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ABSTRACT

The research project deals with the size, strucame trend of Nigerian International seaborne tradough with
emphasis on dry bulks. Facts and figures abougdlographical distribution of the seaborne tradeindargo type by
packaging were presented for a 10 years reseantbdpgl996-2005) with comments on the trend of Niy®s
seaborne trade over these years. The researcheabMago analyze these, with the aid of theo-facto scientific
research designsing secondary data for the demand for transpitihirmthe various selected regions of the worlde Th
result reveals that there were most frequent shippoutes between Nigeria-USA region, this wasofe#d by the
NigeriaAsiaregion trading with larger volume. And demandtfansport is therefore greatest within these regjion

CHAPTER ONE
1.0INTRODUCTION
1.1BACKGROUND TO THE RESEARCH
The phrase, He who controls the trade, controls the world ecogbd has remained a truism. It may seem obvious to
say that, today, we live in a global world, an@sitertainly true the seaborne trade among alh#tens and regions of
the world are nothing new. From the Phoenicians\Mikings, the Omanis, the Spaniards, the Portugube Italians,
the British, the French, the Dutch, the Polynesiand Celts, the history of the world is a histofyeaploration,
conquest andrade by seaEventually, the great seaborne trade became lisskad: Coal from Australia, Southern
African, and North America to Europe and the FastHarain from North and South America and Australia to fro
and the Far EasDil from the Middle East, West Africa, South AmericadaAsia, and now adding to this list,
Containerized goodsom China, Japan and South East Asia to the ecoesmarket of the Western world.

According to Stopford (1988) seaborne trade inwoltlee movements of merchandise by vessels betweepart of
embarkation (origin), were merchandise is recefk@® the exporter at the port of destination whtemerchandise is
claimed by the importer. It is a common knowleduggt seaborne trade remains the backbone of intena&trade with
over 80 percent of world merchandise trade by velloging carried by sea. Quantifying the value dfine of World
seaborne trade in monetary terms, is difficultigares for trade estimates are traditionally immerof tons or tons
miles and are therefore not comparable with monetasgtatatistics for the value of the world econohigwever,
the United Nations Conference on Trade and DevedmprlUN), Review of Maritime Transport (2005) esibas that
operation of merchant ships contributes about USO%$3llon freight rates within the global econongguivalent to
about 5 percent of total world trade. Seaborneetradtimates are often calculated in tons miles &ay of measuring
the demand for transports (Stopford, 1997). Asvibeld became more developed, proximity to raw niakerand to
markets, demand became the factors that, abootheis shaped the world’s economy and, in partidhka major trade
partners and sea routes.

Today, seaborne trade has evolved to the pointevalenost no nation can be fully self sufficientyooh its domestic
resources. According to Hume (1752) in his bd@course on the balance of tradevery country is involved at one or
another, in the process of selling what it produeegort) and acquiring what it lack (import): nocen be dependent
or sufficient only on its domestic resource. Seabotrade also has effectively permitted an enormargety of
resources to be more widely accessible and hasattilgated the wide-spread distribution of ouamét. It is seen, also
that seaborne trade has fostered on interdependertynter-connectivity, today on the principlesfife trade are
broadly accepted through the General AgreementradeTand Tariffs (GATT), between people who woulgvpusly
have considered themselves completely unconnettss potential benefits are clegrowth can be acceleratezhd
prosperity more widespread; skilsidtechnology can be more evenly dispersediboth individualsandcountries or
regions can take advantage of previously unimagemxhomic opportunitieg@MF, Global Economic Outlook, 2004).

The research focuses on the demand side of drydautioes. The demand for transport of dry bulk @asga derived
demand. The derived demand is dependent upon tlheenaf goods traffic in seaborne trade. If the dedchfor a
commodity is more, the relative nature of that gotdffic becomes more. Most of the cargoes trartegdan dry bulk
vessels are raw materials or semi-finished produsgsl as input into industrial production (IP). Tharine industry is
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an essential link in international seaborne tradt) ocean-going vessels representing the mostieffi, and often the
only method of transporting large volumes of basiemmodities and finished products. In 2006, appnaexely 2.7
billion tons of dry bulk cargo was transported g scomprising more than one-third of all interoiadil seaborne trade
(Genco Shipping Report, 2006). This dry bulk caigyshipped in large quantities and can be easiwesd in a single
hold with little risk of cargo damage.

In relatively termdron ore andcoalsare by far the two most important commodity growbe&en measured in volumes
shipped, having a combined share of more than %8ept of the total seaborne demand in 2004 (Mikkeland
Tronstad,2006).

The three largest commodities drivers of the drik hadustry, iron ore, steam coalandgrains are all affected by
seasonal demand fluctuatior&eam coals linked to the energy markets and in generabenters upswings towards
the end of the year in anticipation of the forth@agnwinter period as power supply companies tryntirease their
stocks, or during hot summer periods when increasledtricity demand is required for air conditiogirand
refrigeration purpose$rain production is highly seasonal and driven by thevdst cycle of the northern and southern
hemispheres. However, with four nations and theopemn Union representing the largest grain produg@be United
States, Canada and the European Union in the morttemisphere and Argentina and Australia in thetrsern
hemisphere), harvests and crops reach seabornetsh#nkoughout the ye@fearnresearch, 2004).

Demand for bulk carriers is intrinsically dependedthe level of seaborne commodity trading, whithuirn is linked
to the state of the world economy in general amdrttain importing areas in particular. An abundaotéw cost
labour in combination with investments in modermdarction facilities has turned developing Asia dbkina in
particular into thé'factory of the world” similar to Japan and South Korea. China must itnpdairge share of the raw
materials needed in the industrial production GarkResearch Studies (2005). This development ia i&sexpected
to continue and Asia’s direct impact on seabormaatel will in all probability grow further in the tiure, with its sea
route hectic.

1.1.2NIGERIA’'S BACKGROUND OF SEABORNE TRADE

Nigeria has a long and proud maritime heritage wihias played an integral role in the developmeWestern Africa,
by the provision of an efficient and cost effectseaborne into Western and Central Africa and betydligeria’s
location and population make it a country of digeexonomic capabilities with large investment ofyties as its
seaborne trade. Thus this advantage oppositionleméler easy access for other ports of the sulomeagie being
transshipped from Nigerian major seaports. The tguras a coastline of over 750km and eight magotgpexcluding
oil terminals with a cargo handling capacity of 3%ion tones per annum. These ports, over the dasade, have
accounted for arounfl9 percent by volumand95 percent by valuef the country’s total seaborne trade. The eight
major ports are strung along Nigeria’s coastlind t#re estuaries of the main navigable rivers. Thsesg@orts provide
some 93 General cargo berths, 5 RoRo berth, 7 Baliki berths, 63 Buoy berths, 11 Bulk liquid catgerths and
numerous private jetties. Also available in thetpds a fleet of 54 harbour craft and over 600edéht types of cargo
handling equipment (source, NPA, Annual AbstradPofts Statistics). Among others, Apapa port comeNigeria’s
largest and most vital port, which handling aboalf lof the total seaborne trade of the country aathe cargo in
transit to and from the Niger, Chad, Burkina Fasd @ameroun.

Nigeria's seaborne trade remains the focal poitWest African traffic. For instance, the cargo thgbput to and from
Nigeria accounts for more than 70 percent of thal teolume of cargo generated by the entire WesicAfsub-region
of Africa. Without Nigeria as a foremost marketeimational seaborne trading activities in Westig&fregion would
be much affected, due to her major export commeslgiuch as crude oil, cocoa, palm kernel, rubbeicaffee, among
others. With their highly developed infrastructyresdern equipments and efficiencies, professicaedo handlings
and freight managements, the ports have great fatém exploit their strategic position for sergitoth the rapidly
developing national economy and the wider West@gultral African sub-regions. According to figureseased by the
Nigerian Ports Authority (NPA), the ports handlegimillion tons of cargo in 2005, the highest volureeorded and a
12 percent increase on the previous year. AImo8d@Byessels, with gross registered tonnage of @omitons,
entered Nigeria’s harbours. Imported cargo, whiadenup 29 million tons, or 64 percent of the tataine from 114
different countries — the main sources being thi#ddrStates, Taiwan and Brazil.

1.2RESEARCH PROBLEMS

An obvious question isvhat is the tonnage of the dry bulk cargoes in toompared to other seaborne
commodity types by packagih@ysually, problem of obtaining statistics abow f#eaborne commodity by type
shipped through sea transport and unfortunatebfetlis another statistical problem in determinirogvhithe
seaborne commodities are transported (Stopford7)19%e difficulty of identifying such trade fromidérian
Ports Authority’s Annual Abstract of Ports Statisti is very inconvenient for analyzing and theretgking
decisions, recommendations or futuristic plangtierdemand of transporggy more fleets of vessel to region of

14



International Affairs and Global Strategy www.iiste.org
ISSN 2224-574X (Paper) ISSN 2224-8951 (Online) JLINE]
Vol.15, 2013 ||S E

higher demand of trade difficdjtsince seaborne trade data are collected mainthis form, and very little
comprehensive information is available aboutdhebulk cargo typ@and itsaverage haul

According to Damachi and Yang Zhaosh€2§05) the demand for shipping in Nigeria has akvagen there,
but Nigeria cannot participate effectively in intational trade due to some basic administrativéolpros that
are confronting the country's shipping lines. Aesult Nigeria has failed to take advantage ofcbmpetitive
edge that she has in the trade as a cargo-originatiate, thus loosing freight earnings to shipotbier
nationalities. The meaning of this is that Nigeriaarporations importing necessary raw materials for
manufacturing processes would have to depend aigfovessels to carry their cargo. The existencghigping
companies with reasonable number of bulk carrigied the Nigerian flag would have made some dédfere.
Nigeria and Nigeria's investment in shipping hawlvamced retrogressively since the end of the eighti
Nigerian government’s ships then which was ovemtyesix were all sold to settle accumulated deBtsvate
sector investment in the industry was also very fimmn the Nigerian side. The intrinsical assumptimm this
could be that Nigeria lacks the shipping demandpuutto support investment in shipping activities
(Onyemaechi, 2010).

In addition to these problems, which to some exiglague the relevant analysis of demand for anysee
commodity, the study of transportation demand suffem a number of handling which affect it to amusual degree.
First, thestate of transportation activitgreatly affects the state of prosperity of the eroy, just as the state of the
economy affects, in turns the demand for transgiortagCoutinho, 2006). For instance, there was talvle fall of
seaborne trade which occurred during the worldvadenomic recessions of the early 1980s and rec@mtB005.
Thus, these sections of the economy cannot becttesiparately. Rather, their interdependence naugaken into
account in a statistical calculation using simudi@us equations. This raises a host of technicdllgnts and difficult
data requirements. Secondliransportation technology is no mean statithere are in prospect, a number of
revolutionary innovations which may change siguaifity the nature of the seaborne trade. Thirdrémsportation
costs Transportation cost, may reflect the costs diydowolved in shipping (cost of service) or may determined by
the value of the commodity (value of service). Wfle attention has been given to the role of genguality and travel
time as determinants of transport costs, due largelthe lack of relevant data and the difficultfy measurement
(Coutinho, 2006).

1.3AIM AND OBJECTIVES OF THE RESEARCH
The aim of this research is to analysis Nigerian driklmargoes, in order to determine tthemand for transporin it
most trading regions in the world and shipping esuSpecifically, the objectives of this reseanehta:
I. Determine the traffic flow of dry bulk commoditieser a 10 years research period.
II. Determine the tonnage of Nigerian exports and itgpof dry bulk cargoes relative to other type aide by
packaging.
lll.  Determine the average haul by regions.
IV. Determine the tonnage of cargoes by regions.
V. Determine the demand for transport by regions.
VI. Make suggestions for recommendation for shippeny swners, and the government for efficient and
effective seaborne trading in Nigeria.

1.4RESEARCH QUESTIONS
In order to achieve the slated aim and objectivahkis research study, the researcher will attetmprrovide answers to
the following research questions;

What is the volume of Nigerian entire seabornedrayl region?

What is the percentage distribution of Nigeriant®eae Trade within the research period?

What is the trend of Nigerian seaborne trade?

Is there any relative degree of importance attathetie trend of Nigerian seaborne trade by type of
packaging?

PoNPE

1.5 STATISTICAL HYPOTHESES

To provide answers to the research questions, dbewing statistical hypotheses will be tentativefsted by the
researcher in this research:

1. Ho=p>, The volume of seaborne trade through major reg®net significantly different from zero (at a
level of significant ¢) 0.05).
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2. Ho-=1, The volumes of Nigeria's seaborne general cargo lau# trades (1996 — 2005) are not
significantly different from zero at (at a level significant @) 0.05).

3. Ho-ps The trend of Nigeria's seaborne trade for the mktimder consideration is not significantly

positive (at a level of significanu) 0.05).

1.6 SIGNIFICANCE OF THE RESEARCH
A research of this kind is anticipated to make hkptical and realistic contributions to Nigeriaralserne trading,
particularly to trade of dry bulks. By this, thesearcher provides a basic for closer scrutiny effdtrmulations and
applications of the different relevant aspectshefdry bulk trading in existence and in use. Thseaech is likely to be
useful in the various range of decisions to whiech tlemand for transport contribute, for it is exdrdinarily wide,
particularly if we take into accounts the decisiomesde by;
I. Liner companiesplanning new services.

Il.  Ship ownerspecializing in industrial shipping or chattering

lll.  Shipbuilder. planning capacity.

I\V. Shipper chartering vessel for boom of a particular drikbitade.

V. Bankersfinancing fleet expansion.

<All have interest in understanding the demandrfamsport, due to its change.
To end with, this research is anticipated to araesearch benefit in other aspects to seabornegyéunigeneraland
liquid bulk trading in particular.
1.7 SCOPE AND LIMITATIONS OF THE RESEARCH
The basic premise, on which this research is baisedcrutiny ofNigerian seaborne trade and the demand for
transport This research will focus adry bulk confined within a manageable research perioddofeiars, from 1996-
2005.
This research is a prelude and indeed a pioneerimg in seaborne trade, particularly in dry bulkde in a developing
country like ours. It is meant, among others, toubhderpinning for other similar research. The eratlory nature of
this research should be noted so that its limitetican be understood. The limitation of the redearimcludes;

1. Lack of funds for research and data analyses.

2. Lack of sufficient literatures and relevant matisria the research.

3. Attitudes to research by Nigerian Ports Authoritfjoials.

4. Lack of encouraging government policy on research.

5. Past data from NPA.

1.8DEFINITION OF RESEARCH TERMS
l. AVERAGE HAULSAverage distance over which each ton of cardgaaissported.
Il. BALANCE OF TRADETHhis is the relationship between the total voluofieexport and import of a
country for a certain period of time.
M. BULK CARGO Any individual cargo consignment sufficiently dggrto fill a whole ship.
V. BULK CARRIER Vessels in which the cargo is carried in bulkhea than any individual cargo
consignment.
V. CAPESIZE VESSENessel over 80,000 dwt.
VI. DEMAND FOR TRANSPORTS defined as the tonnage of cargo to be movedfaa average distance
over each ton of cargo is transported. It measuré&shs-miles

ViII. FREIGHT RATEMeansthe remuneration payable to the ship owner forctdreage of goods or hire of
a ship.
VIII. FIVE MAJOR BULKSBuUlks that covers the five homogeneous bulk casgae. Iron ore, grain, coal,

phosphates and bauxites which can be transportedastorily in a concentrated dry bulk carrier or
tweendecker stowing at 45-55 cubic feet per-ton.
IX. MINOR BULKS They cover the many other commaodities that travehiploads.
X. GENERAL CARGOIs consists of any individual cargo consignment sawll to fill a whole ship or
hold.
XI. GDP: The gross domestic product (GDP) refers to thed iamlue of goods and services produced in the
country during one year.
XII. HANDYMAX VESSELVessel over between 30,000 and 60,000dwt.
XIII. HANDYSIZE VESSEWNessel up to 30,000 which carry exclusively mibatk cargo.
XIV. SEA ROUTEIs a logistical network identified as a seriespatthways and stoppages used for the
commercial transport of cargo.
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XV. TERM OF TRADE (TOT)s defined to as the quantity of domestic goods thust be given up to get a
unit of imported goods.
XVI. TRADE DEFICIT OR GAPThis is as a result of an increase of import trawker export trade.

XVILI. TRANSPORT COSTn this research, transport costs are definedhascosts incurred in moving
freight.
XVIIL. UNFAVOURABLE BALANCE OF TRADEhe difference between the value of a countryjsoets and

the value of its imports such that imports exceqibg.

1.9RESEARCH DISPOSITION
In chapter one, the researcher revealdritreductory part of the researclilustrating the research problems, aim and
objectives of the research, research questiortsstital hypotheses, etc.

Chapter 2, he further researchegeview of literaturesfacts and figures regarding dry bulk trading.

Chapter 3, the researcher coversnimeland research method of analysis, which is the thbehind the process of
handling and analyzing the data, with the use ddSSRnalytical tools. The actual process is destribechapter 4,
where the researchanalysis the findinggor instant, he would analysis each regions usheg ANOVA pair wise
comparism of Nigerian’s entire seaborne trade stplr

Finally, the researcher will make tls@mmaryof the research work together with trecommendationsconclusive
remarksandareas for further researcin chapter 5.

CHAPTER TWO

2.0LITERATURE REVIEW

2.1 HISTORICAL BACKGROUND

In this research the researcher focuses on therderide of dry bulk commodities. Most of the cagtransported in
dry bulk vessels are raw materials or semi-finispeztucts used as input into industrial producfiid?). Over the last
10-15years, Asia relative share of dry bulk cargogsorts has increased substantially. In the Fat,Bapan and South
Korea have been significant importance of a vardtyommodities for a long time. More recently Ghimas developed
in to the most significant importer of dry bulk comdities. Dry bulk commodity demand is relativelynplex to
analyze with over 40 different commodities or condiity groups included, each having a range of diffierfactors
influencing their overall demand for transport (Mékson and Tronstad, 2006).

Traditionally, however, dry bulk cargo demand haerb divided into thdive “Major” bulks (iron ore, coal, grain,
bauxite/aluminum and phosphate) in addition to“taor” bulks . As inputs to steel production, fluctuations irttbo
the iron ore and coking coal markets are stronglyedated to the steel industry, whist the remajmmajor bulk are
related to other specific factors. Wergeland angh¥st, (1982) and Stopford, (1996), identify thaimseaborne dry
bulk commodities asron ore and coal They further said that the seaborne trade inethe® major bulks covers
roughly 65 percent of the total dry bulk demandatpdThe ‘inor’ bulks are individually small in volume but
collectively they make up a significant share ofrlocommodity trades, primary as input to industpeoduction.
Fourteen minor dry bulks cover a wide variety ofntoodities, such as forest products, ferrous oreerals and pet
coke, cement, other construction materials and salt

In general there are five major factors that infice the demand for transportation (ship). The dgmknt in thevorld
economyis probably the most important factor. There se¢mnbe a clear relationship between seaborne diy bu
demand and the global business cycle. One carhsayithout significant growth in the global econgnve are not
likely to see strong growth in demand for dry btdansportationGenerally, growth in gross domestic product and
industrial production correlates with peaks in dathdor seaborne transportation. Both logic and ivstudies
suggested that there is such a link (Klovaland 1188 Stopford, 1997). Empirical analysis shows blsiness cycles
have been a major determinant of the short run\betinof seaborne freight rate. Klovaland (2003)rfd that peaks in
the business cycle have coincided with peaks inncodity prices and seaborne rates, as seen in 2ableAdding
together the GDP for Japan, China and other Als&ir total contribution to world GDP was no morari33 percent,
but their share of total dry bulk imports was apjimaately 62 percent, in 2004 and their share oftthal growth in dry
bulk imports between 1990 and 2004 was 86 percent.
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Table 2.1.GDP based on PPP in USD billion and as share dibdd GDP.

1999 2004 E 2004-1990

usD % usD % usD %  Share of Growth %
JAPAN 2451 9% 3612 7% 1160 -2.5% 4%
CHINA 1497 6% 6913 13% 5416 7.3% 20%
OTH ASIA 2743 10% 7130 13% 4387 3% 16%
W. EUROPE 4843 18% 8614 16% 3771 -2.2% 14%
USA 5760 22% 11175 21% 5415 -0.8% 20%
FSU/E.EUR 2974 11% 3733 7% 759 -4.3% 3%
L.AMERICA 2126 8% 4034 8% 1908 -0.5% 7%
AFRICA 915 3% 1845 3% 931 0% 3%
Others 3035 12% 6015 11% 2979 -0.2% 11%
Total 26344 100% 53070 100% 26726 100%

Source: Clarkson Research Studies (2004).

This underlines what was mentioned above aboutdneelated relationship between GDP and seabortrétycin
fact, even though there is and has been a cleatiarship between global economic growth and dik inades it is
important to remember that national economic sieesdnot necessarily say very much about a countliiest
importance for dry bulk demand (IMF, Global Economiutlook, 2004 and Clarkson Research Studies)recitly,
however, through the consumption of finished gabese will be an effect.

Together with the overall effects from global growstructural development in various areas of theldvhas a direct
influence on the flow of commodities and ls@aborne commodity traddsis, for example positive for dry bulk trades
that economy, such as China and Japan, with nonat deast insufficient natural resources build ueek and
manufacturing industrials.

This initiates seaborne trade in two ways. Fitstpaigh imports of raw materials to the manufactyaneas and further
more it usually also generates trades for finighediucts to the consuming areas (Mikkelson and §texh2006).
Thesailing distance or average hauldH), influence the time at sea which is positjvebrrelated with the demand for
seaborne transport. The development of iron isagafibn in Brazil in combination with increasededtproduction in
China has had a very positive influence on the ayethaul for capsize vessels (120-200,000 dwt).ikstance, the
average haul with iron ore from Brazil to Chinamsre than twice as long (about 22 days) comparéd the average
haul from the iron ore parts in the Northern pdrAastralia (about 10days). This means that the atedrfor dry bulk
transportation will be twice as high for the forntampared with the latter for each additional téfiran are shipped
(Stopford, 1988; 1997).

<

Political eventshave always been an importance factor for dry blellnands. The closing of the Suez Canal during the
Yom Kippur watin the early 1970s is perhaps the event that hdgHwlargest effect on the seaborne trading market
Due to the closure of the canal vessels that ndyrealled through the canal were forced to sailatbAfrica, which in
effect multiplied the average haul/or sailing dista (Eriksen, 1982). The political evolution of therld impacts the
transportation sector as well. The emergence & frade zones together with the opening of new etarkue to
political changes and the resulting globalizatidrthe economy have tremendous consequences faeviblation of
transportation systems, not all of which are ygiaapnt or well understood. For example, open berdenerally mean
that firms are no longer under obligation to mamta major distribution center in each country.consequence,
distribution systems are reorganized around fewébigger warehouses and transportation servicesperated over
longer distances (Crainic and Laporte, 1997).

The last major factor is thigansport costIn this research, transport costs are definethasosts incurred in
moving freight, that is, in a broader sense, trartsposts could also include any number of cosas ittnpede

trade such as policy-induced trade barriers, f@amgde, cultural or sociological barriers (Brakm&arretsen

and Marrewijk, 2001). These freight costs consisdirect and indirect elements. Direct elementsude

freight charges and insurance on the freight, wamenaedirect elements include all costs incurredheytransport
operator. Indirect elements vary with the shipneptiaracteristics. For example, holding costsHergroducts

in transit, inventory costs (in the case of latévaeies) and costs incurred during preparationtfansit (which
depends on the shipment size) (Anderson and Winc@@3). A number of authors have recently investd

the determinants of transport costs from an enmagdipoint of view (Limao and Venables, 2001; Micald®érez,
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2002; Clark, Dollar and Mico, 2004; Egger, 2004ntes and Lafourcade, 2005; Martinez-Zarzoso ande3ua
Burguet, 2005). All these studies show that gedgraponditions, the type of product transportedneenies of

scale, energy prices, trade imbalances, infrastrest transport mode, competition and regulatiorsaznong

the most important factors explaining the variatioriransport costs across countries. An imporfaning of

these studies is that a 10 percent reduction msp@rt costs increases trade volumes by more tBgegtent.
However, the difficulties involved in measuring aimflerring the value of transport costs, togethéthwheir

high variability across goods, countries, and regjaalls for further investigation.

For most seaborne trade commodities, transport ltage been relatively marginal compared with thkiesaof the
cargo that is shipped but in period of high freigdtes, such as during the very high market se@004 and 2005, it is
sometimes less costly to purchase relatively neqeensive seaborne commodities, from nearby supplidigh
transport costs elevate the cost of producing natufes by increasing the price of imported intatiaie and capital
goods. These elevated production costs, togethdr migh transport costs, impede the price competigss of
manufactured exports (Radelet and Sachs, 1998m4wifi, 2002). Limdo and Venables (2001) find thatllacked
developing countries tend to have higher transposts (approximately 50 percent) and lower trademes (around
60 percent) than coastal countries. Clarlal (2004) find that transport costs are a signifiadaterminant of bilateral
trade between Latin America and the USA, and thlat pfficiency is an important determinant of imational
shipping costs (improving port efficiency from tB&th to the 75th percentile can reduce shippingscbg up to 12
percent).

Transport cost contributes significantly to shapthg volume, structure and patterns of seaborrdetes well as
countries comparative advantages and trade coinpetitss. Therefore, during times of very high av foeight rates it
is not unusual to see some changesmrrhal’ trading patterns, which again could influencerage hauls (Stopford,
1988; Mikkelson et al, 2006). Transport costs hiawvescent years been recognized to have importaghtsggnificant
impacts on seaborne trade patterns and globalisetugtion (Hoffmann, 2002). Liao and Venables (2001) state that
transport and other costs of conducting businessnoimternational level are key determinants obantry’s ability to
participate fully in the world economy, and esplygitgo grow exports. For countries located far fronarkets, the
effect of transport costs on seaborne trade is m@vere. Distance is an important part of inteomati seaborne trade
relations and the impact of distance on transpostschas been widely documented. As distance isese@eaborne
trade volumes decrease (Venables, 2001). Counigmesto trade with proximate partners (Grossmaeddin Anon.,
2004) even if transport costs over distance halenfdHummels, 1999a). Approximately half of thends seaborne
trade takes place between countries located wBIGOO km of each other (Anon., 2004). The distaniceeaborne
trade for the average countries in the world hasedesed, implying that distance matters (CarredeSahiff, 2004).
Liméo and Venables (2002) demonstrate that exmarsimports of both final and intermediate goodsycaansport
costs that increase with distance. If a countrsitisated far from its trading partners, its Cosgurance and Freight /
Free On Board ratics higher than a country located close to its fygmemarkets. For example, Australia’s Cost,
Insurance and Freight / Free On Board ratio is,Mtiereas Switzerland in Europe has a ratio of arify(Radelet and
Sachs, 1998). Busse (2003) illustrates this pdirdugh another example. The cost to ship a 40-doatainer from
Baltimore to China is around $13 000, whereas tis to Rotterdam is only $2 000 (he follows the samethod as
Limdo and Venables (2001) only with 2002 data). M#es (2005) argues that remoteness from econoctivitya
increases transport costs and accounts for the eoguort performance of many developing countriesased far from
the major markets. Porto (2005) finds that for liomeme countries, transport costs are amongst thet important of
trade barriers.Higher transport costs are of more relevance ftk bargo. To minimize the incidence of transporstco
on low value/ high volume goods, importers of bedikgo are mere likely to source from nearby pradd€arlex Free
Library, 2008).

The demand for dry bulk carrier capacity is deteedi by the underlying demand for commaodities trartegl in dry
bulk carriers, which in turn is influenced by trenth the global economy. Seaborne dry bulk tradeseased by
slightly more than 2 percent on an average annasiklduring the 1980s and 1990s. However, thisafaggowth has
increased dramatically in recent years, as seé¢sbie 2.2, between 1999 and 2006, trade in allbditk commodities
increased from 2.0 billion tons to 2.5 billion tpas increase of 35 percent overall (Klovland areseott, 1996).

<
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Table 2.2; Seaborne Dry Bulk Imports, (% and milltons)

1999 2004 E 2004-1990

MT % MT % MT %  Share of Growth %
JAPAN 510 32% 559 24% 49 -8% 7%
CHINA 64 4% 396 17% 332 13% 45%
OTH ASIA 239 15% 489 21% 250 6% 34%
W. EUROPE 542 34% 583 25% 40 -9% 5%
USA 64 4% 163 7% 99 3% 14%
FSU/E.EUR 144 9% 70 3% (74) -6% -10%
L. AMERICA 16 1% 47 2% 31 1% 4%
AFRICA 16 1% 23 1% 7 0% 1%
Total 1595 100% 2330 100% 735 100%

Source: Clarkson Research Studies (2004).

Generally, growth in gross domestic product andugtidial production correlates with peaks in deméordseaborne
transportation. Certain economies will act fromdito time as the "primary driver" of the dry bulkrger market. In
the 1990s, Japan acted as the primary driver duacteased demand for seaborne trade and growtlapanese
industrial production. China has been the mainingiforce behind the recent increase in seaboméulk trades and
the demand for dry bulk carriers. Between 1999 20@4, ton-mile demand in the dry bulk sector inseshby a total
of 25 percent to 11.5 billion ton-miles. Dry bul&rders can be the most versatile element of thbajlshipping fleets
in terms of employment alternatives. However, dwkbcarriers seldom operate on round-trip voyadeather, the
norm is port-to-port liner service and triangularnoulti-leg voyages. This means that every voyage & ballast leg
that must be paid for by the laden or revenue agrigig (Genco shipping reports, 2006).

According to the Fearnresearch (2004) the worldwiddebulk carrier fleet subdivides into four vessile categories,
which are based on cargo carrying capacity, thelde;

1. Capesize-vessels over 80,000 dwt. While this istith@itional definition of a Cape size bulk carriar terms
of deadweight, the sector is changing. As per terobook detailed below, there have been a numbeew
super-Panamaxes ordered, which are 82,000 dwt ,@085dwt, but which are able to transit the Panama
Canal with a full cargo. Thus, a more modern détiniof Capesize would be based on vessels ove0Q00
dwt. The Capesize sector is focused on long haaldre and coal trade routes. Due to the sizeeot/éssels
there are only a comparatively small number ofgparbund the world with the infrastructure to acowdate
them.

2. Panamax-vessels between 60,000 dwt and 80,000Pdwamax vessels, defined as those with the maximum
beam (width) of 32.2 metres permitted to transit Branama Canal, carry coal, grain and, to a lesdent,
minor bulks, including steel products, forest pratdiand fertilizers.

3. Handymax-vessels between 30,000 dwt and 60,000 Tdv&.Handymax sector operates in a large number of
geographically dispersed global trades, mainlyyiagrgrains and minor bulks including steel produdorest
products and fertilizers. Vessels less than 60@@0are built with on-board cranes that enable therdoad
and discharge cargo in countries and ports wittdigninfrastructure.

4. Handysize vessels up to 30,000 dwt, which carryuskeely minor bulk cargoes. Historically, the Hastze
dry bulk carrier sector was seen as the most vkrsétcreasingly, however, this has become more of
regional trading, niche sector. The vessels arésmited for small ports with length and draft ressttons and
also lacking infrastructure.

Key elements influencing the supply of dry bulkrans arevessel deliveriesind theloss of existing vessels
through scrapping or other circumstances requiramgoval. A comparison of vessels in each categeveals
that Capesize vessels have the largest percenfagerrent fleet on order when compared to the Paxam
Handymax and Handysize categories (Genco ShippampR, 2006).

<

The chattering of vessels for the specified peabtime or to carry a specific cargo is an integrait of the market for
seaborne transportation of dry bulks. The chartarket is highly competitive. Competition is baseaarily on the
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offered charter rate, the location, sea route, riieah speciation and quality of the vessel and ridygutation of the
vessels manager. Typically, the charter party ages¢s are based standard industry terms, whichuseel to
streamline the negotiation and documentation psaEse@JNCTAD (UN), Review of Maritime Transport, Z)0

Winter (1952) in his bookMarine Insurance; Its principles and practicgave two purposes for which vessel are
chartered at demandrst, the charter may be engaged in a specific liniaafe shore vessel. Space in large quantity is
needed, as in the shipment of bulk cargoes sudraas or coal of bale or bagged goods, such a®motoffee, or
sugar. For these cargoes the merchant could npbrebbtaining sufficient space on liners, and teogugh vessels
brokers who space on liners, and so, through véss&kr who are in touch with the freight markettloé world, he
will engage one more entire ship on a basis of matnof much a day (time charter), so much a voyaggage
charter) or so much a unit of cargo carried (comiybayage charter). Theecond general reason for chartering a
vessel is the necessity of additional tonnage foveaoperating vessels over definite sea route.

Shipping route reflect world trade flow. According Wikipedia Report on trade routerade route is a logistical
network identified as a series of pathways andsigps used for the commercial transport of cargailing is most
numerous and most frequent on routes where trallenes are larges and demand is therefore greatdster trades

to and from the UK, the besides routes are to the Fast (especially China and Japan), Passing ghralbe
Mediterranean, the Suez Canal and the Malaccdsstidie North Atlantic route, linking Western Eueoand the USA
and Canada, is also busy and there are well-estigoliroutes to the Middle East, India, Australid &lew Zealand,
Central and South America, as well as East, southVilest Africa. In dry bulk trades route reflect ghlaces of origin
and consumption of the commodities carried. Formg{a, many of the main iron ore route being frombdmao
(Brazil) and West Australia and end in developedntoes were demand for iron ore is greatest.

2.1.1NIGERIA’S REVIEW OF SEABORNE TRADE.

Both Ndikom, (2006) and Oladakun,(2009) viewediseae as a mode of transport, that has continuegpti@sent the
cheapest and most efficient means of moving vemyelavolume of import and export trade goods in liigerian
international trade. In Nigeria, the seaborne sehts been responsible for facilitating o8 percentof trading
prospects. Nigeria accounts for o\ percentof total seaborne traffic in volume and valuehe West African sub-
region with a GDP accounting for ov@@ percenpf total GDP of 16 countries that make up the Beoic Community
of West African States (ECOWAS). The success oemitse of the Nigeria seaborne trading sector fbezehas a
reverberating impact on the sub-region (AirahuobR064.0).

Although, the Nigerian seaborne trade relationsewmrilt among the traditional agricultural and miiproducts of
cocoa, palm produce, groundnuts, rubber, cottagshand skins, tin, coal and columbite among othgus with the
discovery of oil our recipients were given a gredieost and very rapidly oil receipt dominated fgreexchange
earnings by accounting for oveB percentby 1996. That for several years after independetieemergence of oil
prosperity, in the country denied any serious &tiento be paid to the prospects of non-oil expdragle, until the
Structural Adjustment Programme (SAP) by the gowent in 1968.

Okoh (2004) in his report oBlobal integration and the growth of Nigerians Noih-exportdescribe exporting as the
process of earning profits by selling products erviges in foreign markets. He further gave thecepts of
exportation; he saidExportation must be based on the principles ofllgcéficiency. This connotes that a country that
will engage in any export trade mission, shouldefare as the case must be, has such a produargia guantities and
it must be easily available in reasonable sufficierAs a resource-rich country, Nigeria’s econopecformance has
been unfortunately driven by only the oil and gastar to the extent that even progress recordecrtisvgeniue
economic development prior to the discovering bfrocommercial quantity has been virtually eroded.

In recent time between 2000 and 2005, the GDP ¢ravets about 5.7 percent and the growth in the rioseator
which contributed about 5.9 percent of the GDP. déelined in the agricultural sector performance heen dramatic
since the discovering of oil. The manufacturingteebas not performed even better; a few statidticstrate the poor
performance of the non-oil sector. The share ofmibsector decreased from about 94 percent in 878bout 52
percent in 2004. The decrease affected all these¢Agriculture, Industry and Services) but infeliént magnitude.
Agriculture GDP declined from about 41 percenthiowt 17 percent over the same period, as seeblm 2z3.
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Table 2.3 Structure of the Nigerian Economy, 1974-2004
(Percent of GDP at current factor costs).

1970 1980 1990 2000 2003 2009
oil sector GDP 6.0 29.1 39.3 48.2 44.6 48.2
Non-oil sector GDP 94.0 70.9 60.7 51.8 55.4 51.8
Agriculture 41.3 20.6 29.7 26.3 26.4 16.6
Industry 7.8 16.4 7.4 4.5 4.8 8.7
Services 45.0 33.8 23.6 21.0 24.2 26.5

Source, World Bank (2007)
From the table 2.3 above Nigeria’s non-oil secwinefficiently serving the domestic market as minexport is
negligible.

According to the Direction of Trade Statistics INfEar book (2007), Nigerian's seaborne trade withSscountries
was 11.2 percent of its global trade. Its biggesiihg partner was Brazil with an import of 45.%qant, and with 65.8
percent of export. Merchandise exports to Brazilehdsen impressively while exports to India halarped since
2004. Between 2000-2006 Nigeria's exports to G-Abntries as a percentage of its global exportsegaftom 22.4
percent to 11.1 percent, while between the samedmmigeria’s imports global imports increasenhfir8.6 percent to
11.3 percent.

Also, based on data from Nigerian Investment Pr@ndCommission (2006), available information poitisa general
upward trend in the inflow of Foreign Direct Investnt (FDI) from China to Nigeria presents a globature of FDI

inflow to Nigeria from different region and Chineom 1999 to 2006. All the regions showed significarcrease in
FDI inflow from the 1999 level. Thus, the upwardiease in the aggregate FDI inflows to Nigeria fralmout $190.61
million in 1999 to about $4169.14 million in 20064 joint increase in the levels of FDI by all tegions.

2.2MODELS, PARADIGMS OR THEORIES RELEVANT TO THE RESE ARCH PROBLEMS.
A great number of mathematical, heuristics, fuzmyjid, and econometric models have appeared in rgeansA great
number of these models have gained usefulness dieling demand in the shipping sector.

The demand for transport is a derived demand, wisictependent upon the nature of goods trafficcabsrne
trade. If the demand for a commodity is more, #lative nature of that goods traffic becomes m&tegford,
1997; 2009). The extent to which increase in driklitade have affected demand for dry bulk carriers
reflected in estimates of ton-mile deman@n-mile demand is calculated by multiplying théuxwte of cargo
moved on each route by the distance of the voyldgace, trade distances assume greater importarte
demand equation (Genco Shipping Report, 2006).

The demand for sea transport can be defined bggbation below.

DD, = F(CT; AH),) Equ. 2.2.1

DDtkz Ctﬂ( AHt Equ 2.2.2

DDtkz z (Atkm DDtk) """""""""" Equ 2.2.3

Aym = Mk_m_ Equ 2.2.4
DDk

Where DD = Demand for seaborne transport (ton-ghile
CT = Tons of cargo transported in time periodt@ins).
AH = Average haul of cargo (in miles).
T = Year subscripts.
A = market share of ship type (m).
K= commodity (e.g. Iron ore, etc).
M =ship types (say, dry bulk carries).

Demand measure in ton miles of transport requseetermined by thnnage of cargdo be moved and theverage
haul over which each ton of cargo is transported as seequation 2.2.1.
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Moving on to equation 2.2.2, the volume of ship dathgenerated by each commodityand measured in ton miles is
the product of the tonnage cargo of each commaedityits average haul. At this stage, demand isesspd in terms of
the total ton miles of demand by ship type,This is done in equation 2.2.3, which shows thatdemand for ship type
m is defined as the market share of that ship typeaich commodity trade, summed over all commodifibss is a
simple relationship to write in algebraic termst Bumuch more difficult to define in practice. deality trade will be
carried in whatever ships are available, which ddpen what ship owners order, so analyzing investrtrends may
be the answer (Stopford, 1997; 2009).

Each ship operator develops his own rates usuathowt consultation with the shipper. The operataharges reflect
the cost of providing the carriage, the value i@ 8ervice of the owner of the goods, the abilitghe merchandise to
support the expense of transportation demand aodoetic conditions in general. To a noticeable exteaaborne
trade freight rates are the result of the workighe law of demand and supply of transpartich may be influenced
by port charges by ship owners, cargo allocationepytable government body must be regulated gghbglprinciples
of justice, due process and fair play so that megal control could be applied and maintained.

Makkar(2007) defines the market as the interaatiosupply and demand, and both together deterrhim@dquilibrium
freight rate and quantities sold at that rate. FEg2.1, below shows different possible short rurrketaequilibrium,
each determined by different demand conditions. Kée factors that make demand conditions alterteeta the
volume of world trade, which is driven by overatiomomic activity, and changing degrees of openitmsards trade
by individual nations. Demand curves further totight represent larger trade volumes.

Freight Rate Fa \J
$/ton mile
\ D2 D3 D4

F3

F2 \

Fi1 Maximum Output

D1
Q1 Q2 Q3 Ton Miles/Year

Figure 2.1 Short Run Market Interactions.
Sourcelnstitute of Chartered Shipbrokers Column (2008)

Demand volumes increase from D1 to D4. BetweendD3 there is a relatively small rise in the marketght rate
and a large rise in ton miles produced. But betwig®@mand D4, the increase in demand is translatedange increases
in rates, because supply becomes very inelastittt@nscope for increases in supply becomes inaggsimited. The
above model can be used to examine short run fitions in market conditions, but not long run ordss is because
the supply schedule represented in Figure 2.1lawmlfor a given stock of ships. However it is afusamework to
explore fluctuations in freight rates in the sherm.

Still considering the shift in demand from D3 to.D#will be observe that rates will move up vehasply, and supply
not increasing much. This creates large profitsefdisting ship owners, who will be encouraged tmaed for new
vessels. The value of existing vessels will alse, rireflecting the markets’ expectation that psofite going to be
healthy in the future. The increased number of delwawill translate into a rightward shift in thepgply curve in the
long term, and this will lead, to a fall in ratéglemand remains at D4. On the other hand, arffalemand from D2 to
D1 means a fall in supply and a rise in vesselupy- Remember that in the short run, some vessklbanrading at
rates which do not cover their full costs. Whiléstls acceptable in the short term, it is not thsecin the longer term.
Some vessels will be laid up, or scrapped. Thepging of vessels leads to a leftwards shift ofshpply curve. This
process will help raise rates if the supply shiftisenough. As with most other markets, the priceight rate in dry
bulk shipping) is determined by supply and demaRide supply side is a function of the fleet (newidgies,
scrapping, lay-ups, productive life), the fleet quiotivity (efficiently in ports congestion), effamtly at sea (vessel
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speed, ballasting, canal closures etc), and thighfreates. The sum of these elements makes upaitiey stick shaped
supply curve shown in figure 2.2 below. The demaitte for ship transportation is as mentioned a tfancof the
global economic business cycle; the average halitigal events and transportation costs (Makka0&).

Demand & Supply Model
Scrapping

. I
D2 p3 § Increase in Freight
: D4 rates for same
\ ; demand levels
F3 .
o\

F1

Freight Rate,
$/tonne

D1

Q1 Q2 Q3
Supply - Tonnage

Figure 2.2 Demands and Supply versus Freight Rates

Source: Institute of Chartered Shipbrokers Colug008).

In figure 2.2, above illustrates a very simplifigpply and demand model for seaborne transportdtima short term
model; it gives a fair reflection of the dynamicsthe seaborne market for transportation. In theghthe maximum
capacity of the fleet (the supply side) is fixed, shown by the vertical dotted line. When freigites fall below a
certain level due to lower demand, the productiatythe fleets startdeclining First of all this takes effect through
slow steaming. Later if the market falls below rimgncosts of a ship some vessels are placéalyiup with increased
demand, freight rate eventually rise. It is a ldegn, new vessels are delivered, the infrastructaréhe ports is
improved relaxing possible congestion new tradesdawveloped and the supply curve shifts to thet.rigbentually the
market finds a new equilibrium, which is to thetlef full capacity in the simplified model (Mikkeds and Tronstad
2006).

<

In figure 2.3 below, shows that an increase in égnentering the market increases the elasticisupply, as

shown by the dotted curved line on the diagrams Théans that more ships are available for a giesnadd

and come into service to cater for this demand. stlpply curve shifts to the right.

The effect is a fall in the freight rates for ttr®e demand. Unless the demand level increasesr(@itlbsolute terms
or by virtue of change in trading patterns i.eréase in ton-miles), the induction of new shipd dépress the market.
(Makkar, 2008).

Demand & Supply Model
Increased Supply

D4
Freight Rate, D3 /
$/tonne mile

D2 1

\ J

F3 >
.’ : :
F2 . Fall in Freight
+° rates for same
F1 T
K demand levels

D1

Q1 Q2 Q3
Supply - Tonnage

Figure 2.3Scraps versus Freight Rate
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Source: Institute of Chartered Shipbrokers Colugt08)

Figure 2.4 further views an increased supply cémdlita rush for ordering new ships in a good mar&stlts in

heavy new deliveries in the near future and aniiable crash unless of course demand keeps up thigh
increased supply. Recall early 80's, late 90’s 20:1!

When the freight market is good, a perception [asion in most cases) that it is going to lasefaar injects optimism
in the minds of bankers and investors (recentlyif@s with tons of retail investor funds).

Demand & Supply Model

Further Increased Supply

Freight Rate,
$/tonne mile

D2

F3 \/

\ 4

F2
F A \\ : Almost Free Fall of
Freight rates for

b1 same demand levels

Q1 Q2 Q3
Supply - Tonnage

Figure 2.4 Deliveries versus Freight Rate.
Source: Institute of Chartered Shipbrokers Colugt08)

The researcher further compares with an adjacbhd taken from Shipping Economitsy Stopford (2001) to explain
the trends. It was observed that interaction ofstiygply and demand produces the resultant calledntlarket ton& It
was also observed that during the period when émeathd tendency was fast, the market tone was eitimepetitive or
weak because of expanding or over capacity intpely, as seen in fig. 2.5.

Period Demand Tendency Supply Tendency Market Tone

1869-1914  Fast Expanding Competitive
1920-1930 Fast Over-capacity Weak
1930-1939  Falling Over-capacity Depressed
1945-1956  Very Fast Shortage Prosperous
1956-1973 Very Fast Expanding Competitive
1973-1989 Falling Over-capacity Depressed
1988-2000 Slow Expanding Competitive

Source, Stopford (2001).
Figure 2.5Shipping fundamental trends

To summarize theShipping Markets'the researcher, gave a further looked at the geajdapted from Clarkson
Research Studies (2002). As foreseen then, theataxperienced a boom most of the times when thedsiveries

fell below 3 percent of the total fleet. For bukkethis percentage was 2 percent for the year 28188. 2003 to early
2005, coupled with a surge of demand from Chinarasdlting multiplying impact of port congestion.

The adjacent graph in figure 2.6 further showsittteraction between Supply and Demand. The grapwstsome

offset (out of phase) between the changeover Gatts) and the actual boom points. The future ptioje, showing

that vessel supply will be greater than demandhig an opinion and not a statement of fact!
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bulk carrier supply & demand growth:
SSY base case

9

——Tonne-Miles (Base Case) ——Fleet Supply
75
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Supply > Demand

\ / Shipowners’ Delight
e \/ & not a depression !
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SSY July 2005

Figure 2.6 Interactions between Supply and Demand.
, Source: Institute of Chartered Shipbrokers Caol2008)

Finally, the researcher while looking at the Baldity Index (BDI), an index of dry bulk market, hbserved how it has
moved over the years since 1985 to 2004. He comsphi® graph with the superimposed curved lineshasvn below
in fig.2.7.

BDI over the years

Baltic Dry Index

P LS YL RS P
R M S R MR N N N

Year ’_—BDl‘

Figure 2.8 Index of Baltic Dry Bulk Market.
Source: Institute of Chartered Shipbrokers Colugt08)

The effect is a fall in the freight rates for teme demand. Unless the demand level increasksr(& absolute terms
or by virtue of change in trading patterns i.eréase in ton-miles), the induction of new shipg dépress the market.

Transportation demand modeling is complicated byumber of characteristics that are central to tdggstics and
transport industry. Small and Winston (1998) hightisome of these characteristics. These include;
l. The interrelated decision of transportation.
Il The large number of distinct services differentidby location or time (spatial and temporal aspectyl
Il. The shipper’s sensitivity to service quality (dtyaindicators include frequency, route coveragdiability
and comfort.

Empirical evaluation of these characteristics naitt¢ many transportation demand research. In pktjcdemand
researches have based work on the mixed contirdisaete decision of shippers (mode, route, locattmd quantity)
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to evaluate relative import of factors importantdooosing transportation model. Often there is @goon role of
reliability and travel time in shipper’s decisicausd / or output price changes on the firm’'s deoigidcCarty, 2001).

Despite the skepticism regarding the practical e of the optimal tariff argument, it continutes feature
prominently in the leading theoretical trade polimpdels. Grossman and Helpman (1995) extend timgiogenous
trade policy model to the case where a countryldsge”, i.e. it faces finite export supply eladiies. Although not
stressed in their paper, there would be no motivérade talks in their model in the absence arms-of-trade use of
the tariff. This is a key point made by Bagwell adthiger (1999) who provide an economic theoryhef General
Agreement on Trade and Tariffs (GATT). In this andsubsequent work, Bagwell and Staiger have styoaggued
that the use of tariffs to explore the terms-ofig&ffect can explain many of the key featurediefaurrent multilateral
trading system. Their work has been quite infliedrdiespite the fact that there is no direct evidaihat countries use,
or indeed possess, market power in trade priontereg into reciprocal liberalization in the GATF its successor, the
WTO.

The theory that a country might gain from protettias a long history (Irwin, 1996). The intuiticor fwhy countries
might gain from tariffs through an improvement hreir terms-of-trade stems from two key insightse Tinst, from
Torrens (1833) and Mill (1844) is that there arengnpossible prices at which countries would beimgllto trade. The
imposition of a tariff creates a welfare loss daeconsumption and production distortions, but it @so produce a
gain if foreign suppliers reduce their prices ider to maintain market access. If the losses duth@éodomestic
distortion are less than the gains from the pricéeoms-of-trade effect, a country can gain frortai@dff. Edgeworth
(1894) provided the key insight regarding when antxy should impose a tariff. He showed that aglas a foreign
country’s offer curve was not perfectly elasticgauntry could gain from a tariff. In this case, tlegluction in import
demand caused by a tariff leads to a reductioménprice of all units imported and this first ordgin offsets the
distortion losses from lower imports.

<

Bickerdike (1907) extended Edgeworth’s frameworl developed the formula relating the welfare mazing tariff
and the inverse of the export supply elasticitthdugh Bickerdike framed his derivation with onepomt good and a
welfare maximizing government, the basic insigtgtth country’s “optimal” tariff is increasing insitmarket power
applies to more general settings and does not ne@gvernments to maximize welfare. (Broda; Lim&¢einstein
(2006)).

Finally, the researcher deems it obligatory to exanthe relationship between the theory bélance of tradéand
“term of trade”.Balance of tradas the relationship between the total volume gfak and import of a country for a
certain period of time. When the balance of tradsurplus by the export, then its favorable otheevdeficit (Branch,
2000).

Balance of Trade = Total Export — Total Import
Term of Trade (TOTis defined to as the quality of domestic goods thast be given up to get a unit of imported
goods. They refer to the opportunity cost of obtajrgoods through seaborne trade than producing theectly.

The measurement of terms of trade is given as;

TOT index = Index of export trade x 100%

Index of iopptrade

In regard to the relationship between the bothribepterms of trade and balance of trade, an ivgnent in the
former will lead to favorable result of the latmly if the demand for import and export is relatiwinclusive. If the
demand is elastic, then the balance of the tralldwiless favorable or even worse. A device intdren of trade does
not imply an unfavorable balance of trade. If tieendnd for more import and export is relatively eitaghen a device
in the term of trade will cause demand to rise.

2.3CURRENT LITERATURE BASED ON EACH OF THE RELEVANT VA RIABLES OF THE MODELS
AND THEORIES.

There is more seaborne trade in dry bulk commaaliing the sea route of Asian region, than in anyw/le¢se. This is
true, since Japan and South Korea, China must inlpage share of the raw materials needed in tliistmial

production (IP) (Clarkson Research Studies, 200dis development in Asia is expected to continug Asia’s direct
impact on seaborne demand will probably grow furtii¢hether one measures trade by how much of agjisatioved
(volume), by it value or by the carrying capacigeded to move it. All measures are important andifferent reason.
Stopford (2009) in his recent edition Bfaritime Economicshe divided the world seaborne trade by Becel Size
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Distribution function Bulk cargo (big parcels) of over 2-3000 tons gederal cargo (small parcels) of under 2-3000
tons.

Volumes of dry bulk trade provide insights aboutettter the infrastructure is adequate to accommadtieteequired
flow. Value allows governments and economists toeas patterns of international trade and balanctaoe and
balance of payments carrying capacity allows thppmhg industry to access how many dry bulk vesaetsrequired
and on what route. Hence, dry bulk commodity muestnioved from regions where supply is greater thamahd
exporting regions to regions where demand is grahte supply importing regions. They “have/ hava™ balance
results in dry bulk flows from one internationajien to another, from one country to another, amwainfone region
within a country to another. This flows dictated &gonomics logistics (fleets of ship) and temporarypalance in
supply and demand are central to the efficient afmr of the dry bulk market (Fearnresearch, 2004).

TheBaltic Dry Index the main measure of seaborne costs for commsgitiél extend a 46 percent rally over the past
month driven by Chinese demand for iron ore anthgr&hina Ocean Shipping (Group) Co. said.

“The rebound may be bumpy, but in the final quatter index should be much higher,” said Kong FanlauBeijing-
based senior researcher at the owner of the wolddgest operator odiry-bulk ships Kong, who declined to give a
forecast in figures, correctly called a rebounthmindex last September, 2009. The Baltic Drylly fzas come even as
signs mount that the global recovery may be spaogieincluding economic growth data from Japan. Trigex may
surge to more than 4,000 points by the end of @2a gain of at least 61 percent, accordingdajin Shipping Cq.
South Korea’s largest shipping company.

China is “not collapsing but growing at a healthpace,” said Chi Myunghwa, head of the bulk-plagnteam’s

research division at Hanjin Shipping. “China istoeking iron ores and coal again as it bracesHerwinter season,
while droughts and floods across the globe areaagding a shortage of grains, resulting in greatade.” Hanjin

Shipping’s Chi said it magverage3,500 points this year compared with 2,617 paimt2009. “The outlook for bulk-
shipping demand is very promising,” (Kyoungwha, @01

The international dry bulk shipping industry is lhlig fragmented and is divided among state conticdied independent
dry bulk vessel owners. As a general principle, shealler the cargo-carrying capacity of a dry budissel, the more
fragmented is its market, both with regard to avants and vessel owners/operators.

There remains significant potential for industrynsolidation within each vessel type, especiallythia Handysize,
Handymax and Panamax sectors in which we curreqbrate. Charter market dry bulk carriers are eyguldn the
market via a number of different chartering optiofike general terms typically found in these typ&sontracts are
described brief below.

A "bareboat charter" involves the use of a veasahlly over longer periods of time ranging overesal years. In this

case all voyage related costs, including vesselaing port dues as well as all vessel-operatingesgs such as day-to-
day operations, maintenance, crewing and insurdrasgsfer to the charterer's account. The ownéhneessel receives
monthly charter hire payments on a per-day bagisisnesponsible only for the payment of capitatsaelated to the

vessel.

A "time charter" involves the use of the vessehaesi for a number of months or years or for a bgtween specific
delivery and redelivery positions, known as a tfirter. The charterer pays all voyage-relatedscdste owner of the
vessel receives semi-monthly charter hire paymenta per-day basis and is responsible for the paywofeall vessel
operating expenses and capital costs of the vessel.

<<

A "voyage charter" or "spot charter" involves tharriage of a specific amount and type of cargo doaa-port to
discharge-port basis, subject to various cargoedlimy terms. Most of these charters are of a sivglyage nature, as
trading patterns do not encourage round voyageanggadhe owner of the vessel receives one paymerivet by
multiplying the tons of cargo loaded on board tirtlesagreed upon freight rate expressed on a pdvasis. The owner
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is responsible for the payment of all expenseahinly voyage, operating and capital costs of tresele Chartering on
a single voyage or a trip charter basis may benedgo as spot chartering activity.

A "contract of affreightment" relates to the cagaaof multiple cargoes over the same route andlesdre COA holder
to nominate different ships to perform the indivatisailings. Essentially it constitutes a numbevajage charters to
carry a specified amount of cargo during the tefrthe COA, which usually spans a number of yeatsofithe ship's

operating, voyage and capital costs are borne éliip owner. The freight rate normally is agreada@er cargo-ton
basis (Kyoungwha, 2010).

Charter hire rates paid for dry bulk carriers atienprily a function of the underlying balance betwesessel supply and
demand, although at times other factors may plegiea Furthermore, the pattern seen in charter tates is broadly
mirrored across the different charter types andvéen the different dry bulk carrier categories. ldger, because
demand for larger dry bulk vessels is affected ty ¥olume and pattern of trade in a relatively $maimber of

commodities, charter hires rates (and vessel vplokarger ships tend to be more volatile thansthdor smaller

vessels. Conversely, trade in minor bulks drivesaled for smaller dry bulk carriers. Accordingly,acter hire rates
and vessel values for those vessels are subjéeddawolatility.

<
In the time charter market, rates vary dependinghenlength of the charter period and vessel sigefittors such as
age, speed and fuel consumption. Short-term tinzeteh hire rates are generally higher than longiteharter hire
rates. The market benchmark tends to be a 12-ntoméhcharter hire rate, based on a vessel of e years age.

In the voyage charter market, rates are influerdgedargo size, commodity, port dues and canal itréaess, as well as
delivery and redelivery regions. In general, adarcargo size is quoted at a lower rate per ton ghamaller cargo size.
Routes with costly ports or canals generally congnhigher rates than routes with low port dues anccanals to
transit. Voyages with a load port within a regibattincludes ports where vessels usually discheaggo or a discharge
port within a region with ports where vessels lgcadgo also are generally quoted at lower ratesaussuch voyages
generally increase vessel utilization by reducimg anloaded portion (or ballast leg) that is ineldidn the calculation
of the return charter to a loading area.

Within the dry bulk shipping industry, the chartére rate references most likely to be monitoreel the freight rate
indices issued by the Baltic Exchange. These refé@®are based on actual charter hire rates uhdetecs entered into
by market participants as well as daily assessmanatgded to the Baltic Exchange by a panel of majupbrokers
(Kyoungwha, 2010).

Report from the Financial Nigeria’s annual repd0(7) reviews that as the global economy powereddising

seaborne trade volume, continued to increasedcakfricountries have steadily lost out in opportuaityl economic
growth. According to the United Nations ConferenceTrade and Development, the goods loaded atyaottiwide in

2006 were estimated at 7.4 billons tons, an egemntaio an annual growth rate of 4.3 percent drg@accounted for
63.9 percent of total goods loaded with the indaosdf bulk, break bulk, and containerized goods.tidy, the world

seaborne trade is no doubt one of the contribuetors of the improvement of the world GPP. TheQIMD, 2006

report further reported that “a break down by tgbd@rade indicates the importance to developingaAsThis reflects
the importance of Western Asia producers of anstrihus activity in the Far East region of AsiahisTwas proved by
the report; in terms of dry bulk cargo loading deping Asia also accounted for the larger, 14.Xcpet and Africa; 5.5
percent.

Seaborne trade is and will continue to remainslthekbone of international trade with over 80 peragnworld
merchandise trade by volume being carried by seth Wh annual average growth rate of the world sgab trade
would be expected to increase by 4.4 percent ird20®1 double by 2031, potentially reaching 11.%dnltons and
16.04 billion tons, respectively (sources UNCTADeview of Maritime Transport, 2008). Economist retbemvrote
that 90 percent of the world cargo representingt@lfbn dollars in value moved on ships in 20®ate of growth of
world trade moved up from 3.9 percent to 9 pergetlhe same year. Shipbuilding order book in theegear equaled
207m dwt equaling 23 percent of the World fleeesRate of growth of the world trade is expecteti¢o’ percent to
serve such huge industrial operations. Where tieeneo single dominant player, no single nation oghihg the
operations and regulation is mostly internatiorthé seaborne trade complexity is unmatched. Adegrtb World
Trade Organization (WTQO), the seaborne trade igigdly been associated with carriage of high- vautow -volume
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goods (e.g. iron ore, coal). Over recent yearssttaae of low-volume goods (e.g. manufactured goodsjed by sea
has been growing.

According to the report, manufactured goods accdomniver 70 percent of the world merchandise trbglevalue.
Trade manufacturing goods include consumption ga@sdaell as inter mediate goods, past and sensk@d products
that have expanded in tandem with intra-compargetrérade, international out sourcing and glob&bra As much of
this trade is carried in containers, world contdires trade has grow over the coming years at a gaat will require a
doubling of the container handling capacity. Initidd to economics of scale associated with latgege volume, the
container shipping sectors is increasingly invegstmlarger containership to further capitalizethase economies and
reduces cost. Traditional agricultural dry bulk gzegs are increasing being transported in contairersiding the
higher freight rates in the bulk market and reflegt the greater economies of scale available
to larger containerships. These considerationsliglghthe economic importance of seaborne tradingj the potential
for further growth in this sector and the expansidrthe maritime cargo base to include lower —vaugoods, and
higher-value goods.

Over recent years, the conjunction of several fadbas contributed to the dynamism of the inteomati seaborne trade
and maritime transport services. This include

> Increased trade liberalization.

» Advance in information and communication techngl@g€TS).

» Transport (larger ships size tracking and tra¢éodpnologies).

» Sophisticated logistics service (e.g. third partgl forth party logistics).

» And a new global production process.

A new emerging partner is the increased trade witlrid among developing regions. China, Brazil, dndilexico,
South Africa, the Republic of Korea and the Rusdtederation are propelling south-south trade amgoration, the
share of these countries in world exports was Iéqgme in 1997, 18 percent in 2000 and 23 perce0®i/ (Farlex;
Review of Maritime Transport, 2008).

Clarkson’s Research Studies, recently reviewsttrat-miles for dry bulk cargoes may be expectecbittinue to grow
with China’s iron ore needs being increasingly imgthew suppliers such as Latin America. In additiorthe supply
side factor of demand for dry bulk transport (8egt, transport infrastructure and cargo availghithe performance of
seaborne trade is dictated by demand size contimeuch as;
<

> Level of development (e.g. matured, emerging omijrg economics).

» The structure of the economy (e.g. service econ@mdystrial or agricultural based economies).

» The political and regulatory frame work (e.g. Trditeralization) as well as unforeseen event e.gather

strikes and political unrest.

An important poser in this regard is that, with @llthese demands pull factors, what is the sizHigérians fleet that
can take advantage of the opportunities? (Airahapt#2010).

It is no lie that Nigeria as a country has steattist out in opportunities and economic growth of dulk seaborne
trade. Analysts believe that under this circumstaidigeria should compel to devise strategieswagive leverage on
the available information and opportunities. Thgewmt task before Nigeria according to experts isle¢gelop their
human economic resourcesd national fleets By doing, the country will cease to be treasumarsesources and
opportunities, it will become a utilizers.

24 SUMMARY OF EXTENT LITERATURE

The research is based on scrutiny Nigerian sealirsnbulk trade and the demand for transport. Hsearcher studies
show that this work is a preliminary and indeedraugd-breaking work in dry bulk trade in Nigerialt#ough the
nation’s dry bulk trade has suffered from its seabdrading with its trading facilitators, due teetmonoculture attitude
of trade, since the discoursing and switch to diglyid bulk trading (emphasis on crude oil prodjciis the early 1950.

In 1996, for instant the total seaborne dry tradeéNigeria was 2, 810, 359 tons i.e. 6.25 percétit@entire seaborne
trade, while within ten years it experience a dyitaincrease to about 12, 536, 236 tons i.e. 2Bé88ent of the entire
seaborne trade for that year. If this increasesimmoes charters and ship owners will be at gaiditigiin our sea routes,
with most demands for transports originating fromiadAwith a total tonnage of about 63.86 percenthef entire
seaborne trade during the research period.
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CHAPTER THREE

3.0RESEARCH METHOD
3.1A BRIEF INTRODUCTION
The quintessence of this chapter is to define tiieeemethod adopted in this research work. It dbes the procedure
followed in realizing the aim and objectives in tesearch.

3.2.1 RESTATEMENT OF RESEARCH QUESTIONS

1. What is the volume of Nigerian entire seabornedrayl regions?

2. What is the percentage distribution of Nigeria'si$@ne Trade within the research period?

3. What is the trend of Nigerian seaborne trade?

4. Is there any relative degree of importance attadibettend of Nigerian seaborne trade by type of

packaging?

3.2.2RESTATEMENT OF STATISTICAL HYPOTHESES
Ho =iy The volume of seaborne trade through major reg®nst significantly different from zero (@tevel
of significant @) 0.05).
Ho= u, The volumes of Nigeria’'s seaborne general cargolankl trades (1996 — 2005) are not significantly
different from zero at (at a level of significanf 0.05).
Ho= s The trend of Nigeria seaborne trade for the peuioder consideration is not significantly positiat a
level of significant ¢) 0.05).

3.3RESEARCH DESIGN

This research study is concerned with ligerian dry bulk cargoes and the demand for saadport For the purpose
of collecting the necessary data for this resedtehexpo-facto scientific research desigas adopted by the used of
secondary dataThe secondary data, which was primarily the extlesecondary data would be collected mainly from
Nigerian Ports Authority’s Annual Abstract of P@tatistics and others from IMO Annual Review, Uditdations
Conference on Trade and Development (UN) Reviewlafitime Transport Annual (UNCTAD), Clarkson Resgar
Studies, Libraries, Encarta, various world atlad welated literatures, among others.

3.4RESEARCH DATA COLLECTION SCHEDULE.

Secondary data for this ex-pose facto researclglesere primarily collected from the Nigerian PoAsthority,
Annual Abstract of Port Statistics. The data weedl wonstructed to provide discussion of results,oth the research
questions and statistical hypotheses by the ustiarbsoft Excel (2007) and SPSS/PC+ package resgdet

The researcher, for instance will design to useSR8S/PC+ package schedule to measure the voluiheatrend of
the entire Nigerian seaborne trade through mapgions of the world, using ANOVA and Regression gsial

3.5.METHOD OF RESEARCH DATA ANALYSES.

3.5.1INTRODUCTION

Researchers often make decisions by studying théameship between variables, population and pre@aprovement
can often be made by understanding how changesaroomore variable affect the process outpAMOVA (Analysis
of Variance)models which are one of the methods used by #wareher in testing the statistical hypotheses dasic

type of statistical model used in business rese@@siiagwu, 2001). It is a commonly used methodef@mining the

statistically significant differences between theams of two or more populations. They are usuadlycerned, like

regression analysis models, with statistical refabetween one or more independent variable ampandient variable.
The researcher further made useegjression analysidp test the trend of Nigerian seaborne trade tweresearch
period. Regression model, which is a statisticethtégue in which we use observed data to relatariaime of interest
which is called the dependent (or response) vagjablone or more independent (or predictor) védemlthe objective
is to build a regression model, or prediction, tbah be used to describe, predict, and controbd#pendent variable
predict, and control the dependent variable orbtsés of the independent variables.

In this case, since the researcher will be makisgy af two independent variables, (thatdargoes transported and
average haylin his research process, he adopted the muktigjeession analysis.

33.6ANALYSIS OF VARIANCE

The method is often referred to by its acronym ANOVANOVA is often a statistical method for deterimg the
existence of difference among several populatiommae While the aim of ANOVA is to detect differenasmong
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several population means, the technique requiestialysis of different forms under study- henaerthme Analysis
of Variances (Aczel and Sounderpandian, 2009).
3.6.1THE HYPOTHESIS TEST OF ANOVA
The hypothesis test of Analysis of Variance is asdollows;
Ho: pu= po= ps=...=
Ha: notally; (i=1,...r) areequal ........cccooeviiiiiiiieannn, equ (1)
This implies that there are “r” populations, aratments, under study. The researcher will drawndependent
random sample from each of the “r"” populationfi€Tsize of the sample from population | (i=1... rpisnd the total
sample size is given as
N=ry +ny+...+n
The researcher further presents the assumptioméhsatisfied in using the Analysis of Variancegadure in testing of
the slated statistical hypotheses. They include;

» Assume independent random sample from each ofrthpdpulation of the seaborne trade trends.

» Assume that the “r” population under research moemally distributed, with meansthat may or may not be

equal, but with equal variance&

3.7MULTIPLE REGRESSION ANALYSIS

Multiple regression analysis is the study of howngna dependent variabley" is related to two or more independent
variable x”. It is given by;

Y= ﬁo+B1xl+B2x2+---+B p Xp .......................................... Equ31

In the general case, as shown the researcher ‘ysde denote the number of independent varial{igsit is,Demand
for transpor). The equation that describes how the dependeigbla “y” is related to the independent variablel
X2 ... Xp and an error term “E” is called tiMultiple Regression Model, as shown below,

Y= B0+B1X1+B2X2+"'+B p Xp FE Equ 3.2

In the multiple regression mode¥ ., f1, B2 ...+ B, are the parameters and E’ (the Greek letter apsia random
variable. A close examination of this model reveh *y” is a linear function of x X, xp (the Be+B1xa+Poxet...+ B p
Xp part) plus an error term (Anderson, 2004).

3.7.1TESTING FOR SIGNIFICANCE

In this section, the researcher will show how haildaonduct significance test for a multiple regien relationship.
He starts by defining the purposes déstandt testto be used. ThE testwas used to determine whether a significant
relationship exist between the dependent variafdetlae set of all the independent variable in tloeleh the researcher
will refer to thef testas the test for over all significance.

If the f testshows an overall significance the test is useddtermine whether each of the individual indepehden
variables is significant. A separate t test is amted for each of the independent variable in tloeleh) the researcher
refers to each of thistestas a test for individual significances.

CHAPTER FOUR

4.0PRESENTATION AND ANALYSIS OF DATA

4.1 A BRIEF INTRODUCTION

In this chapter, the researcher present the empiiitdings resulting from the analyses of the dgthered in order to
address the various research questions and statikiipotheses. Major portions of these findingk bé presented as
tables, chart or graph accompanied by a narratiandirects the attention of the reader to the ntap aspects of the
displayed empirical results.

4.2PRESENTATION OF DESCRIPTIVE STATISTICS AND BRIEF CO MMENTS ON THEM.
4.2.1ANALYSING THE RESEACH QUESTIONS.
1. What is the volume of Nigerian entire seaborneetag region?
<
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Figure 4.2.1a: Origin of Nigeria’'s imports (199%6a5). M/t (000,000)
Source:Collated by the researcher.

From figure 4.2.1a presents the descriptive stedigif the volume of Nigeria's entirerigin of importin respect to
regions of the world. It was revealed from the figuthat Nigeria’s most imports were originatedrAsiaregion with
63,855,950 tons of cargoes; this was followedBuwyope with a total tonnage of 52,642,014 tons. Slighiasthe
tonnage of cargoes on imported to Nigeria withim tasearch period wasistraliawith 654,289 tons of cargoes.
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AFR AUSTR  ASIA USA EUROPE UNSPEC

3.680039 0.00768 5.138717 47.180859 12.680735 238%/
<

Figure 4.2.1b: Destination of Nigeria’s Export996-2005). M/T (000,000).
Source:Collated by the researcher.
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From the above figure 4.2.1b illustrate Nigeriasstination of export by regions. It shows the desiee
statistics that Nigeria’s most destination of expeas to the United State of America’s region (timsludes
countries in both the Northern and Southern pafrtAroerica) with an entire tonnage of 47,180,859starfi
cargoes. This was followed by the region that wesighated aanspecifiedwith a tonnage of 17,872,883 tons.
Slightest in the tonnage of cargoes destinatioexprt from Nigeria within the research period wasstralia
with 7680 tons of cargoes.

2. What is the percentage distribution of Nigeria'al@ne Trade within the research period?

B IMPORTS
W EXPORTS

Figure 4.2.2: Percentage Distribution of Nigeri@&aborne Trade (1996 -2005) %

Source:Collated by the researcher.

Figure 4.2.2 above shows the descriptive statistiddigeria’s percentage distribution of seabomaelé within

the research period. From the figure it reveals®@ercent of import in the entire seaborne ti@slagainst 32
percent of export. The implication of this is tlila¢ country with the research period has been &quEng an

unfavourable balance of trade of 36 percent.

3. What is the trend of Nigerian seaborne trade?

30

20 /
e |WIPORTS

15 Al
/‘/ EXPORTS
10

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

Figure 4.2.3emd of Nigeria's seaborne trade (million tons)96.92005

Source:Collated by the researcher.
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Figure 4.2.3 provides a clearer picture about #hecdptive statistics of Nigeria’s entire seabomaele within the

research period, with imports on a continuous sgjvely increases as against export.

4. s there any relative degree of importance attatbéend of Nigerian seaborne trade by type of

packaging?
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Figure 4.2.4a: Trend of Nigeria's seaborne impadé¢ (1996 -2005) by type of packaging.

Source:Collated by the researcher.

Figure 4.2.4a illustrates Nigeria’s trend of imgobty type of packaging. It presents the descripgtedistics
and reveals that most of Nigerian imports by typ@ackage wergeneral cargowith 77,980,978 tons of
cargoes during the research period, followeddby bulk with 74,398,155 tons of cargoes and slightest by

liquid bulk with 72,758,369 tons of cargoes.

14000000

12000000

10000000

8000000 —

6000000

4000000

2000000

1996199719981999200020012002200320042005

= GEN CARGO
= DRY BULK
LIQ BULK

Figure 4.2.4b: Trend of Nigeria's seaborne expadé (1996 -2005) by type of packaging

Source:Collated by the researcher.

Figure 4.2.4b illustrates Nigeria’s trend of exgdoly type of packaging. Its reveals the descripstatistics of
Nigerians most exports by type of packagdiqagd bulk with 74,450,469 tonnes of cargoes during the rebea
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period. This is followed bygeneral cargowith 10,543,799 tons of cargoes and slightestdby bulk with
2,886,726 tons of cargoes.

5. What is the trend of the entire Nigerian seaboragd by type of packaging?
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Figure 4.2.5: Trend of Nigeria's seaborne (impaxport) trade by type of packaging
Source:Collated by the researcher.

From the above figure, the descriptive statistitNmeria's entire seaborne of trade by type of kaaing
reveals a dominancy of general cargo type by imyiHin the study period, with little slightly efféin export.
Liquid bulk dominated in the export, while dry budkly showed significant effect on Nigeria's seai®on the
import.

422 ANALYSING THE STATISTICAL HYPOTHESES

1. The volume of seaborne trade through major regiom®t significantly different from zero (at a léve
of significant @) 0.05).
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Table 4.2.2a: Analysis of Variance showing the seab trade between Nigeria and major analyticabreg

Summary of MT
ORI_DEST Mean Std. Dev. Freq.
AFR 1111. 2864 962. 8299 20
ASIA 3449.7334 4063. 0228 20
AUST 33. 09845 69. 906435 20
EURO 3266. 1374 2711. 6107 20
UNSPEC 1246. 6733 2339. 9566 20
USA 4299. 3747 3053. 6136 20
Total 2234.3839 2942.0618 120
Analysis of Variance
Source SS df MS F Prob>F
Between groups 277767087 5 55553417. 3 8. 42 0. 0000
Within groups 752264496 114 6598811. 37
Total 1. 0300e+09 119 8655727. 58
Bartlett's test for equal variances: chi2( 5)= 148.6987 Prob>chi2 = 0. 000

Source:Collated by the researcher.

From table 4.2.2a, the average values of seaboade between Nigeria and major analytical regianstlie
relevant period are as shown above. The p-valleN&VA's F-statistic was 0.0000. This is less tha@3)(the
level of significance). Therefore we refute the Inahd accept the alternative hypothesis that sianit
differences exist in the volume of trade betweegeXa and the regions considered, at p<0.05.

To statistically test the difference between any paregions, a post-hoc analysis employing Sahéést was
conducted. Table 4.2.2b below identifies the magbdrtant region as; USA (4,266.28 million tons), IAS
(3,416.63 million tons) and EUROPE (3,233.04 millimns) with p-values of 0.00, 0.005, and 0.01o(2.05)
respectively.

Table 4.2.2b: PAIRWISE COMPARISON OF MEAN TRADE VOBETWEEN REGIONS (SCHEFFE

TEST)
Row Mean-
Col Mean AFRICA ASIA AUSTRALIA EUROPE UNSPEC
ASIA 2338.45
(0.151)
AUSTRALIA -1078.19 -3416.63
(0.88) (0.005)*
EUROPE 2154.85 -183.60 3233.04
(0.23) (1.00) (0.01)*
UNSPEC 135.39 -2203.06 1213.57 -2019.46
(1.00) (0.205) (0.815) (0.297)
USA 3188.09 849.64 4266.28 1033.24 3052.70
(0.012)* (0.954) (0.00)* (0.90) (0.02)*

P- Values in parenthesis. * Significantat 0.05.
Source:Collated by the researcher.
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2. The volumes of Nigeria’s seaborne general cargobaidtrades (1996 — 2005) are not significantly
different from zero at (at a level of significanf 0.05).

Table 4.2.3a: Summary of seaborne trade

Summary of Trade
TYPE Mean Std. Dev. Freq.

Gen_Cargo 4426. 2389 3715. 8217 20
Dry_Bulk 3864. 2441 4316. 5866 20
Lig_Bulk 7360. 4419 4176. 3546 20
Total 5216. 9749 4295. 7477 60

Source:Collated by the researcher.
Table 4.2.3b: F-statistic of the ANOVA

Analysis of Variance

Source SS df MS F Prob>F
Between groups 140991898 2 70495949. 2 4.24 0. 0192
Within groups 947761567 57 16627395. 9

Total 1. 0888e+09 59 18453448. 6

Source:Collated by the researcher.

The F- statistic of the ANOVAs test (table 4.2.8b%.24 with p-value of 0.0192. This is significatt. = 0.05.
Therefore we refute the null and accept the altermdypothesis that significant differences existhe general
and bulk cargo trades between Nigeria and majatirtgaregions during the period under consideratain,
p<0.05.

<

A pair-wise comparison of the trade types showsligaid bulk cargo constituted the major commodityring
the relevant period with a total volume of 3,49@illion tons. See table 4.2.3c below

Table 4.2.3c: Comparison of Trade by Type

(S cheffe)
Row Mean-
Col MNean Cen_Carg Dry Bul k
Dry_Bulk -561. 995
0.910
Lig_Bulk 2934. 2 3496. 2
0. 084 0. 032

Source:Collated by the researcher.
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3. The trend of Nigeria seaborne trade for the peuwioder consideration is not significantly positiat &
level of significant ¢= 0.05)

<

Table 4.2.4: Regression of seaborne trade

i.type _ltype_1-2 (naturally co ded; _Itype_1 omitted)

Source SS df MS Number of obs = 120
F( 2, 117)= 8. 45
Model 130020156 2 65010077.9 Prob>F = 0. 0004
Residual 900011427 117 7692405. 36 R-squared = 0.1262
Adj R-squared = 0.1113
Total 1. 0300e+09 119 8655727.58 Root MSE = 2773.5

Trade Coef. Std.Err. t P>|t] [95% Co nf. Interval]
T 39. 0229 14. 61976 2.67 0.009 10. 06924 67. 97656
_ltype_2 -3924. 778 1012. 851 -3.87 0.000 -5930. 677 -1918. 879
_cons 1835.888 571.8705 3.21 0.002 703. 328 2968. 447

Source:Collated by the researcher.

Table 4.2.4 above, was obtained after regressidntaf trade volume (import and export) on the drén The
coefficient of the trend is a positive value of B2R9. Its t-statistic is 2.67. This is significaatta = 0.05.
Therefore, we refute the null and accept the atére that Nigeria's seaborne trade increased énréhevant
period. However to check for the effect of typetiade on the regression equation, import and exjppade
dummy was included as explanatory variable. Itypé&s 2n indicator variable for export trade. Its akdep
coefficient with value of -3924.778 has a signifitp-value of 0.00. This implies that for the resbaperiod,
Nigeria’s exports declined in comparison with ingor

4.3DISCUSSION OF FINDINGS

4.3.1DISCUSSION OF FINDINGS ACCORDING TO RESEARCH QUESTIONS.

Figure 4.2.1a as shown by the researcher, preemtdescriptive statistics of the regions of theldvas grouped as
follows; Africa, Australia, Asia (including, Oceaniand Far East countries), USA (including, Soutld &forth
America), Europe, and Unspecified region (that@jntries not specified by NPA). From the graplign.2.1a, it's
observed that most of Nigeria seaborne trades messt originated irAsia, with an approximated percentage of 35.17
of the entire imports to Nigeria, within the resdamperiod; this was followed b#urope with an approximated
percentage 28.99. The slightest wagstralia with a percentage 0.36 of the entire seaborne tradénterrupted
increase in the lead of the Asia region, mostlshin Far East (especially china and Japan), imnigs trades to and from
the Nigeria, the besides routes are to Passingghrthe Mediterranean, the Suez Canal, the Malsttaés and finally
to the Atlantic in West Africa. This implies thdtere is demand for transport between Nigeria'sreate and that of
Asia’s than any other.

Figure 4.2.1b shows Nigeria’'s most destinationeafterne trade to be USA region with an approximagdde of 54.5
percent of the entire trade. This value is a comlidmnage of bothNorth and South Americacargo throughputs. The
development of iron is exploration in Brazil (Nceth America) in combination with increased stealduction in
China (Asia region) has had a very positive infeeeron the average haul for panamax vessels (6@8@j@t) in
Nigeria.

Figure 4.2.2 shows the descriptive presentaticdh@percentage distribution of the entire Nigegalsrne trade within

the research period. This clearly reveals Nigeepethdency on import (i.e. foreign reliance). Thisagion indeed had
rely affected the economic state of the nationl(iding the GDP) and had caused wfavourable balanced trade
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there by leading to &ade deficit or trade gapThe researcher views the remedy to this on tde sf import
substitution strateggndimport restriction through;

> High tariff of locally trades imported.
> High import quota, especially on luxurious goodd aarvices.
> Curtailment or reduction of imports.

Figure 4.2.3 reveals the descriptive statistictheftrend of Nigeria’s seaborne trade within thelgtperiod. This show
a steadily increase of the import. Similar situatés seen above will also be observed.

Figure 4.2.4a addresses the issue of the relevaraey bulk trades than other trades by packagnljigeria’s import
trade. With an approximated tonnage38fperceniof the entire seaborne trade of origin of impard 82.8 percent of
destination of export. This will aid cargo balarafetrade and balance of payments carrying capaeitych in turns,
allows the shipping industry to access how manyhiik vessels are required and on what route. Heheetheory;
dry bulk commodity must be moved from regions whsupply is greater than demand exporting regionge¢ions
where demand is greater than supply importing regio

Figure 4.2.4b reveals an incessant increase dighel bulk on the seaborne export trend. This edvéNigeria’s over
reliance and dependency on liquid bulk and negiéthe dry bulk. This is as a result of the oilatigery in the 50’s,
since then trades have been monopolized.

Figure 4.2.5 shows the descriptive statistics @feia’s trend of seaborne trade (import and expuit)in the research
periods. It reveals Nigeria’s most seaborne tradgored as liquid bulk, which is composed mainly petroleum
derivative. This trade has indeed been taking lieatligeria’s seaborne trade and will still untilettGovernment
strategies ways of dry bulk trades input.

43.2 DISCUSSION OF FINDINGS ACCORDING TO STATISTICAL HYP OTHESES.

Table 4.2.1a reveals the test of the slated nylbthesis that the volume of seaborne trade throogjbr regions is not
significantly different from at a level of signifiat @) = 0.05. The selected regions include; Africa, Ausirafsia
(including, Oceanic and Far East countries), US#cl(iding, South and North America), Europe, and déusied
region (that is, countries not specified by NPAheTp-value of ANOVA F-statistic was 0.0000 at .@vdl of
significant. This made the researcher to refuterthié hypothesis, which means that it is tantamawntccept the
alternative hypothesis that significant differeneasst in the volume of trade between Nigeria dml delected regions
under consideration. This gives the importance igleNa seaborne trade not only to its region aldng, the entire
world.

<<
Table 4.2.1b, further gave the statistically tektthee demand for transport using the Scheffe tgsi@abpair wise
comparison of the mean of the seaborne trade. Wgfm among others was most significant at 0.00 Wj266.28
million tons. This was followed by ASIA region at005 with 3,416.63 million tons and insignificanzg unspecified
region at (0.2970) with -2019.46 million tons. Timeplication of this implies an increase of vessetling in USA
regions than any other regions of the world anddaib sea route to and from Nigeria.

Table 4.2.2 reveals the test of the slated nulbkiygsis that the volume of seaborne general carddoalk trade within
the research period is not significantly differénatm at a level of significants) = 0.05. The selected bulk trades were
liquid bulk and dry bulk. The researcher reveakbs #it F-statistic of the ANOVA test &24 with p-value 0f0.0192
This implies a refute of the null hypothesis anacaeptance of the alternative that there is sicpnifi differences exist
in the general and bulk trades between Nigeria raagbr trading regions during the period under adesition, at
p<0.05. It shows Nigeria's dependence on liquidkbwhich had greatly affected the dry bulk tradesNigeria’s
seaborne.

Lastly tested was the trend of Nigeria’'s seaboraéet within the research period not significanthgifive ate. = 0.05.
Here the researcher made use of regression anafysisa total of the entire seaborne on the tiErad a coefficient
39.0229. The entire result reveals that withinrésearch period, Nigeria’s exports declined in carngon with import.
The implication of this is annfavourable balance of trade or simpigde definite which could only be ratified by any
of the slated method by the researcher below;

> High tariff of locally trades imported.
> High import quota, especially on luxurious goodd aarvices.
> Curtailment or reduction of imports.
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Furthermore, some economists and analysts beliea®e dn unfavourable balance of trade, especiallgustained,
causes unemployment and lowers GDP growth. Otledimvied that the more international trade occimes,nore likely
it is that foreign companies will invest in the herountry, negating any negative effect.

CHAPTER FIVE

5.0 SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

5.1 SUMMARY

The research focuses on the demand side of seatvadebut emphasis on dry bulk. The demand foisprart of dry
bulk trade is a derived demand. The derived denmdépendent upon the nature of goods traffic abeene trade. If
the demand for a commodity is more, the relativieneaof that goods traffic becomes more. As theldvbecame more
developed, proximity to raw materials and to maskefemand became the factors that, about all osteaped the
world’s economy and, in particular the major trapdetners and sea routes. The key elements influgribe supply of
dry bulk carriers argessel deliverieand thdoss of existing vesselsrough scrapping or other circumstances requiring
removal. Generally, growth in gross domestic prodund industrial production correlates with peaksiemand for
seaborne transportation. Certain economies willfrach time to time as the "primary driver" of theydoulk carrier
market. Nigeria's seaborne trade has still and datill remain the focal point of West African tiiaf For instance, the
cargo throughput to and from Nigeria accounts foraerthan 70 percent of the total volume of cargoegated by the
entire West Africa sub-region of Africa.

The descriptively statistics of the trends of Nigesr seaborne trade reveals that Nigeria major #gpeere of
more demand in the United States of America ana@airegions of the world, which are the major cotere
of Nigerian raw-materials to semi-finished andghed products (industrialized products).

<

What's more a test using the Statistical Packag&daial Scientist to test for the volume of Nigeriseaborne trade
through major regions, reveal a significant tradénthe USA atoa = 0.05. The implication of this is simply implies a
demand of transport in the region and a busy sei® r@one the region to and from Nigeria. Althoulgl researcher
support similar work such as Clagt al (2004:417), who finds that transport costs amggaificant determinant of
bilateral trade between Latin America and the U8# transport cost contributes significantly to siigghe volume,
structure and patterns of seaborne trade as well@sries comparative advantages and trade cotmpetss.

5.2CONCLUSION
The conclusion and findings of this research waakdn on empirical evidence from this research ase v

<

The trend in the volume of Nigerian seaborne trifwdleugh major regions was significantly differerrh zero
ate = 0.05. However, because demand for larger dry be#isels is affected by the volume and pattern detra
in a relatively small number of commodities, chafiges rates (and vessel values) of larger stdpd to be
more volatile than those for smaller vessels. Tils persist to rise constantly yearly. AlthoughetNigerian
government cannot be said to have be earning moahthis seaborne trades, since as a nation i’ ssffer its
own national carriers. Also, the researcher furtested using ANOVA pair wise comparison of meauér of
the Nigeria’'s seaborne trade between the seleegidrs of the world. The result reveals the USAae@s the
most significant with p-value of 0.000, using theh&ffe test. This signifies that Nigeria engageseaborne
international trade with most countries in the U®@ion compare to others. By this, Nigeria has walto the
global trend of not being self-sufficient only da domestic resources. It engages in one levdieother in the
process of selling what it has and acquiring whaeeds. In addition to the supply side factor@hdnd for dry
bulk transport (e.g. fleet, transport infrastruetand cargo availability) the performance of seabdrade was
also dictated by the demand size consideration.

5.3 RECOMMENDATIONS
From the research, it was revealed that Nigeri#sd of seaborne trade had been significant atGd=@ithin

the research period. From the analyses of the m&s@mestions and statistical hypotheses, the mefseawill
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recommend the following to the Nigerian governmenivate individuals, shipping companies, freightbaean
forwarders liner companies; ship owner, shipbuilder, shippankers, and many others who are involve in the
shipment of goods from one place to another amditation of policies based on seaborne trade:

1. That Nigeria should broaden her horizons in heoexgectors and should not depend majorly on liquid
bulk (mainly petroleum products or derivatives wefeserved to be the major constitute). This will
definitely increase the tonnage of cargo to besparted from other regions apart from the South-
South ports region (which comprises of mainly Oardnd Alex stream, TUMA) and Delta port. This
will automatically improve the GDP of the countydaits tonnage in the entire region of Africa.

2. Export promotion measures should be encouragetidogavernment at all levels of development (e.g.
matured, emerging or growing economics) and straectf the economy (e.g. service economy,
industrial or agricultural based economies).

3. Government should also contribute to the infrastmg such as roads and highways, as well as a
significant portion of ports, internal navigatiamd rail facilities.

4. The focal point is manufactured exports, as manufax firms tend to be more footloose than for
example firms in mining or agriculture. It is foutitht local demand (or economic growth) positively
influences exports, whereas distance from a panredses exports.

5. Nigerian government should aid policies and stiatetp aid the increase of volume of the dry budk a
the f-statistic of the ANOVA test with p-value 091 tested shows an higher trend in the liquid bulk
than the various type by packaging.

6. Last but not least, researches such as this sheuhcouraged, so that knowledge about the voldme o
dry bulk trade could be known, since it providesights about whether the infrastructure is adequate
to accommodate the required flow. It also providekie that allows governments and economists to
access patterns of international trade and balaht®de and balance of payments carrying capacity
allows the shipping industry to access how manyhdii vessels are required and on what route.

5.4 SUGGESTIONS FOR FURTHER RESEARCH
Having outlined the limitations or scope of thee@mzh, the researcher further offers suggestiorfsirther
researchers to delve into in the areas this relseagld not cover. The suggestions for investigaby further

researchers are to know,
» An analysis of collusive behaviour in the Niger&hipping market: The approach taken in the aboseareh

work was restricted to a demand survey using aggeedata. A disaggregate approach which when applie
will expose more facts especially in assessingusole behaviours among shipping cartels in Nigeria’

shipping market sector.
» Spatial logistics Assessment of freight distribaotio Nigeria's hinterland: The origin and destioatof freight
flows across states in Nigeria also deserves alejrth research. This work did not do an in-depsieaech of

this area.
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APPENDICES
APPENDIX TABLE 1: ORIGIN OF NIGERIAN'S IMPORTS BY TYPE OF PACKAGINGL995-2005) M/T
(000,000).

GENERAL LIQUID BULK
YEAR CARGO DRY BULK TOTAL
1996 7,130,955 4,543,878 19,514,271 31,189,104
1997 4,789,835 3,002,846 3,420,943 11,213,624
1998 5523477 4,316,408 4,446,979 14286864
1999 6,238,947 4479593 5,032,791 15,751,331
2000 6,880,333 6,022,251 6,327,912 19,230,496
2001 9560532 9553569 5,554,690 24668791
2002 10026567 9397988 5781825 25206380
2003 10,064,171 10,377,285 7,397,837 27,839,293
2004 8,409,610 10,368,487 8,128,978  26,9%/,0
2005 9,356,551 12,335,850 7,152,143 28,844,544

TOTAL 77,980,978 74,398,155

72,758,369 225,137,502

Source NPA'’s Annual Abstract of Port Statistics.
Collated by the researcher
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APPENDIX TABLE 2: DESTINATION OF NIGERIAN'S EXPORTS BY TYPE OF PAGKGING (1995-
2005) M/T (000,000).

GENERAL DRY
CARGO BULK LIQUID BULK TOTAL

1996 1819680 558562 9234083 11612325
1997 1,160,282 513,268 3,695,631 5,369,181
1998 1,091,707 490,425 3,456,722 5,038,854
1999 1,239,096 294,362 4,948,147 6,481,605
2000 1,200,393 122,574 8,379,417 9,702,384
2001 884444 151215 9570393 10,606,052
2002 789536 173267 10818058 11,780,861
2003 768,498 186,267 10,971,887 11,926,652

2004 673,134 196,400 12,891,994 13,761,528
2005 917,029 200,386 484,137 1 601,552

TOTAL 10543799 2886726 74450469 87,880,994
Source NPA’s Annual Abstract of Port Statistics.
Collated by the researcher

APPENDIX TABLE 3: ORIGIN OF NIGERIAN’'S IMPORTS BY REGION

YEAR  AFRICA AUSTRALIA ASIA USA EUROPE UNSPECIFIEDOTAL
1996 1,117,674 283,465 1,039,989 2,120,386  4,280,4615,660 8,867,642
1997 802,374 155,558 1,681,349 2,473,200 3,771,889 842,8 9227211
1998 1359587 82081 3860097 3581212 3999806 9573933840176
1999 1,686,388 7,251 3,940,411  3,432,064,97B331 324,240 13,360,685
2000 1,282,343 42,006 5,131,395 3,385,029 5,543,41353,850 15,738,041
2001 1509882 17729 12931149 4383777 7219227 2403596302123
2002 2,132,404 3,959 8,882,937 4,598,957 5,461,84012,953 21,823,050
2003 2,216,546 19295 9,969,843 3,832,896 5,857,134087,384 22,983,118
2004 3,045,252 23,058 7,539,316  4,648,436,297,079 1,802,929 23,356,070
2005 3,393,240 19,887 8,879,465 6,350,678 6,260,802 21978 26,067,046
TOTAL 18,545,690 654,289 63,855,951 38,806,635 &2®l4 7,060,583 181,565,162

Source NPA’s Annual Abstract of Port Statistics.
Collated by the researcher

46



International Affairs and Global Strategy www.iiste.org
ISSN 2224-574X (Paper) ISSN 2224-8951 (Online) JLINE]
Vol.15, 2013 ||S E

APPENDIX TABLE 4 : DESINATION OF NIGERIAN'S EXPORTS BY REGION

YEAR  AFRICA AUSTRALIA ASIA USA EUROPE UNSPECIFIEDOTA
1996 249781 508 245419 495740 612,738 47,200 165338
1997 206,483 31 195116 781,292 616,191 113,731 1914841
1998 176945 750 246753 1,259,749 989630 47,000 w2
1999 503,032 5,062 3,050,651 2,810,859 743,588 56,846 7172037
2000 501,196 102 256,425 7,154,772 437,042 8,080,1716371712
2001 371710 113 238857 7523588 427688 883097 944705
2002 403,266 559 231,946 560,127 389,780 7,878,68466324
2003 486,470 297 226,717 9,672,923 378,908 133,95110901269
2004 200,276 200 187,365 12,202,123 338,612 360,333 13290913
2005 580,880 58 259,468 4,719,686 7,746,558 331,90613640561
TOTAL 3680039 7680 5138717 47180859 12,680,735 7Z@B3 86560913

Source NPA'’s Annual Abstract of Port Statistics.
Collated by the researcher

APPENDIX TABLE 5: AVERAGE HAULS BY REGIONS

WORLD

REGIONS AVERAGE HAUL
AFRICA (SOUTH

AFRICA 3000nm
ASIA

(SINGAPORE) 11950nm
AUSTRALIA

(MELEBORE) 6100nm
EUROPE

(LONDON) 6500nm
USA

(SANFRANCISCO) 12300nm

Source: Encarta (2007)
Collated by the researcher
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