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PREFACE

As a lawyer, my thesis should be written about legal 

aspects to make my task easier, because it is a field ia which 

I am educated. But, I have to refer to what oblidged me to 

change the subjet of my.thesis.

Since I started to work for the government in my 

country , at the Under Secretary of Maritime Interest, Rivers 

and Lacustrines of the Ministry of Defense of the Republic of 

Bolivia, whenever I mention ed my job, I have been asked why 

we are involved in maritime activities if we are a landlocked 

country. At the begining I thought it was because of our 

absence of maritime tradition and because the people are nei­

ther related with maritime activities or connected to a coa­

stline. But once I started to study at the World Maritime Uni­

versity, most of the students still continued asking the same 

question, despite the fact that they are related with maritime 

and shipping activities.

For that reasons I believe that it was necessary to 

know if it was not a mistake that a landlocked state could be

involved in maritime affairs or shipping activities.
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Although I consider if to be of-great importance that 

the maritime activities nowadays represent a specilised area 

of knowledge and fountain of resourses, since its importance 

id increasingly growing provided that, from the sea it is pos­

sible to obtain benefits such as: food, fresh water, a way of 

comunications, minerals, energy, knowledge, aid for metereolo- 

gical purposes, human settlements and earth interface.

But this fountain of maritime resources is handled 

only by a few people who are related to maritime activities 

directly or indirectly, even in countries with a long maritime 

tradition. This may be so because the other people do not live 

close to the sea and ignore how benefical the explotation of 

those resources is for his country, and also for his own well- 

fare (due to the benefits that maritime activities report to 

its national balance of payments, which is reflected in its 

income per capita).

Then it is easy to deduce, that if the maritime acti­

vity is not fully understood in countries with long maritime 

tradition , it is worse in landlocked countries, which do not 

have that experience. Therefore, everybody would agree, how 

much more is needed to be done in maritime activities to give

the importance that it really has.
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Also, the purpose of this thesis is to show what more 

should be tried for landlocked countries in maritime acti­

vities irrespective of analysing the most significant and 

complex aspects of the shipping business to diminish the risky 

and capital intensive aspects of the interprise.

Finally, in writing this thesis I am very indebted to 

so many people, but I am not going mention all of them here, 

as I am afraid of omiting somebody. Although I would like to 

thank specially my course pofessor of GMA 85, the permanent 

professors and visiting professors of the World Maritime Uni­

versity from whom I obtained the knowledge. Also my gratitude 

to the Language Faculty of WMU, mainly the lady asigned to 

help me and my class mates whose help made this thesis under­

standable .
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INTRODUCTION

The objetive of this thesis is to give insight to the 

feasibility of landlocked states to participate in maritime 

activities, specifically the shipping business, by reducing 

its risky and costly characteristics. Also looking at the pos­

sibility of building up shipping activities without taking 

into account the prerequisite such as large own fleet a and 

great amount of national cargo.

In fact this thesis as was mentioned, there is no any 

magic fomula, it just constitutes a study of the possiblity 

for landlocked countries to come into maritime affairs, mainly 

shipping activities, looking at the possibility to diminish 

its risky and costly characteristics by establishing it as a 

shipping company of service to other countries (which can not 

or do not want to carry its national cargo), with vessels 

acquired on the second-hand market or by chartering.

First of all, a general overview is described as to 

maritime affairs in the world, whatwhy the importance of can



be obtained from its exploitation and to point out the sea 

transport as the important one. To later on refer to the bene­

fits of being a coastal country and the handicaps of being a 

landlocked state.

Secondly, it is time to establish that maritime acti­

vities are not reserved only for coastal countries, the right 

of landlocked states to participate in maritime activities is 

justified (shipping, fishing and Off-shore. Brokering '8ls rela­

ted), by discussing the main characteristics of the shipping 

business, by looking at the posibi1ity.to diminish two of tho­

se characteristics, by making the shipping business more

accessible for landlocked countries.
\

Lately, once embarked within the shipping business, 

the pre-requisits to build up the enterprise such a large 

national fleet and a great amount of national cargo are dealt 

with, to conclude that they are not too imperative because 

other possiblities and alternatives exist.

Finally, it is mentioned that these activities must 

be backed up by the development of colateral activities and 

other facilities to be done within the landlocked state and 

negociations with other states, to make it easier the enter­

prise, which otherwise could not be reached without the inter­

national cooperation.



HYPOTHESIS

One of the great number of differences that 

exist among countries is, the division of coastal countries 

and landlocked countries, by which reason it vras believed, 

that londlocked countries could neither enjoy the benefits of 

shipping activities, nor to be involved in other important 

maritime affairs (ie.fishing, brokering and off-shore activi­
ties)

Nov/adays, some countries have already proved the 
fallacy of that statement.

Therefore landlocked countries at the time of 

diminishing or avoiding the high risk characteristic and the 

high capital intensive industry characteristic of the maritime 

activity,should now atempt to enter shipping activities even: 

a) without having a great amount of national cargo, and/or b) 

Without owning a large national fleet

In that way, plus certain colateral facilities 

to be reached, could be a possible way to obtain benefits, 

also in favor of the national balance of payments of landloc^
ked countries.
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CHAPTER I

IMPORTANCE OF MARITIME AFFAIRS IN THE WORLD

Despite the fact that our planet is called earth, the 

largest part of it is the sea. This may be the reason why at 

the begining the sea looked as an other world, since it was 

considered as a barrier for the species of mankind.

Later on, once the sea was studied and its characte­

ristics and principles known by early men, it is not an 

obstacle any more, on the contrary it has became a never 

ending fountain of various resources such as energy, minerals, 

living resources and others to be exploited to partly solve if 

not all, the lack of resources that mankind faces today .

This exploitation must be well administrated to 

distribute its benefits to all countries on equal terms, 

otherwise it will serve to empower some countries or organiza­

tions even more. In other words, they woul.d use those facili­
ties to oppress the less advantaged countries.
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Up to now the sea has been providing animal and vege­

table food (fish, seaweed), energy resources (petroleum, natu­

ral gas, minerals); also it can be used as a way of transport 

(maritime transportation), or to lay pipelines for various 

uses and finally as a field of research to know something more 

about itself or what has sunk to its botton (maybe rests of 

ancient civilizations) to solve some questions which have not 

yet been answered clearly.

From all these aspects, and since the sea has been 

left considered as a barrier against international communi­

cation, the sea transport became important all over the world 

(this will be dealt with in the next chapters). But irrespec­

tive of that field , one which has also received a great deal 

of attention is the exploitation of crude oil from the bottom 

of the sea with new type of huge vessels, the off-shore units 

with a capacity to accommodate a’complete system of oil pro­
duction and refinery.

"With 1983,s the global economy has been characteri­

sed by stable energy prices and oil productions quotas and the 

resurgence of growth in most industrialised countries, ...saw 

growth the off shore activities in the North Sea , S.E. Asia, 

the Midle East and also the US West Coast."(1) "... by neces­

sity to satisfy the need of crude oil as the cheapest energy 

resourse with mobile off-shore drilling unit or vessels which

are capable of engaging in drilling operations for the explo-



beneathration or for the exploitation of resources beneath the sea - 

bed such as liquid or gaseous hydrocarbons, sulphur o salt"(2)

Equally important as those mentioned before, but with 

less capital int^ensity is, the fishing activity. Fishing has 

been the earliest food industry, providing food for mankind 

not only for consumption locally but also for export.

The development of those three fields was accompa­

nied by the development of special ships (as main unit, which 

made those industries grow) such as: 1.-fishing boats and

fishing production ships for fishing purposes; 2.-jack up. 

semi submersibles and other off shore constructions for the 

exploitation of the sea, and specialised vessels for carrying 

goods (liquid or dry) and/or comfortable passanger ships 

(cruisers).

But the use of the sea has been more than that, even 

to the extent of solving housing problems by the construction 

of huge floating hotels at sea with all commodities as a floa­

ting colony.

Finally there is another field .which is the Freigth 

Market Operations or commonly called Shipbrokering related to 

the sea but operated at shore, where most of the maritime 

transactions are developed. Almost all requirements of mer 

chants and shipowners or others related with the field, are 

gathered in these spots to satisfy the parties concerned.
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4
whether definitive or temporal 

and routes or markets.

As it is seen, the importance o 

has its influence on trade and 

into account that this expl 

marine enviroment to maintain a 

resources of the sea to be sha 

it for future generations.

agreements over ships , cargo

f maritime affairs necessa rily 

transport in the world taking 

oit'ation must take care of the 

good balance of the living 

red by all mankind and preserve
UC

But among those possibilities the one which has received a 

great deal of importance is the "sea transport", therefore for 

the purpose of this thesis, emphasis will be laid on, its 

start, evolution and importance of the shipping.

A.- IMPORTANCE OF THE SEA TRANSPORT.-

1.- Scaning the earliest form of a city, which is 

the tribe; it is possible to see how human groups, such as 

nomads had to walk through different places enclosed within 

certain areas limited by natural barriers. The members of the 

tribe had to help each other (without having contact with 

other tribes), to survive the salvage nature by their own 

account, resist extreme weather conditions, overflowing 

rivers, wild animals or face illness etc. etc.

Once the tribes found a place where to stay, the agricultural 

tasks were developed. While some of them cared for the safety 

of the tribe or hard tasks, only a small group of them -the
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hunters- went to get food for everybody. For that purpose, 

without realizing themselves, in their anxiety for reaching 

and seizing the prey, they ingeniously saved some barriers 

upon which the tribes expanded their dominion and enlarged 

their area, until they got in contact with other tribes and 

felt the necessity of solving bigger natural barriers which 
limited their world.

<C
They gradually drew advantges from natural resources such as 

the streams of the rivers (to go more quickly or with heavy 

loads), the narrow spots to reach the oposite side (shortened 
long distances)

instead of turning around the bays or lakes. For those consi­

derations and perhaps without making any mistake, possibly the 

transport by water was the first way of transportation, not 

only to go from one house to another house, but also as today 
to reach distant places.

This activity was 

tribes fron other 

when the means of 

and the important

done mainly to interchange products with 

aereas, therefore it was at that very moment 

transport appeared to save time and effort, 

economic activitiy called "trade" was born.

For a while on land, the transport of certain animals expanded 

from the simple use of pulling cart loads or wagons to carry 

small quantities of cargo or a few passengers, gradually tur-
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ning paths into roads as they are today, facing many problems 
in case of large distances.

Almost parallel to the car development, the train appears as a 

solution , capable of transporting large quantities of cargo 
and passengers.

Later on, the airplane appeared within air transportation, 

very fast in comparison with othes means of transport. This 

mode of transportation was able to substitute the former ways 

of transport, but not economical regarding fuel costs. In this 

field, it is necessary to take into consideration something 

old but now from a new point of view, such as the the "Bal­

lons" (Non Conventional Means of Transport) which are taking 

advantage of wind energy (eolic). In the future,they could 

become an economical way of transport in order to save fuel 
and money.

"In the field of passenger transportation, competition from 

the air took over almost entirely the trade from sea carriers. 

In general cargo, the situation is different. Physical condi­

tions and cost disparities make the competition limited in 

scope and the list of commodities subject to competition very 

short. The two modes of transportation concentrate on diffe­

rent kinds and volumes of cargo. However, on given routes and 

in certain circumstances the table of products which air car­

riers and sea carriers fight for can be quite long.
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Air transportation concentrates on the carriage of high value, 

low volume goods."(3)

Each of these means of transportation has its own particulari­

ties involved within the most important aspect that was men­

tioned: time -money. Playing with these two premises and com­

bining each other, for conveniency reasons (as has been consi­

dered) the sea transportation must be the choice for being the 

economical one.

2. - In the same manner nowadays the result of the 

tribe on their high level are the cities; whose necessities 

are expressed and satisfied by themselves or obtaining from 

foreign countries, using various means of transport. Since the 

ancient or simple up the actual sophisticated artefacts, over 

which is layed the practice of the "international trade" in 

its different ways; by water (high seas or inland waters),by 

road, by rail or by air.

3. - The means of sea transport in general underwent 

many changes in its feature since the boat or ship was the 

only way to transport merchandise and people to distant con­

tinents or countries, until today when the passenger ships 

became simple tourist cruiser ships, which attract people 

only by the amenities on board.

On the other hand, the cargo ship or water transport is conti­

nuously growing up through the specialization, carrying all



a

kinds of cargoes and calling all kinds of ports of commercial 

cities, small cities such as markets and other strategical or 

political key ports; irrespectively of being used as interco- 

nextion with other ways of transport (rail road and air).

4.- During the process of changes that the shipping 

activities suffered, the routes were also afected. Therefore 

shipping activities have been shifted to other areas, pulled 

mainly as a cosecuence of the change of location of. new row 

materials produ cing countries to new industrialised coun­

tries, or in economic terms: the routes of the trade go

through the importation and exportation of raw materials from 

developing countries, and manufactured with technology from 

industrialized countries, as a result of new techniques app­

lied or price competition reasons.

"In the start of the period raw material was in general total­

ly manufactured and consumed within a limited gegraphical 

area. Now the way from raw material to final demand often pas­

ses through several geographical regions and industrial sec­

tors, and therefore gives rise to a still more important 

international transit traffic.

This development is far away from the clasical localisation 

theories which required that localization took place where the 

primary production factors were found. There is, however, 

still a localisation pattern because localisation is now 

dependent on the communication structure of the immediate

8
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higer and lower level in the highly differentiated production 

process.

The value of the final product of the high ranked industrial 

process is composed of the price for raw material and the 

single "value added" elements in the differentiated production 

process. Because of the advantages of economics of scale and 

specialisation transportation become a still more important 
production factor.

9

The role 

highly 

mics of 

tat ion 

lems is 

in trans

of transportation in the manufacturi 

dependent on the cost of transportation 

scale and specialisation. The growth in 

sector and the related infrastructural 

therefore to a high degree explained by 

portation costs". (4)

ng process is 

and the econo- 

the transpor- 

capacity prob- 

the decrease

Notwithstanding, what has been mentioned above, does no matter 

if referring it is located in its own country or not, the 

important is if it cam be obtained elsewhere, at any rate, if 

there is no other alternative even at a high price because 

after being proceseed, the final price will recover not only 

the initial cost,but also other costs plus expenses and gain 
good profits.

know
5.- Well, why is sea trade so important? 

the v?ater by itself, is an adequate media
As it is 

to transport
heavy loads. Once the optimal point of buayancy it is found,-



the density of the water keep control of the weight, making 

vessels float without any aid; then propulsion is added in 

order to get the displacement from one point to another with 

the linked speed and safety merging. From these results "ship­

ping" became the best way of transportation, that is why bet­

ween 75% to 80% of all cargoes exported in the world are sea 
borne.

10

"The main function of the world fleet of merchant shipg is to 

close the physical gap of marine space between production and 

consumption in the world economy. There is a vast amount of 

movement on the world's seas; on any one day there may be 

10,000 to 15,000 ships crossing the oceans. This movement 

generally passes unobserved. Only at points of convergence, as 

in the Strait of Dover through which 800 vessels pass in a 

day, can the functions of shipping as an important integrating 

factor in the world be appreciated; although when shipping is 

disrupted by military activities or strikes the significance 

of these services for food supply and industry is made more 

apparent" (5)

6.- Considering the ways and the distances and the 

movement of the total world trade, it is easy to deduce that 

the continents are separated by sea water, which constitute 

the bigger part of the world and ipso facto it does mean, that 

two means of transport are excluded:1.the road, and 2.-the 

railway; by its natural limitations and remainig^yet the air 

transportation as the other competitor of the sea transport.
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Therefore, the comparison must be made 

ges or disadvantage of each one, under 

view; and it is well known that the mari 

the cheapest one, despite the fast del 

reached by air transportation in case of

advanta- 

"time /money" point of 

time transportation is 

ivery and hand over 

long distances.

In this case, because of urgency reasons it might be necessary 

for time reasons to use air transportation whereby the* econo­

mical aspect would take second place to use expensive means of 

cargo transportation, which in this case replacing and leading 

the situation of the economy of transport. But this occurs 

only with special cargo or in exceptional cases, when some­

thing falls out of the planification and without breaking the 

rules and customs for the transportation of goods on the chea­

pest way, such as maritime transportation.

Otherwise, in the long run that spot of 

substituted by others, which necessarily 

comparison to other centres of production

production must be 

should be cheaper in

7.- Then after having seen 

of sea transportation is recomended 

is the reason why the greatest part 

ried by sea.(6)

the comparison, the choice 

by it self, because that 

of the world trade is car-

Ratifying the former, here is one comment made by Schwimer and 

Amuusen in his book Management of the Sea Transport, p. 1,
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