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DEVELOPMENT SPECTRUM

Discrimination by Shipping Conferences?

by Wolfgang Wagner, Hamburg

Shipping conferences have for years been under heavy attacks from developing countries. It was with
a view to finding out whether there was any justification for these grievances that the HWWA-Institut
fiir Wirtschaftsforschung — Hamburg (The Hamburg Institute for International Economics) prepared a
wide-ranging Inquiry for the Federal Ministry of Transport, the most important results of which are
summarised In the following article.

International shipping policy

reflects the increasingly
strained relations between the
Western industrial states, the
socialist nations with their

trade monopolies, and the de-
veloping countries. The existing
maritime shipping order, based
as it is on the interdependence
of freely functioning markets, is
being increasingly challenged.
Shipping is more and more re-
garded as a means of achiev-
ing pre-determined superior
economic objectives.

Developing countries (LDCs)
are inthis respect particularly ac-
tive. Because of their geo-
graphical position and the small
extent of their commercial ex-
changes with each other, these
states are vitally dependent on
their trade with industrial coun-
tries. In addition, exports from
LDCs consist predominantly of
one or two raw materials which
are either exposed to the risk
of being substituted by synthet-
ic products or are in competi-
tion with the raw materials of
other countries. In both cases
their competitiveness depends
not only on their quality and the
particular country’s ability to
deliver them, but also on the
price they fetch in the consumer
markets.

Seen against the background
provided by the special trade
situation of the LDCs, the mas-
sive attacks that have been di-
rected for years by the “Third
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World“ against foreign shipping
companies must be given con-
siderable weight. Particularly ex-
posed to such reproaches are
the (frequently international)
cartels of shipping lines, the
conferences, which in the case
of some raw materials carry an
essential part of the exports
from developing countries and
in which the fleets of the “clas-
sical“ maritime countries play
a dominant role. Broadly speak-
ing, the LDCs do not dispute
the importance of these confer-
ences as a means of organis-
ing and coordinating interna-
tional shipping lines; what they
object to in particuiar is their
price-fixing policy. This policy,
it is maintained, is dominated
by nationai interests of foreign
countries, the rates being fre-
quently manipulated to the de-
triment of foreign trade and to
the disadvantage of developing
countries.

These accusations have been
the subject of a comprehensive
study which was completed on
behalf of the Federal Ministry
of Transport early in April . The
principal objective of the inquiry

* H Sanmann, D. Kebschull
(hoads of the research team), K. Fas-
bender, W. Wagner with the co-
operation of J. V. Bethke and H.
Dornbusch: “Das Argument der Dis-
kriminierung von Exportlindern, insbeson-
dere Entwicklungsiandern, durch die
Frachtratenpolitik der Linienschiffahrtskon-
ferenzen” (The argument that the freight-
rate policy of shipping-conferences is
discriminating against exporting, and par-
ticularly developing, countries). — HWWA
— Institut flir Wirtschaftsforschung, Ham-
burg 1972.

was to look into numerous con-
ference tariffs for export prod-
ucts of LDCs with a view to
finding out whether any discrim-
inations do in fact occur. Apart
from this, discussions extended
to the basic preconditions for a
discriminatory policy on rates,
and the effects of unequal rates
on the development of the ex-
port trade of specially selected
LDCs were also examined. The
following remarks are based on
the findings of this study.

Discriminatory Rates

Shipping conferences can rea-
sonably be accused of discri-
mination only where they charge
different rates for goods that
are at least similar. And even
in such cases differences in
freight rates are not necessarily
discriminatory. They may be ob-
jectively justifiable (and thus
non-discriminatory), if they are
due to corresponding differ-
ences in costs. It follows there-
fore that shipping conferences
can rightly be blamed for dis-
criminating against individual
countries only, if differences in
freight rates for the shipment
of like or similar goods have not
been caused by corresponding
variations in costs.

Discrimination against individ-
ual and particularly developing
countries cannot be excluded
in principle, and this for the
following reasons: On the one
hand, the shipping space owned
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by the Third World will not be
sufficiently large in the fore-
seeable future to enable them
to dispense with the services
of the traditional shipping na-
tions. On the other hand, the
export structures of developing
countries force them to a large
extent to rely on liner traffic and
thus on the conferences. The
only exceptions are the states
whose exports consist largely of
bulk goods like, for instance,
oil, iron ore, bauxite or alumi-
nium. One final point to be taken
into consideration is the fact
that the freight-rate policy of
the conferences is directed to-
wards maximising profits in the
long run. The correlation be-
tween “profit-maximising” and
freight-rate policy is therefore
a direct one: the rates charged
for individual goods determine

in part the degree of success
to be achieved and are to this
extent an action parameter of
decisive importance.

In reality, however, the scope
within which a discriminatory
rate policy can be pursued is
rather narrow everywhere. It is
true that conferences, working
according to commercial prin-
ciples, are pursuing an objective
according to the dictates of pri-
vate enterprise, i. e. profit maxi-
misation, and yet deliberate
discrimination against certain
countries or groups of countries
would be alien to these confer-
ences inasmuch as such discri-
mination would be against their
international character. On the
contrary, these very conferen-
ces, because of their commer-
cial objectives as well as their

international character, have so
far been largely instrumental in
levelling out diverging national
interests in the shipping busi-
ness in the face of growing state
participation in maritime traffic.
For these reasons the minority
of national lines belonging to,
say, the developing countries or
lines that are not members of
any conferences need not of
necessity be regarded as con-
stituting any threat.

Moreover, there is plenty of evi-
dence to show that the monopo-
ly position of the conferences is
anything but strong, for it can
safely be assumed that the po-
tential or actual competition
with outsiders (i. e. lines that are
not bound by conference-rates)
as well as with tramp shipping
is on average keen enough to

Net Freight-rates for Selected Goods and States Wishing to Ship Them

to the Hamburg-Antwerp Range

(Position as per 1.12.1971 in US-§ and DM, respectively)
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1 Average rate without quantily discount. 2 For outward shipments from Hamburg to Theailand and
the net freight-rates for machines are 56.63 US-$ per 1,000

28.13 US-§, respectively (Chinese Peoples’ Republic).
Source: German shipping companies upon Inquiry.
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g and 50.89 US-§ per m3, respectively (Thailand), and 31.59 US-§ and
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ensure that tariffs are on the
whole relatively close to costs.
The power of the conferences
over the freight market is there-
fore by no means unlimited; in
fact, looked at from the global
point of view of the world’s mar-
itime trade, these monopolistic
powers are just about sufficient
to fix rates. On the other hand,
it is by no means impossible
that the monopoly position, rel-
atively weak though it is on
average, may yet be strong
enough to realise respectable
monopoly profits from individual
rates or particular routes.

Analysls of Rate Disparities

Although complaints by LDCs
about rate-discrimination are fre-
quent, these complaints are
rarely substantiated by concrete
evidence. On the rare occasions
when such evidence is produced
it is confined to a mere com-
parison of freight rates. There
are however several reasons
why the mere existence of rate
disparities is in itself no ad-
equate proof that discrimination
is in fact practised. For

[] such comparisons frequent-
ly make no allowance for the
fact that the classification of
goods in the conference tariffs
makes straight comparisons be-
tween different groups well nigh
impossible. So great is the va-
riety of the goods to be shipped
that the groups into which they
are lumped together for tariff
purposes are by no means al-
ways uniform. A straight com-
parison between individual tar-
iff items ignores this fact and
thus frequently does not com-
pare like with like;

[1 where freight charges are
calculated according to weight,
size or value, the tariff itself does
not indicate which method of
calculating the freight for a cer-
tain product or group of prod-
ucts has in fact been applied;

[] lastly there are numerous
cost factors that may well cause
differences in rates.
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The above-mentioned study
has examined eleven cases
which, for a variety of reasons,
but mainly because of the great
rate disparities they revealed,
looked suspiciously like rate-
discrimination (see Table).

Because of the predominant
part raw materials play in the
export of LDCs, the cases select-
ed for examination refer almost
exclusively to goods of this cate-
gory. As a rule what was an-
alysed was the disparity in the
rates charged for each product
originating from two different
states — preferably LDCs —
for shipment to the Hamburg-
Antwerp range? The purpose
of the examination was to find
out whether the disparities in the
rates which could not be ac-
counted for by differences in the
distances could be justified by
some other cost-factor such as
length of journey, harbour dues,
cost of lading, size and quality
of the ships employed, and the
degree the ships' capacity was
used.

This analysis failed to produce
any convincing proof of discri-
mination; nearly all rate dispar-
ities could be fully or largely
explained by one or the other
of the above-mentioned cost-
factors. It must be pointed out,
however, that the inquiry was
made with reference to a spe-
cific date (1. 12. 1971) and was
confined to the Hamburg-Ant-
werp range. Caution is therefore
indicated in drawing any gen-
eral conclusions from these
results in regard to traffic be-
tween third countries and other
dates of reference.

Freight Charges and Exports

The fact nevertheless remains
that more or less pronounced
disparities exist between the

2 The most important ports the Hamburg-
Antwerp range comprises are: Hamburg,
Bremen, Amsterdam, Rotterdam and Ant-
werp.

rates charged different countries
for comparable goods. As in in-
dividual enterprises  freight
charges are a determining fac-
tor in calculating the price of
goods, large differences in
freight rates may well be de-
cisive for the sales chances of
the goods in question. Whether
the differential rate is justified
or not in no way alters its po-
tential influence on the prod-
uct’s marketability, always pro-
vided, of course, that the goods
concerned are truly comparable
and that the supply-and-demand
situation is highly sensitive to
even small price changes.

it is frequently open to ques-
tion whether differences in
freight charges per se are suf-
ficient to produce a lasting ef-
fect on supply and demand or
bring about a change in pro-
ducer and consumer attitudes.
It must never be forgotten that
the demand for a product does
not depend on its price alone;
other determining factors are:
the consumers’ requirements as
to quality, the influence of fa-
shion and taste, increasing com-
petition by substitutes in the
raw-material sector, political in-
fluences and/or traditional links
between the exporting and the
importing country.

It must moreover be borne in
mind that export-products of
developing countries — and this
applies equally to raw materials
and other basic goods — are
by no means always burdened
with high freight costs.

The question, therefore, of
whether, and if so to what ex-
tent, freight charges adversely
affect the competitiveness of
certain goods and of certain
countries in individual markets
can be answered only in each
individua! case, and the answer
may vary from product to prod-
uct and from market to market.
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