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Introduction
The Québec Port Authority (QPA) has embarked on a project to build a new deepwater
container terminal in the Beauport Bay sector.
This $775 investment in conjunction with two private partners, Hutchison Ports, the
largest operator of container port facilities in the world, and Canadian National Railway,
the largest rail carrier in Canada, is slated for construction between 2021 and 2024, once
the QPA gets a green light from the Canadian Environmental Assessment Agency.
In order for the project to proceed under optimal conditions, it will ideally need to achieve
a certain degree of social acceptability and secure support from both the City of Québec,
a key partner, and the Government of Quebec. To do so, the project will have to align
with the government’s economic development strategies and also dovetail with the
maritime transport strategy, an area of federal jurisdiction. Support from both
governments will be all the more important given that the QPA is relying on their backing
to complete project financing.
It is in this context that the QPA mandated us to produce a detailed analysis of the
project’s economic footprint and the economic issues it may raise.
Using a cost-benefit approach, the report looks at all economic impacts of the project,
both positive and negative, to produce a portrait that can be used to assess the project’s
advantages and disadvantages. The approach goes beyond conventional calculations of
economic benefits to take into account the project’s structural effects and strategic
contribution, as well as the undesirable impacts it could generate.
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The report is primarily economic in nature, but it also incorporates a public policy
dimension, for even though its main objective is to support QPA management in its
planning, it also aims to inform readers and provide analytical elements designed to foster
informed public debate and sound decision making. For this reason, the report adopts an
educational approach that takes into account the fact that the maritime transport
industry is not very well known in Quebec.

The Strategic Role of Maritime Transport
Given the public’s lack of familiarity with maritime transport, an analysis of the impacts
of a new port infrastructure must begin with some background. Assessing the advisability
and utility of such an investment would be difficult without understanding the role the
industry plays.
To do so, it is important to look first at maritime transport activity itself, and then at the
contribution it makes to the Quebec and Canadian economies.
The maritime industry is relatively small in terms of total jobs and sales compared to the
economy as a whole. This is partly because one of the industry’s main components,
shipping, is largely excluded from calculations because most ocean-going vessels and their
crews are foreign. According to the North American Industry Classification System
(NAICS), the main component of the domestic industry is “support activities for water
transportation,” which includes port activities such as loading, unloading, mooring,
facilities maintenance, vessel cleaning and maintenance, and tugboat operations.
Statistics Canada doesn’t publish employment data for the maritime transport industry.
For support activities, as strictly defined, the organization reported 3,388 jobs in 2019, a
number that has held stable for a number of years.
The scarcity of data has prompted several agencies to conduct ad hoc studies, the results
of which vary depending on how the industry is defined. An ISQ1 study in 2014 estimated
that the maritime transport industry accounted for a total of 10,696 salaried jobs (personyears), based on a survey of companies in the sector. Of this total, 6,046 person-years, or
56% of the total, were in transport support.
A study conducted by S&B Data for the Montreal Port Authority (MPA) and cited in the
MPA’s 2018 annual report2 estimates that the maritime industry—defined very broadly—
contributes close to $2.6 billion to Canada’s GDP and helps maintain more than 19,000
jobs in the various sectors involved in maritime and port operations.
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Using a similarly broad definition of the industry, Quebec’s Ministère des Transports 3
estimates total turnover of Quebec businesses in the maritime and port sectors, including
St. Lawrence River tourism, at over $3.1 billion, and says they account for more than
27,000 direct or indirect jobs at sea and onshore and an annual payroll of $1 billion.
Whatever the yardstick, the size of the industry is relatively modest compared to the
56,948 direct jobs in trucking, for example, or even the 8,562 people directly employed
by the rail freight industry.
However, it is important to stress that the port industry’s contribution is not solely a
matter of its volume of activity per se, as measured in jobs or income, but also its
contribution to the rest of the economy. By definition, a port is a transshipment hub
where goods are unloaded from ships onto trucks and trains to continue their journey, or
loaded from trains and trucks onto ships to be delivered someplace else. Ports are
intermediaries.
In this respect, the variable that matters is the quantity of goods transiting through the
ports. According to Transport Québec, approximately 110 million tonnes of goods are
transshipped through Quebec ports every year. International traffic (exports and imports)
accounts for 75% of traffic at Quebec’s commercial ports, with domestic traffic making up
the remainder.
This highlights the fact that the importance of ports lies largely in their role as
international trade links. This role is essential. Without ports, there would be no growth
in world trade and no globalization.
Ports make a bigger contribution than airports as nodal points of the global economy.
Maritime trade accounts for more than 80% of worldwide merchandise trade by volume.
According to the United Nations Conference on Trade and Development (UNCTAD),
“Maritime transport remains the backbone of globalized trade and the manufacturing
supply chain, as more than four-fifths of world merchandise trade by volume is carried by
sea.”4 Some estimate this proportion to be as high as 85%.
For this reason, and despite its origins in the depths of time, maritime transport has been
a key vector of globalization, playing a central role in the profound changes that have
shaped the modern economy and helped sustain our standard of living.
This globalization is measured by the phenomenal growth in trade between countries.
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From US$2.0 trillion (current dollars) in 1980, total exports of goods had more than tripled
to US$6.3 trillion by 2000. In the 18 years that followed, trade in goods tripled again,
reaching $19.2 trillion in 2018 despite the slowdown in trade in recent years due to
growing protectionism. The graph below illustrates the explosion in trade.5

This rapid-fire growth can be explained by a multitude of interrelated phenomena
associated with globalization, including the integration of trade-oriented economies, the
historical decline in protectionism and adherence to World Trade Organization standards,
the rise of emerging economies, the transformation and internationalization of
production methods, and demand for energy.
The explosion in global trade is also reflected in maritime trade, which accounts for 85%
of the worldwide flow of trade goods. As can be seen in the following graph,6 the growth
curve is less abrupt because the data is expressed in terms of volume, in billions of tonnes.
Nevertheless, the volume of goods carried increased from 4.17 to 11 billion tonnes
between 1995 and 2018, almost tripling in 23 years.

5

https://data.worldbank.org/indicator/BX.GSR.GNFS.CD

6

https://unctadstat.unctad.org/wds/TableViewer/tableView.aspx?ReportId=32363

4

Of course, the COVID-19 crisis will affect world trade, both in the short term as a result of
the sharp recession caused by the containment measures introduced in most countries,
and in the long term due to protectionist reactions and autarchic pressures to reduce
dependency on foreign production. It was impossible to predict the extent, and especially
the length of this recession at the time of writing, however we assume, as do most
specialized institutions, that it will be severe, but not prolonged. We also anticipate that
even though world trade will be hard hit in the short term, it will gradually recover as
economic growth resumes.
Moreover, we note that the calls being made for greater reliance on local production (e.g.,
for medical supplies and market garden production in the case of Quebec) concern areas
that are of marginal importance for world trade, and of even less importance for maritime
transport. In the longer term, it is not impossible that these factors will influence world
trade growth the same way that protectionist pressures have in recent years, but we
cautiously anticipate a gradual recovery after the deep initial shock and drop in world
trade. However, in the medium term, international trade will be affected and supply
chains disrupted, which means growth prospects will be lower than expected before the
crisis began.
Trade growth has been less pronounced in Canada because foreign trade has long been
an important part of the economy. Exports of goods and services already accounted for
22% of Canadian GDP in 1970. They peaked at 40% in 2000 before the first oil shocks and
currently represent over 30% of GDP, which is high for an advanced economy.7
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In absolute terms, Canadian exports nonetheless increased 2.5 times between 1995 and
2018 (in current US dollars), from $218 billion to $544 billion.
However, the impact of this growth on maritime trade is less pronounced than in other
nations because of the way Canada’s international trade is structured. Canada is highly
dependent on trade with the United States, which accounts for 76% of Canadian exports
of goods and 65% of imports. A significant portion of this is overland trade, although river
navigation plays a role, particularly the St. Lawrence Seaway to the Great Lakes.
Overall, one-quarter of Canada’s exports and one-third of its imports are shipped by sea.
However, the share of seaborne trade is expected to increase as a result of Canada’s
efforts to diversify its markets, including the recent signing of two major free trade
agreements, the Transpacific Partnership with Asian countries in 2016 and the
Comprehensive Economic and Trade Agreement with the European Union in 2017.
Maritime transport is therefore expected to play an increasingly important and strategic
role in supporting Canadian trade diversification and economic development in the years
ahead.

GNFS.ZS&codeCountry=CAN&optionsPeriods=None&codeTheme2=7&codeStat2=x&codeCountry2=CHN&
optionsDetPeriods=withNameP&language=en
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The Maritime Transport Paradigm Shift
In this era of accelerating world trade, maritime transport has not only exploded, it has
also undergone profound transformations. These transformations, especially since the
beginning of the new century, are important enough to qualify as a paradigm shift.
The changes are partly in response to the significant increase in the volume of trade, but
they also reflect how maritime transport has adapted to global pressures for increased
efficiency and effectiveness through enhanced competition, reduced costs, shorter
transit times, and use of technological innovations. Shifting patterns of economic
development are also playing a role.
Two major investments have helped reconfigure global trade flows. First, the Panama
Canal linking the Atlantic and Pacific Oceans opened a third set of locks in 2016 to allow
for the passage of larger ships. This change led to the establishment of new vessel size
standards based on the constraints imposed by the canal’s dimensions. In addition to
Panamax ships, the largest vessels capable of navigating the original locks, there are now
New Panamax vessels compatible with the new locks, and Post-Panamax ships. The other
major investment was the widening and dredging of the Suez Canal between the Red Sea
and the Mediterranean in 2015, which has also facilitated the passage of larger ships and
reduced traffic constraints.
Together, cost pressures and these canal expansions have encouraged the use of larger
and larger ships, first for the transport of oil, with supertankers, and then for bulk cargo.
This trend toward gigantism has since extended to container ships, where it has been
widely documented and analyzed.
In this analysis, we will focus primarily on container traffic, the sector targeted by the
Laurentia project. We will also look more closely at developments on the Atlantic coast,
the geographical zone that Québec City is part of.
This pressure to build bigger and bigger ships is well documented, as UNCTAD8 reported
in 2015: “The age distribution of the fleet also reflects the growth in vessel sizes over the
last two decades. In particular, container ships have increased their average carrying
capacity; those built 15–19 years previously have an average size of 28,516 dwt, while
those built in the last four years are on average 2.8 times larger, with an average size of
79,877 dwt. In the early 2000s, a typical dry or liquid bulk ship was 2–3 times larger than
a container ship newbuilding, while at present new container ships are the vessel type
with the largest average tonnage.”
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In other words, new container ships got 2.5 times bigger over 15 years. The graph below
illustrates the trend. For example, at the turn of the century, a typical container ship had
a capacity of 4,800 TEUs (20-foot equivalent units, the standard measure for containers).
Large ships now have a capacity of some 20,000 TEUs.

Wider, longer, and higher container ships have also seen their draughts increase.
Whereas the Panamax standard was 12.04 metres, the new ships have a draught of 15
metres. This new standard has had an impact on ports that lack natural deepwater
facilities with sufficient draught, such as the Eastern Seaboard ports of New York and
Virginia, which invested over $2 billion in dredging and development to accommodate
container ships of 14,000 TEUs and more. Such investments are often accompanied by
the development of rail infrastructure to handle the increased volume.
The changes described above have also affected the flow of maritime transport. The
intense trade between Asia and the industrialized economies has partially shifted as large
swathes of production have moved from the major trading hubs of Japan and China to
other Asian countries where production costs are lower, such as Thailand, Indonesia,
Malaysia, and especially India. These countries are further west and south. For the record,
Singapore is 5,000 kilometres from Shanghai.
These shifts in production, coupled with the expansion of the Suez Canal, have led, among
other things, to the development of new trade routes between Asia and North America
via the Mediterranean and the Atlantic.
For eastern North American, this means that in addition to the two traditional routes from
Asia—by ship across the Pacific to ports on the west coast and then by rail across the
continent, or by ship across the Pacific and through the Panama Canal and then to ports
on the east coast—there is a new route from Asia to the Mediterranean via the Suez Canal
and then to the east coast of North America across the Atlantic Ocean.
By way of example, the route between Singapore and New York via the Pacific is 14,203
kilometres by sea and 4,447 kilometres by land. The route via the Mediterranean and the
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Atlantic, 18,766 kilometres by sea, is much the same distance but cheaper overall,
because kilometre for kilometre, it’s less expensive to ship by sea than by rail.
To sum up, maritime transport, and especially container shipping—the focus of both the
Laurentia project and this report—is feeling the effects of shifts in the global economy’s
centre of gravity, improvements in shipping lanes, the development of new routes, cost
pressures, increased competition, and a significant increase in vessel size.

The Consequences for Quebec and Canada
How do these changes affect Canada? Canada currently has four ports with container
terminals. There are two on the Pacific coast: Vancouver and Prince Rupert in northern
British Columbia, which has a new and fast-growing deepwater port. And two in the east:
Halifax, a relatively small port that handled 547,000 TEUs in 2019 and only has two
deepwater terminals for large ships, and Montréal, the only container port in Quebec and
on the St. Lawrence Seaway, which has five container terminals that handled 1,745,000
TEUs in 2019 and also has plans for a major investment in new facilities in Contrecoeur.
There’s just one thing: the Port of Montreal has a draught of only 11.3 metres and can’t
accommodate large ships. The constraints are even greater on the St. Lawrence Seaway
between Montréal and the Great Lakes, where the draught is only 8.3 metres. Since 2013,
thanks to dredging and under certain conditions, the Port of Montreal can accommodate
Post-Panamax vessels with a capacity of 4,000–5,000 TEUs, but it most often handles
cargoes of less than 3,000 TEUs.
Despite these physical limitations, the Montreal Port Authority (MPA) has successfully
adapted to the trend toward bigger and bigger ships because its development is based on
a “destination port” model. This is a result of geography. Montréal is an inland port far
from the ocean but close to markets in the centre of the continent. It doesn’t participate
in the coasting trade common along the Atlantic coast, where ships dock at different ports
to unload part of their cargo.
Port of Montreal CEO Sylvie Vachon explains the port’s niche market this way:9 “We have
a one-of-a-kind port model in North America because we’re a ‘destination port.’ Ships
arrive in Montréal directly from ports in Europe, the Mediterranean, and the Caribbean
with no intermediate calls. They are completely unloaded and then reloaded again,
departing full.”
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Speech by Sylvie Vachon, President and Chief Executive Officer, Montreal Port Authority, Board of Trade
of Metropolitan Montreal, May 14, 2018 (our translation)
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Vachon also points out that the phenomenon of mega-ships, even if they don’t sail to
Montréal, can have a positive indirect effect on the port: “On a side note, let me take a
moment to talk about ship size, because I’ve been hearing a lot about it lately (...) Yes, of
course, there are mega-ships all over the world, especially in Asia. The arrival of these
mega-ships has contributed to the growth of the Port of Montreal and the reason is very
simple. They load up at ports across Asia, they pass through the Suez Canal, and they stop
at Mediterranean ports, in Spain for example, where they are transshipped into smaller
vessels that sail directly to Montréal with no stopovers.”
This model works because the higher unit cost of transporting containers on smaller
vessels can be offset by the financial advantage of being able to leave Montréal with a full
cargo—thus avoiding the expense of returning home with numerous empty containers.
This model also allows six shipping lines to operate regularly out of Montréal, with sizeappropriate vessels providing ten regular services to Montréal.10 In addition, Montréal
enjoys a geographic advantage, which affords it a near monopoly position in its more
immediate territory, the metropolitan area, the rest of Quebec, part of Ontario, and the
central United States.
In short, the Port of Montreal has successfully developed with a niche strategy adapted
to its market while at the same time remaining relatively sheltered from the pressures
exerted by the paradigm shift transforming maritime transport. This is evidenced by the
organization’s strong financial results, including 9.8% growth in operating revenues in
2018 and revenues significantly exceeding operating expenses.
While this unique model does allow the Port of Montreal to prosper in its own market, it
doesn’t allow it to fully integrate into global maritime circuits and take advantage of
growing container transport, an observation borne out by several Port of Montreal
statistics.
According to publicly available MPA statistics,11 container traffic loaded and unloaded in
Montréal has only seen a modest increase in tonnage in ten years. From 13.3 million
tonnes in 2008, prior to the financial crisis of 2009, tonnage increased to only 14.5 million
tonnes in 2018—and this was due to strong growth in 2018, the last year for which
tonnage statistics are available, without which growth for the decade would have
remained flat. Even so, the increase represents a mere 9.1% in total growth for the
decade. By way of comparison, tonnage in the other two main categories of maritime
transport rose significantly over the period, with dry bulk increasing from 6.3 to 7.8 million
tonnes, up 23%, and liquid bulk doubling from 8.0 to 16.4 million tonnes, an increase of
104%. In other words, container transport was the least dynamic area of the port’s
operations, whereas 80% of growth over the ten-year period was from liquid bulk, mainly
oil products.
10
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Ship Different, 2018 Annual Report, Montreal Port Authority, 2019
https://www.port-montreal.com/PMStats/html/frontend/statistics.jsp?lang=fr&context=media
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No other Atlantic port has seen such slow growth in container traffic. While per-tonne
measures are needed to compare different categories of goods (i.e., containers, dry bulk,
liquid bulk), we use the classic measure—the number of containers, measured in TEUs
(20-foot equivalent units)—to compare transhipment activities at different ports. Despite
the positive results posted by the Port of Montreal in 2018 and 2019, which brought the
number of TEUs to 1.745 million, the number of containers handled increased by only
18% over the entire 2008–2019 period. Elsewhere on the Atlantic coast, container traffic
was up 41% at the ports in Virginia and Halifax, 42% in New York/New Jersey, and 75% in
Baltimore. These increases are more in line with the 54% increase in global container
traffic recorded for the period.
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This much slower rate of growth in container volume may be consistent with the Port of
Montreal’s business plan, but nonetheless leads us to conclude that the Port of Montreal
is not fully capturing the benefits of growth in global maritime trade.
As the following graph shows, Montréal, which handled 15% of east coast container traffic
in 2008, now handles only 12.7%.
This indicates that Montréal, and consequently the St. Lawrence River as a whole, is
seeing its share of the world shipping market being eroded. This erosion can be explained,
at least in part, by changes in the structure of global maritime trade, growing competition,
and the reconfiguration of trade routes.
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Smaller vessels bound for Montréal must charge higher unit costs per container than
megaships. In the case of deliveries from Asia, the cost of transhipment must also be
added in: Containers coming through the Suez Canal on large vessels must be offloaded
in European ports onto smaller vessels that meet Port of Montreal size requirements.
This has relatively little effect on customers that are well integrated into Montréal’s
logistics hub, those who see advantages in its destination market model, or those
delivering goods to the Montréal metropolitan area, the rest of Quebec, and Ontario. On
the other hand, it can affect exporters who use Montréal as a gateway to the Midwest
and the North American economic heartland, Chicago, Detroit, and even Toronto.
For these exporters, Montréal offers a geographic advantage. Contrary to intuition, the
transatlantic route from Europe to Montréal is slightly shorter than to New York—a gain
of 50 km from Genoa and 172 km from Rotterdam. The advantage is even greater when
it comes to rail transport: Montréal is 1,359 km from Chicago by rail, compared to 1,930
km for New York.
But this real advantage has its limits. The economies of scale achievable with a 14,000TEU container ship, for example, can make it more efficient and less expensive to route
goods through New York (or Norfolk, Virginia) to the U.S. Midwest. For this to make
economic sense, the savings generated on the marine portion of the trip must exceed the
higher cost of shipping freight by rail the extra distance from New York to the Midwest.
These are quantifiable scenarios for which shipping companies have the necessary data,
13

taking into account other factors such as the cost of port services, rail connectivity, the
cost and efficiency of rail transport, and so on.
Mercator, a specialized international firm that has acted as a consultant for the QPA, has
calculated that it would cost US$3,435 to ship a 40-foot container from Vietnam to
Chicago via Montréal, including the cost of transhipment and continuation on a smaller
ship, compared to US$2,940 via New York. This is just one example illustrating the
dynamics at play.
Many factors other than theoretical costs come into play when shipping companies
choose their routes. However, this situation may explain why Montréal’s share of the
container market is slipping, and it shows the kind of price competition occurring on
certain routes.
Even though these pressures don’t represent an overt threat to the Port of Montreal, they
do undermine its natural advantages and contribute to what Professor Jean-Paul
Rodrigue from the Department of Economics and Geography at Hofstra University
describes as the “risk of marginalization” of the Port of Montreal.12
In addition to the cost factors, there is another trend in play that concerns all maritime
traffic on the St. Lawrence River: a stagnation in the tonnage handled at all of Quebec’s
twenty-odd ports. According to Transport Québec,13 approximately 110 million tonnes of
goods are transshipped through Quebec ports every year. In 2005 the same ministry
reported that total tonnage fluctuated at around 105 million tonnes per year between
1995 and 2005. 14 The takeaway is clear: maritime traffic has clearly stagnated at St.
Lawrence River ports.
The same stagnation is also visible on the St. Lawrence Seaway: 35.4 million tonnes of
cargo were shipped in 2000 and 38.4 million tonnes in 2019, a figure that has hardly
budged in nearly twenty years.
Given that port traffic has increased in Montréal and Québec City, this stagnation
highlights another phenomenon—the weakening of several ports along the St. Lawrence
River. A variety of economic factors explain this, including declines in the production and
export of forest products, pulp and paper, and certain mining products.
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These trends raise an important issue for Quebec’s economy as a whole, namely the
decline in the relative weight and influence of the St. Lawrence River and Seaway as a
major trade and shipping route and as a link with the rest of the world—all at a time when
Quebec seeks to make the St. Lawrence a vector of development.

The Laurentia Project
The Laurentia project came into being because the QPA wanted to leverage the port’s
natural geographic advantages to build a deepwater container terminal in Beauport Bay
in Québec City. With a depth of 15 metres, it will be able to accommodate large ships that
currently cannot continue up the St. Lawrence River because the water draught is not
sufficient and, in many cases, neither is the air draught (not enough clearance under
Québec City bridges).
The QPA and two private partners, Hutchison Ports and Canadian National Railway (CN),
will contribute $595 million, or 77% of the total $775 million investment. Government
contributions are being sought to cover the remaining 23%, or $180 million.
Once the project has ramped up, it would gradually reach its theoretical annual capacity
of 700,000 TEUs. If the forecasts were to materialize, it would compare to a much larger
2019 volume of 1,745,244 TEUs in Montréal and 546,691 in Halifax.
The project will include highly automated modern facilities with improved connectivity to
the CN rail network. Approximately 90% of containers would leave Québec City by train,
using practices that allow for larger rail convoys of up to 3.65 kilometres (12,000 feet).
The QPA designed the project as part of a development plan to ensure the port’s growth
and provide it with the additional resources needed to maintain the quality of its facilities.
The economic rationale for the project, according to the organization’s presentation
documents, is to leverage Québec City’s natural advantages—geographic proximity to
Europe and rail links to Ontario and the Midwest—to capture a portion of the volume
handled by U.S. ports by competing on distance, cost, and time.
A closer look at the geographic aspect makes it clear how Quebec could gain an upper
hand over east coast ports for connections between Europe (and Asia by extension) and
the U.S. Midwest. Above we described Montréal’s geographic advantages. These would
also benefit Québec City, given that the two St. Lawrence River ports are only 250
kilometres apart.
On the one hand, for the maritime stretch, the Port of Québec is even closer than New
York City to European ports on the North Sea and the Mediterranean Sea. For instance,
Québec City is 7,200 km from Genoa, or 324 km closer than New York City. It is also 430
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km closer to Rotterdam. In a market where distance is time and time is money, this
geographic advantage could save as much as a day of travel.
For the rail stretch, Québec City is about 176 kilometres closer than New York City to
Chicago. On top of this slight geographic advantage, there may be cost savings for port
facilities and rail freight. According to Mercator’s calculations, for ships heading from
northern or southern Europe to Chicago, costs for the Port of Québec would be about 7%
lower than for Norfolk, Virginia, and 15% lower than for New York City ports.
Laurentia’s partners have divided the project into two phases in the business plan. To
start, shipping lines that serve Montréal for connections to Europe, the Mediterranean,
or Asia via European ports could load their container ships with more cargo and call at
Québec City. At present, they are not loaded to full capacity due to draught constraints
(which are also seasonal) and are generally limited to loads less than 3,000 TEUs. Once
the Laurentia terminal is built, large ships would be able to unload these additional
containers in Québec City and continue on to Montréal with a lighter load, reversing the
process on the way home. This approach, called LUTU (lighten up–top up), would increase
traffic on the river and reduce unit costs.
A mechanism creating synergy between the two ports is already in place for liquid bulk
(e.g., oil products) and solid bulk (e.g., grains), although the logistics are not the same.
The ability to unload containers in Québec City could be advantageous for businesses in
the greater Québec City area and resource regions, most of which are closer to the Port
of Québec than to the Port of Montreal in the southernmost part of Quebec.
The deepwater port could gradually attract larger vessels directly from Asia with
capacities of 8,000–10,000 TEUs or more, mainly to serve markets in the central United
States.
The business plan is based on projections by the QPA, its partners, and their consultants.
According to their studies, the new terminal could reach its full capacity of 700,000 TEUs
within a few years.

Economic Benefits: Two Approaches
Now that we have provided some background on the maritime transport industry,
described the important role it plays and challenges it faces, and outlined the broad
strokes of the Laurentia project, we can assess the benefits and impacts of the project.
First we will calculate the impacts using a conventional economic impact analysis. Then
we will take a broader approach that looks at critical factors and strategic considerations.
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A Conventional Approach
KPMG conducted an economic impact analysis for the Port of Québec15 using an inputoutput model. The in-depth study is based on conservative assumptions and looks at
different areas of activity, expected volume, and job impacts. It distinguishes between
the facility construction phase and the operations phase.
For the capital phase, the planned $775 million expenditure includes construction work,
equipment procurement, and consulting services. Overall, over the planned four-year
construction period, these investments will create 3,010 direct jobs (measured in personyears) at the prime contractors and 2,327 indirect jobs at their suppliers. The study also
estimates the induced jobs generated by the increased expenditures that additional
revenues from the project would permit—a figure we are not using out of caution. The
direct and indirect value added from the various sources of revenue generated by the
project (e.g., wages, business income) is estimated at $450.6 million for Quebec and
$525.9 million for Canada.
For the operations phase, KPMG based its forecasts on a conservative estimate of the jobs
required for handling containers, bearing in mind that the future terminal will be modern
and highly automated with efficient links to the land-based (primarily rail) transport
system. The study estimates direct jobs (i.e., jobs in container handling operations) at 457
per year and indirect jobs (i.e., jobs in rail and truck transport activities generated by the
terminal) at 316. The added value is an estimated $56 million for direct impacts and $86.3
million for direct and indirect impacts combined.
These figures clearly convey the significance of the project and its impact at the regional,
provincial, and national levels. They were obtained using a recognized analytical model
commonly used to measure the impacts of an investment, industry, project, or activity.
That said, a conventional approach has its limits—the first being that it can be an exercise
in redundancy. All economic activities have impacts, generate spinoffs, create jobs, and
add value. It is fairly obvious that a massive investment of $775 million requiring major
construction work will have an impact on employment and generate revenue making it
possible to measure added value. But it is true for any investment project, be it a shopping
centre, a building, or a highway—even with the same level of investment—that the
impacts may vary depending on leakage (e.g., from imported inputs) or on multipliers
specific to the industries from which the inputs come.
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A second more serious limitation is that input-output models are static, as noted in the
KPMG study. They do not take into account the effects the project or activity under
analysis may generate, such as economies of scale, scarcity, and substitution effects.
These limitations are particularly significant in the Quebec and Canadian economic
contexts: full-employment labour markets characterized by labour scarcity, bottlenecks,
and occasional shortages. This is particularly marked in the Québec City region.
It may seem strange to talk about labour shortages when the COVID-19 crisis has caused
unemployment to skyrocket. But available economic forecasts lead us to believe that job
creation will resume quickly after the forced economic shutdown and the unemployment
rate will have dropped to more familiar levels by the time the deepwater port is
commissioned. Moreover, Quebec’s historically low unemployment rates aren’t just tied
to its economic performance, but also its demographics, including an aging and shrinking
working-age population—factors that will still be at play. That’s not going to change.
Lastly, even if the pandemic leads to higher unemployment rates than before,
unemployed individuals—most of them from the retail, tourism, and personal services
sectors, and often low-skilled—may not be able to meet the need for skilled labour and
reduce labour shortages.
Consequently, the Laurentia project will likely employ people who already have jobs. In
the construction phase, this could have the effect of shifting other projects in time. In the
operations phase, in most cases it will be necessary to hire people who are already
working. The jobs planned for the project will therefore not necessarily be the product of
job creation but of worker displacement. The net gain will come more from the fact that
high-productivity Laurentia jobs are likely to be better paid. The real added value will
therefore be, on a smaller scale, from the difference between the various sources of
income generated by the project (including wages) and the sources of income from
previous jobs.
These observations are not limited to the Laurentia project. The criterion of job creation
can no longer be a primary economic objective, a gauge of project success, or a valid
measure of impact. Generally speaking, this is a new situation that will force decisionmakers to rethink the way they assess the economic benefits and impacts of projects and
initiatives.
In conclusion, while the economic impact analysis approach is still useful in that it
provides a sense of a project’s scope and order of magnitude, it falls short where the
details are concerned: the merits of a project, its benefits for the economy or society, and
why it may be preferable to other projects competing for resources, physical space, public
funds, and inputs.
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A Strategic Approach
For these reasons, we propose a broader analytical framework that can incorporate
dynamic processes, strategic considerations, and qualitative aspects. This will allow for a
fairer and more comprehensive assessment of the potential benefit of the Laurentia
project and will show that the project’s economic footprint goes far beyond the added
value it will generate.
This broader approach is based on three factors not considered in traditional benefit
calculation models.
First, it is based on new criteria for measuring success. As we have just seen, the job
creation criterion is no longer necessarily an indicator of a project’s merits or benefits.
We must replace this traditional yardstick that is still widely used, particularly by
policymakers. Institut du Québec has explored this issue16 and proposed other economic
criteria to be used as objectives and measures of success.
Quebec’s main economic challenge is its relatively weak economic growth, which results
in a standard of living (measured by GDP per capita) that is lower than that of most other
Canadian provinces, almost all U.S. states, and all OECD countries with which Quebec
would like to compare itself. This observation has drawn unanimous agreement among
economists and among successive governments in Quebec, as reflected in budget
speeches and economic policy statements. Making up for this lag in the standard of living
through “wealth creation” is therefore a mutual economic objective and key commitment
of our governments.
According to economic analyses, achieving this objective while taking into account our
mutually agreed upon obligations—honouring our environmental commitments and
fairly distributing the gains from growth—will depend on our ability to increase the level
of productivity of the Quebec economy. It is by working to increase productivity or
improve its underlying drivers that Quebec will be able to raise Quebecers’ standard of
living. According to the economic literature, the major drivers of productivity are
investment, which helps improve production methods and work organization; innovation,
which makes it possible to streamline processes or develop new products and services;
and education, which makes our workforce more skilled and versatile and expands the
pool of managers and specialists.
Government policy should be geared toward these drivers, rather than job creation, and
take them into account when devising strategies, choosing which industries and
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businesses to support, and identifying projects with promise. This approach is particularly
germane to the Laurentia project because of its size and scope, the public funding it will
require, and the regulatory constraints (environmental in particular) to which it is subject.
Therefore, in addition to the immediate merits of the project, the soundness of its
business plan, its potential for success, and the activity it will generate, we must also
consider how, directly and indirectly, it will add value and contribute to the overall effort
to create wealth and, more specifically, to making the economy more productive, within
the limits of its role. This contribution to productivity may take various forms—for
instance, the intensity of research and development, the volume of exports which, in
addition to supporting growth, enhances competitiveness and drives change in the
industrial sector.
Second, such an approach makes it possible to go beyond mechanical contribution and
consider economic growth. Be it a mine, a shopping centre, or a highway interchange, a
$775 million project is bound to have a major impact, no matter what its scale or
significance. A strategic industry’s contribution should not simply inflate certain economic
statistics, like exports, but also have a lasting effect on the economy as a whole. The more
relevant question is to what extent an investment will transform the economy and
society, even on a small scale, and how it will change the way things are done so that
efforts to make the economy more productive and competitive are more consistent.
These considerations beg questions of a more qualitative nature: In what way is a major
investment different? How will it play a strategic role in economic development?
Third, in using such an approach, it is important to broaden the scope of analysis to
include factors that are less quantifiable, more intangible, and, in some cases, more
subjective. This includes factors that are strategic yet difficult to measure, such as the
degree of control Quebec has over its development, its international influence, or more
sociological factors, such as the positive impacts of a project on pride and social cohesion.

The Economic Footprint of the Laurentia Project
Using this analytical approach, we have identified eight mechanisms through which the
Laurentia deepwater container terminal project can spur economic development,
productivity, and a higher standard of living, beyond the direct impact of its activities. We
have also identified four risk factors where the project could have a negative impact.
1- Attracting Strategic Investments
Investment is one of the main factors that drive productivity. The Laurentia project readily
meets this criterion, since it involves a major capital expenditure of $775 million. But not
all investments are equal. Specifically, they do not have the same effect on productivity.
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Investments in machinery and equipment, particularly by businesses, have a far greater
impact on productivity than investments in real estate, for example. Investments in new
production equipment and new information and communications technology (ICT)
systems help transform operations and drive change in corporate strategies, resulting in
new products, new markets, streamlined work organization, and process efficiency—all
of which will make the company more productive. Although Lauentia is primarily an
infrastructure project, a significant part of the investment will be devoted to equipment
and machinery.
Moreover, in its efforts to increase the level of investment and achieve a proportion
equivalent to its economic weight in Canada as a whole, Quebec is seeking to attract more
foreign direct investment (FDI). This is one of the objectives the Quebec government has
set for Investissement Québec. It is also central to the mission of Montréal International
and Québec International, two organizations dedicated to expanding the international
influence of Quebec’s two major cities. With Hong Kong–based Hutchison Ports as its
main shareholder, the Laurentia project aligns with these efforts.
2- Driving Innovation and Productivity
Innovation is another key pillar of productivity. The Laurentia project involves the
construction of a modern, highly automated container terminal. KPMG’s study
projections allow us to better measure the effect this more advanced technology will have
on productivity.17
“According to information sent to KPMG by the QPA, the terminal as currently envisioned
would be much more efficient than average for a North American container port, for three
main reasons: The Québec Port Authority’s partner wishes to build a highly automated
terminal; the modern facility design and choice of equipment allow for higher efficiency
than in existing average container ports, which were generally commissioned in the 1960s
and 1970s; and the predominant use of rail logistics implies relatively less labor-intensive
container handling activities at the terminal.
“Based on the assumptions of the QPA and its partner, in order to reflect a high level of
automation and generate conservative estimates of direct jobs created, a ratio of 0.40
jobs per container (TEU) was used for jobs at the terminal. This ratio is significantly lower
than the lower end of the Le-Griffin and Murphy range, corresponding to 1,500 containers
(TEUs) handled per person-year, or 0.67 person-year per 1,000 TEUs.”
Consequently, this high degree of automation will translate to a high degree of labour
productivity—50% higher than the industry average—which will further efforts to
increase economic productivity and its spinoffs, including technology transfer, skilled
labour, and increased competitive capacity.
17
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Another factor relates to technology: When production networks are better integrated
globally, driven by ICT in particular, a product can be made up of components from
various countries and its production can require movement of the components between
countries. This is called a global value chain. Improved port facilities could further
Canadian businesses’ efforts to plug into global value chains.
3- Providing a Springboard for Exports
For a small economy like Quebec’s, and even Canada’s, the limits of the domestic market
mean that growth depends in part on businesses’ ability to expand on foreign markets
and internationalize their operations. Exports are an important factor in the potential for
economic growth.
Ports are logistics hubs whose primary function is to facilitate trade. At the most basic
level, construction of a new container terminal would increase the physical capacity for
exports.
Outside the quantitative effect, it would also have a stimulating effect. The more
competitive maritime trade is in terms of costs, speed, fluidity, and simplicity, the easier
exporting will be and the more companies will be encouraged to open up to foreign
markets. By harnessing natural advantages and state-of-the-art technology, the Laurentia
project could make a positive contribution in this regard. Improving the port’s service
offer, which is what the Laurentia project proposes, will be a driver because it will give
export businesses more options, and facilitate access.
These benefits are likely to bolster governments, development organizations, and
chambers of commerce that are actively engaged in supporting and guiding businesses in
their export efforts, or convince businesses to take the plunge and explore the potential
of foreign markets. In some cases, the proximity of port facilities and their advantages in
terms of costs and access may be factors that could motivate a company to make the leap
to exports.
This could be the case, in particular, for companies in the greater Québec City area and in
the resource regions that use Québec City as their hub because proximity to a port facility
will not only reduce the cost of land transport for access to maritime transport, but will
also overcome some of the barriers that can hinder efforts to open up to foreign trade.
Increasing the capacity and efficiency of logistics hubs can contribute to the development
of foreign trade and, by extension, wealth creation.
Beyond volume and dollar value, the contribution to wealth creation will depend on the
nature of the exports, the degree of processing they have undergone, and thus their
added value. The export of high-technology manufactured products contributes more to
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wealth creation than that of raw materials and minimally processed products. In general,
containerized goods require more processing and, as such, a project that adds container
handling capacity can further diversify exports toward higher value-added products.
That said, maritime activities are a two-way street. While exports contribute to national
growth, imports play the opposite role: They are an outflow. GDP growth comes from the
difference between exports and imports.
Port facilities also receive goods from other countries. Having a facility such as the
Laurentia container terminal would also facilitate imports and thus, in principle, have a
potentially negative impact on the Quebec economy.
That said, imports should not be seen as necessarily negative, for three reasons.
First, imports meet the sometimes essential needs of consumers, businesses, and
governments, and often drive costs down.
Second, the increase in global trade after centuries of protectionism stemmed from a
view of economic development, now backed by international agreements, based on the
belief that it is better to obtain goods and services from other countries when they can
produce them more efficiently than us, and to produce goods and services for foreign
countries in areas where we have comparative advantages. This logic has led to an
increase in imports, but also to an increase in exports, a drop in prices, a global increase
in living standards, and the integration of emerging countries into economic circuits
(although the process has been uneven and often unfair in these countries).
And finally, we must not forget that a country cannot build on its exports if it does not
accept imports. It is a win-win strategy, especially for Canada, which exports more goods
than it imports and which, because of the limitations of its domestic market, needs this
access to foreign countries to ensure its growth.
4- Boosting Competitiveness
And, as a reminder, the terminal will lower transportation costs, helping businesses be
more efficient and thereby contributing to the country’s efforts to be competitive
internationally.
Quebec’s economy, like Canada’s, is being outperformed by its competitors, largely due
to its lower productivity. But its competitiveness is also affected by a set of factors that
raise the cost of Canadian products and services and erect barriers: taxation, regulatory
constraints, environmental and social obligations. Some of these costs cannot be avoided,
such as labour laws or environmental standards.
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But others can be reduced. This is the case of maritime transport costs, which are higher
in Quebec because of the configuration of the network, and which would be reduced by
the introduction of the Laurentia terminal. By reducing the unit costs of maritime
transport, introducing an element of competition, and providing companies with a certain
amount of choice, this project will contribute modestly to reducing the cost of doing
business in Quebec and will help make its companies more competitive.
5- Strengthening Connectivity
Another key factor to be considered is connectivity. Whether a country can successfully
develop its international activities depends in part on the scope and complexity of its
global connections, on the international flows of which it is a part. A study by Montréal
International 18 emphasizes the importance of connectivity and shows that flows are
multiple and can involve the exchange of goods, services, capital, people, and data. A port
facility is a link in one of these flows: the exchange of goods. But these flows are
interconnected and cannot be separated. This is obvious in the Laurentia project, which,
outside the eventual transport of goods, requires investment (a flow of capital),
technology transfer (a flow of data), and the movement of people and the participation
of foreign managers and investors (a flow of people).
In this sense, the Laurentia terminal is one more link in the network of flows that connect
us to the world and strengthen our ability to do better in foreign markets.
This added connectivity will initially benefit the Québec City region where Laurentia’s port
operations will be concentrated, but it will also help strengthen the role of the St.
Lawrence River ecosystem, and of Quebec as a whole, as a hub for trade and exchange
with the world.
6- Providing a Driver for Other Industries
Conventional measures do not take into account certain impacts that are more indirect
and far-reaching, including the development potential that a project can generate for
other industries.
The Laurentia project is based on a partnership. One of the partners is Canadian National
Railway, which will contribute its network and expertise to ensure the movement of
containers from the terminal. According to the proponents’ projections, 90% of the
containers that will be unloaded in Québec City will continue on by rail and only 10% by
truck. This will generate activity requiring additional personnel, which is reflected in the
impact calculations. But it will also allow CN to make better use of its infrastructure
capacity, to strengthen its hold on the networks of the eastern part of the continent, and
18
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to develop a market where it can compete with the rail carriers active at the ports of the
eastern United States. It will also solve a strategic problem CN currently faces: the lack of
direct access to the U.S. east coast.
Another industry may eventually emerge as the logistics hub gradually moves beyond the
strict confines of the Beauport terminal. A port facility is not limited to wharves adjacent
to waterways. In the case of the Québec City region, the industrial-port facilities are
spread over about ten sites, as shown in the illustration below (partly in French).

The equivalent of industrial parks, these sites have space to further develop activities
around maritime transport, including areas for storage and handling and space for
companies looking to set up shop close to port and trucking facilities and distribution
centres. This could have a profound regional impact on the greater Québec City area, with
new activities being added to the logistics hub.
7- Advancing Knowledge
We mentioned above that the three main drivers of productivity are investment,
innovation, and education. The Laurentia port facility will not have a direct effect on
education, as there is no significant need for R&D or specialized labour requiring the
development of targeted education programs. However, synergies between the project
and academia could be created if two initiatives—one in the production phase and one in
the planning phase—were to materialize.
The first is Quebec City’s ambitious “Projet de zone d’innovation du littoral Est,” involving
expenditures of $64 million to redevelop industrial land adjacent to Beauport Bay and to
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build partnerships with high value-added companies and research and knowledge
institutions. One of the three main research areas would be smart transportation in
multimodal logistics, which obviously aligns well with the nature of the Laurentia project.
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The second is the QPA’s intention to use the project as a catalyst to become more of a
technology incubator and innovation hub, through its ties with Ville de Québec and
research and educational institutions. The QPA’s documents indicate it intends to use the
Laurentia project to strengthen partnerships with institutions of knowledge—universities,
research centres, and CEGEPs—and to create a hub for R&D and innovation in issues
around the environment, energy, and water transportation. The QPA will also be part of
Port XL, an international maritime industrial technology incubator.
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8- Revitalizing the St. Lawrence River
The eighth and final economic impact we have identified is certainly the most critical:
revitalization of the St. Lawrence River as a trade route and strengthening the role of this
corridor, which is so central to Quebec’s history and has tremendous potential as a
catalyst for its future development.
The public policy context in which a project is developed or an industry operates must
also be considered. Under François Legault, Quebec’s Coalition avenir Québec
government has adopted a strategy promoting the St. Lawrence River as a tool for
development with activities related to production, education, and transportation.
Philippe Couillard’s previous Liberal government adopted a similar policy.
It goes without saying that, symbolically, the Laurentia project aligns very neatly with this
government strategy by strengthening one of Quebec’s two major ports and broadening
its scope of activity. It also makes a very critical contribution by boosting the volume of
maritime transport on the St. Lawrence River.
As shown earlier in this report, the volume of maritime transport has stagnated for a
quarter of a century, at 105 million tonnes in 1995 and only 110 million tonnes in 2019.
This stagnation is the result of a combination of factors, the largest being that a number
of secondary ports have closed or curtailed operations. These setbacks were offset by
growth of the two major ports, first Montréal’s and, to a lesser extent, Québec City’s,
although this growth was still not enough to offset the stagnation in volume on the river.
As a result, the St. Lawrence River corridor, taken as a whole, has been largely excluded
from the boom in maritime trade.
As we have also shown, despite the fact that the Port of Montreal is growing, it has lost
market share in the container sector—the sector that is the most promising, has the
greatest added value, shows the strongest global growth, and offers the greatest
potential for the future.
Adding annual capacity of 700,000 containers will help boost port activities on the St.
Lawrence River, restore some of its momentum, and strengthen its position in the
containerized goods sector.
Another more pessimistic assumption we can cautiously make is that the competitive
pressures on the Port of Montreal the container sector will only increase and that its
market share will be further eroded.
There is some evidence to support this assumption, apart from the slower growth in
container volumes already observed. First, pressure for lower unit costs in U.S. east coast
ports persists. Second, there has been a modest but steady reduction in the proportion
of containers unloaded in Montréal that continue by rail, as opposed to truck, meaning a
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growing share of Montréal traffic seems to be destined for the local market. These two
factors suggest that the Port of Montreal’s hinterland, its natural area of influence, is
shrinking, that it will become more of a local port, and that it will cease being a hub to the
U.S. Midwest.
The purpose of this study is not to evaluate such assumptions. At some point, it may be
beneficial to analyze whether this trend could ultimately pose a threat. But it would be
wise to prepare for such scenarios as a precautionary measure. If such an assumption
were to materialize, Laurentia’s contribution would be even more vital as an insurance
policy to strengthen the St. Lawrence River corridor and allow it to contribute to Quebec’s
development.
A Structuring Project
Two conclusions can be drawn from this overview of the economic impacts of the
Beauport deepwater container terminal project.
First, beyond the foreseeable economic impact in terms of jobs and activity, the Laurentia
project could have a structuring impact on the Quebec economy, helping drive
productivity, strengthen foreign trade, foster openness to the world, and improve
connectivity, all of which tie in to government strategies to create wealth and raise the
standard of living.
The second is that the container terminal will give new momentum to the St. Lawrence
River by tapping into the boom in global shipping. It will also help reverse stagnation in
port activities and allow the St. Lawrence River corridor to truly fulfill its role as a major
trade and communications route. In short, a project that will benefit all of Quebec.

Risks and Costs of the Laurentia Project
Like any other major project, the Laurentia project carries a degree of risk and
uncertainty. It will also come with certain costs and negative effects.
We have identified four negative factors that are important to consider. The first relates
to the risks inherent in a project based on long-term projections. The second has to do
with the impact the pandemic will have on maritime transport and the effects that these
disruptions could have on a port project. The third involves the terminal’s impact on the
environment and quality of life. The fourth concerns the impacts of a new container
terminal on the existing Port of Montreal terminals.
It is important to describe and assess these potentially negative effects and take them
into account. When assessing the project as a whole, the goal is to weigh the project’s
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advantages and disadvantages to determine whether or not the negative factors are
significant enough to justify abandoning the project despite its sizeable economic impact.
1- Soundness of Projections
The Laurentia project’s business plan is based on projections by the QPA and its two
partners, as well as the consulting firms called in to work on the project. As with any major
project, these projections carry a degree of risk given that the business plan assumptions
are subject to changes in the competitive environment and global economic conditions.
The COVID-19 crisis raging at the time of writing reminds us that even the most careful
economic forecasts are tenuous. For example, the Quebec budget, tabled on March 10,
was already obsolete just ten days later.
The reliability of projections is all the more salient for an organization like the QPA, which,
despite its status as an independent port authority, must manage federal territories,
juggle regulatory and environmental constraints, and rely on government funding. These
factors impose additional accountability requirements.
This study is not intended to validate the Port of Québec’s projections, business plan, or
market strategies. But it should be noted that the assumptions and the frame of reference
for the project—the paradigm shift in maritime transport, changes in the competitive
landscape, the relative costs of the various routes, the advantages of a deepwater port—
are based on independent and verifiable data.
It should also be noted that the Port of Québec is not in the Laurentia project alone, but
has joined forces with two partners that have in-depth knowledge of their respective
markets and will contribute two-thirds of the investment. Their extensive expertise and
willingness to assume the financial risks inherent to the project are a credible validation
of the project parameters.
Hutchison Ports, the main shareholder, which will build and manage the facilities, is the
world’s largest container port facility operator. With more than 50 terminals in 27
countries on five continents, Hutchison Ports has a far-reaching network that not only
gives it the expertise to assess market prospects, but also the tools to generate business
volume.
The other partner, Canada’s leading rail carrier Canadian National Railway, brings to the
table not only its rail network but also its in-depth knowledge of rail transport. According
to a Forbes Magazine ranking, it is the sixth largest railway company in the world and the
fourth largest in North America, where it operates across the continent.
Rounding out this expertise are studies by specialists and consultants who have supported
the port in its endeavours.
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While this information does not validate the financial and commercial basis of the
Laurentia project per se, it does demonstrate that this basis is solid and strong.
However, it should be noted once again that these projections are based on market
dynamics in a competitive environment. How they play out will depend not only on
Laurentia’s cost and time advantages on certain routes, but also on the effectiveness of
its market acquisition strategies and the steps taken by the affected ports to maintain the
loyalty of their customers.
2- The Pandemic’s Impacts on Maritime Transport
The COVID-19 pandemic will most certainly affect maritime transport by causing a sharp
recession, curbing trade, and triggering protectionist reflexes and supply chain
disruptions that will also have a negative impact in the longer term.
It is impossible to predict with any degree of accuracy the duration and scope of the
recession, because it will depend largely on non-economic factors and the pace of social
and economic reopening. But we can make some assumptions that narrow down the
possibilities.
A distinction must be made between the effects of the recession caused by the pandemic
and the pandemic’s structural effects on the post-COVID economy.
In the short term, the recession will have an immediate and significant impact on
maritime transport. The shape and timing of the recovery will depend on the evolution of
the pandemic, political strategies for reopening, and the level of economic resilience. We
agree with those who take a moderately optimistic view, such as the Conference Board
of Canada, that since this recession was artificially induced, unlike normal recessions, it
does not stem from underlying institutional problems (e.g., the financial system, crises of
state, or economic and corporate dysfunction). In that sense, we feel recovery could be
rapid, driven particularly by consumption.
Nevertheless, even if more pessimistic assumptions prevail, it should be noted that
Laurentia’s commissioning, scheduled for 2024, will occur when this recession will most
likely be behind us. Projections regarding the project’s deployment are also long term,
with a horizon of 2024–2035.
In the longer term, it is possible the pandemic could reinforce protectionist reflexes that
would have a negative effect on maritime transport. But a distinction must be made
between relatively marginal factors, such as political outcry, self-sufficiency measures
with limited impacts (medical supplies, food), and farther-reaching phenomena, such as
the reconfiguration of global value chains or a reduction in trade with China due to
increased tensions with the Unites States.
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We speculate that these effects, though unlikely to disrupt global trade, could
nevertheless slow the natural growth of trade and thus affect the growth curve of
maritime transport.
It should be noted, however, that this lower growth will lead to increased competition,
which could benefit the most competitive players.
3- Social Acceptability
No major project can achieve an across-the-board consensus. Often, the real or perceived
negative effects are more social in nature. For decades, negative reactions have focused
on quality of life impacts and environmental issues. The Laurentia project is no exception.
These issues, often broadly described as “social acceptability” questions, are not
discussed in this report. But it is important to mention them, since it is impossible to
separate economic considerations from social ones. Societal issues do affect the purely
economic aspects of projects.
In the case of Laurentia, the issues, raised before the Canadian Environmental Assessment
Agency, concern impacts on aquatic environments, a challenge common to all port
facilities, and on quality of life (i.e., the use of Beauport Bay), another issue ports typically
face, as they are generally located in urban areas and must reconcile urban and port
activities. But we know that the Laurentia project will not get the green light from
regulatory authorities if it does not adequately address these issues. Its success will also
hinge on the quality of the QPA’s interactions with the community, which we touched on
earlier when discussing knowledge-related issues and the innovation zone.
But most importantly from an environmental standpoint, one key rationale justifies the
Laurentia project—the fact that 90% of ground transport from the terminal will be by rail,
which has a significantly smaller carbon footprint than truck transport, one of the main
sources of GHGs in Quebec. Maritime and rail transport are a sustainable alternative—
and certainly the least intrusive way of moving goods—especially as the new terminal will
accommodate larger, more recently built ships.
According to a March 2020 report by Deloitte on environmental and economic aspects of
the Laurentia project, the increased use of maritime transport and rail interconnections
will have a positive effect on carbon footprint and reduce greenhouse gas emissions by
one million tonnes over a 15-year period.
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4- Impact on the Port of Montreal
When a new player enters a market, it may end up competing with existing players. That
is what will happen when the Laurentia terminal opens in 2024, giving the Port of Québec,
which previously did not handle containers, a capacity of 700,000 TEUs per year.
The terminal may affect ports in the same geographical area and those on the Atlantic
coast, which compete to attract shipping routes and supply a portion of the continent,
mainly New England, the U.S. Midwest, Quebec, Ontario, and central Canada. These
include the ports of Norfolk, Virginia; New York/New Jersey; Halifax; and Montréal.
As regards competition and from a national perspective, no one in Canada will object to
a Canadian port taking market share from a U.S. port. This will rightly be seen as a gain
for Canada.
However, a new facility’s potential impact on other Canadian ports such as Halifax and
especially Montréal, will raise legitimate questions. From a Canadian perspective, it’s
legitimate to ask how a new facility in Canada that displaces operations at another
Canadian facility can be beneficial. This is a question that the federal government, which
has jurisdiction over maritime transport, will certainly ask. It is therefore important to
quantify the negative impact that the Laurentia terminal project could have on Canada’s
east coast ports.
For the Port of Halifax, there is no evidence it will have a significant impact. This smaller
port handles 546,691 TEUs and boasts two key natural advantages: its deep water and its
proximity to European ports. Its role as a port of call for ships travelling along the east
coast generates much of its business. These are routes that the Québec City terminal
could not attract for the simple reason that it’s too far away. Moreover, the Québec City
strategy is aimed more at serving the Midwest, putting it in much more direct competition
with New York. Still, a terminal in Québec City could certainly affect plans for the possible
development of the Port of Halifax, a project still in the early stages.
In contrast, it is clear that a new container terminal on the St. Lawrence River will affect
the Port of Montreal, the river’s only container port, by potentially taking away a share of
its market and affecting its profitability.
Especially since Montréal is preparing, pending government approvals, to invest in a
container port terminal in Contrecoeur and has signed a $300 million financing agreement
with a federal government agency, the Canada Infrastructure Bank—and the Laurentia
project will also need federal government support to complete its own financing.
It is therefore important to analyze the impact of the Laurentia project on the Port of
Montreal, using a two-part approach. First, by assessing the Laurentia project’s potential
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impact on its Canadian competitors as best as possible. Second, by contextualizing this
impact to determine how and to what extent negative effects will be offset by positive
ones that justify going forward. In weighing the advantages and disadvantages, the
former will need to clearly outweigh the latter.
The impact of the Laurentia project on the Port of Montreal is very difficult to assess
because it is based on imprecise business projections and market dynamics that are not
completely controllable. For this study we used data acquired by the QPA, with its
partners and consultants. This data was compiled with a specific goal—to determine the
potential of the Laurentia project and draw up a business plan for the Port of Québec. It
must therefore be used with caution, not because its quality is questionable but because
it is important to remember the purpose for which it was gathered: to serve the QPA’s
interests, not those of the Port of Montreal. However, the data does provide an idea of
the scope of the issues at stake, bearing in mind that it should be complemented by the
MPA’s contribution and analysis.
Projections regarding the Laurentia project’s potential by international consultant
Mercator20 are based on an extremely detailed review of each maritime transport entity
serving Montréal, the types of ships currently in use, and those that could replace them,
and, for each of the three main routes (Northern Europe, the Mediterranean, and Asia),
an analysis of volumes arriving at each east coast port (Halifax, New York, Norfolk,
Montréal, and Québec City) and the North American destination of the containers
handled at each of these ports.
We described Laurentia’s two-step business plan above. First, LUTU (lighten up–top up),
a two-stop system allowing maritime carriers to bring in more cargo on incoming ships
and offload part of it at the Beauport terminal in Québec City before continuing on to
Montréal with a lighter load. And the opposite on the way back. Second, in the medium
term, accommodate big 14,000-TEU ships that would go no further than Québec City.
These two phases will have different effects.
In the LUTU phase, Mercator estimates that Laurentia will be able to secure contracts for
370,000 TEUs, about half of its capacity, and that this volume will steadily grow. The study
estimates that 16% of the volume that Québec City attracts will come from Norfolk,
Virginia, 6% from Halifax, 43% from New York, and 35% from Montréal. It should be noted
that, according to this study, nearly 60% of the volume will come from Québec City’s
ability to capture market share currently held by U.S. ports, mainly for containers destined
for Canada and the Midwest.
Mercator further estimates that Laurentia would capture 10% of the containers currently
handled in Montréal and destined for Quebec and Ontario. Part of this shift will stem from
the fact that Laurentia provides a better and cheaper alternative for clients in the greater
20
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Québec City area and other regions far from Montréal by reducing their need for ground
transport.
When Québec City begins accommodating larger ships (8,000 TEUs and perhaps up to
14,000 TEUs) directly from Asia with containers bound for the Midwest and Ontario, the
LUTU system will not be used because these ships are too big to continue on to Montréal,
even with a lighter load. However, there would be no impact on Montréal because these
routes are currently served by U.S. ports and Montréal does not occupy this niche. No
Asian shippers use Montréal as a gateway to the Midwest. In this case, Québec City would
build on its advantages over New York to supply the U.S. economic heartland at lower
cost.
In concrete terms, these projections indicate that the Port of Québec and the Port of
Montreal will compete for a portion of the container handling business, but this portion
represents a small volume. After a few years, the projections indicate that the Port of
Québec could attract 190,000 TEUs that would otherwise have gone to Montréal.
This potential market loss may seem significant. In 2019, the container volume handled
in Montréal was 1.745 million TEUs. With the natural growth of this market, this volume
should reach about 2 million by 2024, when Laurentia is expected to begin operations.
The loss of 190,000 TEUs to Québec City would represent a 9.3% drop in Montréal’s
container volume, which is non-negligible. But it is important to consider that container
handling is not the Port of Montreal’s main activity; in terms of tonnage it represents 37%
of the total. Laurentia would thus represent a 3.3% shift in total tonnage away from
Montréal: not a massive amount but still worthy of consideration. The impact could be
partially offset if the LUTU system implemented with the new deepwater terminal leads
to an increase in Montréal-bound container traffic because of the cost reductions it
enables.
The solidity and resilience of Montréal’s logistics hub and its well-integrated port facilities,
carriers, and users must also be taken into account. And we cannot rule out that this new
configuration will enable Montréal to increase its business if it plays its cards right.
What do these results mean? Initially, with the data available to us, Montréal’s activities
would be affected in a real but limited way. This would not jeopardize the growth of
container traffic in Montréal, but it would affect the rate of this growth.
But looking beyond the status quo, another assumption to consider is that the Port of
Montreal would be more significantly impacted by the transformation of maritime
transport. In this case a terminal in Québec City would not cut into Montréal’s volume,
but rather serve as a lifeline by ensuring a certain level of activity.
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A Frame of Reference for Informed Decision Making
We have just seen that building a container terminal in Québec City could have a negative
impact on the Port of Montreal. This impact is limited, but real nonetheless, and must be
taken into account in the development of the Laurentia project.
But in order to take this into account, economic issues must be addressed in a manner
befitting a major infrastructure project whose impacts will be felt in the long term. This
cannot be achieved through conditioned reflexes, but rather by applying an analytical
framework that provides the necessary perspective and prompts us to think differently.
To take this negative impact into account and assess the relevance of the Laurentia
project, we have to rethink the conceptual framework traditionally used for maritime
transport issues. This framework should be based on four principles of thinking that guide
decision making and allow for informed choices: thinking in terms of growth, competition,
the St. Lawrence River ecosystem, and complementarity between Quebec’s two major
cities.
1- Thinking in Terms of Growth
Maritime trade is not static. As we have seen, it is actually a sector of continuous change
and strong growth.
This is also true, albeit to a lesser extent, of maritime container traffic on the St. Lawrence
River. Mercator’s projections cited above show that, compared to the 1.745 million TEUs
of containers arriving in the St. Lawrence River in 2019 (all en route to Montréal), in 2035
Montréal could see 2.720 million TEUs of volume.
It is important to stress that, despite the entry of Québec City, there would not be a
reduction in the volume of containers handled in Montréal, because container activity is
projected to grow from 2020 to 2035. That means that the main impact Laurentia would
have on Montréal would be to reduce the projected growth rate of its container
operations. In the period from 2020 to 2035, the rate of growth would be 56% rather than
66%. Other things being equal, the average annual growth rate would therefore drop
from 3.5% to about 2.5%.
However, the Port of Montreal’s growth would be in addition to the Port of Québec’s,
meaning that with the combined volume of both ports, total container traffic on the St.
Lawrence River would see TEUs double from 1.745 million in 2019 to 3.515 million in
2035.
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The 3.515 million TEUs projected is a significant figure. This considerable volume growth
potential must be taken in context for an economy that relies on growth to improve living
standards.
In light of this data and growth dynamic, we do not believe that the new Laurentia
terminal throws the Contrecoeur terminal project into question. The Port of Montreal,
according to its statements, is already stretched thin in its container handling capacity.
Projections indicate that the MPA will need space to accommodate at least an additional
one million TEUs by 2035, requiring significant expansion of its facilities. In addition, the
construction of a new terminal has many advantages: modern facilities, distance from the
congested urban centre, and increased productivity.
2- Thinking in Terms of Competition
We would add one important point. If Québec City’s new container operations affect
Montréal, it will be because Québec City offers services that appeal to shipping
companies, importers, and exporters who see it as a preferable alternative. This is the
very essence of competition, which spurs emulation, choice, creativity, and business
dynamism.
It is true that, with Laurentia, Québec City would be entering a market up to now occupied
solely by Montréal. However, the argument that Québec City should not get into
containers because the market is and should remain the Port of Montreal’s reponsibility
cannot be accepted. The logic of vested rights and turf wars, with the artificial monopolies
it allows, has no place in an economic development strategy, because it runs completely
counter to the ideal of pursuing excellence.
Even though the arrival of a new player may put uncomfortable pressure on the MPA, it
is important to keep in mind that competition plays a dynamic role in an economy such
as ours, which relies on market mechanisms, competition, innovation, and
entrepreneurial spirit. Competition can have a stimulating effect, even for those it
disrupts. All the more so given the Port of Montreal’s reputation as a vibrant port and
outstanding logistics hub.
Competition also has a very healthy effect on the market because it can lead to potentially
advantageous prices and cost reductions by giving those who rely on maritime transport
more choices and alternatives.
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3- Thinking in Terms of the Ecosystem
But to fully grasp the benefits of an increase in volume on the St. Lawrence River and the
positive effects of competition, a new frame of reference is needed.
The most important dimension to consider is this: Montréal’s relative weakening and the
inflection of its growth curve will be more than offset by the increased business attracted
by the new Laurentia terminal. The number of containers that transit via the St. Lawrence
River will skyrocket, doubling business, expanding its offerings with two container ports,
and making it an active player in the large container ship segment—a fast-growing niche
from which it was previously excluded.
We believe that from a wealth creation perspective, these issues must be addressed by
considering the impact on the entire St. Lawrence River—on the St. Lawrence corridor as
a whole—rather than on each port in isolation. And that these gains for the St. Lawrence
corridor will benefit Quebec as a whole.
The question is not whether the Laurentia project might cost Montréal a small portion of
its business volume, but rather how much Laurentia will benefit the St. Lawrence River as
a whole.
The logical frame of reference must be the St. Lawrence River, a trade route that is a true
ecosystem, a whole that is greater than the sum of its parts. That is what matters for
Québec City’s economic development.
This is not a zero-sum game where, to use the popular expression, we’re robbing Peter to
pay Paul.
By adding modern port facilities, increasing container traffic, and strengthening the St.
Lawrence River’s role as a shipping route, the Laurentia project will deliver economic
benefits that far outweigh the limited decline in traffic in Montréal. The potential and
relatively modest losses for Montréal will be largely offset by the gains for the entire St.
Lawrence corridor. Without minimizing these potential negative effects, the advantages
clearly outweigh the disadvantages.
This way of looking at things based on the needs of the waterway as a whole breaks from
tradition. It doesn’t come naturally, because even though ports are under the same
federal authority, they operate as independent entities with no common framework for
decision making or even consultation. Their development tends to occur in silos. The
development of the St. Lawrence River as a whole is generally not considered.
For decades port authorities fostered a culture of fiefdoms, which fortunately has evolved
with the arrival of more open administrations, both in Montréal and Québec City. But
there is still a need for a more comprehensive decision-making mechanism and
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coordination tools that allow for greater dialogue, consultation, and action with regard to
the river ecosystem as a vector for development to maximize the potential of this
communication channel.
For Laurentia as well as Contrecoeur, a modicum of coordination would not undermine
the port authorities’ independence or hinder competition. Better communication
between the Montréal and Québec City port authorities would help limit the undesirable
effects and maybe even pave the way for a certain harmonization of strategies that would
be in the best interest of Quebec’s economic development.
4- Thinking in Terms of Complementary Between Quebec’s Two Major Cities
This being said, the Laurentia project may nonetheless spur resistance in Montréal and
be chalked up to what has been described as the Montréal–Québec City rivalry. This
warrants several remarks.
Regardless of the particulars of the Laurentia project, it is important to start by stating a
point of principle—the importance of defusing the tensions between Montréal and
Québec City in all circumstances.
A more political sidebar is in order here. The dynamics of the Montréal–Québec City
rivalry don’t manifest in all spheres. Montrealers don’t resent or feel jealous of Québec
City for its economic success, nor do they see it as a competitor. Montrealers’ points of
friction with Québec City relate more to the bureaucracy’s failure to take Montréal into
account in its decisions and actions. That factor does not apply in this case. Especially
since port issues are not a mobilizing issue in Montréal, because the people of Montréal,
and even its economic sectors, are not very aware of the importance of maritime
transport and are traditionally cut off from their river.
Just as we have suggested that maritime transport be considered from the perspective of
the river as a whole, an ecosystem greater than the sum its parts, we must also consider
Quebec as a whole whose development is largely based on the vitality of two urban
centres—the Montréal metropolis and smaller Québec City—each with a significant
sphere of influence. Quebec wins when these two complementary centres work closely
together. The mayors of both cities understand this, and so does the business community.
The notion of complementarity can be transposed to port activities, for example, to
ensure that Montréal’s political and economic communities don’t perceive the Laurentia
project through a local lens, but instead see the benefits for the river and the province as
a whole.
Therefore, with well-developed economic arguments, the Laurentia project can be
presented in a way that will see it welcomed in Montréal and ensures that instead of
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dividing, the project introduces yet another way to boost complementarity between
these two Quebec cities that share this great river.
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