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Introduction

The aim of this research is to study the impliaadiof the topographical changes in the Arctic aoa h
this affects the NSP, this will also include ak thistorical countries involved by bordering thasritory.

It is said that, due to climate change and glolmiming, the Arctic Ocean is undergoing some sigaitt
topographical changes. There increasingly lessaied,this is opening up new opportunities for simgp
routes. It has been proposed by Kefferpitz (20t8), tbefore the end of the twenty first centurg th
temperatures in the Arctic are expected to incréase four to seven degrees Celsius (p. 1). Thieea
models predicted that the Arctic could be ice fogehe summer of 2030. Evidence showed that in 2008
there was a 65 percent decrease in Arctic ice. grbatest decrease in the summer Arctic ice caps on
record was from 2007 to 2009. Although, there isand@00 percent accurate date as to when the Arctic
will be free of ice, Canada and other Northern ¢oes should begin to strategize how to utilize nieev
Arctic passages that will becoming available. Thauld involve setting up new shipping routes,
navigational aids, ports, and developing new eqeimmo deal with icy conditions. Not only does the
Arctic offer new shipping routes, but also, 13 ertcof the world's oil reserves and 30 percenthef t
world natural gas resources are said to be in tkecA Therefore, the objective of this paper istmnpile
information on the relevance of the fast approagipirospect the Artic has to offer. Decisions neebe
made on ownership of territory and the paper shagent territorial disputes and developments. The
prospects of sovereignty is outlined, which invelwehat individual countries are doing to maintain
sovereignty or develop ownership over the NSP. Algloat sort of interests does the marine shipping
companies have in reducing their travel distanoeuigh the use of the NSP, this includes the codt a
lead time delivery savings that the NSP can off@mally, the technology and equipment development
considers what investments are required to makeethar use of NSP possible (Kefferpiitz, 2010).

Due to the time significance, where the prospedtshe NSP may become available sooner than
theorized, this paper researches recent informatgarding the Arctic and what studies have been
conducted regarding the relevance of sovereigrtigping prospects, and cost savings. The research
method is exploratory research based on evideneghveluggest that the availability of Arctic shipgin
routes is fast approaching. This needs to be relsedrso that Canada can gain a stronger percemtion
what similar positions it can take when compareattoer countries bordering the Arctic, in order to
obtain ownership over the Northwest Passage.

Literature review

Type of paper: Regular Valladares Montemayor & khead



With less ice in the Arctic, there are opportusitfer new shipping channels to open up. Theseioln |
Europe from the Northeastern Coast to Asia. Espciatriguing is Canada’s Arctic Archipelago
Northwestern Passage or through Russia’s North@astassage. Whereas, with the use of Northern
Shipping Passages (NSP), this paper encompasgessaible shipping routes in the Arctic Ocean. Ehes
new shipping prospects are only a matter of timeweéver, the new shipping routes are a threat to
Canada’s sovereignty; and, Canada should be awatese new northern shipping route prospects in
order to take first mover advantage and ensumitérol in security and navigation of its northeoastal
border. In December of 2009, the House of Commatedvto name the North West Passage instead of
“Canadian Norwest Passage” (p. 794). However,dbes not mean the rest of the world is on board wit
Canada’s claim to the north (Lasserre & Pelle&11). When referring to the Northern Shipping Rout
(NSR), this entails a route that is between thamtit Ocean and the Pacific Ocean, which thisdagl
Russia’s boarder of Siberia and then crosses fikaicAseas; which include: Barents Sea, Kara Sea,
Laptev Sea, Eastern Siberian Sea, and ChukchiT3®aNSR includes all possible routes between the
Atlantic Ocean and Pacific Ocean which makes usthefeastern part of the Atlantic Ocean. (Liu &
Kronbak, 2010). It was first referred to as the tNeastern Passage, until the beginning of tH& 20
century. It is the shorter routes, which these hwrt passages can offer that are so alluring; hemwev
there is a lot to consider before opening these raues to numerous shipping companies (Lasserre,
2011).

Canada’s Position on its claim to the Northwest Pasge

Canada'’s initial claim to the Northwest Passageaestdn 1909; where, a proclamation by Senatori&oir
divulged that Canada could enact lines from it¢heest north eastern and north western points, then
connect them to the North Pole, and this woulddensas Canadian territory (Rothwell, 1993). Howgver
sovereignty is a very complex issue especially wyaun add in the Arctic. At certain times of theaye
the Arctic is solid, and others there is open watds makes territory difficult to normalize. Algrwith

that there are Inuits who are native to the arehhmve established use of this area when it iefrar
thawed. This aids Canada to establish what Johii262) calls “internal sovereignty” (p. 146). Sonfe
the numerous objectives to consider when it coreSdvereignty, would include: political, public,
military, geographical, laws, principles, and eomimental management. All these put together only
complicate matters, when considering who has tipeesoe claim over the Northwest Passage. Also, if
Canada can not demonstrate a strong effort to alotitese, where its Arctic north is concernedgsit i
likely that other candidates will attempt to mowmgJdohnston, 2002).

Canada’s standing with Sovereignty

A relative type of sovereignty, which is not corsigld absolute, would be Johnston’'s explanation of
“external sovereignty” (p. 146). This is represenby the external form of a state’s sovereigntyjcivh
comes from a global framework, a basic notion déristate sovereignty stemmed from neighboring
states. From a comparative point of view, it carpbimted out that Canada does not quite contribute
being an effective and secure member of an ingge-stystem. This would be better demonstrated if
Canada had control over all activates that tookepla the arctic. Probably seen as the initiatoa to
decline in Canada’s external sovereignty, wouldwb®re, vessels in 1968 and 1970, respectable the
Manhattan and thePolar Sea, traveled through the Canadian Northwest Passadewitconsent. This
demonstrated to other nations a vulnerability @anada may lack the resources to adequately gh#ol
north (Johnston, 2002). However, at the same tiiseeincouraged Canada to increase its patrol sfiiort
the Arctic. Also, Canada is attempting to establisRolar Code, which is based on the approval ®f th
International Maritime Organization (IMO). Althoughs of yet the Polar Code is in draft form. Tlosde

will update old legislation, which for Canada’s dégjislation permits the dumping of raw sewagehia t
Arctic. Carbon emissions is also in considerationthe Polar Code; and, research is being conduoted
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determine how much GCGemissions could affect the Arctic’'s environmerdnsiderations will include
local and global contributors to adequately guige policy. Receiving approval from the IMO, would
have been less abstruse if Canada were to hawadettlthe Arctic in extending the North American
Emissions Control Area (ECA). However, at the tithe Arctic was not included, due to its limited
population and sparse marine traffic. Also, Canaa®aan interesting position when arguing its shvoeel
ownership. In 1970, Canada adopted the Arctic VEdRetlution Prevention Act (AWPPA), which claims
200 nautical miles from Canadian shores is to em#del under Canadian shipping regulations (Gedeon,
2013).

Political Risks

With the increase in access to new shipping teregothere are five countries that have stakedién t
northern shipping route: United States, Russiawdgr Canada and Denmark. These territories arereith
adjacent to or encroaches the Arctic Ocean. Caaadahe United States are in conflict over who &hou
hold the legal title over the Northwest PassagédtedrStates deems it to be an international sttaluit
should fall under international law. However, Camagposes this, claiming that it is a historic ing
water way. Settling this argument is essential bsedhis will determine which party has the jurcsidn
and control of the new opportunities, which canenffenvironmental, strategic control, and new
commercial possibilities. Similar arguments takacplwith the Northern Sea Route, and currentlysius
states that it falls under the underits jurisdictiAs ice melt accelerates, these disputes willy onl
intensify (Howard, 2009). Contrarily Haakon Bruuarn$sen, an admiral of Norway, states that the @rcti
is “probably the most stable area in the world'istis seen with all countries following the rulesid
legal norms are established (The Roar of Ice Cnaggld013, p. 49).

In addition to the political discontent between ttmuntries mentioned above, there are also powerful
NGO'’s (None Government Organizations) that may sppihe development of the Northwest Passage,
claiming ecological damage. For example, Vladimhu@rov- head of Greenpeace/ Russia’s energy
program- has said “there is no possibility, in Rauss any other Country, to develop this route im a
ecologically safe mode” (Weir, 2009).

Russia’s Claim in the Arctic

Russia has demonstrated interest in the NortheaStea Route back in the late™&entury and early
20" century. Around 1910, Russia began to send ity oaw to map and explore the Northeastern Sea
Route. To exercise sovereignty in soviet timesahgere several permanent polar station erected, and
during this period, numerous flags were plantestaie territory. New state boarders were estaltislye
the Soviet Union in 1926, where 5842 kilometerarfrthe North Pole to the Bering Strait and Kola
Peninsula was claimed. The UN commission on theitkirof the Continental Shelf (CLCS) is
empowered to make decisions on extensions of thénemtal shelf, which would be to extend the 200
kilometer exclusive economic zone (EEZ). In 200lis&a’s approached the CLCS to establish its first
legal claim, where, if it were successful wouldi#amtRussia to 45 percent of the Arctic (Kefferpiitz
2010). However in 2008, Russia had released aalpg®ssive arctic strategy, where it emphasizdsrha
order for its country to stay current in world aféa Russia must be involved in its Arctic develagorh
Russia is determined to stake its claim and inerégassovereignty in the Arctic (Manicom, 2011).

The United States Stance on Sovereignty for the Nibrvest Passage
From the United States point of view, it is theatief that the Northwest Passage should hold titesof

an international straight, which means a “straigééd for international navigation” (p. 148). Jolanst
(2002) states this came from “Article 37 of the 298N convention on the law of the sea” (p. 148).
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However since there is infrequent shipping traiffithe area, which is publically recorded, this sloet
allow for the Northwest Passage to be simply di@skias an international straight. Today it is more
common to receive consent from Canada to use tbgaga. This reinforces that it is not an intermetio
straight, since consent is required. Since 198&egtls an “Agreement on Arctic Cooperation” between
the United States and Canada, states Johnston,(B0Q28). This agreement is such that, the United
States and Canada are to share icebreaking ser#itsugh, by Canada not entirely managing the
aspects of the Northwest Passage, other countoiglsl perceive this as another decline in Canada’s
sovereignty. Currently there seems that little rieé between Canada and the United States to tivess
matters further by taking it to international adpadion (Johnston, 2002). According to Weir (2008

US has begun of late to recognize waking up theié\possibilities by challenging Canada’s sovergign

Denmark Direct Competition for Canada’s Arctic Soveeignty

Due to that fact that Demark owns Greenland, this [Demark as Canada’s second closest neighbor,
next to the United States (Byers, 2009). In 1973yds agreed by Canada and Demark to divide the
continental shelf between Canada and Denmark dterMiddle, which is the same line that divides
their fishing boundaries. It is this line that ruhsough the center of Hans Island. Therefore, Hslasid,
Denmark and Canada both have a dispute with thien @& a small rocky outcrop, which is between
Ellesmere Island and Greenland (Byers, 2009). Gpresgly, whichever country wins this dispute will
have say in who visits Hans Island, and what d@atvican take place there. Demark has the sameestan
as any other Country, that boarders the Arctic. 8dms hopeful to gather evidence that will suppait
claim over the ocean bordering Greenland (Holm@882 Byers (2009) states, that in 2008, Denmark
hosted a summit, that took place in Greenland,lais for five Arctic countries that border the Acdb
affirm their commitments which include, Arctic laand scientific mechanisms for establishing clafim
continental shelves.

Norway'’s Stance on Arctic Sovereignty

Other than Russia, Norway was the only other cguidrfile a legal claim that would extend its
continental shelf that would reach into a part e Arctic (Holmes, 2008). However, overall Norway
does not come across as very aggressive towardaipgrownership of the Arctic seabed, this is |brge
due to Norway previously admitting that it does hawve a continental shelf that extends as far @s th
North Pole. Conversely, there is a suggestioniffRtissia and Norway can come to a mutual agreement
on Russia’s claim that the Continental Shelf Corsiois would be more likely to validate both claims.
Therefore, Norway did concede, that it was negoiatwith Russia to submit a unilateral claim.
Therefore, at this time both Russia and Norway seeto be on good negotiation terms; however, as
more countries enter aggressive pursuits of theidrpleasant negotiations are more likely to break
down, and this will test the United Nations Convemt_aw of the Sea (UNCLOS) framework (Holmes,
2008).

Canada’s approach to maintaining its Arctic Soveragnty

First, before the Northwestern Passage is est&blish first has to be deemed useful, not just
characterized to have potential use, which is itlgent standing. Although, if the number of vessels
increases along this route, without seeking Carsagaimission, the legal status Canada has over this
claim can be challenged; where, this passage dmeildeclared an international passage. Overall, this
would limit Canada’s ability to govern the marineipping practices; and, there is potential that the
International Maritime Organization would take oy#O). The main way to prevent this, is to have th
Canadian Government’s presence in this region, evheshould be reinforcing Canada’s sovereign claim

It is argued that with the vast amount of territdryras in its North, that Canada lacks the resesito
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enforce its governance over this region. Howevandda does possess some strategic capabilitiese whe
it operates a fleet of five icebreakers in the sagiwhich guide foreign vessels. There is the Cemad
Forces Northern Area (CFNA), which is composed®fé&gular forces and operates out of Yellowknife.
Also, the Canadian Ranger Patrol Group works with@FNA to assert a military presence in the North.
Through the North American Aerospace Defense Condm@ORAD), Canada has a number of
unmanned radar sites. This North Warning System $)Wrovides North America with surveillance of
the Arctic Territory. These combined efforts allo@anada to establish a presence in the
Arctic (Carnaghan & Goody, 2006).

Major movements towards Sovereignty

There would need to be a fair and equal distriloutidd resources in the Arctic, with there being an
estimated 13 percent of the world’s oil reserve adgercent of world’s natural gas. Whereas, there

a United States geological survey conducted in 2B8Bestimates there is around 90 billion baroélsil
hidden within the Arctic continental shelves (Mamit, 2011). Also, it is said by Manicom (2011), that
most of these resources are within the undisputealsanear the shorelines (p. 335). Each statesniati
sovereignty needs to be considered, which could partial jurisdiction that would be granted ovee t
Arctic continental shelf and this would be relevaata domestically political issue. Internationadigal
presences attempt to balance these issues threagthy litigations that are geared towards fostgrin
cooperation between neighboring states. Each atwmpts to put in their own efforts to work towsird
solutions for managing and controlling the arctiatevs effectively. Canada and Russia are recorded a
being very involved in researching the Arctic sehlde Canada, this was demonstrated in 2008 when th
Harper government announced that it would be ualeng a geo-mapping expedition to exploit natural
resources that were previously hidden under icetandra. Whereas, the secretary of Russia’s Sgcurit
Council, Nikolay Pastrushev insists that the Aratiost be awarded to Russia for its future security.
Following similar steps as to the approach that Bag took with determining its maritime boundatie
this could reduce obstacles in creating policyis ltmportant to bring the oppositions to a coopeeat
negotiations, as well as multilateral confidencédinuyg, to reduce the animosity between the parties
important first step would be to develop mappingween Canada, Russia, and Denmark. There have
been efforts between Canada and Denmark to codedawast guard patrols of the Arctic, by simulating
search and rescue missions. Canada holds an amiliafy exercise in the north and in 2010 United
States and Danish forces joined the exercise, wRessia failed to participate. This could be due to
Russia’s media fostering an ongoing fear that tliera collaboration of oppositions towards Russia’s
claim on Arctic territory, which Russia’s media fees from Western Arctic countries (Manicom, 2011)
Nevertheless, there needs to be clear policiesaitepo clarify Arctic boundaries. These have tddie
and equal to prevent resource wars from developing.

Effects on Major Canal Routes

Canada’s Northwestern Passage and Russia’s Nogbarroute eventually will directly compete witle th
current Suez and Panama Canal- which it is proptzsedt shipping travel times from Asia to Europe i
half for four months or more in the summer. Schegged Brathen (2011) estimate that the NSR are an
approximate 40 percent shorter distance; whereyrden@€harron (2005) states that this route would be
approximately 7000 kilometers shorter between Eeiiaud Asia, when compared to the current route that
is available through the Panama Canal. The nevesazdn save on time, fuel, reduce emissions, pemot
more trade, and reduce the pressures on the neagly capacitated current routes (Howard, 2009).
However, even though emissions will be reduced tdushorter travel times, new emissions will be
redistributed in the Arctic, where the ozone is fiaore sensitive to global warming. The amount of
freight is currently growing at about 6 percent pear; which, it is proposed that the capacity el at

its maximum for the Suez and Panama Canal by thkeleiof this century. This allows for some of the
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excess capacity to be redistributed through théladbity of the Northern Passages. Overall, it is
estimated that taking the Northeastern Route caunltren an average of 15 percent lower yearly costs
(Khon, Mokhov, Latif, Semenov, & Park, 2010).

Shipping Companies Perspective on the Northern Shiging Passages

Not all companies are in agreement with moving rtteiipping routes to the north, and this was
demonstrated when a poll was taken. Different fimese divided by different regions, such as: Europe
North America, and Asia; and, even further by difg sectors activities: container shipments, aall-
roll-off, bulk, general cargo and specialty car@d.the companies that have expressed interestein th
Arctic, eight already have a presence in the Artkiree of these are in the bulk sector and therdirare

in the general cargo sector. Altogether a totall6fcompanies expressed interest in Arctic shipping
routes, according to a study conducted by Las420#0), with 10 of these being from Europe and the
other 7 from North America. This was out of a totél98 possible shipping companies. Those that
expressed no interest, indicated that this wastdua lack of port facilities and navigation senrgce
mainly on the Canadian side. Other concerns wezectimditions of the routes, mainly risks posed by
growlers or smaller icebergs. These would causamte reduce its speed below a limit that would be
beneficial to saving time or fuel costs. Along witlebergs, fog, and poor visibility, these woulddeo

an increased risk of accidents. All these aspedaisldvmake insurance and other sources of risk
mitigation not only difficult to attain, but alsdhe expenses may exceed the benefits (Lasserre &
Pelletier, 2011).

Infrastructure and Physical Requirements

For each Arctic passage there would have to be biess developed so that ships can travel on alaeg
basis. When it is established who is responsibleeéch area, ships would have to be able to receive
assistance when needed, within a minimal time framen if this includes replacement ships (Verny &
Grigentin, 2009). Each ship that is operated inAhgtic must have reinforced hauls to withstand aaip
and friction from coming in contact with ice. Asetlheduction of pack ice accelerates over time,ethes
reinforced hauls will be less compulsory (Verny &dentin, 2009). Also, vessels in the Arctic should
have access to technology that provides a syneptizonmental observation that includes: weathes, s
and ice condition forecasts. This type of equipnent mitigate risk by providing strategic or taatic
navigational support. There will need to be a dalative effort of meteorological, environmental
monitoring, oceanographic, and sea ice data aretdsting capabilities, to provide vessels withdsali
routing information. Included in these efforts wablde an increase in ice-breakers and search acderes
vessels services. There will have to be ship captiiat have Arctic experience and can faciliteti@ming
shipping companies. As shipping traffic gets hequle routes will require monitoring by implemengi

a vessel traffic system (VTS), which is alreadyized in the Barents Strait. Finally, there willaweto be

a mutually agreed governance or regulation framkviomplace, which could be based on the Nations
Convention on the Law of the Sea (Ho, 2010).

The Impact of Arctic Routes on Supply Chain Managerant and Risk

Currently there is little slack in the supply ch&incope with unforeseeable risks. New routes edp to
deal with disruption, delays, and unpredictable thvea However, the challenges with navigating the
NSR are seen to be three times riskier than takiagouthern passages, such as, the Suez Carag@ass
Part of this, is due to the lack of current datd amonitoring or the NSR. The variation in seasantfie
NSR, where there are times that they are inacdegdile to ice, and where Russia and Canada stahd wi
their policy and infrastructure, seem to remainaustain at this point (Schgyen & Brathen, 2011)slt
proposed by Binkley (2014), that shipping trafficthe Arctic is proposed to increase about six $ime
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Whereas, the Canadian federal government cannoteetisat vessels can navigate the Arctic and ke abl
to receive emergency response in a timely fastBamk(ey, 2014). It is said by Binkley (2014) th#te
federal government lacks a strategy that would suppafe passageway through the Northwestern
Passage. However, the Canadian government doesaidoghern Strategy, but it does not have a vision
for marine transportation. The provision that needbe developed has to meet the different chadieng
that Arctic marine shipping poses. Mainly, there asshortage of icebreaking, physical aids for
navigations, marine charts, and reports on ice itiond. These are great concerns for safe navigaés

the level of shipping increases (Binkley, 2014).

Cost Savings

Although, cost savings will not be absolutely ciertantil more studies are conducted on ships ugieg
NSP, there have been some positive theories deal@chgyen and Brathen (2011) point out that, even
though the NSR may be a significantly shorter dista this can be seen as a cost saving in two ways.
Firstly, where the time in days in reduced by agjnately 12 days or secondly, where the time remain
the same but the speed is reduced. Fuel consungatiobe correlated to the speed that is travetatibg
taking the NSR, speed can be reduced from an avexbd5 knots to 9 knots and the travel time will
remain the same. This can translate to an approeifo@l cost saving of 22 percent. Although thet bes
way to reduce the greenhouse gases with shippindgdwie to reduce shipping speeds and overall fuel
consumption. There was a recent voyage conductedobgic Bulk Carriers in September 2013, which
was the first commercial vessel to navigate thetiNeest Passage. This was successful with the use of
the Nordic Orion, which is a 1A ice-class ship. The voyage was ftbm port of Vancouver to Baffin
Bay, where the cargo was metal logical coal, ared\ibrdic Orion was at full capacity. The alternative
route would have been via the Panama Canal. Itneéesd that, by use of the Northwest Passage, the
travel was a 1000 nautical miles less, which taotadour to five day sailing time saving. Not omnhas
there a saving in time, there was also a substamtihiction in CQ emissions, with there being an
estimated 800 to 1000 tonnes less fuel consum&bGd USD per tonne. Moreover, there would have
been an additional $175,000 Panama fee. Additipndde Panama Canal is shallow when compared to
the Northwest Passage, this allowed tNerdic Orin to increase its carry capacity by 25
percent (Cardwell, 2013). Gedeon (2013) points that even with an estimated additional 100,000
dollars in insurance costs, overall, this voyageilted in a reduction in cost.

Conclusion

In conclusion, there is still a lot that needs ¢éarésolved regarding ownership over the Northeiipghig
Passages. There are numerous disputes still tgawge to declare ownership of it. The research has
found that there is a lack of study in respectht® €anada’s Northwest Passage. Whereas, Russia has
numerous aggressive studies conducted on the mtsspetheir NSR. Russia has also developed more
infrastructure for successful voyages to take pladke NSR. Canada also has to compete with &s ne
neighbors United States and Denmark for ownersiprently, Canada has a lot to undertake in ormler t
make Canada’s Northwest Shipping a possibilityia hear future, which is mainly to increase the
documentation regarding ownership, developmenhiohstructure and navigational patrols, and develop
a strong presence in the Arctic. This researchdeasonstrated, that there is a significant prosfmeatost
reduction in marine shipping. Further research sg¢edake place on the Northwest Passage, tohest t
hypotheses that long term use of the NorthwestgdgpPassages will outweigh the initial infrastoret
investments.
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