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ABSTRACT 
 

This study attempts to analyze the Impact of the implementation of the 

Cabotage law on the Maritime Industry in Nigeria. Taking the Nigerian 

Maritime Administration and Safety Agency (NIMASA) as the case study, 

the study x-rayed the level of enforcement of the Cabotage by NIMASA 

as a Maritime regulatory body in Nigeria. More emphasis was laid on the 

benefits accruable to stakeholders of coastal trade. A Comparative 

analysis is carried between few selected countries and Nigeria. With the 

use of SPSS 15.O version, a multiple regression analysis was carried 

out on the number of ships call (Independent Variable) and the gross 

registered Tonnage (GRT) as well as the revenue generated (dependent 

variables). 

The results reveal a positive relationship between the GRT and the 

number of Vessels which implies that as the number of ship call 

increases, gross registered tonnage increased, as well as the revenue 

generated through the ship registry of NIMASA and thus to the 

government of Nigeria. This is represented by the following models: 

GRT = 0.378 + 0.092N and GDP = - 425393 + 0.181CIN + 0.002COU – 

0.54BOP + 15393EXR.The study concludes that NIMASA has the 

potential to contribute immensely to the development of the maritime 

industry in Nigeria through sustainable implementation of the cabotage. 

It is recommended that more efforts be made to encourage indigenous 

ship owners in acquisition and cargo generation in the cabotage regime. 

This will increase the number of ship calls, gross registered tonnage and 

increased revenue generation (GDP), more competitive Exchange Rate 

and Balance of Payment. 
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CHAPTER ONE 

                         INTRODUCTION 

1.0    Background Information 

The Coastal and Inland Shipping Act 2003, otherwise known as 

Cabotage Law came into force in April, 2004. It is aimed at reserving the 

coastal shipping for Nigeria. In essence, the system of maintaining the 

domestic shipping industry is being regulated by the Cabotage Law, 

through the Nigerian Maritime Administration and Safety Agency 

(NIMASA).This would employ the use of our merchant fleet, and the 

protection of our environment and bio – security. We are of the view that 

if the Cabotage law is properly implemented, Nigeria needs to maintain 

jobs and skill in an Industry that is vital to its future.   

 

Lack of actual knowledge about the maritime sector could be the basis 

for the very poor response it has generated from investing public. The 

oceans are as old as the times and maritime trade dates back to the 

beginning of time. Nigeria can only neglect the development of its 

maritime potentials at its own peril especially taken into consideration 

her expansive maritime resources. (lgbokwe, 2006). 

 

Ballack (2007) posited that the nation has been losing as much as $4 

billion dollars to foreign ship owners yearly due to lack of indigenous 

capacity in the local Maritime Transportation. This lack of participating 

capacity was attributed to their inability to invest in the maritime 

transportation sector. To the extent that transport  
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Services for personnel and equipment for Oil exploration in the deep sea 

were being rendered by foreigners; no doubt, this has cost the Country 

dearly. It is the opinion of the ship operators and maritime stakeholders 

that with the advent of the Cabotage law and Local Content policy of 

Government, which must be supported by proper implementation, better 

days would be ahead for Nigerian businessmen who could key into the 

merit of the Act. The Local operators must be prepared to tap from the 

multiplier effects of the Cabotage Law (Grant, 2004). 

 

The Law gives room for ship building, shore to rig services, green field 

development and manning. In turn, Nigeria would make its system 

attractive to foreign investors. Giving Legislative backing by moving 

Local Content from 40% to 70% in the near future. It is believed that 

there would be more shipping services for Nigeria, through ship 

chandelling, shipping services, agencies and haulage.  

 

Trade is facilitated chiefly by shipping and within the chain off shipping 

activity, which adds values to the economy, exists numerous services, 

which can also generate income. There is a connection between 

seaborne trade and GDP growth as it generates huge economic activity. 

Shipping therefore is an important and integral part of industry and trade 

in any nation. 

 

The structure of the shipping industry is international. It is usual for a 

ship to be owned in one Country, registered in another, crewed by 

nationals of another, managed by a company in another and be 

operated still in another country. It is therefore characterized by intense 

competition (Igbokwe, 2008). 

2 
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In a sense, shipping has significantly contributed to the economic 

globalization by providing efficient shipping service to multinational 

enterprises with global networks of production and distribution. As a 

consequence, all economies developed and developing have become 

more interdependent and complementary to each other. In this way, the 

world economy is working as a single market. This is the basic concept 

of economic globalization in the Maritime Industry. 

 

Major challenges today are restructuring of the transport industry. 

Shipping industry competitiveness, workforce training, and sustainable 

development, promotion of coastal trades and development of river 

tourism are therefore areas open to coastal shipping. Consequently, 

their activity centers constitute veritable areas of shipping activities and 

therefore the main thrust of the Cabotgae Law  

 

However, Cabotage guidelines specified the procedure in the 

implementation of the Act, although currently it has been receiving a lot 

of criticism from the public/stakeholders, in some Cabotage vessels 

were indicated in section 2 (5) while Cabotage trade areas are specified 

in section 2 (6) etc of the Inland and Coastal Shipping Act, 2003. 

 

According to the Act, cargo means goods carried in or on a vessel 

whether or not of commercial value and include livestock. Whereas, 

coastal trade or Cabotage means, the carriage of goods by vessel or 

any other mode of transport, from one place in Nigeria or above  

 3 
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Nigeria waters either directly or via a place outside Nigeria and includes 

the carriage of goods in relation to exploration or transportation of the 

minerals or non-living natural resources of Nigeria whether in or under 

Nigeria waters (Usoro, 2007). 

 

The carriage of passengers by vessel from any place in Nigeria situated 

on a lake or river to the same place or to any other place in Nigeria, 

either directly or via a place outside Nigeria to the same place without 

any call at any point outside Nigeria or at any other place in Nigeria, 

other than as an in-transit or emergency call, either directly or via a 

place outside Nigeria. It also include the carriage of passengers by 

vessel from any place in Nigeria, or from any place above Nigerian 

waters to the same place or to any other above or under Nigerian 

waters, where the carriages of the passengers is in relation to the 

exploration or transportation of the mineral or non-living natural 

resources in or under Nigerian waters, and the engaging by vessel, in 

any other marine  transportation activity of a commercial nature in 

Nigerian waters and the carriages of any goods or substances whether 

or not of a commercial value to it under the National Waterways Act, 

1997. 

 

It is imperative to note that optimal efficiency in transport has been 

pursued recently in many countries by changing the structure and  

4 
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institutional framework of the industry. The changes have been 

introduced by such measures as privatization and deregulation so that 

the role of government, Federal governments in particular has been 

reduced significantly. The maritime industry has been subject to similar 

development. However, in most third world countries like Nigeria 

changes in maritime and port policies have been modest. The countries 

in which the policy changes have been greatest are those in which 

national policies exerted strong influence on port performance. The 

United Kingdom and New Zealand are well known examples. 

 

In recent times, the policies of government are seemingly moving in 

ways, consistent with a more competitive market structure. In many 

countries, public ownership, subsidization and some levels of central 

planning are still common in the maritime industry. However, the varied 

arrangement for the ownership and administration of ports and maritime 

operations gave rise to questions about the appropriateness of existing 

government policies. In the light of the above argument, there emerged 

two decades ago, the National Shipping Policy otherwise known as 

Decree No.10 of 1987 which came into force in 1988,establishing the 
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then National Maritime Authority(NMA). The origin of the National 

Shipping Policy could be  

 

traced down to the United Nations Conference on Trade and 

Development (UNCTAD) code of conduct (40:40:20), adopted in 1975 

and entered into force in 1983. 

  

Since its inceptions, the then National Maritime Authority had created a 

laudable impact on the maritime industry, which in turn has a big role to 

play in national economic development. Endowed with a coastline of 

about 853km bordering the Atlantic Ocean in the Gulf of Guinea, with a 

maritime area of about 46, 500km2
 and Exclusive Economic Zone of 

about 210, 900km, Nigeria has a highly productive open sea with 

abundant and diverse maritime resources. However, Nigeria has not 

been able to maximize the advantage of these natural resources. 

Rather, she has in the last half a century, witnessed a chequered history 

in the development of her maritime industry and shipping to be precise. 

Earlier than the period 1959, the maritime industry of Nigeria was 

exclusively owned, managed and controlled by her colonial master and 

its international maritime business allies. Essentially, the cyclic theory of 

port oscillation is manifest in port concentration and diffusion, which 

could be attributed to the then trend in cargo through put of the country’s 
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port. This situation was not peculiar to Nigeria alone as many other 

African countries also found it  

 

 

extremely difficult to take part in the maritime business of their country 

.The ports were managed by these foreigners who handled  

exclusively the import and export cargo. Therefore the benefits that 

should accrue to a country in the management of her maritime industry 

went to the foreigners. Even by 1959, the foreign maritime business men 

had not only amassed a wealth of professional experience and expertise 

at the expense of the nationals, they had also built up difficult barriers 

which even made entry into maritime business very difficult. Realizing 

the strategic role of the maritime industry in the economic growth and 

development of a country, Nigeria abhorred this extreme monopoly and 

was poised to break it. 

 

Thus, in 1959, Nigeria established the Nigerian National Shipping Lines 

(NNSL) and at the inception, purchased two second – hand COMBO 

vessels for its operations. By 1967, the vessels in the fleet of NNSL 

increased, and additional fifteen (15) shipping companies had been 

established by indigenous entrepreneurs with the assistance of 

government. This was possible due to certain development in global 
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maritime industry. Apparently displeased by the dominance of developed 

countries in the maritime industry of developing countries, there was a 

need to create a forum in order to break the monopoly. 

 

The creation of United Nations Conference on Trade and Development 

(UNCTAD) in 1965 provided ample opportunity for the fight against total 

domination and an international forum for discussion and policy 

formulation by all shipping companies, ship owners, shippers, shipping 

administrations and port authorities. 

At the UNCTAD meeting in New Delhi, India in 1968, it was decided that 

all affected countries should establish institutions which could defend 

and promote effectively their economic interest in shipping, thus Ivory 

Coast established the National shippers council in 1969, and was 

followed by the Ministerial conference of West and Central African states 

of Maritime (MINCOMAR) in 1975. 

With the introduction of UNCTAD’s Code of conduct for conference 

liners which stipulated the 40:40:20 share of cargos Nigeria also 

established the Nigeria shippers council by Decree No. 13 of 1978 and 

charged the body with the responsibility of organizing the Nigerian 

Shippers and shipping activities in Nigeria. To effect fully the agreement 

of the UNCTAD’s code, the government through Decree No 10 of 1987 

established the National Maritime Authority which was to implement the 
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country’s shipping policy in line with United Nations Conference on 

Trade and Development’s (UNCTAD) conventions.  

 

 

The implication of the foregoing is the rapid growth of the country’s 

shipping business. By 1987 the fleet in the Nigerian National Shipping 

Line (NNSL) business has risen to twenty seven (27) vessels. 

Unfortunately, and for the many reasons there was a gradual decline in 

the vessel acquisition. As at 1997, there were total of one hundred and 

twenty two (122) registered shipping companies in Nigeria, during which 

period the NNSL got liquidated and a new company UNITY LINE was 

established. 

Most shipping companies in Nigeria today cannot boast of their own 

vessels and they have to depend on vessel charter to move their 

allocated cargoes. This has several implications as the dominance 

intended to be corrected remained strong. For instance, of the six 

thousand and eight one (6,081) ships that called to Nigerian Ports 

between 1977/78 and 1979/80 only ten percent (10%) was indigenous 

and this carried only eleven percent (11%) of the total nine percent (9%) 

of the total freight revenues. Of the N 1.66 billion paid by Nigeria per 

year from 1951 to 1971, National Carriers earned only two hundred and 

forty Million Naira (N240m) representing a mere 14.4% of the total 

earnings from maritime services. Ironically, Nigeria was responsible for 
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sixty eight percent (68%) of the total trade of West and central African 

sub region. This trend, however, is not unique to Nigeria in spite of 

UNCTAD’s aim to encourage greater participation in shipping. Up to 

1983, the developed countries controlled eighty percent (80%) of the 

world shipping. The socialist countries which controlled 7.4% of world 

export and 40% of the world trade had only thirteen percent. (13%). 

Even today, the developed market economy countries and the major 

open registry continued to be the dominant group in the world merchant 

fleet. As noted by the Review of Maritime Transport in 1991, these 

countries, with combined tonnage of 467.2 million, accounted for 68.3% 

of the world fleet. 

Countries of central and Eastern Europe and socialist Asia owned 6% 

and 3.2% respectively of the world’s merchant. The developing countries 

increased their fleet to 144.3 million dead weight tonnage (dwt); but their 

share in the total world fleet decreased to 21.1%. Almost 72.5% of this 

fleet was concentrated in only ten developing countries and Nigeria is 

not one of them. 

Thus disparity between developing country cargo generation and fleet 

ownership remains apparent. According to Maritime Educator (1997) 

ship owners in thirty five countries controlled more than 93.9% of the 

world merchant fleet in 1991. Ship-owners of the leading countries of 
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Greece, Japan, United States and Norway controlled 46.41% and the 

ten most important countries controlled 69.14%. 

 

African countries are responsible for only 5.2%, fleet of National carriers 

in West and Central African Sub regions were few, ill-equipped and 

inadequate even to cope with their share of 40%. In Nigeria, of the 2,739 

ships with net registered tonnage of 47.4 million that entered the country 

in 1985 less than 10% were national carriers. By 1990, this did not 

improve as only 3% of the registered tonnage of 13.3 million was freights 

by national carriers. The vessels in the fleet of the national carriers 

gradually reduced and Nigeria has not been able to carry its own share 

of 40% approved by UNCTAD – Today the shipment of cargo into and 

out of Nigeria mostly depends on foreign shipping lines. More so, in spite 

of the “National Shipping Policy”, Nigeria faces a crisis of extinction from 

her maritime industry. Perhaps, the country needs to know what it is 

losing to be able to adequately address this problem. 

Maybe, the passage of the coastal and inland shipping Act, 2003 by the 

National Assembly seems to mark a new beginning in the shipping and 

maritime administration in Nigeria. The rebirth of National Maritime 

Authority (NMA) to Nigerian Maritime administration and Safety Agency 

(NIMASA) should create room for efficiency in the maritime sector while 
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the cabotage regime is expected to increase to a reasonable extent, 

indigenous participation in maritime business. 

 

 

1.1 Problem Statement    

The National Maritime Authority (NMA) which is now known as Nigerian 

Maritime Administration and Safety Agency (NIMASA) was created from 

the promulgation of Decree No. 10 1987 to implement the country’s 

shipping policy in line with the United Nations Conference on Trade and 

Development (UNCTAD) conventions. Particularly, the code of conduct 

for conference liners which stipulates the 40:40:20 share of cargoes. 

This conference was constituted due to the large disparities between the 

foreign and indigenous participation in the shipping business.  

 

The creation of the NMA saw the emergence of the Nigerian National 

Shipping Lines (NNSL) and later the Unity Lines. However these efforts 

were seemingly fruitless as Nigeria was unable to reach the quota of 

shipment as stipulated by the UNCTAD code of conduct.  

 

Even though the NNSL and Unity Lines became moribund, NMA 

intensified efforts to promote shipping business in Nigeria over the 

years. This includes a consortium strategy and the eventual merger 
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between NMA and JOMALIC which gave birth to Nigerian Maritime 

Administration and Safety Agency (NIMASA).  

 

 

The Ship Acquisition and Financing Fund (SAFF) of the Decree No.10 of 

1987 were targeted at closing the gap between foreign and indigenous 

participation in the seaborne trade through the financial empowerment of 

indigenous shippers. However, several factors militated against smooth 

implementation of the project. Therefore, it is believed that the Act, 

through the Cabotage Vessel Financing Fund (CVFF) would take the 

nation to the desired height in international shipping by providing the 

financial backup to indigenous shippers.  

 

Thus this study strives to fill the gap created by these policies and then 

provide empirical evidence towards the extent of socio – economic 

derivatives emanating from sound implementation of the Cabotage Law.  

 

1.2 Objectives of the Study 

The purpose of this study is to determine whether there is a 

correlation between the number of ships registered in the registry 

of Nigerian Maritime & Administration Agency (NIMASA) and the 

Gross Domestic Product (GDP) the Exchange Rate (ER) and the 
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Balance of Payment (BOP)  and the consequential significance in 

the Revenue generation of the federal government. 

  

The specific objectives of this study are: 

I. To reveal the relationship between gross registered tonnage and 

number of ships registered by NIMASA. 

II. To seek a relationship between the tonnage of ships registered by 

NIMASA and the revenue accruing to the government. 

III. To ascertain the extent of maritime industry’s contributions to GDP. 

 

 

1.3 Research Questions 

With the advent of the Cabotage regime in the Nigerian Industry, 

can it safely be postulated that the maritime sector through the 

Gross Registered Tonnage has been major contributor to the 

revenue generation to the government. 

 

1. What is the relationship between GRT and number of 

shipsregistered by NIMASA? 

2. Is there any significant relationship between the tonnage of ships 

registered by NIMASA and their corresponding revenue 

generated? 
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3. What is the proportion of contribution to GDP by the Maritime 

sector? 

 

1.4 Statistical Hypothesis 

The Gross Registered Tonnage in the ship registry of the Nigerian 

Maritime Administration and Safety Agency is critical to the Gross 

Domestic Product vis-à-vis the revenue generation to the 

government and by extension, the Exchange rate and Balance of 

Payment. Tentative answers to the research questions include:   

1. GRT has no positive relationship with the number of ships 

registered by NIMASA. 

2. There is no significant relationship between the tonnage of ships 

registered and revenue generated. 

3. The degree of contribution to the GDP by Maritime industry is not 

significant. 

 

1.5   Significance of the Study 

The rationale for this research is to proffer theoretical as well as 

empirical contributions to the growth and development of Nigerian 

Maritime industry. To this end, the study sets to assess the role and 

activities of Nigerian Maritime and Safety Agency (NIMASA). 

 

This study attracts the attention of decision markers, elected officials and 

the general public, the port industry or users of port services, particularly 
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shippers and ship owners. Above all the study is expected to stimulate 

research interest in other aspects of maritime study. 

 

 

1.6 Scope of the Study 

This study covers the activities of the Nigerian Maritime Administration 

and Safety Agency (NIMASA) and the degree of contributions to the 

growth and development of the maritime industry of Nigeria. It extends 

the contributions of the maritime industry to the economy of Nigeria for a 

period covering 1993 to 2004.  

1.7   Limitations of the Study 

The usual problems associated with survey research methodology may 

constitute some of the limitations of this study. This includes the inability 

to collate all the necessary data for a study of this nature. There were no 

direct sponsorship for the study and thus finance for a comprehensive 

study constituted a major constraint. 

 

 

 

 

 

 



17 
 

CHAPTER TWO 

REVIEW OF RELATED LITERATURE 

2.1 Conceptual Framework 
     
2.1.1 Review of the Impact of NIMASA on the Maritime Industry. 
 
 
Familonu (1996), a nation’s maritime authority is bestowed with the 

responsibility to achieve safe, secure shipping, cleaner oceans and 

enhanced maritime capacity building in consonance with best global 

practices towards the nations economic growth. In the light of the above, 

Coppens (1997) posits that one of the impacts of National Maritime 

Authority on the Nigerian Maritime industry is that of route allocation 

among shipping companies.  

 

This is done so as to avoid unnecessary competition and rivalry apart 

from security and orderliness. When routes are perfectly allocated to 

respective shipping companies, they become aware of particular route   

to ply and the type of cargo to carry.  

 

As early as 1988, National Maritime Authority rationalized the major 

international trading routes among the national carriers. The route 

allocation was based on two criteria: first, on the total tonnage owned 
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and second on traffic offerings. Initially, there were six shipping lines with 

their own tonnage that were granted national carriers status, hence they 

were allocated routes. 

 

The shipping companies were: 

 Nigerian National Shipping Lines (NNSL). 

 Nigerian Green Lines (NGL) 

 Niger Brass (NB) 

 African Ocean Lines (AOL) 

 Brawal Nigeria Limited (BWL) 

 Bulk ship Nigeria Limited (BNL) 

Later on, four non-tonnage indigenous shipping lines were equally 

granted routes. These were the following: 

 Interglobal Shipping Line. 

 Ocean Steam Ship 

 Global Shipping and  

 Hoastrup (WA) line. 

 However, as early as 1992, due to series of protests and petitions 

from the shipping community both local and foreign the authority 

decided to abandon its policy on route allocation. 
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2.1.2     Cargo Control, Sharing and Monitoring among the   

Shipping Lines. 

In the quest to control the total cargo throughput in the   country, the 

National Maritime Authority designed and distributed a set of forms 

popularly known as form C-Series. These forms were recognized locally 

and internationally among shipping lines. They are normally distributed 

to Banks where they are collected, completed and returned to the 

National Maritime Authority by the shippers with specific guidelines. It is 

only shipping lines that collected these forms, which are permitted by 

law to lift cargo. Any shipping line that lifts cargo not covered by the 

necessary form-C, commits an offence punishable under section 26 of 

the National Shipping Policy, Decree No.10 of 1987 which is 15% of cost 

insurance freight (CIF) of the cargo illegally lifted. 

 

Related to cargo sharing is cargo allocation. In order to ensure that the 

lifting of cargo is done as allocated, NMA opened offices in all Nigerian 

seaports of Port -Harcourt, Apapa, Onne, Tin-Can Island Port (TCIP). 

The Authority’s staff are permanently stationed in these offices where 

they monitor the activities of these lines that were allocated cargo. 

These offices open from 8.00am to 6.00pm between Mondays and 

Fridays and from 9.00am to 3.00 pm on Saturdays and Sundays. 

 18 
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2.1.3     Establishment of Ship Acquisition and Ship Building 

      Fund 

 Another impact of the National Maritime Authority on the maritime 

industry is the establishment of ship Acquisition and Ship Building Fund 

in order to provide soft loans to indigenous lines. 

Section 13 of the National Shipping Policy (Decree No 10 of (1987) 

establishing NMA, mandates the Authority to set up a ship acquisition 

and ship building fund, and grant soft loans under the fund to the 

indigenous shipping lines, to enable them expand the tonnages as to lift 

their own share of cargo allocated to them by the Authority.  

 

It is apparent that the conventional financial institutions were not ready 

as at then to finance ship acquisition, probably for two reasons. First, 

because of the amount involved and second, due to lack of maritime 

education as the colonial government refused to educate Nigerians on 

the areas of maritime and shipping. 

 

Further more, the Authority in 1992, carried out a feasibility study to 

examine the viability of establishing maritime Bank to take over the 

activities of the fund. It is imperative to note that many Nigerians 

benefited from the fund though many failed to repay the loans. In 1995, 

the federal government decided to stop the granting of soft  
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loans to indigenous shipping companies. Prior to the suspension of the 

fund by the federal government, the following companies benefited from 

the loans: 

 

 Cibra Marine Ltd. 

 Tarabaroz Fisheries Ltd. 

 Skolar Shipping Ltd. 

 Feget Nigeria 

 Genesis Worldwide Shipping Ltd 

 East West Coast Marine Ltd. 

 A/C Engineering and Marine Services Ltd. 

 Bulk Ship Nigeria Ltd. 

 

2.1.4   Promoting the Training of Sea Farers 

One of the objectives of the national shipping policy is the promotion of 

the training of Nigerians in the marine transport technology and 

seafarers as well as the acquisition of maritime technical know-how. To 

realize the objective, in 1993 the Authority convened a meeting of the 

Nigerian Shipping   Lines, Maritime Academy of Nigeria Oron, Federal 

Ministry of Transport and Aviation, and NMA worked out the modalities 
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for sponsoring the graduates of maritime Academy of Nigeria, Oron for 

phase II sea training as sea farers in Egypt, Poland and Singapore.  

 

 

As at 1994 NMA sponsored 15 students while each of the shipping lines 

were to sponsor at least one student for the training. The authority 

equally got involved in the training of her staff at the Nigerian Institute of 

Maritime Transport Technology (NITT) Zaira, University of Cardiff, World 

Maritime University, Maritime University of South Korea and other local 

training institutions that are maritime related.   

 

2.1.5   Maritime Data Collection and Analysis 

Section 5 of the National Shipping Policy Decree, authorized the NMA to 

investigate, determine and keep current records of relative cost of 

construction of comparable vessels in Nigeria and in foreign countries 

and the relative cost of managing the commercial aspect of the shipping 

industry such as scheduling, chartering out of the vessels cargo space, 

cargo printing and cargo soliciting, maritime insurance, maintenance 

wages and subsistence  of officers and crew, and all other items of 

expense in the operations of comparable vessels under laws, rules and 

regulations of Nigeria and under those foreign countries, confirming 

whose vessel are substantially competitors of any such Nigerian 

vessels”. To achieve this NMA set up a planning research and statistics 
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department in the Authority to handle Data collection and analysis. NMA 

equally equips a functional library stocked with up-date international 

maritime related journals and textbooks, seminar papers etc. 

 

2.1.6     Local and International Conferences and Seminars 

Since 1988 the Authority has been participating in a number of 

local and international seminars, meetings and conferences so as 

to sensitize the shipping companies. For instance, in February 

1992, the Authority attended a workshop on maritime freight in 

West and central Africa, also in the same year, NMA attended the 

National Seminar on transportation. In 1993, the Authority held a 

meeting with Far East, West African conference (FEWAC) in 

Japan, on freight rate charge and another one with international 

maritime organization (IMO) on compensation of oil pollution 

damage and in Oslo on Safety at Sea etc. 

 

2.1.7   Maritime Pollution and Control  

One vital function of NMA was to effectively perform her statutory 

search for and rescue of ships in distress within Nigeria waters. 

NMA ordered for two new vessels to monitor maritime pollution. 

Built in the Netherlands by Daniel Ship yard. The two vessels were 

eventually delivered for that purpose. NMA’s involvement in 

maritime pollution and control was expected to reinforce the 

recognition enjoyed locally and internationally. This was to enable 

NMA implement all the provisions of Memorandum of 

Understanding (MOU) in ports State control for the West central 

African Sub-region. Prior to this development, the issues of 
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maritime pollution and control were exclusively that of the Federal 

Government Environment Protection Agency and the Federal 

Ministry of Environment. With the purchase of vessels, the impact 

of NMA in the area of Maritime pollution and control was effectively 

felt. 

 
 

 

2.2 Theoretical Framework 

2.2.1  Demand Theory 

The demand for sea transport is unarguably a derived demand (Ibe, 

2010). Therefore, the coastal and Inland Shipping Act otherwise known 

as the Cabotage law seeks to strengthen indigenous participation in 

coastal and inland trade. The need arises for proper implementation of 

the Act to facilitate trade and development in Nigeria.  

The shipping business uses the market mechanism to regulate supply 

and demand. Demand for freight transport is determined by demand for 

physical commodities in a given location. Because of the uneven 

distribution of natural resources and specialization of production, some 

areas experience an oversupply of certain commodities, whereas other 

areas suffer from a deficit (Lun et al, 2010). This geographical imbalance 

gives rise to the fluctuation in demand for freight transport (Coyle et al, 

2000). The determinants of demand for sea transport and shipping 

demand include variables, other than freight rates, that affect the amount 

of sea transport buyers are willing to buy at some point in time. Stopford 

(2004) posits that the five key determinants of shipping demand are 

political factors, the world economy, seaborne commodity trade, average 

haul, and transport costs. 

This is supported by the neo- classical demand analysis which includes 

the assumptions of utility analysis, the law of diminishing marginal utility 



25 
 

and the proportionality rule. The utility analysis is based on a set of 

following assumptions (Jhingan, 2003): 

 The utility analysis is based on the cardinal concept which 

assumes that utility is measurable and additive like weghts and 

lengths of goods. 

 Utility is measurable in terms of money. 

 The marginal utility of money is assumed to be constant. 

 The consumer is rational who measures, calculates, chooses and 

aims at the maximization of utility. 

 He has full knowledge of the availability of commodities and their 

technical qualities. 

 He possesses perfect knowledge of the choices of commodities 

open to him and his choices are certain. 

 He knows the exact prices of various commodities and their 

utilities are not influenced by variations in their prices; and 

 There are no substitutes. 

Every commodity or in this case shipment possesses utility for the 

consumer. In other words, marginal utility of a commodity is the loss in 

utility if one unit less is consumed. Therefore, so long as total utility is 

increasing, marginal utility is decreasing. When total utility is maximum 

then marginal utility is zero and this is the point of satiety or satisfaction 

for the consumer. However, when total utility is decreasing, marginal 

utility is negative. This point marks disutility or dissatisfaction of the 

consumer and hence there is no point having the commodity (Jhingan, 

2003). The relationship between marginal and total utility is very 

important as Nnadi and Falodun (2003) asserts that a commodity may 

have a very low marginal utility but a high total utility which invariably 

affects its price; since in reality the factors which determine the price of a 



26 
 

commodity are its marginal utility and supply. This theory supports the 

four cardinal points of the cabotage regime which includes Ndikom 

(2005):  

 Vessels must be built in Nigeria 

 Vessels must be manned by Nigerians 

 Vessels must operate within Nigerian waters; and 

 Vessels must be owned by Nigerians. 

The full implementation of this is expected to contribute greatly to the 

socio economic development of Nigeria.  

 

2.2.2 Supply Theory 

Lun et al. (2010) posits that supply of sea transport is measured in terms 

of tonnage, which refers to the available capacity for carrying cargo from 

one or more ports to some or more ports by sea. Ships that are trading 

in the freight market constitute the active shipping supply while ships 

even though seaworthy but not trading in the freight market  otherwise 

known as laid up ships, constitute available shipping supply. This implies 

that active shipping supply and available shipping supply make up the 

total shipping supply. 

Leach (2005) asserts that the unit for estimating the quantity of shipping 

services produced or available is the capacity- ton- mile per unit of time. 

Thus, to estimate the supply of shipping services, both the cargo 

carrying capacity and the voyage distance must be considered. Above 

all, the shipping market regulates shipping supply and demand. It is 

worthy to note that ship owners or charterers, shippers, bankers and 

various regulatory authorities are key factors that determine the supply 

of ships. While ship owners decide whether to order new ships, buy 

second hand ships or scrap old ships; shippers influence ship owners by 

ordering shipping space to transport their cargo. While bankers influence 
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capital investment as lenders to finance ship purchases, regulators 

affect fleet capacity through safety or environmental legislation. Hence in 

the long run, deliveries of new ships and scraping of old ships determine 

the rate of fleet growth. 

 

2.3 Empirical  Review  

2.3.1 Review of the Role of Maritime Industry in National 

Development 

A worldwide maritime business adage says “he who owns the seas 

owns the business of the world”. This is because of the actual and 

previewed benefits that may accrue to a nation from her maritime 

industry. Such benefits includes acceleration of economic growth, 

improved technical know – how, employment opportunities, 

improved revenue, improvement in the balance of payment as well 

as other background linkages. Not only that the port serve as the 

nation’s economic gateway, they  are equally subsets of the 

maritime industry. Their interactions with the hinterland culminate 

into ripple effects through the entire economy, and thus make 

significant contributions to the Gross Domestic Product (GDP) of 

the Nation (Maritime policy & Management, 1995). 

 

2.3.1.1   Acceleration of Economic Growth 

When a nation participates in export and import shipment of its 

country, it provides ample opportunities for accelerating the rate of 

growth of the economy (Badejo, 2007). This is particularly so when 

the indigenous shipping and foreign shipping companies engage in 

services which foreign shipping companies hitherto provide. The 

income that would have gone to the foreign companies in terms of 

freight comes to the indigenous companies. The resultant surplus 
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is available to reinvest in both shipping industry and other sectors 

of the country’s economy. The active participation therefore 

stimulates and accelerates economic growth and development of 

the nation. 

 

2.3.1.2 Improved Technological know how 

The participation in the maritime industry of a nation allows the 

indigenous to acquire skills. A very important aspect of this skill 

relates to the technical aspect of ship building, ship repairs and ship 

maintenance. Participation therefore, helps to promote the acquisition 

of shipping technology skills. The building of drydock facilities enables 

the development skills to gain practical experience through the 

repairs of both foreign and national vessels calling on the Nigeria 

ports. The need for the development of the technological know - how 

is manifested in the creation of the maritime Academy of Nigeria in 

Oron, where specialized skills in shipping are introduced. The special 

areas of training identified by the government include: 

 

 Ship Building (Architecture) 

 Ship Building and Operations (Engineering) 

 Nautical (Navigational) 

 Ship Management (Operations) 

 Shipping Economics (Analysis) 
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Other specialized but non-technical areas include port operations, 

marine insurance, marine laws etc. the specialization has informed the 

institution about the current and future plans to expand the scope of 

training in the Academy. It is worthy to note that the Academy is growing 

rapidly as it offers post graduate courses. 

 

2.3.1.3 Employment opportunities 

The shipping industry is a great employer of labour. Its multiplier effect in 

the transport industry is unparalleled. A developed maritime industry 

implies a boost to the international trade, development in port limited 

flows (road and rail), improvement in freight terminals and truck transport 

and all the associated ancillary services. 

The spread effect is also observable in agricultural production and the 

resultant increase in farm labour and intermediate traders. The 

exportation of goods implies increased production. Above all, fresh 

employment will be generated, existing employment becomes more 

stable and the standard of living improves 

 

2.3.1.4 Improved Revenue Generation 

Closely related to the above is the improvement in the Balance of 

payment (BOP). This can be in two ways. The first is through invisible 

foreign exchange earnings which will involve both potential and National 

carriers. The second is that the development of the shipping industry will 

help to conserve foreign exchange which will otherwise have accrued to 

foreign carriers as at that time. 
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2.3.1.5 Other Background Linkages 

A developed maritime industry has positive effect on the country in 

which it exists. For example the shipping industry can help the 

development of various industries such as banking, insurance, 

woodwork, iron and steel among others which may be specially located 

within the country. Where they exist therefore becomes a growth pole 

with both forward and backward effects, thereby helping to reduce 

spatial inequality in economic development. 

 

 

Besides, it is always an international pride for a country to be involved in 

the carriage of its own cargo and fly its own flag. Politically it could help 

in economic integration especially in the West African sub region as in 

the case of ECOWAS, in addition to improving the country’s level of 

security. 

Unfortunately, most of these benefits and others are not being fully 

realized by Nigeria. In spite of various promotional and regulatory 

policies of government, lot still need to be achieved in the maritime 

industry to enable the country benefit from its maritime resource 

endowments.  

 

2.3.2  Review of the Highlights of Major Functions of Nigerian 

Maritime and Safety  Agency (Nimasa) 

Usoro (2007), the Nigerian Maritime Administration and Safety Agency 

(NIMASA) came into being as the apex maritime regulatory agency in 

Nigeria following first, the merger between NMA and Government 

inspectorate of shipping (GIS) and second, the merger between NMA 

and JOMALIC – joint  Maritime Labour  Industrial Council. 
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NIMASA is responsible for regulating the activities within the Nigerian 

Maritime Zones so as to ensure the Nigerian Flagged ships comply with 

the highest standards in accordance with the requirement of 

international maritime conventions as ratified by Nigeria and enforced by 

NIMASA. In addition to the regulatory role of NIMASA it is also 

responsible for marketing Nigeria in shipping matters which include the 

promotion of growth in registered tonnage and encourage the 

establishment of ship owning and ship management companies in 

Nigeria. The Agency’s function also includes the following: 

  

 

2.3.2.1 Regulatory Functions 

NIMASA’s main focus is to regulate the maritime sector of the nation’s 

economy in line with global best practices. The regulatory functions 

include the following: 

 

 Flag State Administration 

 Port State Control / Administration 

 Marine Environment Management  

 Implementation of ISPS Code 

 Certification of seafarers and registration of dockworkers. 

 Implementation of relevant IMO, ILO and IHO conventions  

(SOLAS ’74, MARPOL ‘ 73/78; ISM Code, etc.)and  

 Registration of Shipping Companies. 
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2.3.2.2  Operational Functions 

The operational functions of NIMASA are highlighted below: 

 Marine Environmental Management & Emergency services (SAR) 

operations. 

 Marine Pollution control 

 Hydrographic Services charting of Nigerian Coastline and Chart 

Management services. 

 Operation of Global Maritime Distress and Safety system 

(GMDSS) 

 Maritime Security (COMARASS) and (Integrated Costal Maritime 

Surveillance system) 

 Administration of cabotage and ship registry. 

 

 

2.3.2.3 Promotional Functions 

The promotional functions undertaken by NIMASA in its bid to boost 

efficiency in the maritime sector include: 

 Increasing participation of indigenous operators in international 

shipping. 

 Promote a favorable terms of trade. 

 Promote administration of coastal and inland shipping (cabotage) 

trade. 

 Human resources development in the maritime sector. 

 Generation of investment climate in Nigerian Companies in the 

transportation of petroleum liquids and other public sector cargoes. 

 Promote the operation of an attractive and efficient ship registry. 

 Promote increased private sector participation in stevedoring, 

terminal and jetty operations, manning and crewing. 
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2.3.2.4 SHIP REGISTRY FUNCTIONS 

Besides its traditional functions of maintaining the ship registry and 

protecting the integrity of the records stored therein, NIMASA ship  

registry Department has responsibility for the following: 
 

 Ensure that applicable national and international rules are adhered 

and respected (in conjunction with maritime Safety Department). 

 Advice indigenous maritime operators on issues relating to choice 

of Flag. Port State control standards, performance of surveys and 

class capabilities. 

 Avail and periodically update indigenous maritime operators  with 

extent requirements of national and international  

 Regulatory bodies such as international maritime organization 

(IMO), Flag States, Classification societies etc. 

 Maintain a balance between its functions as a regulator and a 

service provider on issues pertaining to choice of flag state. 

 Partner with relevant bodies and organizations to maintain high 

standards in shipping. 

 Provide training support for the indigenous shipping industry 

through assistance for the training of seamen, cadet sponsorship 

and facilitation of sea time exposure. 

 Ensure 24 hour access of the registry with functional internet 

website to compete effectively in the modern global ship 

registration. 

 

2.3.2.5 Maritime Safety Security and Seafarers Standard 

The department is charged with the responsibility of ensuring maritime 

safety and seafarers standards under the National Shipping Policy, 

some of these include: 
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 Flag state implementation and Port State control. 

 Implementation and enforcement of safety standards whether 

under domestic laws or international conventions e.g. SOLAS, 

COLREG, Load line, Tonnage Measurement etc. 

 Ensuring adequate training and certification of seafarers in line 

with the standard for training, certification and watch keeping of 

seafarers (STCW’95) requirement. 

 Maritime search and rescue under domestic laws under the SAR 

convention 1979. 

 Enforce security regulators under maritime. 

 Safety Administration (MAS) and ISPS code 2002. 

 

 Enforcement of all maritime safety conventions adopted by Nigeria 

Others include the: 

 Providing directions on the quantification, certification, employment 

and welfare Notice 2003, all maritime safety functions contained in 

the Merchant Shipping Act Cap 224 LFN 1990 are now to be 

performed by NIMASA. 

 

2.3.2.6  Pollution Prevention and Control 

This unit in line with NIMASA compliance with the IMO objective of 

cleaner oceans from time to time carried out aerial surveillance of the 

nation’s offshore waters to detect illegal dumping of waste by ships. 

This entails: 
 

 Provision of the necessary oil reception facilities/infrastructure to 

prevent pollution from ships. 

 Control Ships pollution with a view to minimizing damage to 

maritime environment. 
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 Enforce marine anti pollution and the international convention for 

the prevention of pollution from ships MARPOL 73/78. 

 Enforce the civil liability laws/conventions ’92 on pollution from 

ships. 

 Ensure the payment of compensation under the domestic 

compensation laws and (IOPC Convention ‘92) in case of pollution 

from ships. 

 NIMASA is also to enforce the intervention on the high seas   in 

case of oil pollution causalities 1969 which came into force in 

1975. 

 Implement the international convention on oil pollution 

preparedness, response and cooperation (OPRC) 1990 which 

came into force in 1995. 

 

2.3.2.7 Maritime Labour Services 

In provision of labour standards, employment and wealth creation, the 

Agency performs the following basic duties: 

 Registration and identification of seafarers’ and seafarers’ employers. 

 Seafarers’ welfare & conditions of services. 

 Ensure adherence of maritime labour operations to international 

maritime labour conventions and other natural laws. 

 Relate effectively with the international labour organizations (ILO) and 

other international and non-governmental organizations in the 

maritime labour sector. 

 Ensure adherence to all laws and regulations for the potential of the 

employment, welfare, health, security of dockworkers and seafarers. 
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2.3.2.8 Cabotage Enforcement 

The costal and inland shipping (cabotage) Act, 2003 was enacted by the 

government purposely to encourage indigenous participation in domestic 

shipping trade. The cabotage unit of NIMASA is saddled with the 

responsibility of implementing and enforcing the law. The activities of 

this unit include: 

 Ensure indigenous control of domestic shipping. 

 Administration of Cabotage vessel financing fund (CVFF). 

 Restriction of use of foreign vessels in cabotage trade. 

 

 

2.3.2.9  Shipping Development 

The shipping development department of NIMASA is primarily 

responsible for the growth of indigenous shipping and facilitates effective 

participation of indigenous operations in domestic and international 

shipping trade. The department’s range of activities includes: 

 Conceptualization, design and implementation of development 

initiative, strategies and programmes. 

 Study and identify critical factors affecting the development and 

growth of the indigenous industry and advice on appropriate 

programmed of action and /or policy option. 

 Undertake periodically, comparative study on contemporary 

industry development in selected countries/experiences. 

 Establish linkages and liaison with relevant bodies of indigenous 

operators & stakeholders for the purpose of information on the 

needs desires and expectations of indigenous operators. 
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 Maintain currency on global industry trends and provide advisory 

services to indigenous operators on comptemporary issues that 

affect their competitive efficiency. 

 Identify and advise on the activities of other government agencies 

with direct and indirect implications on the performance of local 

industry. 

 Liaise, cooperate and collaborate with relevant government 

agencies /establishment for the development of the indigenous 

industry. 

 Articulate and develop appropriate evaluation mechanism for 

appraising the performance of indigenous operators’ 

 

 Determine from time to time, human capital development needs for 

the industry and advise on appropriate intervention and Maintain 

appropriate data bank on key performance indices 

 
 

2.3.3 Nimasa  Legal Regulatory  Framework 

Ugwu (2005) posits that shipping is governed by international rules and 

regulations that need to be domesticated into national laws to give them 

effect. The present management recognized the poor status of 

domestication of IMO conventions by Nigeria and resolved to correct this 

anomaly from the onset. This set the pace for the setting up of a 

LEGISLATIVE ADVOCACY TEAM to coordinate and ensure that all 

steps are taken within and outside the agency and the National 

Assembly to facilitate the enactment of the enabling law to establish the 

Agency and to domesticate all relevant IMO conventions, especially 

those necessary to enhance maritime safety, prevent and control marine 

pollution and recommend all further IMO council. 
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 Domestication of the following conventions has been concluded  

by the National Assembly and are awaiting Presidential Assent: 

 International conventions on the establishment of an international 

fund for oil pollution damage (IOPC) ’92 and international 

convention for the prevention of pollution from ships as modified by 

the protocol of 1978 (MARPOL 73/78). 

However, the following regulations for the implementation of the 

cabotage Act have been given the tone of law by the National Assembly. 

 

 The cabotage ships Detention regulation, 2006. 

 Cabotage Bareboat charter registration, 2006. 

 

The cabotage vessel financing fund (CVFF): CVFF guidelines are to 

enable the administration of the cabotage vessel financing fund for the 

promotion of the cabotage vessels tonnage. The fund is to compliment 

other financing windows of NIMASA for the growth of cabotage tonnage 

and for the benefit of Nigerian indigenous shipping operators. 

 
 

2.3.3.1 Information Technology 

Comparatively, unlike what obtained in the past, today, all innovations 

and activities in the agency are IT driven in line with best global 

practices. There is through the availability of: 

 24 hours internet register. 

 Electronic ships register. 

 The agency is orientating staff towards the operation of a 

paperless office as efforts are in place to provide internet access to all 

the offices.  
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2.3.3.2 Investment Opportunities in the Nigerian Maritime 

Sector. 

Sekibo (2005) asserts that the on going reform in the maritime sector 

coupled with government adoption of certain measures have created an 

enabling environment and business opportunities for willing indigenous 

and foreign investors, some  of these opportunities are grouped below: 

 

 Infrastructure/Facilities Provision 
[ 

Provision of port infrastructure, superstructures and terminal facilities for 

container operation. Marine information technology infrastructure and 

services. Development of inland container depots (ICDS) and dry port 

facilities. Warehousing services (bonded warehouse, take forms etc.). 

Provision of Free Trade Zone (FTZ) for export investment. 

 

 Service Delivery 

Trade support services, Modern stevedoring services and marine 

services which includes: Towage, Pilotage, Hydrographic, ship/cargo 

surveying, navigational aids, national services, Admiralty services, 

Dredging services, Haulage, Trucking services inland water haulage and 

Rail infrastructure. 

 

Packaging 

 Ship management, Brokerage/Agency services. 

Acquisition and operation of vessels, liner service, Tramp services, 

tanker shipping, Transshipment services, Trawlers, Passenger/Cruise 

Services, ship building and repairs services. 
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Others include: 

 Freight forwarding services. 

 Chandelling Services 

 Ship Financing Services and  

 Marine insurance services. 

 

Capacity Building  

Training facility for shore and shipboard personal, Maritime training 

institutions. 

 

 Maritime Leisure Time 

Emerging emphasis on tourism open up new vista for business. 

The TINAPA project present special opportunities for: 

- Boat Cruises. 

- Yachting 

- Passengers Boat Ferry services. 

- Sheltered waters of Nigeria creek offers opportunities for water 

sports. 

 

 Maritime Business Financing 

Having identified that finance is a major obstacle to shipping operations 

in Nigeria, the government set up the cobatage vessel financing fund 

(CVFF) and Ship Acquisition and Shipbuilding Fund (SASBF). NIMASA 

in addition has also identified other windows of founding to assist 

indigenous companies in shipping development such initiatives includes:   

NIMASA SMEDAN loan finance scheme, public/private sector financing 

scheme (e.g. AFFCOM / FMOT MOU on ship financing) by banks are 

major business opportunities. 
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2.3.4 Importance Of Shipping In  World Trade 

Shipping is an international business which involves stakeholders from 

different parts of the globe. No doubt, over 90% of the world trade is 

carried by the international shipping industry without shipping, the import 

and export of goods on the scale necessary for the modern world would 

not be possible. Seaborne trade continues  

to expand, bringing benefits for consumers across the world through law 

and decreasing freight costs. Thanks to the growing efficiency of 

shipping as an aspect of transportation and increased economic 

liberalization, the prospect for the industry’s further growth continues to 

be strong. 

 

There are about 50,000 merchant ships trading internationally, 

transporting several kinds of cargo. The world fleet is registered in over 

150 nations, and manned by over a million seafarers of virtually every 

nationality. 

 

2.3.3.5 Types Of Ship Engaged in Maritime Business 

The following categories of ships are used for maritime business. 

 

- Container Ship 

They are used to carry most of the world’s manufactured goods and 

products, usually through scheduled liner services. 

                                                                               

- Bulk Carriers   

They may be regarded as the work horses of the fleet; they are mainly 

used to transport raw materials such as Iron Ore and coal. Identifiable by 

the hatches rose above deck level which cover the large cargo holds. 
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Tankers 

These transport crude oil, chemicals and petroleum products – Tankers 

can appear similar to bulk carriers, but the deck is flushed and covered 

by oil pipelines and vents. 

 

- Ferries And Cruise Ships 

Ferries usually perform short journeys for  a mix of passengers, cars 

and commercial vehicles most of those ships are Ro-Ro (roll on- Roll 

off) ferries where vehicle can drive straight on and off, making it a 

speedy and easily accessible way to travel. Demand for cruise ships 

expanded rapidly during the1980s leading to a new generation of 

large and luxurious `floating hotels`. 
 

 

 

 

- Specialized Ships 

Such as anchor handling and supply vessels for the offshore oil industry, 

salvage tugs, ice breakers and research vessels. 

 

2.3.3.6 Maritime Transport and Development 

Badejo (2007) reveals that for Nigerians to appreciate the emerging 

responsibilities of NIMASA and also appreciate the Agency, there is a 

need for us to examine the potentialities and associated benefits of 

maritime Transport Sub-sector in the economic development and 

transformation of the country more so, to imagine the concomitant 

negative consequences when serious and meaningful reposition of 

responsive and functional approaches and associated benefits identified 

with the maritime sector. 
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A critical examination of the economic geography and trade pattern is 

onward looking and dependent. This implies that the country relies on 

the export of goods in exchange of import. This pattern has assisted 

over the years to promote international trade through the maritime sub-

sector. It has therefore in addition to other benefits improved water 

transportation system and infrastructure development especially ports 

and terminal facilities. 

 

The resultant effect of the trade pattern and economic geography 

tendency of the country is manifested in key development issues which 

justifies the need to reposition, strengthen and improve funding of 

NIMASA (Badejo, 2007). 

The maritime sector of the country has created numerous opportunities. 

They include the following: 
 

 Jobs and employment opportunities 
 

 Huge revenue generation and financial outlay for the government 

through various forms of licenses, taxes, rates, tariff, demurrage, 

fines, renewal and rents. 

 

 Promotion of huge trade and commerce opportunities. 
 

 The benefit of economy of scale derived from water transportation. 
 

 Institutional development. 

 

In summary, the Cabotage was established to put Nigeria on the 

wheels of development via the Maritime Sector of the economy. 

Like what is obtainable in the developed economies of the world, 

Nigeria is still performing below expectations. This could be due to 
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rising corruptions in high places. Amidst the infrastructural 

provisions by the government, enabling environment and human 

capital development should be enhanced for the full realization of 

the benefits of the Cabotage Law. 

 

2.4 Summary of Reviewed Literature 

This study so far has reviewed several literatures on topical issues 

relating to coastal and inland shipping, operations and legislation. 

Emphasis was laid on Nigerian Maritime Administration and Safety 

Agency (NIMASA) as the maritime regulatory body empowered by law to 

implement the Cabotage law. The concept of cabotage was defined and 

NIMASA’s framework thoroughly explained. Moreso, some economic 

theories were reviewed as related to the subject matter while empirical 

roles and functions of NIMASA were given due evaluation. Thus several 

knowledge gaps were seen in the areas of quantitative estimates of the 

NIMASA’s contribution to the development of the Maritime industry in 

Nigeria as well as the measure of the extent to which the cabotage is 

implemented. This study tends to bridge this gap. 
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CHAPTER THREE 

          RESEARCH METHODOLOGY 
 

3.1     Sources of Data 
 

Data required for this study were collected from secondary sources. 

These include various publications of NIMASA, NPA publications, 

particularly NPA annual report and handbook, Central Bank of Nigeria 

Publications; other secondary sources include the internet, academic 

journals and magazines. 

 

3.2 Analytical Techniques 

Several techniques are adopted firstly to measure the relationship 

between the number of vessels (that entered within Nigerian maritime 

jurisdiction) and their gross registered tonnage (their revenue earning 

capacity) from the period 2004 and 2005. 

Secondly, to measure the relationship between the gross Domestic 

Products (GDP) and other economic variables such as cargo 

throughput, Balance of payment and exchange rate, for the period 1993 

to 2004. This would capture the extent of maritime industry’s contribution 

to the economic growth and development of Nigeria. 

 

3.2.1    Regression Analysis 

Regression analysis is a statistical tool which helps to predict one 

variable from the other variable(s) on the basis of assumed nature of 

relationship between them. The variables being predicted is usually 

referred to as the Dependent variable, because its values depends on 

the value of other variables. Hence, the dependent variable is a function 

of the independent variable. This is represented mathematically as:  
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Y= bo + b1X1 + b2X2 ……bnXn + µ 

Where Y is the dependent variable 

X is the independent variable(s) 

For the purpose of the first set of analysis Y represents Gross 

Registered Tonnage. 

X represents Number of vessels 

b0 is a constant represented mathematically as: 

 

b0 = Σx2  Σy2 – (Σx) (Σy) 

  n ΣX2 – (ΣY)2 

bn is a parameter represented mathematically as : 

  

bn = nΣXY  – ΣXΣY 

  n ΣX2 – (ΣX)2 

 

3.2.2    Test Of Significance  

The coefficient of determination assumes value lying between zero and 

one that is 0≤1. After the determination of the regression model, there is 

a need to test the goodness of that line to the sample observation of Y 

and X. this reveals the explanation of the variations of Y by the changes 

in the explanatory variable(s) maybe computed from the following 

formula: 

 

R2 =       (ΣXY)2 

           (ΣX2) – (ΣY2) 

 

R2 = 1 -   Σµ2 

        ΣY2 
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3.2.3  Correlation Analysis 

Correlation analysis determines the degree of existing relationship 

between two or more variable. Two variables may have a positive 

correlation, a negative correlation, or they may be uncorrelated. This 

implies that correlation coefficient is a measure of the degree of co-

variability of the variable X and Y. the values that the correlation 

coefficient, may assume, range from – 1 to + 1. When r = 1, it implies 

that there is perfect positive correlation between X and Y; when r is 

negative, X and Y move in opposite directions. If r=-1, there exists a 

perfect negative correlation between X and Y. when r is zero, then the 

two variables are uncorrelated. The mathematical representation of the 

above statements is as follows: 

 

rxy =    ΣXi  yi   

  √ ΣXi
2 √ Yi

2           = 1, perfect, positive correlation 

 

rxy =    ΣXi  yi   

  √ΣXi
2  √ΣYi

2 = 1,  perfect, negative correlation 

 

rxy =    ΣXi  yi   

  √ ΣXi
2  √ΣYi

2 = 0,  no correlation 
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CHAPTER FOUR 
 

DATA PRESENTATION AND ANALYSIS 

 

4.1    Introduction 

In this chapter, data collection are presented and analyzed. The 

regression analysis model is employed to reveal comprehensive impact 

induced and to identify significance economic indicators and their degree 

of relationship with each other. 

 

4.2 Regression Analysis of the Relationship between Number of 
Vessel and Their Gross Registered Tonnage for Conventional 
Ports 

 
     Conventional ports in this context refer to all ports having berthing 

and cargo handling facilities as well as carry out routine functions of a 

port but exclude crude oil terminals. They include the ports of Apapa, 

container terminal, Tin-Can Island, RoRo, Warri, Port Harcourt, Onne 

and Calabar. 
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TABLE 4.1: Ship Call Statistics and Gross Registered Tonnage. 

Port 
/Terminal 

No of Vessels 
2004        2005 

% 
Change 

Gross Registered 
Tonnage (Million) 
2004                 2005 

% 
change 

Apapa 891 955 7.18 13 13 0 
Container 
Terminal 

485 396 18.35 8 6 25 

Tin-Can 
Island 

504 495 1.79 5 5 0 

Ro-Ro 192 176 8.33 3 3 0 
Warri 298 361 -21.14 2 3 -50 
Port-
Harcourt 

409 398 2.69 6 6 0 

Onne 614 635 -3.42 23 22 4.35 
Calabar 213 276 -29.58 1 2 -1. 
Total 3,606 

 
3,692 -2.38 61 60 -1.64 

Source: Computed from Abstract of Port Statistics. 

 

Table 4.1.  shows a one year growth rate of number of vessels and 

gross registered tonnage of the conventional ports between 2004 and 

2005. The table further reveals the decline in the total number of ship 

calls and registered tonnage at the rate of 2.3% and 1.64% respectively. 

Container terminal recorded the highest number of ship call with 

increasing rate of 18.35% while calabar ports recorded the least growth 

with a decline of about 30% in 2004 and 100% in 2005. 

The regression results show that the gross registered tonnage vessels 

as related with number of vessels that called at the conventional ports in 

2004, mathematically as: 

Y = - 0.378+0.0919X +µ 

Where Y represents GRT and X represents Number of vessels, N. 

Then, GRT = 0.378+0.092N + µ 



50 
 

 

The R2 computation gives a value of 0.514 which implies that the 

number of vessels that called at the conventional ports is 51.4% 

significance to the gross registered tonnage. The positive relationship 

between GRT and the number of vessels implies that as the number of 

ship call increases, gross registered tonnage increased as well as the 

revenue generated to the ship registry of NIMASA and thus to the 

government of Nigeria. 

 

In the year 2005, the relationship between GRT and number of vessel is 

depicted in the regression model below: 

GRT = - 1.634+0.0198N+µ 

 

The R2 computation gives a value of 0.4982 which implies that the 

degree of explanation of the number of vessels in the gross registered 

tonnage is 49.82%. This is significant at 0.05% level which means that 

when the point are plotted on a line graph, almost 50% of the points will 

enter the into the line. The relationship further reveals that GRT 

increases as number of vessels increases and vice versa. 

The standard errors test for the model reveal the relationship between 

GRT and number of vessels for 2004 and 2005, as indicated in the 

models, 
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GRT = - 0.378 + 0.192N; and GRT = -1.634 + 0.0198N, Standard 

error (SE) is greater than one half of the parameter estimate b0, i.e. SE > 

½ b0 

 

In this case, it implies that there is a negative relationship between the 

gross registered tonnage and the number of ships that called at the 

ports. Hence we accept the hypothesis that the variables have negative 

relationship. 

 

4.3 Analysis Of Correlation Analysis of Variable for 2004/2005 

In 2004 for the conventional ports, number of vessel had a positive 

correlation of 0.717 at 0.01 level of significance with their gross 

registered tonnage and 0.886 at 0.005 level of significance Gross 

Registered Tonnage on the other hand, is correlated with number of 

vessels with a value of 0.993 at 0.005 level of significance. For crude oil; 

terminals, GRT had a positive correlation with number of vessels with a 

value of 0.05 levels and 0.01 level of significance. 

In 2005, for the conventional ports, number of vessels had a positive 

correlation of 0.886 at 0.05 levels and no correlation at 0.01 level of 

significance. Gross Registered tonnage on the other hand, correlates 
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with number of vessels with 0.993 at 0.05 level of significance and no 

correlation at 0.01 level of significance. For  

 

crude oil terminal number of vessels had a positive correlation of 0.975 

and 0.940 at 0.05 level of significance with gross registered tonnage 

while the latter is correlated with the former with the following values: 

0.955, 0.962 and 0.977 at 0.05 level of significance. 

 

TABLE 4.2 Gross Domestic Product as a Function of Cargo 

Throughput, Balances of Payment and Exchange Rate. 

Year INWARD 
CARGO 

OUTWARD 
CARGO 

GDP E.R BOP 

1993 12897955 5739047 693623.4 22.0511 13615.9 
1994 9579969 4281879 907875.4 21.8861 -7194.9 
1995 9289971 3983082 1951884.8 21.8861 15325.1 
1996 10224300 5251001 2787288.7 21.8861 -183952.6 
1997 11213624 5369181 2906624.9 21.8861 251593.1 
1998 14286864 5038854 2836814.2 21.8861 36961 
1999 15751331 6481605 3440204.1 92.6934 152361 

2000 19230426 9702384 4866280 
 

102.1052 -453399.7 

2001 24668791 11271901 5526204.9 111.9433 -56531.9 
2002 25206380 11780861 6398907.7 120.9702 330792.5 
2003 18325000 660537000 6255470 129.3565 27595.1 
2004 18576000 607759000 6665040 133.5004 -

1266546.5 
Source: Central Bank of Nigeria (CBN) 

Table 4.2. represents the time series for the relationship between Gross 

Domestic Product (GDP), Cargo throughput (inward & outward) 

Exchange rate (E.R) and Balance of payment (BOP), for a study period 
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of 12years from 1993 to 2004. The Exchange Rate column reveals a 

slight improvement in Naira – Dollar from 1993 to  

 

1994 which remained constant till 1998 and there after it degenerated as 

it increased from 1999 to 2004. The table further reveals a positive 

balance of payment for the years 1993, 1995, 1998, 1999, 2002, 2003 

where as adverse (negative) balance of payment was recorded in the 

years 1994, 1996, 1997, 2000, 2001 and 2004. 

 

4.4 Regression Analysis for Gross Domestic Product, Cargo 

throughput, Balance of Payment and Exchange Rate. 

The regression results show that Gross Domestic Products is related 

with inward cargo, outward cargo, balance of payment and exchange 

rate in the following equation: 

Y = - 425393 + 0.181X1+ 0.002X2 – 0.540X3 

+15323.213X4 

Where Y represents GDP 

X1represents inward cargo, CIN 

X2 represents outward cargo, COU 

X3 represents Balance of Payment, BOP 

X4 represents Exchange Rate, EXR 
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This model is then re rewritten as follows: GRT = 0.378 + 0.092N and 

GDP = - 425393 + 0.181CIN + 0.002COU – 0.54BOP + 15393EXR. 

The R2 computation gives a value of 0.892 which implies that the degree 

of explanation of CIN, COU, BOP and EXR in GDP is highly significant 

given 89.2% at 0.05 levels. This implies that if the points are plotted on a 

line graph, almost all will fit into the line. 

Further interpretation of the model reveals that Cargo and Exchange 

Rate throughput have positive effect on GDP while Balance of Payment 

has negative effect on Gross Domestic Product. 

 

The standard error test for the model reveal that S.E > ½ b0 

That is, 871163.5716 > ½ (-425393) 

This implies that the relationship is not statistically significant and thus 

we accept the null hypothesis that the degree of contribution to the GDP 

by the maritime sector is not statistically significant (Hypothesis III) and 

that the key roles of NIMASA are not yet significantly felt in the maritime 

sector. Therefore, we reject the alternative hypothesis that the degree of 

contribution to the GDP by the maritime sector is statistically significant 

and that the key roles of NIMASA are significantly felt in the sector.  
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4.5 Interpretation of the Relationship between Ship Tonnage 

and Revenue 

Table 4.3Table of Coefficients  

Model Summary

.969a .939 .937 255099967
Model
1

R R Square
Adjusted
R Square

Std. Error of
the Estimate

Predictors: (Constant), Tonnagea. 

Coefficientsa

4.9E+07 4.9E+07 .990 .329
98100.122 4167.409 .969 23.540 .000

(Constant)
Tonnage

Model
1

B Std. Error

Unstandardized
Coefficients

Beta

Standardized
Coefficients

t Sig.

Dependent Variable: Amount in Nairaa. 
 

From the table 4.3. of coefficients above, tonnage of vessels  

registered by NIMASA is related to revenue generated from vessel 

registration as shown in the model above: 

T= 49000000 + 98100R + µ, Where T represents ship tonnage and R 

stands for revenue generated from ship registration. This model is 

statistically significant as Revenue (in millions of Naira) has a high 

percentage explanation of about 94% in the tonnage of the vessels 

registered over a time period. More so, the standard error of the 

model is greater than one half the parameter estimates. That is: 

49000000 > 24500000. Therefore, we reject the null hypothesis and 

accept the alternative hypothesis that there is a significant 
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relationship between ship tonnage and revenue generated from ship 

registration. 
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CHAPTER FIVE 

SUMMARY OF FINDINGS, CONCLUSION AND 

RECOMMENDATIONS              

 

5.1   Summary of Major Findings 

 The results of analysis reveal that there is a positive relationship  

 between the number of ships registered by NIMASA and the revenue 

arising from that. This agrees with the first objective of this study as GRT 

and number of registered vessels correlated positively with 0.993. This 

implies that GRT and the number of registered  vessels correlated 

positively with about 99%. The reviewed literature buttressed the point 

and identified areas where NIMASA’s significant roles are mostly felt in 

the maritime industry, especially in regulatory and operational functions. 

 

 More so, we found out that NIMASA makes significant impact on the 

economy of Nigeria. This is revealed by the economic relationship 

between GDP, shipping activities, balance of payment and exchange 

rate. Thus the second objective of this study was met as revealed by the 

coefficient of determination which gave  about 90% explanation of the 

independent variables in the dependent variable. The third objective was 

set to ascertain the extent of maritime industry’s contributions to GDP. 

Our analysis, reveals about 94% contribution as indicated in the 
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coefficient of determination value of 0.939. This implies that this 

objective was achieved.   

 

5.2       Conclusion                                                                                            

From the study, it is obvious that NIMASA has the potential to contribute 

immensely to the growth and development of Nigeria’s maritime industry 

on one hand, and greater contributions which is yet to manifest 

significantly in the national economy on the other hand.  Since the 

maritime industry has been proven to exhibit great potentials, NIMASA 

should intensify efforts in the development of the Nigeria’s maritime 

industry through strict adherence to the legal framework and their 

implementation. Having identified that finance is a major obstacle to 

shipping operation in Nigeria, the cabotage regime particularly, the 

Cabotage Vessel Financing Fund (CVFF) and Ship Acquisition and Ship 

building fund (SASBF) will to a great extent encourage indigenous 

participation in the coastal trade. 

 

5.3         Recommendations 

Since the maritime industry has been proven to exhibit great potentials, 

NIMASA should intensity efforts in capacity building, maritime finance 

and encourage indigenous participation in the maritime industry. The 

bottlenecks surrounding the cabotage regime should be wiped out as 

soon as possible in order to reap the full benefits derived from inland 

and coastal trade. The indigenous operators should avoid being used by 

foreign operators who capitalize on the advantage to sabotage the 
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objectives of the cabotage. This is most prevalent in the oil exploration 

and carriage where foreign investors use indigenous politicians to 

breakthrough the waiver provisions of the cabotage Act for their optimal 

benefit. 

 

It is further recommended that; 

(a) Financing and Ship/vessels acquisition can only be meaningful if 

they have available Cargo to carry. Therefore, increased tonnage, 

i.e. availability of vessels should be matched with increased Cargo. 

Infact it is more important in cabotage regime to have increased 

cargo and the vessels can readily be acquired/hired or chartered. 

 

(b) In view of the local content policy of the Federal Government, 

laws/regulation on allocation of crude oil Cargo to indigenous 

Shippers is advocated 

5.4     Contribution to Knowledge 

There is a clear empirical evidence from the study that if the 

cabotage law is implemented the revenue generated (in 

millions of naira) from the gross registered tonnage of vessels 

registered by NIMASA is significantly related and makes about 

94% contribution. Finally, this study contributes to knowledge 
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by producing the following models that will guide the proper 

implementation of the cabotage law: 

 GRT = 0.378 + 0.092N and GDP = - 425393 + 0.181CIN + 0.002COU – 

0.54BOP + 15393EXR. 

5.5   Area for Further Study 

Further study should be channeled to capture the effects of waiver 

consideration derivatives to foreign owned shipping lines and 

participation as contained in the Coastal and Inland Shipping Act, 2003.  
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