage. above the
Welland, which. would benefit water transant and by the
fact thdt existing generating and steel plants may lack the
_room. for unloadlng faClllLIEb
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(c) West coast lumber may move to its important U.S. east coast
~markets by unit-train, displacing the present water transport.
This prospect is difficult to assess. -Among other factors
involved; it would probably require that the railway give
the same service- to Ainterior B Ce producers whlch, at present,
are thelr ‘captive market. ;

The container and grain trades represent the most serious
threats of the unit-train to waterborne .trade. Both could cause major

diversions of‘cargolfrom'inland water transport. The ﬁnit—train has

"also helped water transport by maklng it feasible to Shlp inland

.products such as coal to overseas markets.

Solidsnpipelines, which_are exbected to be in operatlon‘
in the late‘l970's;are‘generally'not eXpected to compete.with’naterr
transportationv eacept_lh,some local'sltdatiohs;':These.pipellnes are
likely’to'diaplace truCRland rail movehent,over which they-appear‘to
havé substantial cost.advantages, ratherrthan'the‘relatively cheap
water transporto;
| The development of air frelght will eventually divert

some ‘overseas cargoes_from ships;‘ in the~long term, such'diversions

may be substantlal as av1atlon technology contlnues 1ts rapld advance.

However, during the 1970 s, the growth of air frelght will ‘be confined

to high value spec1alty products, and the lncreaSLng dlver51on is not

1ike1y to be noticed in‘the growing general cargo -market;
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(HAPTFR IV

FUTURE DEMAND FOR SHIPS AND SERVICES

“COmmercial Demand

Commerciai’denand is.defined here as demand arising '

from the cargo.carrying sector, plus. ferries, passenger vessels,

~tugs and other non-cargofcarrying ships, notwithstanding the fact

that'they may be being operated or'subsidized by.Provincialror

: Federal chernments. Thls does not. lnclude naval or goVermnent

Vessels not directly lnvolved in service to the publlc.
AThe~future demand for commerclal Vessels'Wili.be
derived from~the'fblloWing sonrcesf'

@) Increased demand for cargo calrylng capaclty due to
increases in tlade° : .

“(b) Increases in- requlrements for serv1ces, such as ferrles,
' tugs for docklng ass1sts, etcn . :

:(c) Replacement of vessels scrapped due to age or- obsolesence.

Demand from Trade Growth

The method of forecasting~demand due to trade growth

. is as follows;

(a).'Waterborne trade volumes Were~forecast:(Chapter 1)

(b) Past ship traffic and cargo carrled were analysed to
" .determine vessel movement (in net registered tons) and

share of cargo markets held by vessels of Canadian registry.
"A 'tonnage ratio" was calculated: conSisting‘of'cargo"
-carried divided by total vessel movement in NRT, which

- provides: a relationship between. cargo carried and shlp
movemeht., Since both thé share of market and Mtonnage -
ratio" Vary from year-to-year, the pattern was analysed
‘and future values for these Varlables assumed.‘
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(¢) On the basils of values assumed in (b) above'nnd_the cargo.
Iorecasts, future ship traffic requirements Were forecast.

(d) [ho increaso in lltet size [rmn a sclctted ndso ycar was
“assumed to be proporLional to the increase in vessel
movement. :
This method.ot foreeasting does not purport to give

other than a genersl'esthnate of future fieet'growth. while
uncertainties arising from such factors as snrnlns.shipning oanacityA;u
and msjor changes in ‘trade pstterns can be minimized byvcsreful'ohoice
ofﬁn baée yesr‘sndgrevién of-projected oargo hovements,.such factors.
as_increased vessel dtifization arisingtfrom higher speeds,‘faster.

turn-around, etc., have not beenxincorporated in the forecast, except

have been forecast only for the Canadian flag fleet. Projections for
internstional trade.aretlﬁnited\to‘forecastS'of vessel“movement'to N
iobtain an‘indicstion of.repairerqnirements’end.of ship types, should.
it be concluded that deep-sea vessels'be‘built in Canade.
Ine basic.a33umptions with regard to sheres,of'market

“and tonnage ratios are outiined~in the Regional papers. In generai
“the assumptions are conservstive since they provide for some reductlon
~in the Canadlan flag shares of markets from their relatlvely favourable
levels of.recent years;"» | |

Thevbase fleet'size used are as‘follows:

Pacifiei‘ 570,000 GRT consisting of all cargo Vessels, tankers
o and barges as at December 31, 1967.

l ' for replacement of old vessels. The"aqditional vessel requirements

Inland: 1,500, 000 GRT consisting of estnnated 1966 vessel

cargo vessels including an estimated 60,000 GRT. in
small (100 999 GRT) vessels and 35,000 GRT in barges

' tonnage.
Atlantic: 266,800.GRT'consisting of'deepésea fleet and-coastel
l ~ est:unated to be in cargo service as at December 31, 1967.




TABLE C-11
CANADA & REGIONS

SUMMARY OF TOTAL TRAFFIC & CANADIAN FLAG FLEET SIZE FORECASTS

Canadian Participation V ' . 1967 - 1970 ) i222~ 1980
' o . e ’ T (actual) ‘
Pacific

Coastal cargo (million toms) - | 20.2 25,6 33.6 40.7
International " " 3.9 4.5 5.6 6.7
Total 21 30.1 39.2 47.4
Vessel traffic (million‘NRT) | . - 54.8 71.5 93.3 ‘ 111.4

. Qanadian F}ag Fleet-size ‘(060 GRT) A - 570 ) 745 970' o 1,160

Coastal caréo (million ﬁons)‘ ' . . o 27.8% - - 25.9 28.7 - 31,5 :
International no " , ‘ 29.4 - 42.2 51.1 - 60.7
rotal - 57.2 . 68.1 79.8 _9_2
Vessel traffic (min.ﬁcbn NRT) . : S 8.8 90.8 103.7 . 1 119.5°
Canadian Flag Fleet size (000 GRT) 1,500 . 1,725 1,970 2,260
_Atlantic ) | . | ‘

Coastal cérgo (hillion tpné) » : 10.9 11.5 .12.7 13.9
International "o " ' 1.5 _1.5 _1.7 _1.9
Total | | o 12,4 13.0 1.4 15.8
Véssél traffic (miilion NRT) . ‘ | :: 79.4 83.6 92.6 101.2

' Canadian Flag Fleet size (000 GRT) - o 27 S 282 311 340
TOTAL: Vessel traffic (million NRT) S 193.0 %6.0  287.0 ©332.0

Canadian Flag Fleet size (000 GRT) 12,337 2,752 3,251 3,760
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The prOJectlons based on the ioregolng assumptlons are
derived from trade growth. are summarized on Table C—ll opposlte. They

indicate a'potential increase of 936, 000 GRT in the.Canadian flag cargo:

fleet betwaen 1970 and l980 made up as follows

Fleet Size - GRT

'19'70, ~ 1980 -  GRT/annuni
Inland . 1,725,000 2,260,000 -~ . 53,500
-Coastal. : : R - ) : B
Pacific 745,000 - 1,160,000 41,500
Atlantic . _ 282,000 340,000 © 5,800
Total  T,027,000 1,500,000 47,300
Total o ,zsz,oo . '3,260,00 100,800

?The'fleet‘lncreases forecast are tﬁose required ‘to handle -
increases in commercial cargo. demand.only.. No - assumptlons are made at
thlS polot as where these ShlpS will be bullt but thlS is returned to
in latervsectlons‘of thls.report; » |

Other Commiercial Demand

The large ferry‘fleets onlthe Atlantic and Pacific cohstitute--

, the major-portion of the commercial non—cargo fleet. Additional. vessel

requirements would come from:increases1ingtraffic'and/or~the establishment _f

“of new routes. The establishment of new routes is difficult to forecast

as the decisions involve political considerations at least in. part.

The Pacific ferry fleet is relatively.new and only some minor

route additions are expected. A total of 10,000 GRT of‘new'ferry.constructioq

is forecast for the l970's, an average of l 000 ‘GRT per annum. Addltlonal
capac1ty to handle trafflc growth is expected to be prov1ded by ‘the 1ength—
enlng of exlstlng VES581S,»whlch may 1nvolVe maJor converslon work on as

many as 8 vessels.
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“the Atlantic Region ferry serviees may be cxpanded

- slightly in the‘Pancé Edward Island area. However, a nmnber'of

addipibnal veéééls ére on‘bfder‘fbr this-regibn:wHiChiaré ﬁot'.f
iﬁclu&ed in these'forecaéﬁﬁ; éhd.this will préﬁidg,séne increase.‘
in»capaéit§} Additional ferfy éervices @ill_probébiy aisolbgA
esfébiiéhéd in‘the.LbW¢r.St;.LaWrencé arga,vﬁut Eheséicahnét:be 1
fofecast. |

‘Tugs constitute‘the otherjméjofacategérygof nbnA
cargo‘cafgying‘ﬁessels>iﬁ{the fleet. In the Pacifié Regioq‘aé’ _
increase iﬁ the tug fleét, ?roportiona1.£o_.the ip@;eaée inlthe:
barge E1eqt, would requifé cbﬁstructibn~of éﬁ additionalklo,OOd.
GRT‘of Ehgé during thevl970'é, or an average of i;OOO.GRT péf anhumr 
Thié:ﬁaf be somewhat coﬁsérﬁatiye as the.new iérgér bargesxexée§ted
to be built will require‘larggr.:ugs.< | . |

‘Theré'will—alébfbé some additiéﬁal tug reduiranents”
iﬁ‘the Atlantic‘Regidn)( As estiﬁatéd 5 or 6'larger tugs.will;bé
required'ﬁo assist in_docking lafg¢r_or9_carrieré,and téﬂkeré.
In addi;ipn,.iﬁqrgéses in Bafée=traffigAare expected in the Guif

of St. Lawrenece which will require a number of 1arger~;ugs.‘>

Demand for Replacement Vésséié:

- Tﬁe reasoﬁvfor replagemént deméﬁd ié,conéidered.héte
to be agé and/or obsolesenge;f Losses of‘tonhage due to‘collisions
and groundingihaVé historiéally been rélativély low and are:noE\ |

considered.
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" The various scgnents of the Canadiah fleet have been
analysed for rcplacement requlrements which are summarlzed as follows;

Inland Fleet' In 1967 68 vessels in the lnland fleet, totallln0
394,000 GRT were mor;,than 50 years old. The replacement require- .
ments are based on the assumption that all vessels reaching 45
years of age during the 1970's will be replaCed_but~that-because'

" of increases in size speed and turn-around capability, replacement
tonnage will only average 85% of the tonnage replaced. On the ,
basis of 500,000 GRT reaching the age of 45 years during the 1970's
replacement requlremcnts are forecast at 425 000 GRT.

\

j
-

Pacific: Coastal Fleet: The self~propelled fleet 1ncludes 10 veSsels
totalling 32,400 GRT which will be 30 years old durlng the 1970's,.
However, this includes .4 passenger vessels totalllng 15,500 GRT
used in cruise service for which replacement by new construction
is highly uncertain, leaving only 17,000 GRT as replacement’
potentlal The barge fleet is relatively new with approximately
one-half of the total less than 12 years old., As a general :

 estimate only, provision has been made for replacement of approx—l
imately one-third of the balance, totalling 80,000 GRT during the’
1970's.” The total replacement requirements for the Region would
theréfore be 100,000 GRT, an average of 10,000 GRT per annum.-
This replacement has been forecast on a ton for ton basls as no
spec1t1c increases in’ efflclency can be estnnated.

GRT will be close to or over 30 years of age: In addition, 117
_small shlps of between 100 and 999 GRT, totalling 33,000 GRT, will
be 35 years old or older by 1975, (While this is the ‘Canadian
“total most of Lhese are assumed to be 'in the Atlantic Region),u
Total replacement requirements ave estimated at 70,000 GRT at an
average rate of 7,000 GRT per annum including aforementioned older
ships. 1In the case of the small ships, it is felt that obsolesence
‘as much: as age will be a’ factor contributing to their scrappage.
This replacement has also been forecast on a ton for ton basis,

as the vessels involved are relatlvely small and no specific increase
in efficiency can be estnnated. : :

The total Canadian-replacement'requirements‘are there—
-fore estimated at 595,000 GRT between.l970'and 1980, an average of

59,000 GRT_per ahdumo

' o AtlanLJ_c Coastal Fleet: By 1975 14 cargo vessels tot:alllng 36 500 ‘

Sﬁmmary: New. Commerclal Vessel Requlr@nents

The follow1ng table swmnarlzes the new shlp requlre-

ments between 1970 ‘and 1980, as - outllned in the preceedlng sectlons
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Forecast Vessel Construction - GRT 1970-1979

. -East . __West . Canada.
Atlantic - Inland . Total " Pacific :Igtgl_.A
trade Demasd 58,000 ~ 535,000 593,000 415,000 1,008,000 |
" Other Dexoand. L s . 20,000 '20‘,00_0
f._Replacemént‘ o 70,000 425,000 495,000 - 100,000 - 595,000
| fotal 128,000 960,000 1,088,000 535,000 _ '~1;623,ooo
Avers;ge/Ahhwn 12,800 96,000 108,800 53,500  __162,300

o The foregoing estimates are divided into "east" and "west"

only in dccordance with the market areas in which the demand will occur.

There is no implication inhthis as to where”the foreoast.vessels might:
be built, The only apparent-physicai lhﬁitationS‘as to the place‘ofi
buildingtare that 1000"u§per 1akerS'cot1d obviously only be built above
the Welland Cenal; and‘that very 1arge‘ocean-going~vesse1s could also

only be built outside the Great Lakes.‘

Ship Types for New Construction'
| | This sectlon does not" attempt to deflne ln detall the types
of new ship construction whlch will be requlred. However, the trade
analysis and lnvestlgatlons have prov1ded broad indlcatlons of the trends
or demands which are outlined here.
In the Pacific Region,.the maih dehand will be for>bérges.
of theltotal 515, OOO GRT of new cargo vesselS5‘oossibly fo more7than

20, OOO to 30 000 GRT will be self- propelled, and some of these will

probably be self—propelled barges.

In'the Atlantic Region; a significaht increase in- the

barge fleet is expected. A substantial portion of the forecast: small
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Vessel (100e999.GRT).replacement of 33,000 GRT may be by barges.

“The new vessels for the self-propelled fleet will probably be '

larger, with more .cmphasis on faster turn-around and ice

The addltlons to -the inland fleet will prunarlly

bL bulk carrlers of the stralght and self-unloadlng types fA:

.levelllng off in the demand for package freighters is foreseen.

It is also'pOSSLble.that'there may: be a demand from Canadian -
operators for a number Qf ﬁe% lOOO'»ﬁpper lakers. ‘The advent of .

new pusher tug-barge sYétems on the Great Lakes and Seawayfsystaﬁs-

" is also possible to some,limited“extent in the 1970's. -

Government Requirements

The Federal Governﬁent is a major purehaser_of_new
ships'for bofh.naval“aﬁd.civil réquifeﬁegtsitfThisxsectfon»outlines
the.besf.estﬁhatee-of‘these_futureArequirementSwtheﬁ'could Se |
arrivedfet based on disdussionsAwitﬁ gbvernment debertments._ In

certain cases; these estimates only extend -to 1975 because reviews

. of p011c1es and alternatlve methods of prov1d1ng services formerly

.prov1ded by ShlpS have not been cmnpleted.:

In addition to the'Fedefal.Government Oﬁnership and
operation of ships, a number of Provincial Governments operate ferry .
_éervices. The most notable of these are the British Columbia~Ferries

and the Ontario Department~of Highway. ‘The requirements of these

services have been covered previously in the "Commercial Non-Cargo"

category. In most cases such services are an integral part of “the
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rcrlonal Shlpplng paLLern and must be analyscd as a part ol such a

pattern. Thc same leuatlon applles to the subs1d1zed terry,

passenger " and cargo_operations of the’ Canadian Nat;onal Rallway in

_che Atlantic Region.

Government Naval Requirements

The Department of National Defence estimates for new

naval construction cover only the 5 fiscal years to March 31, 1975.

The_constrnction estimates include only vessels already on order.

" These are summarized as- follows:

o Type o . o Year of Completion4”
1.~ Supply Ships (0SS) ~ ~ - 1970 -

2 - Destroyers (DDH) 1971

2 - DDE Comversioms = - - A 1971

2 - Destroyers (DDH) L - 1972

The lunltatlon of the forecasts to orders already
placed reflects the,major uncertalntles in the role of»naval vessels
"1n Canada s defence pollcy, and in the Vessel technology approprlate

to the dcfence pollcy “It is reasonably.certaln that purchases of

new naval_vessels WLll.continue‘after11975, but,the type‘(e.g. hydro-

foils) number and value of vessels is uncertain. For these reasons,

there is no provision in -the forecasts for naval new vessel construct-

ion beyond.the,expiry‘of existing programs in 1972. This makes the

forecast conservative beyond l973 becaUse:

- There will. almost certainly be new naval vessel constructlon
“beyond 1975 :

- The form of ‘this. constructlon may involve new technology where
" the shipyards' value contrlbutlon in the form of hull const-
ruction and machinery’ and equipment 1nstallat10n may be-
slgnlflcantly dlfferent from present experlence.
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t - . . -
_Government Non-Naval Requirements

The Federal Government departments which owh,«operaté‘:

and/or charter ships are:

DeparUnent of Transport - Responsmble for navigdtion, nav1gatlon’
aids including buoy tendlng, -icebreaking and weatherships,
- search and rescue, and coastal patrol via the Canadian Coast’

Guard

Department of Energy, Mines & Resources - RcsponSible for ocean-
- ographic and hydrographlc research’ lncludlng chartlng, surveys,
etc.

Dtpartmtnt of Public Works - Responsible v1a its Marlne DlVlSlOn
for marine construction. :

Department of Justice - Responsible via the R. C.M,P, Marine . -
Division for law enforcement which requires patrol Vessels in
coastal areas and inland waterways. : -

Deparuﬁent of'Fisheries & Forestry - Responsible for fisheries
patrol and also the Fisheries Research Board engages in research
in biology and flshlng methods and in thls functlon operates a
number of shlps

Department of Transport:

The_main'need of this Department willibe for'ice-
breakers. TheApresent-estﬂnate is.for 3. new icebreakers;being
bUllt by 1980, as folloWS' o

1 -. Shallow draft 1nshore vessel of approxnnately 12 000 h p-
for St. Lawrence service;

Approximate size - - » S,QOO GRT-

2 ;t Polar icebreakers of-approxﬁnate'60,000‘+ h.p..

Approximate size each '24,000 GRT '48,000DGRT ‘

Total - ' 53,000 GRT



© = 103 -

: De@arnnent officials.have esﬁbnaﬁéd that a~total'of 3.
nPoiar" icébreakets willibé bdilt but ‘in view‘of.the.leéd times
rquired'and thé present»status of thesé plaﬁé only 2 éuch Véssels in
ﬁhe:1975—1979 perioqiaré inéluded"in thé fp?ecast.'

The icebreaker corstruction makes - some préviéiéd for
expanded actifify'in the Arctic but fgils shért qf é majbr under-
standing assdciated'with,large.écale résoﬁrée aevelopneﬁt.

| ' A1so‘undef consideration is'the‘replécemépt of 2.1afge
Pacific:wQatherships with smaller vessels. while such new ships
wquid be an}interim meaéufe ﬁéndiué:the future aséﬁmptibﬁ Qf.weéﬁﬁer
surveillance-by ﬁqoyé éndAsatellités; the expéndiﬁure may be}jﬁstified

on the basis of reduced operating costs. if ﬁhdertaken, the replace-

ment would fquire two_vessels of approximately 1,600 GRT each.

The departmental requirements for buoy tending, patrol

and rescue will be highly selective based on individdal-cifcumStances.

In particular buoy teﬁdiﬁg ié'being taken over by helicopters. In .

most cases the_additionalvrequirements‘will“be for~relative1y‘sma11
craft, summarized.as EolloWs:‘
Buoy tenders: 2 - 3 small vessels .of 60 to 75 feet.-_'

Patrol boats: 3 —.4 mission oriented.small boats of 70-120
feet for the Coast Guard.

‘Lifeboats: ‘Approximately 10 additional 45' sea rgséue boats
required for both coasts. ' .

The total small craft requirements of the Departmégt are

therefore for 15 to 17 vessels of the 45' to 120" size,
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Department ol fnergy, Mines and Resources:

The present flect of this Department consists of 12

ships, ranging from 460 to 3720 GRT (615_—54,660 ton dispfécement)-

having .a total tonnage_of-l4,651ggross'tpns (19,200 dispiacement).

_Thé current location of this-tonnage_isf621 Atléntic, 259 Pacific

and 13% Great Lakes. The Department's comprehensive program for

the 1970's requires 20 new ships but this may be reduced by prqgr&nf

_stretéh—out and by vessel chartering. The best present estimate

indicates. potential Dépafmnental procuremént'of 11.shi§s of varying
sizes up ﬁo 3,800 GRT. There is no indication of the area of -
operation and '"mix" of vessel sizes, but assuming a virtual duplication

of the present fleet, the total new conStruCtion could amount_tOfabout‘

13,000 GRT.

' Depdrtment of Pubiic’Works:

| Aﬁlpresent the Mgrine Divisioh,operates avfleet of
approximately 110 VeSSels~including<dredges,'scows, tugs,‘drili~boa;s
and»ﬁprk boats. = These are éil relatively small vessels. -

_The Department's additional and replacement require-.
. p E : . p . q .

‘ments for the next 10 years have been estimated as follows:

1 - tug o .. 100 T - . § 3,000,000
4 - tugs ' o ‘ 40 GRT . | 1,500,000_
20 - scows . - U ~ 2,000,000
i N sﬁrvey boat i 40" :',' { - - 500,060
Tenders "(stee}l). " | | | L o z',ooo,ooo'_
1 - Adre\dge - - o o 500,000

9,500,000

T




TABLE C-12 :
SUMMARY OF GOVERNMENT REQUIREMENTS

1970 - 1979
TYPE AND NUMBER AND ESTIMATED SIZE . . . . ‘ . NEW _VESSEL REQUIREMENTS
’ ) (GRT)
1970-74 1975-79 Total
Naval: o R
-4 - DDH at 3,000 GRT each ) A o o : 12,000 - _ 12,000
1 - 0SS at 17,500 GRT o ‘ . 17,500 - 17,500
| 29,500 - 29,500
'Department of . Transport: _ , o : ‘
1 - Shallow draft icebreaker at 5,000 GRT : , - 5,000 - 5,000
2 - Polar icebreakers at 24,000 GRT each ' ‘ 48,000 48,000
' ' : ' ‘ 5,000 48,000 53,000
. Energy, Mines and Resources ‘ :
11 - Survey ships total estxmate 13, ,000 GRT ' : . _6,000 7,000 13,000
Department of Public Works: y _ B ‘ ‘
4 - Tugs, total estimate 260 GRT : ’ 130 130 260
Department of Fisheries & Forestry ‘ \ o .
1 - offshore survey vessel estimate 1, 500 GRT B : 1,500 - 1,500
TOTAL 42,130 55,130 97,260

Note: Foregéing does not include smailer craft fd: various departments including:

Approx1mately 20, 36' scows
Approximately 29/33 45'-120° launches patrol boats, etc.
Approximately 5 , 50" - 90' fisheries research boats.
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The-dredge included above has‘been ordered.' with the
txceptlon ol thL one large tug the rtqulremtnts are for small vessels.t

Department of Justlce:

The R.C.M.P. Marine DiuiSion,requirement.for patrol
: vessels du1ln the next lO years is for relatlvely small craft
including lO ‘boats of 45' to 75' long and 3 o’ 5 boats under 451,

All new boats under 75' are expected to be of flbreglass constructlon.

to the Re Co M.P. a vessel of the 200 length range would be required.
However, Coast Guard facllltles might be uSed lnstead..

Deparunent of Fisheries & Forestry:

\The Department of Fisheries and Fisheries"Research
Board estimate their- requlrements for the 1970 l975 perlod as follows:
1 - ZSQf.offfshore vesselAfor Atlantlc o Estr 1,500 GRT-

. Small Craft+
1 - 50' in-shore
- 50' harbour craft
- 80| A NN
-~ 90' trawler/seiner
- occanographlc barge (for Pac1flc)

I

The estunated total cost of the progran is $8.3 mllllon,
'lncludlng the extensive research equlpment whlch Wlll be requlred aboard

the vesselso

Summary of Government Procurement

Table.C—l2 opposite summarizes the'government_procurement

I o “1f. the survelllancc of oft shore 011 drllllng act1v1ty lS delegated

of major vessels as rev1ewed in the precedlng sections. 1In order to

malntaln.a common bas1s of forecasting shlpbulldlng requirements, the

naval and service vessels have been converted to a gross registered ton-
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basis. While this:cpnvchion'has‘been made on the basi§ of ‘the best
available iﬁformation, it is fecogﬁiéed Ehat it-ié“only approximété.
Mofgovgr the measﬁre is impeffect Betause the iaﬁour;éndvmatefial
requifemehts tidlvéd in éoyefnmént:Vessél eonStructiOn are33 |
cbnéiderably_higherAthan_for cargo vééséls of equivalent GRTTrating;:‘
HoweVef, the éfféct'of tﬁiSAon(tﬁe_tbtéi Canadian shiﬁbuilding‘
fo?eéast is sméll becausé total governﬁéntlprocﬁfement oh a GRT basis
during the 1970'; as preséntly.ééthnated'wouid‘be less:than~6% Qf all
éanadign Shipbuilding,'projected prévioﬁsly at 1,538,000:GRf. The -
doilar ﬁaiue'wbuld.be‘consiaerably higher.i

“The govérnment pfocuremenﬁ forecast is probably
conservative for the 1975-79 period because it does ﬁobiprovide for
naval.pfééurément. 'In-addition, a numbér‘oﬁ other.projééts‘now

t

considered to be only possible, such as two replacement weatherships;

have'not been included. a

Fishing Vessel Demand

The Atlantic and Pacific Region pépers provide details

as to the sitﬁation in the fishing industty in each area. The comments

following are a sUmmarizatioh only of the main sources of demand, and .
the forecasts.

Atlantic Region

A The-Atiqntic Region is emerging from a depressed period
due to world oversupply of fish. Limitations as to fish supplies may
be a longer range.problem, as’ some spécies'particulérly haddock already

show signs of depletion. The main sources of demand for new steel
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fishing vessels are as follows:
(a) 'moderate additions to the groundfish-flect'siZG.*

(h). replacement of old and obsoche boats, the obsolete‘
boats belnb older side trawlers.

.(c) the bulld-up of_a.herrlng seining fleet, as tnis_
segment of the industry develops, includes
- replacement of boats returning to the Paclflc
coast when that - afea is re-opened. '
. The forecast for additional vessel reduirements has

beenfbased on the estimated of provincial authorities which, for

the Atlantic Region, are as follows:

_ size No. = _GRT
Steel trawlers & - - . 80-115" . 40 - 14,000
trawler/seiners - 140-160' . 55 30,000

Steel fishing vessel construction'is therefore foreeast at an aVerage

..of 9-10 vessels periannnmvtotalling:4,400 GRT per'annum between-1970

and 1979, . . : o ) :Z :,'
Thls forecast does not. cover wood vessels lncludlng
1n-shore vessels and c1ab and shrnnp draggers which ' range from 45'-

10" in 1ength. “The maJor portion of this demand is in Newfoundland

.where ‘as many as 600 45" 80' 1n—shore boats may be bullt durlng the

1970 s.‘ Thls bullding_depends heaV11y on continuing subsidization
and‘mustAbe regafded’iargely as a.soeioeeconomio measn:e.i.

In other Atlantic areas‘there ate indications.of.
potentlal bulldlng of 30 80 -110", wooden drabgers.' All the wooden

boats would be bullt in small local yards.‘




TABLE C-13

Commexrcial:
Fleet increase
Replacement
Other
Total - GRT
- GRT/annum
Government: :
Naval
- Other
Total - GRT ,
- GRT/annum .
Fishing:.
Total - GRT
7 = GRT/annum
Total - GRT
© = GRT/annum

CANADA

SUMMARY OF SHIPBUILDING FORECASTS

1970 - 1979
1970-74

504,000
297,500.
. 10,000

811,500
162,300

29,500
12,600 -
42,100
8,400

875,600
175,100

1975-79

504,000

297,500
10,000

811,500
162,300

55,200

55,200

11,000 .

22,000
4,400

. 888,700
177,700

Total

1,008,000
595,000

20,000

1,623,000
162,300

29,500

__61,800

97,300
9,700

44,000
4,400

1,764,300
176,400
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,Paei[iciRugion
| whilc the Pacific chion:fisherios-cnjoy sood markets,‘ﬁ
© the growth7ia.1imiteo hy-a 1ack of further‘fish resources,hparticularly'
salmon andhherring. The herrlng fishery is now closcd Lo allow recovery
of Lhe.spec1es. Further uncertainty is created by the Federal
bovernment s attempt to. upgrade the salmon fleet to a better equlpped
Lull thne tishlng operatlon. This has 1nvolved more- strlngent requlre;
‘ ments to quallfy for- 11censes and a gradual upgradlng of performance
standards., |
.The potential market for nem steel boats is eXpected.to

_cmne»fran the following sourcee.‘ N S .

:(a). The upgladlnb oL sthlng operatlons into.year-round operations

using 110-120"' boats useable as a combination of halibut

llshlng, herling seining, groundflsh trawling and as salmon -
packcrs :

(b) - conetructlon and 1e—eou1pp1ug of new: saimon boat by surv1v1ng
license holders.~"

At present the majority of the Pacific'Region fiehing‘.
~hoats.arefre1atively smallg'woodenaveSsele; These will prohabiy be
continued to be built hybthe small yards. :HOWerer, there are major
uncertainties as to when the overail upgradingyof the fieet into .
Larger steel boats wiii occur,-and therefore,no:reasonahle foreCast
of fishing_boat constroction can be made for the Region. While.
it-is:probable_that someiboats_Will be,built,theitotal tonnage‘in:
‘any year wiil be emall in relation‘to building for commercial demana:
‘and hae been ignored in the forecasta.x |

Summary of Shlpbulldlng Forecasts

. Table C-13 summarlzes the total forecast 1970~1979

shipbuilding requirements,for the commercial, government and flshing




TABLE C-14
SUMMARY OF CANADIAN SHIPBUILDING ACTIVITY

1958 - 1969
(000 GRT delivered)

1958 1959 1960 1961 1962 1963 1964 1965 1966l' 1967 1968 1969 ~ Total

Federal Government:

Naval 3.2 1L.5 - .1 4.0 22.8 7.2 - .5 - 0.2 17.8
Other - _1.2 13.1 _9.0 _9.7 _4.2 _6.3 _0.9 _6.8 '_8.0 19.7 25.9 22.7 |
Total . 4.4 246 9.0 9.8 8,2 29.1 8.1 _6.8 _8.,5 19.7 26.1 40.5 ._ 194.8
Cargo: ' : -
Dry cargo. 66.3 21.5 79.3 64.5 63.3 109.1 52.1 150.1 = 80.6 97.2 110.2 46.5
Tankers 7.8 26.9 _27.0 6.3 25.1 __4.9 .89 _ 7.1 _ - 4.7 - 34.6 |
Total 74.1 48.4 106.3 70.8 88.4 114.0 61.0 157.2 _80.6 101.9 110.2 81.1 1,113.9.
Other Commercial: |
- Ferries 0.8 - 3.9 0.6 7.2 2.0 2.8 1.4 - - 2.8 2.0
Barges 9.4 8.1 18.1 19.2 28.9 31.9 18.6 48.7 32.1 48.0 28.6 72.8
Tugs 0.3 0.1 0.3 - 04 1.5 0.2 0.,6° 1.1 0.6 0.3 3.5
© Misc. (1) 0.2 0.3 _0.4 - 2.0 _0.4 38.7 0.2 21.7 _1.3 _0.3- 1.1
Total 107 8.5 22.7 19.8 38.5 35.8 60.3 50.9 54.9 49.9 32.0 79.4 __453.4
Fishing Vessels 1.6 0.1 _ - ~ 0.1 _0:4 2.1 _3.8 _3.4 7.3 23.6 _8.5 _2.6 53.5
TOTAL _ 90.8 81.6 138.0 100.5 135.5 181.0 133.2 218,3 151.3 1951 176.8 203.6 1.815.6°

Source: Questionnairé to yards & DBS.

(1) Majof items consist of océan-going cargo/tankers (1964 & 1966) and fleating dock (1966).
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*sectors as discussed in the precedlng sections.

. The table forecasts toLal constructlon of 1, 764 300 GRT,

at an average annual rate of'about 176,400 GRT.

Table C-14 shows. the dellverles by Canadian shipyards
in the period 1958-1969 The follow1ng table compares the dverage’
-annual - shipbulldlng bétween the 1958—1969 and the forecast for the
1970-1979 period. | B

'1958-69 . o 1970-79

GRTo _ GRT/annum o GRT/annum %
Cargo and other . o R R
Commercial ' 1,567,300 130,600 - 162,300 |
Government . 194,800 - '16,2003 - 9,700 L T
Fishing . . - 53,500 4,600 4,400 | ﬁ
1,815,600 151,400 176,400

: It should be noted that the forecast.islfor total i
Canadian'flag demand. Imports of vessels between 1958 and 1969 would
haVe to be added to Cﬂnadlan productlon, to arrive at the market
demand durlng that perlod. Imports of new vessels (1nc1ud1ng ma jor-
conversions) totalled approximately 120, 000 GRT, or an average of
about 10,000 GRT per year. 1)

.On this basis"the forecast calls for anerage;new vesse1:
demand during the_i970's{to be a little greater than in the‘

1960's. There will however be a change in the mix of vessels

(1) In addition, 245,000 GRT of used inland ships were transferred
to Canadian registry in 1965 and 1966. These were, however,
mainly in Canadlan service prior to the transfer, S0 that
they are not counted as fleet additions.




TABLE C-15

SUMMARY OF FORECAST INTERNATIONAL OCEAN-GOING TRAFFIC

1970, 1975 & 1980

1967 1970 . 1975 1980
. (actual) . o
Pacific Region
Cargo tons (millions) 21.9 ~ 31.8 43.0 - 49.9
. Vessel traffic*(million NRT) 54.8- . 80.0 ' 108.0 . 125.0
Atlantic Region
Cargo tons (millioms) . . 54.8 60.3 69.4 l - 79,2
Vessel traffic * (million NRT) 78.5 86.7 99.2 ' 113.0
.Great Lakes & St. ILawrence
Cargo tons (millions) - ‘ 3.4 3.7 3.8 3.9
" Vessel traffic % (million NRT) 2.4 2.6 2.7 2.8
" "TOTAL . |
Cargo tons (millioms) - 80,1  96.3 111.6 | 133.0

Vessel traffic * (million NRT) 135.7 - 169.3 o - 209.9 . 240.8

* arrivals and departures.
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produccd.‘~00vernmént pfocurmnent accdunted»for 11% of all vessel
| .

'dcllverlcs betwecn 1958 and 1969 but are forecast to total only 6%

of dellverles during the 1970 s, Barges accounted for approxnnately

fl9% of - past output, but are expected to exceed 304 of all tonnage

delrvered durrng the l970's. -

‘International Trade‘

The - precedrng sectlons have 1ncluded forecasts -of shrp

demand . from the Canadlan flag fleet whrch w1ll be requlred to. carry

'coastal trade and that portron of 1nternatronal trade Whlch Canad1an_~

flag,vessels can reasonably expect to carry durlng the’l97OTs, For'
off;Shore‘international trades,cargo tonnages have'beenbforeCast and -
vessel moVement relationships to these cargoes have»been EStablishedo

Table c-15 shows the. forecasts of ocean-g01ng trafflc :

S in net reglstered tons of. arrlvals and departures, by Reglons and for

Canada. The total traffrc 1s forecast to 1ncrease from 135 7 mllllon'
NRT in 1967 to 241 mllllon NRT in 1980 This-forecast has value as~
a broad lndlcator of vessel trafflc and’ potentlal repalr requrrements.

The actual numbers of. arrlvals and departures is. not expected to grow

proportlonately w1th tonnage, as the average size of vessel Wlll

1ncrease. o

‘TIOther‘Major'Demand Potentlal

. The precedrng forecasts of the demand for shlps frmn o
the Canadlan market 1.ncluded only demand from the commerc:.al s govern-‘

ment and flshrng sectors whrch could be reasonably forecast fran trends

or developments rn the trades, or on the basrs of longer term plans as
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ih rhe case ofrgovermnent.requirements;' It dio not include areas of
posslhlo dunano which are difficult_ho-forecasf.with reasonable accuracy
or.whieh.reqnire skills aoditional to those‘lnpolved up to now in |
conventlonal shipbuilding. The two areas of major demand porential
falling'within these definitions:arise from off-shore oil exploration

and‘production, and Northern and Arctic resource developnenta

Oft shore_ 011 Exploratlon and Productlon »

" The world is now undergolng a boom in off- shore oll
drilling, made possible by the ‘development of mobile rigs and pronipted

by the fact that many of. the potentiel producing. areas are close to

'their-ultimate markets; ‘Canhada is sharing in this activity as drilling

is either planned or underway off the Pacific}fAtlantiovend Arctic
coasts and in the inland waters.
~ The type of floating equipmenf reqnired depends on the

phase of the development, whether it is exploration or production,

_The_requirements'of the.exploration phase include:

Geophysical vessels to explore ocean floor geology and determine
_drilling s1tes.

‘Drilling vessels or - rlgs from whlch the exploratlon hole is .
~drilled. . :

Support vessels including tugs to’ move and position rigs,
supply boats for bringing in materlals, crew boats to
transport personnel.

AN

" If the exploration is suecessful,'and the well.enters
the‘productlon phase, the follow1ng vessels are requlred
Productlon platfonns (1f permanent surface structures ere used)
Constluctlon vessels, including crane and pipe laylng barges'and

surface support vessels for constructlng plpellnes, or storage
and mooring fac111t1es.
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 The foregoing is only a general indication of the
vessel requirements. There are for déxample a variety of drilling . -

Fig types . raiging in eoetlfrun'$2 to‘Slﬁ'milqun cach.. ~Support

:

vessel requirements'depend.on ldcallconditionsl -

The 1onger term demand for exploration and productlon

‘oqulpment for Canadlan off-shore waters (1nc1ud1ng PalelC, Arcticf

\

'hnd Atlantlc) w1ll depcnd lalgely on the success of the exploratlon

effor In thL lnltlal phase Whlch w111 last to 1972 or 1973 abOut

12 survey vessels, 7 drllllng rlgs and posslbly 18 support vesSels may

be employed ln Canadlan waters. These‘could be<increaSed:several.tynes-rf

~if a Slgnlflcant dlscovery spurs 1ncreased exploratlon act1v1ty.

D1scourag1ng exploratlon results could reduce work to the leVel where

:ex1st1ng equlpment could handle the reduced level of act1v1ty.

B The uncertalntles in the demand sltuation make 1t Very

dlfflcult to be at all preclse regarding future requlrements for

off—shore drllllng equlpment and support vessels. ,Thls whole matter
is belng assessed in detail by the Canadian Transport Commlsslon im.
its lnqulry respectlno the coastlng trade of Canada and related‘marlne
act1V1ty;‘and it is. ant1c1pated that the results‘of 1ts 1nVest1gat10nsf‘
will be a more complete and thorough statement of p0551b1e demand than
has been avallable hltherto.'ﬁ_ | | E | R

| POllCles adopted on the coastlng laws for th1s class

of equlpment 1n off—shore act1V1ty, followlng the Commlsslon s report,

B

w1ll be a most 1mportant detennlnant of the ablllty of Canadlan yards

to competc in these new- markets. They have commenced the constructlon'
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of drilling rigs, but since. the supply of’rigs,;support craft and

services is open to world competition, Canadian yards are in an

, unfavourable;supply position if present'legislation‘is not -changed.

Northern Resource Development

The Northern and Arctic areas of Canada are generally
geologlcally favourable to the ‘presence of petroleum andlnlneral

depos1ts. Intensive exploratlon act1v1ty, although rece1v1ng w1de

~publicity, is only beglnnlng. Desplte the fact that high exploratlon,

operatlng and transport costs w1ll requlre that the d1scover1es be of
exceptlonal quality to be commerclally exp101table, it is reasonable

to - expect that a number of major developments will be in. productlon

or under way durlng the l970‘s. The beSt hmnediate prospects would appeari'

to be oil discoveries in the Mackenzie Delta and the Arctic islands, and

" the known' irou ore deposits on Baffin Island. ‘Other mineral deposits

offer the main potential for later development, the main'possibilities,'

.as,outlined for the Cmmnittee;by the Department”of Indian»Affairsf

and Northern Development, belng 1ron ore at Snake Rlver, copper at

Coppermlne, lead and zinc at Strathcona Sound, and sulphur in the Queen

.Ellzabeth Islands.

~The sh1p requlrements for Northern resource development
include the following'

Supply vessels. for. the exploratlon ‘and development phase, 1nclud1ng
lighters, barges and tugso. -

Bulk cargo vessels, 1nclud1ng large tankers, all ice strengthened : |
- and speclally powered for Arctic operatlon.__ . o o - ' |

Tugs, malnly large powerful types to aSSlSt in docklng bulle cargo-
vessels and provide local ice breaking services.
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th>included in the foregoing are additional polar type
ice breakers which might be required from the Federal Government if
large scale-develdpnent 0ccurs;:

Any forecast of ship demand is obv10usly nnpOSSLble as'

- the rate of mlneral and. petroleum dlscovery and development cannot be

pred;cted. The nnpllcatlons of such new shlpplng demands to the

Canadian shipbuilding'industry will depend in large part_on the

ultimate destination of the resources. .At present, it appears that some

" of the o0il and most of the iron ore andhother minerals would be marketed -

in Europe and the transpottation'WOuld constitute international»shipping.

'However, oil destined_fOr.Canadaonuld“donstitute’coéstal"shipping.

The status of local supphrt vessels will depend on coastal law pdlicy.m

. Summary ;

_The absence of any firm forecast or estimate of ‘Canadian
demand for ships and'Shipping services for off-shore oil eiplbration and

development,.and Northern resource development, should not be construed

~as implying scepticism regarding the demand potential. Thete is little

doubt that this potential is great but‘the rate of resource.discovery .

' and development cannot be predlcted, partlcularly w1th1n the relatlvely, E

‘short 10 year forecast period. Thls potentlal is addltlonal ‘to the

gommercial and_government demand“forecastsicovered in the preceding
sections,.
The effect of this potentlal demand on . the Canadlan ship-

bulldlng 1ndustry depends largely on Federal Government policy rebardlng

thejenforcement of Arctic sovereignty and the aPPl}catlon of the eoastlng
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laws to off-shore activity. At the‘least,-the‘servicing and repair'of

Arctic development vegsels should be a source of activity for the

. marine industry even if there is no major direct participation in .

the Arctic by Canadian built and registered ships. 'fhe shipbuilding
and shipping industries would:have to ekpand their range of skills

to take the maximum advantage of the new potential but there is no

.doubt that this can  be accomplished to cover a large part of such

a camnithnent.

Demand For Repair-Services

In the years 1958 to l967, repair actiVity constituted
between 19% and 33% of the value of the total actiVity of the Canadian
shipbuilding and repairiindustry. Repair activity was stable in
1958-63 at $40- 5 million per year, ‘ubsequently rose to $64 million
in 1967, and the preliminary value reported for l968 is $59 mllllono
In recent years, repairs have accounted for Just over. 20% of total |
industry activity,

Information as to the composition and regional -distri-

- bution of the industry's repair_activities is‘lﬁnited."D.B.SQ’publishes

only a national total-for repairs withouttany breakdownvof-regional.‘
activity or dature of work performed. ~An attempﬁ‘was made to obtain
more.information on repair activity by duestionnaire. l{oweverj the

questionnaire yard~population was not representative'oflthe industry

in this respect sincevquestionnaires were sent to yards mainly

engaged in building and carrying on repairs was a lesser activity. This =

is pointed ‘up by the fact ;that while questionnaire yards accounted for




TABLE C-16

CANADA & REGIONS

REPAIR WORK DONE BY‘QUESTIONNAIRE YARDS

(AVERAGE 1958-1969)

. Regions
Canada Atlantic St. Lawrence Great Lakes - Pacific

Value of repairs to , : - :

all work - % . 16 28 ' 10 ‘ 11 25
Value of damage repairs ] : . :

to all repair work - % 21 5 15 o 45 .26
Repaifs»to Canadian flag S

vessels to all repairs - % 73 - 86 55 95 60

"Source: Questionnaire to Yards
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‘OOwQJ/ of new Buildiny~activity,'the totaL.valucfof‘repair work ,

roportcd hy Lho qUDSLlUnﬂdlLL ya1ds ‘was only about one—halj ot N

311 thc rcpairs done hy.the~industry. Fﬂrthermore,:repairs

: constltuttd only about 15% of total act1v1ty in- questlonnalre yards ’
. as’ compared w1th 597 of total act1v1ty in non-questlonnalre
‘iestabllshments.;J'

hecognlzlng both the 11mltat10nS of the quastlonnalre

sample and the £act that some degree of estnnatlon underlles the

data, Table C-16 summarlzes the ba51c characterlstlcs of repalr

: act1Vrty and the repalr market in Canadaaandathe Regrons‘experlenced'"
by questionnaire}yards;w}The'main observationS'are simmarized as -

follows:

Atlantlc Reglon

Repalrs account for the hlghest proportlon of total yard
~activity for any- Reglon in Canada, at 28% being sllghtly
hlgher than the 25% experienced -in the Paclflc Region.
A'very large portlon of the work, 86%, is on vessels.of
Canadian reglstry, ‘and only. 15% of all work is. damage A
- repair. . The major portion of the. Atlantlc Region reparrv
. ‘market is' therefore regular malntenance on Canadlan o

' -flag vessels. - :

St.,Lawrence:

Repalr act1v1ty in thlS Reglon constltutes only 10% of all '
-work, the smallest proportion of all: Reglons. Damage-;-gw
repairs; at 15% of all repairs, have also béen. o

- relatively small, but a. relatlvely high proportlon of

‘ all repalr work, 45% has been done on forelgn shlps.»

Great Lakes*»

Repalr act1v1ty at 11% lS a relatlvely Small proportlon of\v“'
total work, Moreover, ahnost one~half of. thlS work is .~

‘fdanage repair, and almost all (95%) ~of "the worle is ‘done

" on'Canadian vessels. - To a greater extent than in other
Reglon,'the Great Lakes repalr fac111t1es exist as an.
emergency repalr operatlon for the Canadlan fleet. '
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Pacific:
Repairs constitute a relatively high proportion of total work

(257). Damage repairs, at 26% of all work, are exceeded

only by the Great Lakes. Only 60% of the total repair work
is done on Canadian vessels so that the foreign vessel repair
market is important to the Region.

The available data.shows that a very substantial repair
cnpability exists apart from the basic shipbuilding activity which
provides the skilled labour facilities and flexibility required for
major repair_services. Since the questionnaire ydrds account for 90-95%
of Canadian shipbuilding activity, then 50% of all repair work was
clearly independent of any substantial shipbuilding operation.

While it may be suggested that major repairs>were done and could only
be done at the larger yafds,'the practice is that many smaller

establishments can provide substantial repair services afloat.

Repair Forecasts

‘The demand for repair services derives from the
following sources :

a) repair on an emergency basis and refit of Canadian flag
vessels on a regular basis, particularly for the inland
and coastal fleets

b) repair and refit of government naval and service vessels
on a revular basis (with some of this work captlve to
government facllltles)

¢) repalr on an emergency basis and some refit of forelgn
flag vessels recognizing that they usually obtain major
maintenance in home countries.

Ideally, it would be desirable ‘to forecast total

repairs as the total'of the forecasts for each of the above demand

sources. In reverse order, repairs for foreign flag vessels would
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bu dcrchd from trade projections and the emergency répair

experience of questionnaire yards. Government and commercial

‘repair demands could be related to the size, age and composition -

_ of the fleets. As indicated previously, the iack of data on_fhe

composition of past repair activity dbes not éllow this type -of
comérehensi&e‘fofecasf; - | | . |

The bﬁréoée bf”fhe projection in this forecast is
ohiy.to inaicate the épﬁquﬁﬁate magnitude 6£,repair aétivity thaﬁ
will;bevadditional to‘basic hew‘construction activity for Canadian
ya;ds in future yeafs. For.ﬁhis 1ﬁnited purp6$e, ﬁhe forecast is
madé based on tﬁe relgtionship between reﬁéir'ﬁolumé aqa fleet size.
Tﬁe following'table.showé.this relétionéhip,.including oniy commgréial
vessgls'bf 1,000 GRT and over., .

.-Canadian.Flag

Repairs: . : © Fleet Size (1,000 GRT+)
8 "Index o 000 - . Index
Millions 1958 = 100 GRT - 1958 = 100
1967 $ 64 145 1,918 156
1966 56 127 5 - 1,761 143
1965 57 130 1,460 © - 119 -
1964 47 - 107 _ 1,441 117
1963, = 44 ~ 100 ‘ 1,372 Co11L
1962 - 37 ' 85 - 1,325 108
1961 45 102 © 1,307 106
1960 45 - 102 o . 1,257 o102
1959 . 45 ~ - 102 S 1,227 ' 100

1958 uh | . 1,229 100

Sources: DBS Shipbuilding & Repair Industry
A relatidnship.between repalr activity and'fleet_éize~
is only approximate, but the estimated future repair activity. based on

this relationship is as follows:
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Fleet Size - . Repalrs . -
000 _(GRT) W S'million/annum .
1980. - 2,632 - .8 94
1975 o 2,403 - 11
1970 ~ .. 2,020. T2
1967- ... L9118 . - S 1A
'*1958 A 1,229 S ks

* 1, OOO GRT and over
Fhls lS an aggregate forecast of potentlal demand for_
repairs in Canadlan yards;‘ ‘Within the total thexe w111 be an .f

lncreascd nted for: rtpalrs to larger—81zed ShlPS, lncludlng bulk

, carrlers of 300 000 DWT or more. The largest existlng,fac1l1tles.on‘
‘the Atlantlc and the: Pacltlc coasts and in- the St derence reglon

" can uow only dry—dock vessels up to 85 000 - 100 000 DWT

MaJor tonvexslonsA

MaJor converslon work LS lncluded as new constructlon

,act1v1ty ln DBS lndustry statlstlcs, but in the statlstlcs obtalned

‘frqu:questionnalre yards oonversions wererinoluded“lno"other” work.
!Potential oonrersion»opportnnitiesfhave‘not7been
-inclndedﬁin-the foreeasts becausevof\unoertalnty;as.to‘size‘and tﬁning.«
Some major pOSSlbllLtleS are : - |
- Len"thenlng as many as 8 ferrles in tne PaCLfic heﬂlon to “
prOVlde lncreased'capaCLty to.meet trafllc Urowth
_l'upgrading and modernlzlngilnland bnlk earrlersxllneluding~’
| contersions to Self«unloaders‘ |

o The foregoing examples are noL lntended to be all

.lnclusLVe but represent only ‘the main . foreseeable prospects.
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' CHAPTER V

THE SUPPLY POSTTION OF 'THE SHIPBUTLDING INDUSTRY

" Introduction

In assessing the. supply position of thg.Caﬁadiaﬁ

shipbuilding andfship repaif‘iddustry;_it is desirable to examine

'the'fbllowing éspects:

- the level and composition of éctiﬁity
'.;f'tﬁe_éconoﬁic_resOurces‘uséd.
;— _the facilities.and meﬁhods émpipyed.
_.:the.iqdqétry's rglgﬁiQe d&npe;itiVeneSé
. Thesé.méttéfs afe discﬁéééd‘ﬁeloﬁ fdg Canada as a

whole and for~regioﬁs in later sections of the report. As a

preamble; however; it is necessary to refer to certain procedures

adopted regarding statistits on: the industry.
- The Daniniﬁn Bureau of Statistics classified 74

establishments as_béing'in the-Canadianlshipbuilding_and repair

" industry in 1967, with a value of output in that year of $286

million.

. The bulkfof the activity and output\is in the larger

. yards, the\DstS. dataﬁbéing as follows for 1967 (although iﬁ should

be‘noted that 2 Qf‘thé larger yards clo§éd sﬁbsequent_to 1967):.

-.uNumber.of; . Numbey of "Value of

Establishments . Production Workers - Output
No. ’ , .No. R $ Million
Esﬁablishments
with output:

Less than $1 million 4l S 1,126 © s 16
§ 1= 5million .- = .21 2,067 34
‘Over § 5 million . - 12 12,210 236
- Total . % 15,4037 5 286
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‘A large number- of the smaller yards are builders -and

_repairers ol small craft only, and-their opeératiorns are not germanc

‘to the COmmittee's-termséof reférenee. However;:a consequent,statistiCal

i

lnnlLaLlon is that the number of medlum—slzed and lalgel yards is too

fow EOr D.B.S§ to prov1de staLled regional break-downs whlle malntalnlng

confidentiality.

‘ Sincefthe'Department‘ofalndustry, Trade*and Commerce»also
restliotcd the det aLl of - the 1nionnat10n 1t could supply trom 1ts,‘

rucords, tbe CommltLee was obllged to dpproach a sample of- the yards in

* Ganada for detalled rniormatron by questronnalre and by personal v1s1t.

1The yards selected for survey were‘those which'had rece1ved‘$lQ0,QOO or;

more in construction subsidy in recent years, this being taken as evidence

of suostantial buildingﬂoperatiOus of larger-sized vessels.

Excelleutieo;ooeratioh was:extended by‘the'yards tuat were
approacheo5 and qucstlonnalre responses‘were received from 22 yards that
Had a £o£31 Value‘of work‘pprformed 1nvl967 of $233‘mllliou._ The. otber
20% or SO of tOtdl industry output lS ‘made up oE

- the output of the numerous. smaller yardsk

- The output of the two 1arger yards. whlch have closed since 1967
Apart. from these, all the yards with output over $5 mllllon
replled to the questlonnalre.-~ : ~ .

The questionnaire data Whiehiis4utilizediiu rhis'reporr
thus‘refers.to yards thaﬁswéfg_apéfat;hg at the euo of.i969‘aud rﬁat.are
esthnateo to Bave produced in:excess of 90% of the‘industry'sutotal ouﬁput:

in that year. The comp031t10n of the questlonnaLrL yards 1nd1cates that Lhe

‘ questlonnalre data repreSent not fal short of. 100% of the new constructlon"




- TABLE C-17
‘ CANADA ‘
ACTIVITY IN THE SHIPBUILDING

AND REPAIR INDUSTRY, BY CATEGORY

Value of Value of New = - Value of Value of

ALl Work Construction Repair Conversions arid
Performed - Work - " Work . Industrial work
§ Million $ Million $ Million $ Million

Questionnaire Yards
(not the total Indus;_x)

1969 Est.. . & 233 s 132 s 32 5 69

1968 o 240 141 39 60
1967 . : 233 - 146 .32 .55,
1966 235 112 35 88
All Yards . o :
1968 Prelnn . 264 154 59 ; 51
1967 287 161 ‘ 64 - 62 .
11966 , 294 . 139 .56 99
1965 o - 275. 130 57 T 87
1964 234 , 126 . 47 , 61
1963 - h . 209 130 44 35
1962 . 172 - 103 37 - 33
1961 . o 138 ‘ 63 - .45 1
1960 ‘ 148 .70 45 34

1959 144 ) Cas 27
1958 4 - 150 -7 44 28

Per Cent Per Cent Per Cent Per Cent
Questionnaire Yards C ' ‘ ’ :
(not the total Industry)

1969 Est 1007 ¢ 56% 14, - 30%

1968 ‘ 100 . 59 16 25 .

1967 . . 100 _ 62 o 14 24
1966 100 ' 47 15 38
All Yards - : : ‘ , ,
1968 Prelim 100% . 1 58%- ‘ 22% S 20%
1967 © .~ 100 .56 . 22 ' . 22
1966 = : 00 - 47 19 " 34
1965 - ;100 48 20 3L
1964 : L 100 54 . . 20 . 26
1963 ' - 100 , 62 21 17
1962 o 100 60 21 - 19
1961 - 100 o 45 - . 33 : © 22
1960 . ' .. - o0 - 47 . - 31 S22
1959 j : 100 . 49 . 3L 20
1958 , .-+ 100 52 29 19 -

Sources: L. Questlonna11c to Yards LepresenLlng 80% of the value of worl
‘ - performed by all yards.

D.B.S.,'Shipbuilding and Re?dir Industry.

o

Notes : L. The value of all work pclfonncd corrcsponda to the J ) b S. vaLug
of shipments ol goods of all manufacture.

2. D.B.S. data include reéconditioning and conversion with new
construction. The questionnaire data group LOCOHdlLLOn]nb

and conversion w1th lndustrlal work
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activity 'in 1969 and over 80% of the combined total of conversions

“and industrial work. . Quéstionnaire data are less representative,

however, ‘of the repalr operatlons by the lndustry, accounting for

perhaps one= half of the total°

The lnformatlon obtalned fran analysls of the

' questionnaires provides-a mostvuseful supplement to the primary

source data from D.B.S.: It might be mentioned that there are other’

'sources of‘statistics.for the shipbuilding industry in Canada e;g;‘
‘the_former Canadian Maritinc Commission'and the Canadian Shipbuilding
,and“Ship;ﬁepairing-Ass0ciation. Data from_tnese sources,have‘been
.used“only to a very iimited extent, sincc several séts of~data.prepared.

‘on different basesrofvdefinition are more likely to confuse than to

assist the analysis. All data are clearly identified’asvto_source.

. The Level and Composition
of Activity in the Industry

Production activity in the Shipbuilding and Repair

industry comprises the cbnstruction of new ships, reconditioning and

-‘converslon of exlstlng shlps, Shlp repalrlng, and manufacture of

fabricated lndustrlal. produCts (lncludlng hydro e1ectr1c and nuclear
plant equlpment, penstocks,_tanks, gates, subway cars,. furnaces,
frelght cars, pulp and paper yachrnery, pressure vessels, structural
steei, misceilaneous macninery‘and items;producedtunder defence sharing
’arrangements)}-

Ali Activities

"Tabie CfI7.shows the level and trend_of'the value of work =

performed in total and_by category since‘1958, This year wds chosen as
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.thcfhuSc year einee rt;predateshboth‘the‘Stf.Lawrence Seaway
(dpunnd'in 1:959) nnd_the_shipbnilding snbéidjas introd'uced:i-nt
1961.:_Data.are‘shonn for:alllyards_untrl'l968, the last year.for
which D;B.é; provides‘information. To give a more recent‘View;
data .are aleo shown‘fortthe'QueStionnaire yvards which conprised the
:samole drawn>froh eome.of the mediun:and ail the larger yards.that(
were operatlng at the end of 1969. Such yards gave prelﬁminary
estnnates of thelr act1v1ty for all of 1969, along with actual data»‘
for prior years. A relat1Vely minor dlfference in the D.B.S. and
questionnaire data for<categories of aetivity isldescrihed~in the
footnote to the Table.i- | |
Looklng flrst at the trend in developments, total
actiﬁitj»was‘decllnlng at. the beglnnlng of the 1960 s until changed
trading-conditions and,the introduction‘ot.Subsidy gave a stimulus
to mnew construction.in Canada; Total aCtinity expanded strongly
throogh:thevnid'1960'3‘onderathe"influence of buoyant econonic and
market circumstances.and.reached a peak inrl966.s There has suhf_
Sequently been a deciine‘in the.value:of induétry activity which ish
not revealed by the 1966—69 data for the questlonnalre yards (thls
data does not 1nclude tne operatlons of the yards active. 1n 1966 and
© 1967 which were subsequently closed).
| By category of actiVity, new construction reached'its
peak in 1967 but - has faLlen off sinoe, the extent of the_decline o
being somewhat greater.than indieateddby the data because»yards_now

~ closed were building in earlier years. The value of repairs was



QUJtL sLablc in 1958 64, increaSCd'substantiullyvafter that, and

.nppartntly has tonLJnucd at’ thlq hlbher lLVOl 1tccntly. "The-amountyvf
of other work (industrial activitinn the D.B.So datagylndustrial

- and convcrslon work 1n the questlonnalre data) grew slowly in-

1958-63, expanded very substantlally in 1965 and 1966 and then »
decllned to 1eve1s whlch contlnue, however, to be more than double

those of the early 1960 S.

As the lnformatlon in the bottom half of Table C—17

"shows, new constructlon has been between 45% and 62% of total
activity in all the. yards durlng the perlod the proport;ons for'thet;y L

‘.iquestlonnalle yards bLlnb gencrally hlgher. AAlthough‘repairsﬁio‘

lncreased substantlally in dollar value; they.declinedtin imPOrtance~

"from’onggthird,of total work at the beginning of'tbe;‘GO“s to about

209 at the end ( tbis‘proportion being_some‘lSZ'for.the Questionnaire

yards).. Otber‘work:(including conversions and‘industrial\activity),"
has.been generally been around 20% of~tota15activity in all the yards &

(apart trom the exceptlonal years 1965 and 1966) The-questionnairer

yards accounted f01 a hlgh proportlon of thls industrlal act1v1ty,.

which thus bulks more. heav1ly in thelr total act1v1ty (one-quarter to
ont—thlrd). It mlght bc noted that well over 75% of the” lndustrlal'
act1v1ty in the shrpbumldlng lndustry is carrled out by two ‘companies
in the St. Lawrcnce reglon, uSLng speclal facllltles that are to a
large extent separatelfrom thelr:shlpbualdlng and.repalrlng-operatlons;é
In summary, the pattern ‘of act1v1ty in recent years:.

has been abouL as folloWS _



TABLE C-18

CANADA

THE IMPORTANCE OF FEDERAI, GOVERNMENT
PROCUREMENT IN NEW CONSTRUCTION ACTIVITY

New Construction for ‘Federal

All New Federal Government - Government as % of Total
Construction Naval Civilian Total Naval Civilian Total
s 5 5 5 % % Y
Million Million Million Million

1969 Est. $ 132.1 $21.2 $21.9.  $ 43,1 16% 17% 33%
1968 141.4 24,4 30.3 54.7 17 21 38
1967 145.7 10.6 26.6 37.2 7 18 25
1966 111.8 1.9 'A39.0 40.9 2 35 , 37
1965 130.4 2.2 25.6 27.8 2 20 : 22
1964 92.2 9.8 12.6 22.4 11 14 25
1963 - 91.2 18.3 - 11.4 29.7 20 13 33
1962 98.8 : 29.5 13.8 43.3 30 14 44
1961 66.4 : 16.4 10.0 26.4 25 15 40
1960 ’ 61.0 9.1 10.9 20.0 15 18 33
1959 60.3 11.5 19.9 31.4 19 - 33 52
1958 63.6 20.3 9.2 29.5 32 14 46
Source: Questionnairé to Yards.




- TABLE C-19
CANADA
NEW CONSTRUCTION ACTIVITY °
(EXCLUDING -GOVERNMENT PROCUREMENT)
o : . Total
;LNJ@AKV gAll New : Dry , _ Fishing Non-~
ﬂ;ﬁ Construction Cargo . Tankers Ferries Vessels Barges Tugs Other Gover
{ 5 $ $ 3 $ 5 $ $ $
Million Million Million Million Million Million Million Million Mill
1969 Est. $ 132.1 $ 15.9 §$ 20.5 $ 6.7 $ 6.2 $ 15.6 §$ 10.0 $ 14.1 - § 8¢
1968 141.4 47.4 9.0 1.5 14.9 8.6 2.0 © 3.5 76
1967 .. 145.7 . 48.7 1.8~ - 8.4 38.7 8.0 0.7 2.3 108
1966 111.8 . 30.2 1.8 - 3.5 25.0 8.2 1.9 0.4 71
1965 130.4 77.6 4.6 2.0 - 8.7 7.3 2.5 0.2 102
1964 92,2 38.9 9.4 4.2 - 6.5 5.1 1.1 4.7 69
1963 91.2 29.7 11.8 1.8 7.1 6.6 2.3 2.6 61
1962 "~ 98.8 32.8 7.6 2.3 3.1 6.0 3.7 - 55
1961 66.4 26.9 4.4 4.7 0.3 3.4 - - 39
1960 61.0 31.6 3.5 2.3 . 1.1 2.5 - - 41
1959 60.3 - 15.0 10.0 1.9 - 1.6 0.3 - 28
1958 63.6 21.7 8.3 0.5 1.2 1.9 0.5 - 34
Per ~ Per Per Per Per Per Per Per Per
Cent Cent Cent Cent Cent  Cent  Cent Cent. _Cent
1969 Est. -100% 127 15% 5% 5% - 12% 8% 10% 677
1968 100 34 ' 6 1 11 - 6 1 2 62
1967 100 33 - 1 6 27 -5 - 2 75
1966 100 27 2 3 22 7 2 - 63
1965 100 - 60 -3 2 7 6 1 - 78
1964 , 100 42 - 10 5 7 . 6 1 5 75
- 1963 100 33 13 2 8 7. -3 3 67 -
1962 - 100 : 33 . 8 2 3 6 4 - 56
1961 100 .41 7 7 - 5 - - 60
- 1960 100 52 6 4 2 4 - - 67
- 1959 100 25 . 17 3 - 3 - - 48
© 1958 100 34 13 1 2 3 1 - 54
Source: Questionnaire to Yards.
Note: Total may not add due to rOundipg,

4

o
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New = N '.~ . - Other
_ Construction Repairs - Work
 Allyards - 50 - 60% 20%0 25y
Questionnaire yards 'f 50 - 60% : - 15% 30%

Clearly, new constructlon has been the prime act1v1ty
of the lndustry in Canada, and since the sources of demand for new

constructlon are of paramount importance to the 1ndustry, they are

'examined.next, in detail.

New Construction

Informatiou has not hitherto been'available on the

compOSLtlon of the 1ndustry 5 annual constructlon programme by type

of vessel‘or source of work.‘ DeBeS. publlshes 1nformatlon on dellverles

"of only certain classes of vessels,'and makesla work-in process .
"adjustment only for total construction. Information on the size of

. specific government or non-government contracts~is”generally known

in thehtrade, but their impact in summary»form>in terms of annual
yard activity is not. .

To improve on this situation, the questionnaire to yards

Vasked”specifically for new construction activity by type of work, and
~the,summary’of responses is shown in Tables C-18 and,C-19;f Even

»thoughfthe data do not include all smaller Yards, nor the-larger yards

which ceased to operate before the eud of~l969 fthey are still most
useful for analyZLng the varled structure of the work performed by
the lndustry. It should be noted that the dollar values refer to

value of work performed durlng 1nd1v1dual years,vand not to values

of dellverles.
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.‘, The great slgniflcance for the’lndustry or Federel
bovermnenL procurement programmee may be seen from Table.C-lB, over
thc whole pcrlod 1958-69 it averaged just over one~third of total new
construction actlvlty,. Actlvlty_from naval demend.squrces talled cff.
in the mid.GO's\after'completion of earlier programmes;lrecently it |
increased again with the hellcopter destroyer and operatlonal support
‘1shlp contracts, though not. to former levels and in a llmlted number’
of yards. | |

| Procurement by civilianjFederal‘chernment.departmente

has been fairly'eteady in'reletiOn to»totel actlvity (except'fcrvthe
years l959 and 1966) but the effect of fluctuatlng naval requlrements
_has been that total Federal Government procurement has ranged between
$55 million and $20 mllllon.ln_lndlvldualAyears, and:from'52% of new
construction activity to 22%. Both the size and the variability in
Government procurement has thus been;significant:fOr the industry's
-cperations.' | |

'Table_C-l9 reveals that‘ébout_another_one-third of
activity on the average in l958-69 came frcm constructionidf dry cargc _‘
vessels. A peak occurred in l965 w1th the ennouncement that subsidy
would be reconsidered in 1966. Subsequently, dry . cargo tullding
continued at about"its former relative level,'although preliminary
indicatlons for 1969 are_tnat a»sharp.fallroff_QCcurred both in
dollar and relativeltenns;_ o

Tne remainlng 0ne-third_or’so~of‘new constructlon’
ectivity has cane'from theActher.vessel types as a group. Tanker

business for coastal and inland waters has been spotty; had it not



'

L 127 -

been for substantial tanker ordérs‘placed in 1968~énd 1969 total

new construction activity in the latter year would have been

substantially lower. - Ferries have beed‘a fluctuating source of

business that has been relatively small in the national total.

, CdnStruction of fishidg.vessels expanded markedly in 1966 and

1967, Bﬁt_subéequent depressea'cohditiong in' the fishing industry

and’reductioﬁfin the féte of subsidy_from.SOZ to 35% has lowered
deﬁand fraﬁ that SOurce.AABafgejBusinESs inéfeééed4sﬁéadily in

1958-68 and then aimast doubled in 1969. Tﬁg‘busineés‘hAS Béen; 
'féirly steady until 1969, wﬁen it increased gubs?antialiy;in o

associdtion with developments in barges. = Some other types of

vessels were recorded by yards in the category shown in the table

as other, inciuding»Wofk being done. on off;shore drill rigs.

.The ‘Resources ‘used in the Industry -

Having examined the level and composition of - the

‘industry's output, it is'desirable to turn to assessment of the

economic resources that are used by the industry - the inputs that -
produce the end-products.

Such an assessment is made by examining resource

use in the industry and comparing it with resource use in other

industries.’ In doing this, however,. it should be remembered that

the shipbﬁildiug and repair indus;ry exhibitS'chéracteristics-
that differentiate it tofa considerabié:extenﬁ‘fpbm other

manuféctﬁrihg iﬁdus;ries. (Indeed, the‘most.comparable indusﬁry‘
to'shipbuilding i;»a don—manufa@turing indus;rj —‘conspru;tioﬁ'-




.shipbﬁildiﬁgland&ship_repair industry‘W1th1all‘manufactur1ng fo

‘industries in Canada, with the purpose of assessing circumstances -

bat onfottoaatelftoataAateZnotjavailahle;for;cohst}ootion1ia a
:Eorm that allows .a useful eohparlson to be made).‘ The maln -
:fzploducts of‘the shlpbuildlng 1ndustry have a hlgh unit valuei?3>
vand a long productlon perlod compared w1th the products from

. other 1ndustr1e51 ThlS can result in con51derable lnstablllty

1n shlpyard operatlons, dependlng on the flow of orders, and

1n leeable<fluctuatlons 1n~employment. W1th1n the 1ndustry,

'also, there are a varlety of act1V1t1es carrled on in yards of

~'d;ffereot alzes ;n,dlfferentvreglons of Canada f,the'butld;ng

of a‘wideAVariety of .type and aizeeof‘ships,ftepairs,"fefitsA'

“and conversion, and'indoStrial'work'OE differentﬁkinds;¥i"

Having,noteﬂ'thatrthere:are*sighifiCant,differeheesi

and individﬁal'charaoteristica‘in:the:indostry,'hoWeVet,hit is
- still possible and useful to examine the operations of the industry

_‘through its use of resources, and to make comparison’with other

industries in Canada.:

‘ Otherfindustries,~likeoshipbuilding, haVeh :

'-.characterlstlcs that are unlque, and they also engage in varled

1

act1V1t1es w1th1n and ouv31de thelr main flelds -and have dlfferent
51zed operations 1n dlfferent reglons. N

The ba31c comparlson that has been made is. of the o

4in this,activity in relation to mahufacturingtactivities_as"a whole.

There are, of course, a wide variety of manufacturing activities -
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carricd on, with differing production protesses and resource use.
In order to obtain a comparison more closely réelated to shipbuilding,
certain other industries_were selected:from among a number examined
and data were developed for them. These.induatries were:

‘= ‘aircraft and parts

- boiler and plate works )

- fabricated structural metal

- motor vehicles

- steel pipe and tube mllls

_The flrst three-of these 1ndustries.have'some E . : ;{

operations similar to those in shlpbulldlng - metal worklng, assembly ' S
and erectlon, and 1nstallatlon and fltting of electrlcal and other
components. The other two industries - motor vehicles and steel-pipe -
also have - features connected ‘with metal worklng and assembly, but have

been prnnarlly chosen for. contrast because their operations are ' -" S o

assembly or flow processes carried out on a largejscale.-’Although

none of thesevindustries is exactly similar to‘the shipbuilding
industry, there are some common features and as-a group they.provide
avbasis:fof assessment.,

It should be noted that the data iised forothe interj_ i

- S : i : |
industry comparisons are drawn'from:tne‘Dominion Bureau:of StatiStioS S
Annual Censua of Manufaetures; The treatment of inputs by D.B.S. is %
.somewhat dlfferent from that Whlch is customary in the shlpbullding |
1ndustry, (1) - but is commonly accented as most Suitable for-the
odmparisons_being'made;and is.uniformffor ail industrieé even>though’

. each may have 'its own method of assessment.

(1) DBS treats purchases of fuel and power as purchases of material, and |
‘includes all -hourly paid labour in one -total of production and . I
related workers. The industry's practice in its.internal assess—
ments-is to class fuel and power, and 1nd1rect labour, as over=-
head costs, - o :



TABLE C-20

CLNADA

PURCHASED MATERTALS AND UTILITIES,
WAGES OF PRODUCTION AND RELATED WORKERS,

 OVERHEAD AND PROFIT, AS PERCENTAGES OF VALUE OF WORK PERFORMED - -

1966
Production Overhead and
Purchases - Wages Profit

,Shipbﬁilding and Repairx , YA ' 302 267

Ail Manufacturing Industries - 57 , -15 - 28
Aircraft and Parts ' _ . 46 .24 ' 30
Boiler and Plate Works =~ ' 46 . 24 30
Fabricated Structural Metal 48 22 ‘30

Motor Vehicles | 73 9 18

Steel Pipe and Tube Mills . = 71 ' 11 18

Sources: D.B.S. Annual’Census of Manufactures '

Note: - Value of work performed corresponds to value of shipments of .

" goods of own manufacture.
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. Besides ‘assessing shipbuilding in'relationfto‘other
1ndust11es, 1L Would havc been des1rab1e also to. compare resourcc

use ln the Shlpbulldlng 1ndustry in Canada w1th that in the 1ndustry

:ln other countrres.” Unfortunately data are not ava11ab1e in compar—

able form, even, in 1nformatlon brought together by the Organlzatlon

‘ tor European CO-OperathH and Development whlch is actlve in assesslng

shtpbulldrng in lts member countrles. One exceptlon ;s~the Unlted

1States for'which inforﬁation on industria17activity'is\aCcumuiated‘

in a sunllar manner to. that in Canada comparative data*onrthe U.S.

shlpbulldlng 1ndust1y are thUs presented at the end of thls sectron.

All Resources

=

The first comparisoh made is of'the'useiof a11~

‘resources in.. the shlpbulldlng and repalr 1ndustry compartd w1th use.

in all manutacturlng 1ndustr1es and in the selected 1nd1v1dua1

'rndustrles. Table c- 20 shows the proportlons 1n total value of work

performed7that were-made'up.by‘purchasedimater1a1sjand Utllltles,';

production‘and relatedxwages,'and 0verhead:andiprofit in 1966. " This

. year was‘chosen-because'itfis“the iateStlfor‘Which data are available

for a11 1ndustr1es as a group, but the relatlve posltlon is not
greatly dlfferent 1n earller years., 3
. Shlpbulldlng and repalr uses substantlally more.

1abour.infre1atlon to work-performed'than any,other.lndustry-w1th¥-

whlch a’ comparlson is belng made. It uses relatlvely tw1ce as much

1abour as . a11 manufacturlng and over three tlmes as much as the motor_

vehicle lndustry; ,Productlon wagessln shlpbulldlng'andlrepa;rgere}l
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54% oi valut dddtd (valut of work performed lLSS purchases ot

matLrldlS ‘and utllltles) compared w1th proportlons of less than 45%
for. the other 1ndustr1es 1n the table, thls 1nd1cates the labour
intensive nature of the‘indUstry.

fhe‘shlpbuilding and'repaif industry is one of a

number of industries that use a less than average amount of material

.in relation tkoork peffbrmed;

Overhead and proflt data show shlpbulldlng and repalf

»to have marglns snnllar to those of all manufacturlng 1ndustr1es but~

lowe1 than in several other 1ndustr1es such as alrcraft boilers

and plate works and fabrlcated structural metal tHOWever,ythefmarglns”"

n 1n5the‘;ndustry are. ovet one—third.higherethanfthosefinlthe ﬁd;dr"

vehieleland‘steel;pipe.industuies, ‘

Thesefvariations in resourceLUSage indicate‘thel

}prlnc1pal ways in whlch operatlons in. the Shlprlldlng and repalr
1ndustry dlffer from those of other - 1ndustr1es, although other,:

vfaetors,‘including-teehnology and demand, must also be . borne ln mind.

when intetpreting'the‘data of;Table‘C-ZO.;’Forjinstanoe,?the,assembly ‘
line technique and.hiéh‘sales volume of .the motof;vehiele{industry.:f

account for 1ts hlgh materlal usagesand»low_oVerhead_andAﬁfofit“margins;‘

Use of Capltal

The seetionsathat immediately'follow diseuss‘eapital,»‘

labour and other overhead utilizations. Comparisons have been made

between the shlpbuilding and fepaif”industry andmOther industries,‘

‘show1ng thelr use of these p<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>