A STUDY OF CHOSEN LOCALLY OWNED SHIPPING COMPANIES CONCERNING THE IMPACT OF THE CABOTAGE ACT ON LOCAL CAPACITY DEVELOPMENT
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ABSTRACT

In 2003 the cabotage law  was enacted with provisions  to empower  local investors to take control of the domestic shipping trade and from it develop enough muscle to assume the right of place for Nigeria as a maritime nation in the movement of her import/export cargoes including crude oil to and from international markets. The implementation/enforcement of the provisions of the Act  needs to be constantly monitored to ensure that the goals and objectives of the law are  pursued with vigor and accomplished. Thus, the object of the study is to verify the alleged unabated dominance of the coastal services by foreign flag operators; the impact on the Cabotage Act 2003 on local capacity development in terms of tonnage, human resources and cargo support. The research made effort to highlight people’s views that are relevant to the study and this formed the literature review. The major instrument used for the study is a set of questionnaires served on a population of 55 industry stakeholders out of which 27 responded. The data obtained were statistically analysed with the chi-square model and pie chart for presentation as  explanatory model. The findings of the study revealed factors hindering the achievement of the objectives of  the Acts such as lack of funds, failure on the part of NIMASA to process the applications for the cabotage vessel finance fund loan for tonnage expansion; lack of commitment by NAPPIMS and PPMC to guarantee cargo support to indigenous operators; NIMASA lukewarm attitude in enforcing the provisions of the Act. The study also noted that most of the  cabotage  vessels operated by most indigenous shipping companies are below specified standards and are un- seaworthy. Also it was noted that there was a growing lack of seafarers particularly qualified and certified marine engineers and navigators to operate the few available cabotage vessels. The study recommended strategies to enhance indigenous participation and reduce the foreign dominance.  For example, NMASA is urged to make the cabotage vessel finance Fund/loan  facility accessible to local operators for fleet  expansion and to make solid arrangements for cadet-ship  sea-training   to enhance proficiency and avoid importation of manpower. PPMC and NAPPIMS should guarantee long time charter of the fleet as a kind of incentive against idle moment. On the other hand local operators should try to present standard and seaworthy vessels for optimal cabotage operations and clean sea assurances.

CHAPTER ONE

INTRODUCTION

BACKGROUND:
According to the findings of Ekwenna's (2017) Fleet Expansion Feasibility Study, he discovered that more than 80 percent (by weight) of all worldwide sea-borne trade is dependent on merchant ships for transportation. Ocean transport was absolutely necessary to the functioning of the global economy in the '90s. Since the dawn of time, international economic integration has been steadily progressing thanks to the backing of maritime transport (Nwokedi, 2021). In order to generate demand for ships, the commerce in question must take place on the high seas, and the larger the distance over which a commodity is transported, the higher the need for ships in that trade. Therefore, the pattern of global trade is the most important factor in determining the need for shipping activity. Ship owners frequently refer to the tonne-mile demand (one tonne of cargo transported in one mile) in this context. The tonne-mile demand is the amount of cargo that can be moved in one mile (Udeh, 2021).

There are currently more than four billion tonnes of goods transported by ships each year, and the total yearly tonne-miles have surpassed 19 trillion (Owolabi, 2022). Data on cargo throughput and traffic statistics of the Nigerian Ports Authority (NPA), in Abstract of Port Statistics, 1997-99; Fleet Expansion Feasibility Study by Ekwenna 2003) show that the shipping market in Nigeria (including crude oil) accounts for approximately 596 billion tone-miles, which is approximately 3.1 percent of the world total. Despite this, the shipping market in Nigeria plays a very significant role in the economy of the country.

The United Nations Conference on Trade and Development (UNCTAD, 1977), in recognition of this fact, has indicated that encouraging national investment in shipping should be encouraged as a means of conserving foreign exchange or increasing the invisible earning of developing nations with an export/import potential. This is because where national investment in shipping can be economically justified, it should be encouraged as a means of conserving foreign exchange. Earnings in foreign currency from participation in international marine trade are an important contributor to the economic growth of developing nations like Nigeria (Udeh, 2021).
According to Ekwenna (2003), the nation’s merchant fleet comprises of three categories of watercraft. They are:

Commercial vessels –these transport cargo or passengers.

Industrial vessels – these perform specialized marine functions such as fishing or pipe laying, often using specialized personnel.

Service/Supply vessels – these provide support capability to commercial ships and/or industrial vessels.

TABLE 1.1 - Representative Vessel Types:

	
	Commercial vessels
	Industrial Vessels
	Service Vessels
	

	
	General Cargo ships Containerships Tankers

Liquefied Gas Carriers Bulk Carriers Ore/Bulk/Oil (OBO)

Integrated Tugs/Barges Chemical Tankers
	Suction Dredges Drilling vessels Semi submersibles Incinerator vessels Upper Dredges

Carriers’ Fish processing vessels

Fish Catching vessels

Hydrographic survey vessels
	Tugboats without barges Offshore Supply Boats Crew boats

Crane Support Ships Diving Support Ships Fire Boats

Pilot Boats


Ekwenna noted that analysis of Nigeria’s balance of payment for the past three decades indicates three imbalances in the shipping industry, especially in the areas of:

freight earnings/conservation – loss of revenue through non-participation of indigenous shipping companies,

ship-ownership – only five ships (70,000 dwt.) owned by indigenous carriers, and

cargo sharing – less than 12 per cent of cargo carried with Nigerian ships (Owolabi, 2022).

From the above presentation by Ekwenna it is clear that Nigerian shipping trade is dominated by foreign flag ships to the detriment  of Nigerian  economy. Records reveal that similar scenario also prevailed in the early 1950s before the incorporation of the defunct Nigerian National Shipping Line Limited.

NIGERIA INITIAL INVOLVEMENT IN SHIPPING TRADE:

According to NNSL Magazine published by its Public Relations Department captioned “Facts about NNSL you should know”, it revealed that in February 1959, NNSL was incorporated under the Company’s Act as National Shipping Line (NSL) and was jointly owned by the Federal Government of Nigeria which held 51 per cent of its share capital, and two technical partners - Elder Dempster Lines Ltd and Palm Line Ltd., which shared between them 49 per cent of its equity. In 1961 NNSL became known as the Nigerian National Shipping Line Limited (NNSL) following the Federal Government’s acquisition of the entire equity shares of the technical partners, thus making the company a wholly- owned Federal Government enterprise (Nwokedi, 2021).

NNSL was born out of the Federal Government desire to participate in the nation’s sea- borne trade in its conviction that a nation could lose considerable amount of foreign exchange through non-participation by indigenous institutions in her sea-borne trade, and, as a major foreign exchange earner for the country, NNSL considerably reduced net out- flow of hard currency through foreign shipping lines (Nwokedi, 2021).

NNSL commenced business with staff compliment of about 20 and three over-aged  vessels and participated in only two trade routes. In 1977 the Federal Government embarked on fleet expansion of the company and purchased 19  all-purpose  combo  vessels consisting of nine 12,000 tons deadweight (dwt.) and ten 16000 tons deadweight respectively, and in 1980 when the last of the ships was delivered, the company’s fleet stood at 27, thus making it the largest in the West African sub-region and the largest shipping company south of the Sahara (Udeh, 2021).

The company operated through five Conference Lines – (a) United Kingdom/West Africa Line (UKWAL); (b) Continent/West Africa Line (COWACL), (c) Far East/ West Africa Line (FEWAC); (d) Mediterranean/West African Line (MEWAC); (e) American/West African Line (AMWAC), and also operated on the Brazilian route and participated in a joint service cooperation among some members of COWAS/UKWAL under the auspices of Europe/West Africa Service (EWAS).

Apart from providing employment for 1,400 permanent shore and sea staff as well as 400 ratings engaged intermittently on six monthly Articles, NNSL invested  millions of Naira in the development of maritime training for suitable Nigerians in all facets of maritime technology both locally and abroad. NNSL achieved the commendable feat of having its fleet completely manned by its trained Nigerians by 1984 thereby conserving foreign exchange and reducing capital flight which is usual through employment of European officers and crew. In addition NNSL operations generated employment directly and indirectly for other sectors such as stevedoring, chandler, bunkering, oil companies, Nigerian Ports Authority and clearing and forwarding companies (Owolabi, 2022).

Notably and highly commendable, NNSL was in the forefront in implementing  the nation’s maritime policy long before the emergence of the National Shipping Policy Act that established the apex maritime regulatory agency (National Maritime Authority) in 1987, through its active participation in several shipping conferences where it mounted pressure for lower freight rates (at freight negotiation meetings) even to  the detriment of its economic interest but in the greater interest of the country. These notwithstanding, NNSL’s vessels were also mobilized for emergencies and special assignments such as the movement of troops, evacuation of illegal aliens, freighting of relief materials and provision of logistic support to the Nigerian Navy at one time of the other (Nwokedi, 2021).

The benefits of indigenous fleet and its participation in the shipping trade of a nation cannot be over-emphasized. The influence the Nigerian National Shipping Line Limited wielded in the maritime world during freight negotiation meetings and the impact of her general performance on the nation’s economy during its operational days is a positive living testimony. Thus, the memory of the defunct NNSL no doubt will continue to linger in the minds of the Federal Government and the industry operators for many more years   to come (Udeh, 2021).

STATEMENT OF THE RESEARCH PROBLEM - THE PROBLEM OF A NATION WITHOUT NATIONAL FLEET:
In the absence of National Fleet and indigenous participation in providing the shipping services which add value to the import/export trade of the country, foreign  shipping service providers would have absolute prerogative to determine the regularity/non- regularity and/or availability of the shipping services. In the same vein, they will have stronger bargaining power for the freight. If they decide to create artificial scarcity of service they can easily do so in order to hike the freight rate.  By  creating  artificial scarcity they could influence reduction in the price of perishable export items to the advantage of their import businessmen and to  the disadvantage of Nigerian producers. In  a time of emergency, a nation without national fleet would be at the mercy of foreign shipping service providers for a vital component of her logistics chain (shipping) to lift heavy war equipment and personnel bearing in mind that any such  third  party  undertaking is highly risky and could have political implications. The nation suffers revenue flight, depletion of her foreign exchange reserves,  imbalance  of payment  and lose of employment opportunities for the citizens amongst others.

Consequent upon the above scenario, efforts were made by the Federal Government to sustain indigenous participation in the invisible trade (shipping) of the country side by side with the private sector initiatives such as the Nigeria Green Lines, African Ocean Lines, Nigerbrass Shipping Lines, Brawal Shipping Lines, Bulkship (N) Limited, Globe Shipping Lines, Genesis Worldwide Shipping, etc that owned foreign going dry cargo vessels.

With the above stated antecedents and accomplishments Nigeria became a power  to reckon with in the International Maritime Organization (IMO) from this part of the world and the contributions of the shipping industry to the economic, social and political developments of Nigeria cannot be over-emphasized when one considers the fast developments and industrialization that are manifest at towns close to the ports, improved balance of payment and international relations.

But it is unfortunate to note that from the early 1990s the fortunes of the NNSL started to dwindle to the point of liquidation in 1995 by the Military Government. Alongside the demise of the National Carrier and disappearance of the  Federal Government fleet was  the shaky unstable existence of other private owned shipping companies. Consequently, Nigeria a giant maritime nation of Africa cannot boast of even a single foreign  going  ship of hers now and her foreign and coastal shipping trade participation relapsed to the  pre NNSL era dominated by the foreign flag vessels due to alleged carelessness and negligence on the part of the regulatory and enforcement agencies of government; lack of enforcement of the provisions of the Nigerian Shipping Policy Act No.10 of 1987 which provided that all Public cargoes i.e. cargoes generated by Federal, State, Local Governments and the Ministries and parastatals under them should be the prerogative of the indigenous ship operators to carry.

Asoluka (2003) noted that “In seeking to implement the NSPA, the NIMASA left out the bulk of section 14 cargoes in pursuit of section 9 cargoes. Added to the fact that its application of section 18 was reduced to bureaucratic procedure, private cargoes by the  fact of ownership, size and number were quite cumbersome to identify, control and allocate. It also tended to affect usual commercial trade practice. Asoluka observed that  the cumulative effect of poor policy thrust, implementation sequencing and  will  to impose and enforce sanctions as provided  by section 26 of the  NSPA, indeed  provided the basis for the suspension of the cargo allocation program. The reluctance to use the powers conferred on NIMASA by section 26, tended to undermine the will, seriousness and purpose of the process”. Asoluka (2003): pp. 205-206 Nigerian Maritime Resources Development Issues and Challenges Vol. 1.

Also according to Associations of shipping operators, Military incursion in the management of the National Carrier (NNSL) fraught with fraudulent and sharp practices, lack of required expertise for the specialized industry and many other vices bedeviled the operations and continued existence of the company. On the other hand, the private operators are not making much impact due to greed, lack of trust and confidence amongst

themselves, lack of ability and acceptance to imbibe scientific management strategies, even to synergize financial and material resources for growth.

THE PROBLEM OF NON-PARTICIPATION OF INDIGENOUS SHIPPING OPERATORS:
In a bid to stage a come-back to the World Maritime scene, the Nigerian Shipping Companies Association, the then sole voice of the indigenous shipping  practitioners  under the leadership of Alhaji Aliyu Jabu Mohammed as President and Capt Emmanuel Ihenacho as the Executive Secretary, in collaboration with Messrs Agbakoba (SAN) and Associates flagged off the first sensitization workshop on the need to provide cabotage  law for Nigeria at the Kosi Wahala Hall at the Nigerdock (Nigeria)  Limited,  Snake Island, Lagos on Wednesday, 7th February, 2001 ostensibly because of the robust benefits derivable from the establishment of cabotage regime in Nigeria.

The awareness workshop brought a cross-section of maritime industry stakeholders together including House Committee on Transport, Senate Committee on Transport, Shipping Chieftains, Maritime Lawyers, Insurance firms, Bankers and gentlemen of the Press(the Print and the Electronics) etc. The communiqué at the end of the workshop triggered greater awareness and agitation for the cabotage law against the foreign domination of the international and domestic shipping trade of the country that had been  to the detriment of the local operators and the national economy.

According to (Maritime Quarterly May-June 2001 page 5), in response to the call for cabotage law by Nigerians, the House Committee on Transport under  the Chairmanship  of Dr. Okey Udeh organized a Public Hearing at Hearing Room 11 of the National Assembly, Abuja and Distinguished Senators and Honorable Members of the National Assembly concerned with maritime transport interests, Captains of Maritime Industry and Oil and Gas Industry operators etc were present. The impressive attendance at the Public Hearing and the caliber of the people who participated in the discussions spoke volumes and expressed the interest and passion Nigerians had for the cabotage initiative.

The Chairman House Committee on Transport flagged off the proceedings and in his opening speech he said that the first logical step to formulating new set of laws governing the conduct of international shipping is to have an effective cabotage law in place adding that once Nigerians are able to regulate the shipping activities within the inland coastal  and territorial waters, foray into international ocean-going marine transportation will evolve naturally. According to him, in countries where the national fleet has virtually disappeared, the introduction of cabotage arrangements represents the main and sometimes the only serious possibility remaining to prop up indigenous enterprises and secure employment for local seafarers.

Omoteso (2001) stated that given the competitive nature of international shipping and the dominant nature of some multinationals, Nigerian companies cannot compete favourably. He said if Nigeria could successfully make a second foray into international shipping, “charity has to begin at home.” Invariably, indigenous capacity in tonnage and personnel should be developed through cabotage.

Ihenacho (2001) said enacting a cabotage law followed by a “diligent implementation of  its provisions” will go a long way towards facilitating the recovery of certain major economic benefits currently foregone by Nigeria as well as strengthen the strategic and national security situation in the country’s  coastal locations. Acknowledging the concern in certain quarters of the perception of cabotage by Nigeria’s foreign trading partners at a time of liberalization and globalization, Ihenacho further said the nature of the market reservation protection which will be conferred on local maritime operators would be similar to that which is currently enjoyed by domestic road transport  operators undertaking a network passenger and freight services to destinations nationwide. He further emphasized that Nigerian cabotage business does not involve the interdiction of  the rights of international traders but involves the reservation of the rights for Nigerians   to carry Nigerian trade goods between Nigerian origin and destination points and the delivery of shipping logistics support services within Nigerian territorial waters, using available Nigerian resources in the first instance. He also pointed out that similar legislation exists elsewhere, especially among advocates of liberalization.

According to Ihenacho, Worldwide, there are over 42 countries with various shades of cabotage law in place and they are mainly developed countries. Apart  from  the U.S.  other   developed   countries   include   Japan,   Canada,    Australia,    France,    Italy, Spain and Sweden. Others are South Korea, India, Russia, Singapore, Saudi Arabia, Romania, Brazil and China. Algeria, Egypt and Malaysia are also known to have functional cabotage laws.

Udeh (2001) declared “Most great nations have extensive coastlines. There is hardly any landlocked country that can be considered great. But the great nations first had to take control of their coastlines”.

Igbokwe (2001), held that like the U.S. Jones Act, Nigeria cabotage law will limit domestic water borne trade to Nigerian-owned, built, crewed and operated ships. Such a law will bring about the establishment of Nigeria – only ownership and control over the domestic fleet, domestic marine transportation system and the national maritime infrastructure. Since water transportation is a key aspect of the Nigerian economy, Igbokwe said it should enable Nigerians own, control and retain the ownership  and control of the operation of such a key section of the economy, eliminate foreign control, domination and competition from that sector and prevent avoidable damage to the  Nigerian economy through foreign manipulation.

From the above inputs from distinguished eloquent contributors, participants at the public hearing were able to deduce that despite the growing call for liberation, deregulation and globalization, cabotage regimes remain an area that is immune to all the new thinking. Every maritime nation aspires to develop indigenous merchant fleet not just to protect her interests in the face of sundry international competition but also provide a strong support base for development of infrastructure, exploitation of resources and employment generation. – Maritime Quarterly May-June 2001.

THE NIGERIAN CABOTAGE ACT AND THE OBJECTIVES:

The Coastal and Inland Shipping (Cabotage) Act, 2003 (“the  Act”) came into  existence on 30th April, 2003. Its provisions became enforceable from 1st May 2004 allowing one year transitional period. In April 2004 before the enforcement date, the Honourable Minister of Transport published Guidelines on the Implementation of the Act:-

STRUCTURE OF THE ACT:

According to Nwokedi 2001, Law in many situations may be used as a tool for social engineering or economic development. This often happens in developing economies where, to keep up with international trends, government policy has to be driven in a particular direction as opposed to  allowing it evolve over times as  determined by prevalent economic factors. That has been the case in Nigeria in the past. To appreciate fully then, the challenges presented by this Act, it is necessary to look at the structure of the Act as a tool or driver for economic development. The Act itself is quite straightforward. It is set out in nine parts made up of 55 sections:

Part 1:

Comprising of sections 1 and 2 define cabotage, the scope of the Act and the intention of the Legislature and by so doing dictates new parameters for the regulation of the oil and gas industry in Nigeria. In this regard it covers all aspects of exploration, production and development activities.

Part 2:

Sections 3-8 provides that a vessel other than a vessel wholly owned and manned by a Nigerian citizen, built and registered in Nigeria shall not engage in Cabotage. This restriction applies up to the extent of the Exclusive Economic Zone, which is approximately 200 nautical miles seaward from the outer limits of the coastline.

Part 3:

Section 9-14 deals with waivers and the conditions precedent to the grant of waivers, the duration of waivers and further empowers the Minister of Transport to publish guidelines for the waiver system.

Part 4:

Sections 15-21 treats the licensing of foreign vessels, and seeks to bring the foreign flagged vessels under the control of the regulatory body.

Part 5:

Sections 22-28 deal with registration issues. Section 22 in particular provides for the establishment of a Special Cabotage Vessels Register while Section 23 qualifies the conditions for registration of Cabotage vessels.

Part 6:

Sections 29-34 seeks to create a cabotage enforcement unit within the Nigerian Maritime Administration and Safety Agency (NIMASA) to police the implementation of and compliance with cabotage. Section 31 herein grants the enforcement officers very wide powers of arrest and detention of the vessel in the conduct of the duties.

Part 7:

Sections 35-41 criminalize acts in contravention of this Act by imposing stiff fines for non-compliance. Happily there are no jail terms.

Part 8:

Sections 42-45 established a cabotage vessel financing fund. The pertinent point to note here is that Section 43 of the Act imposes an additional surcharge or tax of 2% of the contract sum of any contract performed by any vessel.

Part 9:

Sections 46-55 deal with miscellaneous and sundry issues relating to the  application  of the Act, the discretion of the Minister and of course transitional provisions and repeals.

As already stated some legal practitioners stated that the *Act as couched is straightforward and easy to understand. Basically, it defines its scope of applications and then restricts and prohibits subject to exemption procedure as per waivers, and then penalizes and enforces.  The guidelines so far published are in furtherance of the objectives of the Act as couched.

OBJECTIVES OF THE ACT:

The cabotage Act is designed to guarantee the participation of Nigerian citizens in its own domestic maritime trade. The objective of the law is based on the following:

To promote economic growth and national development;

The need for the nation to protect its coastal trade through shipping;

To stimulate and expose Nigeria’s indigenous shipping operators to shipping business in the coasts as a stepping stone to deep sea/international shipping;

Promote acquisition of shipping technology by creating and diversifying employment opportunities in the industry;

Improve environmental safety;

Enhancing indigenous maritime capacity by igniting the flame  of education, training and employment of seafarers, ship operators and ship managers since the ships to be used in domestic shipping would be Nigerian-built and Nigerian-owned, crewed and operated;

Protection of the nation’s security interests;

Improve Balance of Payment;

Provide level ground for fair competition amongst the indigenous ship- owners and operators.

Four years after the cabotage regime came into operation, the Indigenous Ship-owners Association of Nigeria, the umbrella Association of local  shipping  investors  still complain bitterly that lack of enforcement of the law has encouraged unabatedly foreign domination of the coastal shipping trade and that they are worse off now than before by lack of cargo support for its members from NIMASA and NNPC.

IMPLEMENTATION STRATEGY:

In recognition of the technical capacity of the shipping industry, Section 51 of the Act provides for a transition period of 1 (one) year within which the necessary modality and guidelines for the smooth and efficient implementation of the Cabotage Regime would be

developed. The one year bridging period was for the industry to make the necessary adjustments and to be fully sensitized on the expectations of the regime.

According to Sekibo (2004) the Government was conscious of the need to demonstrate transparency and to encourage participatory decision-making process and thus invited representatives of all the key stakeholders in the industry to participate in developing modalities for an efficient implementation of the Cabotage Act. The result  of  the  exercise was the production of the Cabotage Act Implementation Guidelines by a Ministerial Committee which formed the strategy for the successful take off of the Cabotage regime. Apart from determining the institutional framework for efficient implementation of the law, the Guidelines set out in great detail procedures  for  the various categories of registration, Ministerial waivers, enforcement, cabotage vessel financing fees and tariff.

OBJECTIVES OF THE STUDY:

Four years after the cabotage law came on stream, the Indigenous Ship-owners  Association of Nigeria still complains vociferously that the failure on the part of the Government Agencies to implement the provisions of the Act has frustrated  the  objectives of the Act and the anticipated positive impact on the indigenous maritime stakeholders. The aim of this study is therefore, to empirically verify the complaint based on the following objectives:

(  i)
to evaluate the impact of the Cabotage Act implementation on the
indigenous shipping operators;

( ii)
to evaluate the impacts of the implementation of the Cabotage Law on the Nigerian economy;

(iii)
to assess the performance of the Government Regulatory Agencies charged with the responsibilities of implementation of the law; and

( iv)
to highlight the problems, constraints and prospects for a successful implementation of the cabotage law and recommend a way forward.

RESEARCH HYPOTHESIS
Three hypothetical statements are made in this study:

The cabotage law enforcement by NIMASA has not significantly reduced the foreign domination of Nigerian coastal shipping trade.

The performance of the implementation Agencies (NIMASA/NNPC/PPMC/NAPPIMS) has not made positive impact on cargo availability to the indigenous shipping operators.

NIMASA training programme has not made significant impact on the level of human capital capacity development for the cabotage trade operations.

JUSTIFICATION OF THE STUDY:

The significance of the study lies on the fact that it would serve as a monitoring device to highlight the success or failure of the implementation process so far.  It  would prove to  the public whether the implementing/enforcement agencies have put the Act on the book shelve or the objective is being vigorously pursued. The outcome would have the useful effect of exposing the government agencies that had failed to carry on the responsibility assigned to  them towards  the  accomplishment of the objectives of the cabotage  regime. It would make such ailing agencies to wake up from their slumber as I believe no right thinking leadership would like to be identified and associated with the failure of the cabotage regime. It would contribute in sensitizing Nigerian investors about the vast lucrative investment opportunities and the enormous benefits abound  in  the  cabotage trade if successfully implemented. A way forward would be recommended that would encourage positive impact on the local shipping capacity development.

In summary the justification of the study lies on the fact that it will verify and highlight  the strategies and course of actions being taken by the Regulatory Agency (NIMASA) towards effective implementation of the cabotage Act. Identify foreign governments support schemes to their merchant marines operators which complement  their cabotage law and encourage their lines to be ever competitive in the local and international  shipping scene.

The result obtained will add to existing body of knowledge and it would be useful to  future researchers, policy makers, Regulatory Authorities in shipping and indigenous shipping companies as well.

SCOPE AND LIMITATIONS OF THE STUDY
The study focuses mainly on  the  impact of the  implementation of cabotage  regime on the indigenous shipping companies and investors after four years of its operation. The study is restricted to selected indigenous shipping companies in Lagos and not to all shipping companies in Nigeria located in many places in the metropolitan cities in the country due to obscure locations, time and financial constraints. The cabotage regime is relatively new and is still facing the problems of infancy hence required and  adequate  data for evaluation of the impact on the local operators were limited. Therefore, to some extent, the above scenario has placed limitation on the scope of the research. The research has thus, made some generalization from the findings from the questionnaires served on the selected population.

RESEARCH QUESTIONS:
At the completion of this study, the following questions would have been answered:-

what are the investment opportunities created by the cabotage policy available to local operators;

is the accomplishment of the cabotage objectives being vigorously pursued;

has the implementation mechanisms positively impacted on  the participation of  the local operators in the coastal trade;

has the cargo support for indigenous operators improved after fours years of cabotage operation;

has the capacity building in terms of manning and ownership of vessels improved significantly;

has the cabotage law impacted positively on the shipbuilding industry;

has it improved safe shipping and clean environment;

is the cabotage enforcement organ effective;

does the Minister carry verification of facts to ISAN before waivers are granted to foreign investors operating on our coast;

PLAN OF THE STUDY
To achieve the aims of this study which is to assess the impacts of the Cabotage Law on the indigenous ship-owners and the Nigerian economy since it came on stream and to highlight the existing bottlenecks and recommend a way forward,  the study is divided into five chapters:

Chapter one is the Introduction to the study.

Chapter Two -Literature Review.

Chapter Three –Methodology.

Chapter Four – Analysis of data.

Chapter Five – Summary, Conclusion and Recommendation.

CHAPTER TWO

LITERATURE REVIEW

`2.1 CONCEPTUAL FRAMEWORK:
According to Hawkins (1988) each time new experiments are observed to agree with the predictions, the theory survives and our confidence in it is increased, but if ever a new observation is found to disagree, we have to abandon or modify the theory.

According to Asoluka (2003), at any given time, orthodoxy has a way of assuming certainty and imposing intolerance that takes courage to question a dominant view. Fortunately, in life nothing is ever concluded and each day brings events  that  may  support or destroy an age-long position.  Like physicists, whatever we do however, must be subjected to empirical proof for validation or falsification. This is the justification for the development of a sound conceptual framework that guides the  analysis,  evaluation and review of policies. In the end whatever position is arrived at should be more refined, practical and useful.

The maritime potential is not in any doubt. Nigeria is  naturally  blessed  with  an extensive, navigable coastline of over 823 kilometers. Demographically, it not only commands a huge population, thus a large market, but also blessed with a young population that is educated and eager to learn, to whom a key industry like  transport  surely offers opportunities. Every factor seems to be  ready to  give  the nation a strong  and resilient economy.

Asoluka (2003) noted that the dilemma is that Nigeria is still a very poor nation with substantial proportion of the population living below poverty level line. Ranked 164th among 197 nations in terms of per capita income and 141st in terms of quality of life  by the World Bank in 1996. Thus there has been a great need to develop the nation’s resources. Meanwhile it is only oil that has continued to provide the bulk of its income. Asoluka (2003) noted that a possible starting point in Nigeria’s economic development

would be the need to appreciate and utilize other resources potentials it is yet to tap such  as the transport sector which is described as the engine that drives development, through  its important role in domestic and international trade of nations. The importance of maritime activities cannot be under-estimated as the world trade is mostly dependent on ocean transportation. Economic growth is certainly enhanced by the availability and efficient transport services since transport is a derived demand from demand for goods (cargo) transported from one point of production to the point  of comparatively higher need and cost.

Asoluka (2003) further observed that freight revenue from Nigeria’s  international trade  for 1997 was USD627 million, for 1998 USD1.62 billion; 1999 USD1.9 billion and for 2000 it stood at USD2.056 billion. Its share of the West African sub-region is over 70 per cent. He noted that as far back as 1650, Walter Raleigh seemed to have observed this crucial sector when he declared:

“Whosoever commands that sea commands the trade; whosoever commands the trade of the world commands the riches of the world and consequently the world itself.”

From the foregoing records, Asoluka believed that, there is no doubt that Nigeria’s  absence from the international ocean transportation is a great loss to the Nigerian economy, more so, Nigeria’s economic mainstay which is crude oil market is highly dependent on ocean transport without which Nigeria would face economic crisis.

Section 3 of the National Shipping Policy Act charged NIMASA with the responsibilities to:

promote the acquisition of shipping technology by creating  and diversifying employment opportunities in the shipping  industry  through the stimulation nd protection of indigenous shipping companies;

improve Nigeria’s balanced of payment position by enhancing the earning and conservation of foreign exchange from the shipping industry;

encourage the increase of ownership of ships and the achievement of indigenous skills in maritime transport technology; and

promote the training of Nigerians in maritime transport technology and seafarers.

NIMASA MISSION ACCOMPLISHMENT INITIATIVES AND PROBLEMS:

NIMASA set out to promote the local tonnage by establishing a revolving loan fund referred to as SASBF (Ships Acquisition and Ships Building Fund) but the aim and objective could not be achieved and sustained due to mismanagement by the NIMASA  and abuse by the beneficiaries. Similarly, efforts to generate and grant cargo support to local ship operators through cargo allocation could not be sustained also due to abuse by NIMASA internal organization and the preferred shipping companies that had no ships referred to as Briefcase shipping companies and highly connected “Public Officers”.

These facilities were suspended in 1995 and 2000 respectively. The consequence of the suspension of the fund facility and the cargo support allocation arrangement  brought untold and devastating effect on the businesses of the already weak local shipping companies. NIMASA as a Government Agency charged with the task of promoting indigenous shipping was seen to have abdicated its functions and  therefore was considered of no relevance to the shipping industry. To this end, Asoluka from his assessment stated that:

“Surely, without a review leading to a position based on a defensible, achievable and sustainable form of assistance to  the Nigerian Shipping Community, the NIMASA is bound to be considered unresponsive and irrelevant to the very sector it was created to cater for. It would be negligent of its very assignment and by so doing would have outlived its usefulness. Therefore a properly thought out approach to the sensitive issue of cargo support and other areas considered  germane for assisting indigenous shipping companies remain the vital steps the NIMASA need to take to remain effective in addressing industry needs and attain efficiency in its operational support.” (Asoluka (2003).

SEAFARERS’ TRAINING PROGRAMME AND DEVELOPMENT: Availability of sufficient seafarers both officers and crew is very vital issue to be given  full attention by the Government Agency conferred with the responsibility of implementation of the cabotage Act if it is should achieve its objectives. For now lack of qualified young officers and crew vis-à-vis the phasing out of most of the NNSL trained seafarers due to old age and/or dwindling interest in seafaring is a serious threat to the success of the Act objectives. Therefore, NIMASA must borrow leaf from NNSL strategies if it is determined to serve the industry it is created to  foster. History tells us  that the founding fathers of our nation realized this early in the life of  independent Nigeria. Their vision was to replace foreigners and indigenize the manning of the national carriers. Oyesiku et al (2003) noted that if training of seafarers is not resumed  now, Nigeria would in no distant future, start overseas recruitment of pilots and other harbour operatives as well as other categories of marine related officers and crew for the shipping industry.

HISTORICAL PERSPECTIVE OF SEAFARERS’ TRAINING IN NIGERIA Prior to the establishment of the Nigerian National Shipping Line (NNSL) Limited in 1959, Nigeria virtually had no trained Merchant Navy Officers apart from  those  who  were enlisted in the Nigerian Navy as part of the Armed Forces. The Nigerian Ports Authority was the first to consider and indeed sponsored some officer cadets overseas for training in Navigation and Marine Engineers, etc. with a view to produce maritime pilots and marine engineers for its dock yards. NNSL, at inception relied entirely on foreign officers. A few ratings that were sailing on Elder Dempster and Palm Line vessels were switched to NNSL ships. For international shipping to thrive, there must be a pool of highly trained local manpower for manning the vessels in accordance with laid down international safety standards. Because training facilities for seafarers were non-existent, NNSL made available its vessels and financial resources to cadet officers/students of navigation, maritime engineering and other relevant disciplines. Some of the company’s vessels were even deliberately designed to provide professional sea  training  facilities even though it was commercially unprofitable to the company. Within a period of thirty years (1961-1992), a pool of trained seafarers (officers) had been created. It is pertinent

to mention that officers so trained by NNSL and NPA were generally hired or poached by other organizations, which needed their services. Such organizations that sought the services of trained merchant navy officers include oil companies, fishing companies, inland waterways, Maritime Academy of Nigeria, Oron, breweries, high institutions offering some aspects of maritime related courses, NNPC, etc.

By 1992, a total of 1297 officers had received training in navigation, marine engineering, marine electrical engineering, catering marine communication, etc. through NNSL. The following different categories of officers were produced:

TABLE 2.1 – LIST OF SEAMEN TRAINED BY NNSL BY 1992
	(a)
	Master Mariners
	64

	(b)
	Chief Officers
	68

	©
	Second Officers
	61

	(d)
	Third Officers
	59

	(e)
	4th Officers
	48

	(f)
	Radio/Marine Communication
	68

	(g)
	Catering Officers
	60

	(h)
	Chief Engineers
	70

	(i)
	2nd Engineers
	70

	(j)
	3rd Engineers
	63

	(k)
	4th Engineers
	70

	(l)
	Junior Engineers
	77

	(m)
	Marine Electricians
	69

	(n)
	Officer Cadets
	450


The suspension of the training programme by NNSL about two decades ago and the subsequent liquidation of the company have negatively impacted on the manpower developmental needs of the local maritime industry with particular reference to seafarers. Many were halfway through into their professional training while many of those fully trained are now aging simultaneously and out of touch with seafaring duties. No

succession plans have been put in place for producing new generation of seafarers. The greatest problem is the non-availability of deep-sea trading ships as platform for practical training. Without “sea Time” training, no meaningful seafaring training is possible. With the virtual total disappearance of Nigerian Registered Ships, the products of the Maritime Academy of Nigeria, Oron have been unable to continue their training as the  all- important onboard sea training cannot be undertaken.

NIMASA EFFORTS TO PROVIDE PRACTICAL TRAINING FOR TRAINEE SEAFARERS – ONBOARD PLACEMENT
In realization of the serious training needs of seafarers and the demand by the national economy for a pool of trained seafarers and other operatives in the local maritime  industry, the NIMASA had made some stopgap efforts to provide “Sea Time” facilities. One of such facilities was the hiring or negotiating for onboard placements of products of Maritime Academy of Nigeria, Oron with  a coastal  vessel operator that does not engage in any trading activity. This type of sea or onboard attachment cannot give the required experience or even satisfy the statutory requirement for the training of sea officers competent enough to meet the challenges of merchant marine. For any “Onboard attachment” to be meaningful, the vessel providing the practical training facilities must  call at seaports to enable the trainees, whether navigators or engineers, acquire or imbibe the professional knowledge or practice of entering or leaving the port. Cargo work while  in port is an import aspect of a navigator’s work.  Any training  that does  not provide  these opportunities for practical training in all facets of merchant marine practice  should be discarded.

The purchase of MV Trainer was another honest attempt to provide a platform for practical training of Maritime Academy of Nigeria, Oron products. The failure of this effort or project was due to lack of coordinated planning which was complicated by the sheer number of trainees on board the ship at the same time coupled with gross indiscipline of the over-aged “cadets”. In the 1970s, NNSL carried out the training of about twenty cadets onboard a ship at a time. However, since then there have been great changes in the West African trade as well as in the mode of operation. A ship carrying up

to 30 cadets at a time, from the benefit of hindsight, is today a big cargo generating/canvassing liability. If MV Trainer project were to be repeated, good planning and a clear understanding by NIMASA officials of what is required must be put in place which would include creating a separate training section in the NIMASA for prompt reaction to issues or problems.

Oyesiku & Chidi (2003) suggested that NIMASA should appeal to both foreign and domestic Flags benefiting from the Nigerian sea trade to grant training/practical attachment opportunities to MAN products as a matter of moral and social obligation  to the citizens of Nigeria as Maersk Line do to United Kingdom operations.

SHIP BUILDING AND SHIP REPAIR INDUSTRY
During the researcher’s visit to the Nigerdock which is the biggest ship  building  and repair yard in Nigeria it was discovered that the dockyard used to build service boats and supply crafts of various categories as well as carry out ship repairs. However, with the upsurge of demands for repair jobs which is the positive effect of the cabotage regime in Nigeria the Dock Management has decided to concentrate on ships and craft repairs because of its comparative advantages in terms of net profit. The researcher noted that it takes two to two and half years to complete the construction of a ship and ships built in Nigeria will not be competitive in the international freight market due to high cost of materials and logistics. The researcher noted that by February 2008  the dockyard  had been fully booked up to December for ship repair jobs. Also other shipyards like Intercontinental dockyard, Naval Dockyard are also very busy. The implication of this development is that ships that used to be docked outside Nigeria  for repairs  are now  being docked in the local dock for repairs with the result that Nigerian economy is being favoured in terms of increased employment opportunities for Nigerian citizens; increased revenue income, conservation of our foreign exchange reserve and transfer of ship repair technology. In the circumstance, it is advisable for the Government to  build or through  the encouragement of private initiative build another dock to be dedicated for ship  building alone while the existing dock continues with repairs.

Source: Nigerdock Dock Manager (2008)
WHAT IS CABOTAGE REGIME:

According to Udeh (2001) - Cabotage usually refers to the exclusive  reservation by a  State of the commercial operations between ports in that country for their own  national flag vessels. Cabotage Act has become the last bastion for the defense and even creation  of jobs for national seafarers in many countries. Cabotage principles can also be applied within a given region or sub-region, rather than an individual country, in order to favour local or regional employment. In countries where the national fleet has virtually disappeared, the introduction of cabotage arrangements represent the main and, sometimes, the only serious possibility remaining to prop up indigenous enterprise and secure employment for local seafarers.

In Nigeria the idea of a cabotage law was not appreciated until recently when, entrepreneurs have seen limitless opportunities in its introduction. Cabotage here is taken to mean the transport of goods and/or passengers between ports in a given country or of a given group of countries within a specific economic grouping. In the latter case, it is also referred to as short sea shipping. It includes ferry services and  inland  water  transportation. Port services such as tugs, dredgers, maintenance and repair craft, piloting, launches, bunkering and supply vessels fall under cabotage jurisdiction. In the United States of America with its ubiquitous Jones Act, cabotage includes the construction of vessels.

For Nigerians, however, the virtual failure of the Shipping Policy Decree 10 of 1987  (a.k.a. National Shipping Policy Act), especially in  the  area of crude oil affreightment  had made a look inwards compelling. They saw in the supply of equipment for off shore oil operations, provision of logistics and transportation of refined  petroleum  products from refineries in Port Harcourt and Warri to reception facilities in Lagos as window of opportunity to earn even more than crude oil lifting would have fetched.

OVERVIEW OF TYPES OF CABOTAGE LAWS OPERATED BY SOME MARITIME COUNTRIES AND THE TYPE ADOPTED BY NIGERIA:
According to Igbokwe (2006) in his book “Nigerian Maritime Cabotage Policy and Law: The Case and Advocacy, he gave an overview of types of cabotage  laws operated by some maritime countries and reasons for the liberal type adopted by Nigeria.  He  submitted that there are two types of cabotage laws and the two being  applied  by  different countries today as dictated by their national, strategic and commercial shipping interests and local situations are the strict and the relaxed (or liberalized) maritime cabotage laws. In a “strict” maritime cabotage law, the three elements of restrictions are that only vessels that are (a) built in, (b) owned by, (c) crewed and operated solely by citizens of the country are allowed to participate in domestic shipping trade to the exclusion of foreign-built, foreign-owned, foreign crewed and operated vessels. A maritime cabotage law is described as “relaxed or liberalized” if those three elements are, or any of them is, not strictly to be met by the vessels participating in the cabotage trade. Or if there are some levels of foreign participation either in the ownership or building of the ships used and or in the nationality of the operators or their ships involved in the domestic shipping of a country.

UNITED STATES OF AMERICA:
The United States of America, operates a strict cabotage policy which is implemented by virtue of a combination of some of its shipping laws including the “Jones Act” which was passed for the promotion, protection and maintenance of a US domestic merchant marine by virtue of which Jones Act and other legislations, all waterborne goods and passengers between US ports are carried in US flagged ships, built in the USA,  owned  by  US citizens and crewed wholly by US citizens. However, the “strictness” of the US cabotage regime can no longer be said to be absolute in view of some exceptions and relaxation  now being granted in its application in certain cases by some US legislations.

GREECE
Greece has a restricted cabotage principle in which Greeks passengers and cargo are reserved to Greek vessels but other EU vessels are now allowed in none-strategic mainland trades with vessels over 650 GT and waivers can be granted on the condition of reciprocity. As for the crew, it must be 100% EU nationals, more  than 50% of the shares of the vessel must be owned by Greek nationals or by Greek entities more than a half of whose capital is held by Greek nationals.

MALAYSIA
On the other hand, Malaysia operates a relaxed cabotage policy through laws  which permit foreign-registered vessels to be temporarily licensed by the Domestic Shipping Licensing Board (DSLB) to carry on coastwise trading where the Malaysian Shipowners Association (MASA) confirms in writing that there are no available Malaysian vessels to carry the cargo concerned. The DSLB regulates and controls the licensing of  ships engaged in domestic shipping under stipulated conditions to be met and based on applications by the parties concerned.

BRAZIL
In Brazil, where goods alone and later goods and passengers in cabotage trade were for only “Brazilian vessels, foreign vessels were in August 1995” allowed to take part in cabotage shipping only if they were chartered by Brazilian shipping companies through bareboat, time and voyage charters. As a result of the 7th Constitutional Amendment in August, 1995, foreign cruise vessels wee allowed to use Brazilian coastal and inland routes, thereby opening its 7,480 kilometers coastline to luxury transatlantic liners”.

DENMARK
In Denmark although the government abolished the reservation of cabotage trades with vessels less than 500 GRT to national carriers in 1994 and permitted foreign vessels to participate in its domestic shipping, (cf: Danish Decree 658/94), passenger vessels still remain excluded from Danish cabotage and captains of the cabotage vessels must be

Danish nationals and vessels owned by Danish or EU persons or concerned companies must be managed from Denmark.

INDIA
India – As a result of relaxing its cabotage laws in 1992, India allowed for five years, foreign shipping lines only to consolidate export containers at an Indian Port  and  transship them to a foreign port and to run feeder services to reach import containers at various ports but has since the expiry of the fire years period not extended this provision. Whilst foreign shipping lines have been lobbying for total freedom to operate coastal services in India on the basis that it will help Indian ports and its  international trade,  Indian shipping companies are opposed to further relaxation of its cabotage laws because their ships and ports did not benefit from the 1992 relaxation of its cabotage laws. The Indian Union Government then considered a suggestion to allow foreign companies to operate exclusive shipping services along Indian coasts without limitations but its Directorate General of Shipping had to meet with foreign ship-owners, shippers and chairmen of ports trusts for the resolution of the matter.

PHILIPPINES
In the  Philippines, the cabotage laws  (Section 1009 of the Tariff and Customs Code of  the Philippines) allow for clearance of foreign vessels after procurement  of  special permits to and from coastwise ports under certain conditions to take cargo and passengers at any port to foreign ports. A Memorandum of Agreement was drafted by a Technical Working Group made up of representatives of some stakeholders to clarify the  functions of some organs in the implementations of the said section 1009.

AUSTRALIA
In Australia cabotage is based on the Navigation Act of 1972 Customs requirements and Immigration Laws and 90% of its coastal trade is by Australian-crewed ships, and all vessels operating along its coasts are licensed or permitted under certain conditions. In 1996, the Government of John  Howard set up the Shipping Reform Committee to advise  it on options for the wind back and removal of its cabotage laws. After the report the

Government among other things, liberalized the license/permit system enabling greater participation by foreign vessels in coastal waters and established “company employment” in the stead of the “engagement system” for dockworkers. There is a general impression that Australian cabotage laws allow only Australian-flagged and crewed ships on is domestic shipping and that where there are no Australian ships available, foreign vessels are granted single voyage permits. The Maritime Union of Australia usually argued that shippers are manipulating the system by waiting until an Australian-manned vessel sails out and then rush to the Government for a permit to contract a foreign-flagged ship with third world low-paid crew and substandard ships to participate in its coastal shipping, thereby putting off work, Australian ships and seafarers. The Maritime  Union  of  Australia is  also still strongly opposing the John Howard-led shipping policies because  the relaxation of Australian cabotage laws will among other things lead to a loss of jobs  for Australian seafarers, coastal and environmental problems, oil spillage, substandard ships of flag of convenience shipping, and threats to road transportation. The union consequently took the matter to court.

However, in an information paper released with the approval of the Australian Transport and Regional Services Minister, Mr. John Anderson on 24th November, 2000, it is said that the Australian legislation on cabotage “provides shippers with access to the movement of coastal cargo irrespective of a vessel’s flag, nationality of the operator and nationality of crew”.

NIGERIA:
Nigeria adopted Liberalized Cabotage Regime similar to the Malaysia Cabotage Regime considering the fact that adoption of the Strict Cabotage Regime like USA would be counter productive to the Nigerian economy in view of the fact that Nigeria lacked adequate infrastructure for effective implementation of a strict cabotage regime which would demand that all vessels to be licensed to take part in cabotage must be built in Nigeria. For instance, the low capacity and capability of Nigerian shipyards to build and their low activity in the building of coastal vessels that will satisfy the domestic market

demands in terms of the types, sizes, timing and cost. It is expected that the liberal cabotage policy will give room for Nigerian shipyards to develop with time if given the required encouragement and incentives. The relaxed cabotage would also allow the use of foreign facilities and resources where such cannot be found within the indigenous profile by grant of waivers and/or licensing. (source – The Cabotage Act 2003 of Nigeria)

In sum, the type of maritime cabotage law promulgated by each country is predicated on the national, strategic and commercial interests of the country and the economic need for the Government to guide and to protect an “infant” domestic shipping industry from foreign competition so as to give it enough room, capacity and control to become as sufficiently commercially viable as to be able to withstand foreign competition.

CABOTAGE CARGO:

According to the published Implementation Guidelines, the Act limits the application of the cabotage regime to specific categories of cargo which are itemized hereunder:

Cargo means cargo and passengers  originating from one port or point in  Nigeria to another within Nigeria. The emphasis is on the loading port or point and  the  port of destination of the cargo and passengers. It includes cargo and passengers carried on, through or under Nigerian waters to any place in Nigeria.

Cargo originating from Nigeria destined for Nigerian ports/market but carried via port outside Nigeria.

Cargo carried from one point in Nigeria to another whether or not of commercial value.

NON CABOTAGE CARGO:
Cargo carried along the cabotage trade areas, which do not fall under the operation of the cabotage act, includes:

Cargo originating outside Nigeria and destined for Nigerian ports i.e. International cargo.

International cargo destined for discharge at several ports in Nigeria by the same vessel as contracted in  the bill of lading. Where however the cargoes billed  for  say Calabar port or Warri port is discharged in Lagos for example, the  involvement of other vessels to move such international cargoes from Lagos to these other ports can be referred to as transshipment and are covered by the Act. This provision has been a subject of controversy as Stakeholders argue  that cargoes for transshipment should be under the cabotage cargoes and should not be carried by foreign flag vessels.

In-transit cargo or passengers; and

Cargo originating from Nigeria but destined for ports outside Nigeria.

CABOTAGE ZONE:
In line with the provisions of the cabotage act the guidelines on the implementation spells out the cabotage zone as comprising the following areas:

Nigerian Inland Waters

Nigerian Coastal Waters

Nigerian Territorial Waters

Nigeria’s Exclusive Economic Zone and

Islands (natural/artificial) within Nigerian Waters.

INVESTMENT OPPORTUNITIES:

In the shipping industry there are activities that are referred to as core  industry activities and the industry cluster activities. The core industry is defined as the ‘Ownership, management and/or operation by organizations, of seagoing vessels engaged in the carriage of passengers and cargoes’. The core  industry  activities include tramp, liner and tanker operations using liquid bulk carriers, general purpose dry-bulk carriers, combined carriers, specialized bulk carriers, general cargo vessels  and container vessels. On the other hand, the industry cluster is the set of activities

that have similar characteristics or are closely linked in terms of similar skills and technologies, common infrastructures or close market interactions. The  cluster  includes sector supplying services directly to the core industry, associated activities such as the offshore oil and gas production fleet and sectors providing cargo related services.  To this end, the cabotage  regime has provided the investment opportunities in the following areas exclusively to Nigerians:

Tramp and tanker operations;

Services to the offshore mineral exploration and extraction industry;

Ship victualling and providing;

Iron and steel manufacture with its corollary of ship building and repair;

Marine insurance, legal consultancy and finance services;

Ship brokerage and chartering;

Bunkering services;

Ship management agencies and classification societies;

Support industries such as mooring, towage, pilot-age, dredging and waste disposal;

Crewing and manning agencies;

Maritime training providers;

Container manufacturers, handlers, and packers;

Waterfront activities such as port operations, stevedoring, freight forwarding and customs agents;

Marine environmental management, survey, engineering and research services;

Navigation, Communications Technology and Regulatory Services.

VESSELS ELIGIBLE FOR REGISTRATION UNDER THE ACT:
passenger vessels;

crew boats;

bunkering vessels;

fishing trawlers;

barges;

off-shore service vessels;

tugs;

anchor handling tugs and supply vessels;

floating petroleum storage;

dredgers;

tankers;

carriers; and

any other craft or vessels used for carriage on through or underwater of persons, property or any substance whatsoever.

Subject to Clauses 10, 11 and 12 no vessels shall be registered for use in the domestic trade unless the Minister is satisfied that the ownership requirements have been met.

MAJOR OPERATION PROBLEMS OF THE CABOTAGE LAW AND THE PUBLISHED IMPLEMENTATION GUIDELINES:
The cabotage laws had some in-built fundamental problems and complications which  made the foundation very faulty. The industry stakeholders and analysts observed that the cabotage Act and the released guidelines had some clear abnormalities as follows:-

Too much waiver power vested on the Minister (as issue of waivers is a matter of technicality);

Arbitrary fixing of age limit of 15 years for operation vessels under cabotage;

Element of double registering of vessels by Nigerian/local shipping operation under cabotage;

Application of the 2% charge for cabotage vessel finance funds;

Payment of $50,000 fees for waiver on ownership;

Clarity of enforcement authority to defaulters on the tenets of cabotage law;

Lack of local visible training arrangements for ships operators;

Faulty bidding process and un-stream line new contracts awards by PPMC and NAPIMS;

Inadequate enlightenment/education of stakeholders;

Lack of incentives to aid and empower Nigerians in the industry under Cabotage;

Lack of adequate vessels for a smooth take off of the law;

Option of first refusal by Nigerian operators for any intended contract award under cabotage;

Inadequate manpower resources and training;

Lack of funds and logistics support for indigenous stakeholders.

The release of the operational guidelines of the cabotage regime was greeted with mixed feelings by stakeholders and operators who had, due to the delay in the release of the implementation guidelines and the up surge of events that ab initio were not to the favour of local operators and stakeholders, apparently lost faith in the operational ability of the concerned Agencies to actually manage a policy which other nations have successfully managed and used as an effective tool to promote their local shipping/maritime industry. Ihenacho (2004).

Ndikom (2006) expressed the opinion that the waiver aspect of the Act is purely technical and if its management did not involve industry professionals/operators representatives there was obvious tendency that the purpose of the law could be entirely defeated. The power needed for such a waiver operations should not be vested only on the Minister of Transport going by the convention of making use of non-professionals as Ministers of Transport whose oversight functions include maritime administration in the country.  There is need, in this regard for a technical committee to be set up, whose members must be tested hands and who should also have proven track records as professionals to work with the Hon. Minister from time to time for purposes of granting waivers.

Ihenacho (2004) – The age limit of 15 years placed on operational vessels under the cabotage is not in any way good for cabotage operations as efficiency and performance of vessels are not determined by age but on continued maintenance. Age  limitation  of vessels is very foreign to shipping operations world over; as proper  maintenance  of vessels is a very potent factor and key to vessel performance on any voyage or contract.

Ndikom (2004) The requirement of 2% charge for cabotage vessel finance funds is a total policy aberration, which depicts double charges for same cargo under trans-shipped cabotage experiment. This is because the 3% on total freight paid by any importer does  not reconcile with the tenet of the depreciating effects on the private sector purse of same importer, who may intend to redistribute the same cargo from one port to another under  the cabotage regime.

ISAN (2004) The policy that requires the payment of $50,000 fees for waiver on ownership of vessels by Nigerian ship owners does not reflect right thinking in any way. The $50,000 fees should be for foreign owned vessels rather than by Nigerian-owned  ones.

ISAN (2005) – Held that there is apparent laxity in the enforcement of the law on foreign vessels by concerned agency. This problem has indeed increased the non-functioning of the law and also reduced the ability of NIMASA to control the law effectively. There has been a general lull in shipping activities since the take-off of the law. It is common knowledge that the non-enforcement of the law has created serious problems for local operators. It is glaring that local operators are now worse off in terms of operational performance since the law took off. This is because the local operators are being denied access to carriage of local cargo and there is clear evidence of preferential treatment to foreign owned vessels which has made nonsense of the Nigerian concept of the law. Though assurances have been given by government to resolve  the problems for purposes of local benefits, these assurances should be made good and not a mere  sop  to  calm frayed nerves.

Ndikom (2004) The law does not in any way guarantee the preferential options of first refusal by any Nigerian operator, which ought to be the procedure for a sound cabotage regime management. There is need to institute the first refusal option by any Nigerian operator if the law is to be meaningful. The faulty bidding process and un-streamlined award of NAPIMS and PPMC since the law took off had made cabotage law a laughing

stock within the international maritime community. If the present trend is allowed to subsist, it will entrench foreign domination of maritime sea-borne trade. There is hope and perceived assurances that such anomalies will be corrected by the concerned authorities in due course. Another problem associated with the implementation of the cabotage law has been the inadequacy in government enlightenment programme on the law for the understanding of the stakeholders. (culled from pp. 306-309 of The Kernel Concept of Shipping Operations, Policies and Strategies: The Industry Overview).

 PROSPECTS AND CHALLENGES OF CABOTAGE  IN NIGERIA: According to Sekibo (2004) the essential object of the cabotage law was to encourage technology transfer and ensure a collaborative strategy for participating in the sector for  the stakeholders. Coastal trade offers great opportunities for investment and growth of the domestic maritime industry. Coastal trade covers the entire gamut of marine transport activities carried on within Nigeria exclusive of economic zone  and  inland waters  with the exception of the few activities exempted under the Act. The aspect that is commonly understood and focused on is the offshore industry where there are tremendous opportunities. Nigerians would certainly wish to invest and have share in the enormous revenue accruing from this sector.

Other equally profitable aspect of cabotage trade which so far has received little attention and which obviously should attract our entrepreneurs interest are: fishing industry, passenger ferry services, towage, salvage, dredging (coastal and inland waterways), dry bulk (e.g. iron ore, coal, grains), general cargo (feeder and inland transport), container cabotage trade, shipbuilding and repair (shipyards, repair yards, emergency  repair facilities at anchorage), maritime insurance and financé (credit facilities for fleet and business expansion), and training schools for the respective skills required  in  manning and operation of vessels which will complement Maritime Academy, Oron.

In general, the cabotage regime will effectively remove the obstacles mounted by foreign operators against entry of new indigenous operators. If well implemented, it will promote the development and maintenance of an adequate and competent indigenous merchant

marine tonnage and competition among stakeholders operating under a  level  playing field. In addition to the foregoing, it is expected that the cabotage law will stimulate private/public sector investment in the development of maritime infrastructure such as ports, waterways and inter-modal connections, vital links to multi-modal transportation network, reliable and cost effective coastal feeder services. The enormous potential  for  job creation and the availability of a pool of trained and efficient  indigenous  seafarers will stimulate growth as a development cannot be overemphasized. Also, the availability  of indigenous fleet and seamen in times of conflict and effective policing of  the waterways would contribute greatly to national security. (Sekibo (2004).

Ihenacho (2004) opined that the mandatory registration of all vessels involved in the coastal trade in the special Register for cabotage would boost Nigerian tonnage which Nigeria desperately needs in order to have some leverage in international maritime negotiations. He said that several countries have openly attested to the benefits of  cabotage to their national economy and security. We are familiar with the statistics from the United States on the benefits of cabotage commonly produced  in  the  media.  President Bush in his 2002 National Maritime Day speech noted that America’s waterborne domestic trade totals one billion tons a year and emphasized  the importance  of cabotage to the nation’s economic well-being and national defence capabilities. The cabotage regime in Brazil saw the evolution of the Brazilian cabotage  merchant  fleet  from 500,000 grt. in 1970 to 3,500,000 grt in 2000. The volume of cargo in Brazil’s cabotage trade leaped from about 31million tons in 1994 to nearly  67million  tons  in 2000. Every country which operates cabotage regime has similar experiences  with  regards to the positive effects of cabotage in the maritime industry. It is expected that Nigeria should aim at recording similar successes.

CHALLENGES OF THE CABOTAGE ACT:
Nwokedi U. (2000) in his Seminar paper titled “Cabotage Law and the Oil Industry – The True Challenges” reviewed the activities in the Nigerian oil sector, the historical antecedents of the cabotage law and the practicability of the cabotage implementation without operational and tax incentives. The following is the excerpt:

“Nigerian is internationally classified as an oil producing country. It is OPEC’s sixth largest oil producer and certainly the most prolific producer in sub-Saharan  Africa. It has  a reserve estimate of about 33 billion barrels with a current daily production rate of about

2.6 million barrels of crude oil and condensate as determined by OPEC quotas, and the capacity to produce more. The production trend in Nigeria has moved steadily from the inland and Niger Delta regions to the shallow waters and it is now veering, not just into  the offshore areas of the territorial waters, but also into the deep offshore and ultra deep offshore areas of Exclusive Economic Zone. The recent  discoveries  offshore  Nigeria have been reported to be amongst the biggest or potentially the most prolific in the world. These include Shell’s Bonga Field, Total’s Amenam Kpono Field, Chevron Texaco’s Agbami Field and Exxon Mobil’s Erha Field. Gas is even potentially bigger, and most probably will be in years to come. Our gas reserves are in the region of about 185 trillion standard cubic feet. We even have a joint development zone with the Island of Sao Tome and Principe, which in time is expected to add to our reserve portfolio. When you add all this to the fact that 94% of the Country’s foreign exchange earnings come from its oil production, and the kind of capital investment that is required to develop some of these offshore fields, one will begin to appreciate the intense interest that is generated anytime any legislation or policy appears to affect the way business in oil industry is conducted.

The coastal trade or maritime vessel business leans heavily on the oil and gas industry in Nigeria. Today there are about 140 vessels servicing the oil industry  in  Nigeria. According to reports by the Nigerian Maritime Administration and Safety Agency (NIMASA) the oil industry accounts for about 90% of the business activity in the  maritime sector of the economy. That means that for any policy to be effective then, the  oil industry has to be brought under the ambits of this policy.

The Act should, all things being equal, be a driver for the development of indigenous tonnage. A close perusal of the law will also reveal that it is set out in the same mode as the Cabotage law in the United States, more particularly known as the United States Merchant Marine Act 1920 or the Jones Act. Although there are calls for its repeal, the

Jones Act has been hailed by its supporters as being very successful, and their assertions are backed by some hard figures. For instance, it is reported that the value of the Jones Act cargoes transported annually amounts to some $222 billion or about 3.3% of the GNP.

With regard to the Cabotage Act in Nigeria, two questions face us. The first is whether we can by way of an Act fulfill the aspirations of the Federal Government and by so doing achieve some measure of success in the avowed intention of the Act. The second one is whether the Act as presently couched can achieve this? These questions present the true challenges to the Act and may be identified thus:

HISTORICAL ANTECEDENTS:

Nwokedi (2000) observed that in the past, the Government had used the Law as a driver for economic development. Most notably, according to him, were the Nigerian  Enterprises Promotions Decrees of the Seventies, popularly known as the Indigenization Decrees, whereby Government reserved certain categories of businesses, some for exclusive Nigerian participation; others for limited participation by foreign companies. Initially the Indigenization Decrees were hailed and attended to by Nigerians with enthusiasm. It was done with a view, amongst others, to encourage a transfer  of technology to Nigerians. It was believed at the time that if Nigerians were in control of those companies, then we would acquire the expertise needed to run the economy. Nigerians acquired companies that were owned and managed by foreigners. In a few  cases, the chance of ownership was genuine, in others, Nigerians were set up  as  fronts  and they became content collecting a stipend annually and traveling first class when the income of company allowed it. Over time it became clear that the Indigenization Decrees were hindering proper development and that rather than investment growing, the companies were folding up. This led to amendments to the law in 1977 and 1989. Each amendment was actually a shift away from strict indigenization. By the amendment of 1989, the schedule of businesses reserved to Nigerians was reduced to one, with the provision at the time that an alien may be the owner of any enterprise specified in that  same schedule if the capitalization by the alien is not less than N20,000,000 (Note that at

the time the rate of exchange equated this to ($2 million). At this point it was clear that transfer of technology issues could not be legislated forcibly or otherwise achieved by administrative fiat. Thereafter, Government in promulgating the Nigerian Investment Promotion Commission Act moved away from the concept of enforcement to encouragement, bearing in mind that foreign capital is a sine qua non to  the success of  any such developmental policy.

The Oil Industry is replete with examples. For example, the reservation of oil exploration and prospecting rights to Nigerians was not emphasized as much as the indigenization issue. For a while the upstream sector of the oil industry was  controlled exclusively by  the multinational companies. That changed with the introduction of the Indigenous Exploration Programme whereby marginal and or otherwise dormant concession blocks were awarded to wholly and beneficially owned Nigerian companies with the initial stipulation that they were by the terms of the grant precluded from entering into arrangements with companies already engaged in exploration activities in Nigeria. This was done to open up the industry and bring in more participants into the upstream sector. The indigenous companies were given some latitude in the fiscal terms. Signature Bonus was placed at $1 million (which was a real bonus). At the  same  time  a  minimum standard by way of a work programme within a period of time was imposed on  them. They have to perform operations in accordance with good and acceptable  oilfield practices, or run the risk of losing their license. This way, the Government ensured that there was some integrity maintained in oilfield operations. It worked. The  better  organized indigenous companies immediately set about the business of exploration and production successfully. Others that could not get organized eventually had their licenses revoked. This programme brought many new participants  working  together  with Nigerian entities. The best-known example is Conoco, now Conoco-Phillips.  The company has gone from partnering indigenous companies to operating deep offshore concessions on behalf of the Federal Government and some indigenous companies, to participating actively in the second LNG project in Nigeria i.e. the Brass  LNG.  In addition it is worthy of note, that indigenous companies now  account  for about 10% of the daily production in the country and that everyday more truly Nigerian companies are

developing in exploration. I even understand that some of them have now started to  acquire concession interests outside Nigeria. The point here is that by a change of policy, Government created an environment that allowed Nigerians to enter the upstream sector, without having to restrict or otherwise prohibit the way the business was already being conducted.

Another example is the gas-flaring problem. At the time that the Associated Gas Re- Injection Act was first promulgated in 1979, the Government was more interested in penalizing as flaring and collecting fines. Fines were payable in hard currency per square centimeter of gas flared, in same way as royalties. For a while, it seemed more cost effective to companies involved to pay the fines rather than establish gas utilization schemes. Then by the creation of an  incentive  based  framework  by way of tax breaks and benefits the trend changed. For instance Section 4(a) of the Custom Excise Tariff (Consolidation) (Amendment) Decree of 1995 as amended by Decree of 1997 provided that any machinery, equipment or spare parts imported into Nigeria by an industrial establishment, engaged in the exploration, processing or power generation through the utilization of gas for its operations shall be exempted from custom duties set out in Schedule 1 of the Decree. Then in 1988 more incentives were created by way of amendments to the petroleum Profits Tax Act (PPTA) and the  Companies  Income Tax Act (CITA). The PPTA was amended by the Finance (Miscellaneous Taxations Provisions) Decree No.18 of 1998 and Decree No.30 of 1999. The CITA was  amended  by the Finance (Miscellaneous Taxation Provisions) Decrees Nos. 18 and 19 of 1988, and No.30 of 1999. The package of incentives included capital and investment allowances for gas utilization projects, tax holidays for periods of up to five years, including zero tax for aspects of gas utilization. Tax deductions on interest payable on any loan obtained for  a gas project subject to the prior consent of the Minister. Other incentives  include exemption from payment of value added tax, ordinarily payable on goods and service, for plant, machinery and equipment purchased for utilization of gas in  downstream operations.

The Nigeria LNG (Fiscal Incentives, Guarantees & Assurances) Decree of 1989  is  another good example of legislation or policy in Nigeria that has been a catalyst for effective economic change. For many years, the LNG project was a wonderful idea on paper, as such it was discussed endlessly, but nothing happened until a set of incentives were created and enshrined into law by the inclusion of a schedule to the Act titled “Guarantees and Assurances to Nigeria LNG and its shareholders”. For instance, the decree included from the onset, the tax incentives that were immediately applicable to the project. It conferred a “pioneer status” on the joint venture company established for this purpose, and granted it a 10 year tax relief from the date of the first delivery of LNG to overseas buyers. Further, it allowed profit derived from NLNG shipping business to be exempted from tax and also provided for tax deductible interest on loans obtained for this purpose.

It is observed that the Cabotage Act as presented is  purely regulatory and  restrictive. There are no incentives for compliance with the Cabotage aspirations of the Government. What you have are more levies, fines and taxes to add to the bottom line  of  doing business in Nigeria. Section 43 of the Act which provides for a 2% surcharge on contract sums is yet another tax in a system that is already heavily tax laden. There is a need to reconcile the long term benefits of true and effective indigenization in this area, with the immediate short term gains of a levy based system. In the light of the examples cited above, the relevant authorities may wish to consider that creating an incentive based structure for both foreign and local maritime operators, could add impetus to  the  Cabotage effort. We note further that an  environment that encourages by way  of incentives and benefit would ultimately work better than one that restricts, prohibits and penalizes.”

CAPACITY BUILDING:

Infrastructure and capacity building is another challenge.  Nigeria does not  yet  possess the infrastructure. The discretionary waiver system is in recognition of the fact that we do not yet have the capacity to develop our own tonnage. The Act therefore, would grant waivers and collect a waiver fee in lieu. The waiver is stipulated to be for a period of one

year. For now the vision is clear and the zeal is real. But what happens  when  the architects of this effort have moved on and people that do not share the same vision and have the same zeal take over? There is a chance then that the waiver system may become another checkpoint. Examples can be taken from the immigration provisions in our laws.  A condition precedent for the grant of an expatriate quota is that Nigerians  must  be trained to take over from the expatriate within a few years. We all know that it does not work like that. Quota positions are generally renewed on application for years on  end, upon payment of the statutory fees. The requirement to train a Nigerian is no longer  strictly followed or adhered to.

Part 8 of the Act, that is, the Cabotage Vessels Financing Fund should also be considered in the sense that it would be adverse to our efforts if the necessary vessel repair facilities were not in place. Capacity building should be all inclusive with maintenance and repairs being an essential part of it. Presently, vessel operators turn to Cameroon, or Ghana, or South Africa, for repairs and maintenance. In this sense capacity building should also include fabrication yards and dry docking  facilities. As  premised earlier, our cabotage  law is similar to the US’s Jones Act. However, we must be mindful of the fact that when the Jones Act was passed in 1920, the US was already a major manufacturing country,  with a sophisticated private and financial sector. And for this reason it worked.

Our Act indirectly challenges not just the  vessel operators or the oil or maritime  sectors  of the economy, but also the Federal Government to initiate and sustain the necessary infrastructure for the success of this Cabotage programme. The Act as it is now works against this. Section 44 and 45 of the Act are ambiguous and unrealistic. Our experience has shown that government does not disburse funds early. In  an  era  of  commercialization, there should be some degree of autonomy in taking decisions towards capacity building once the guidelines have been laid down.

The specialized nature of offshore exploration operations, and the high costs involved means that the Exploration and Production companies will set their standards and demand that those standards be met. From a business point of view, if a company invests sums in

excess of say, $2 billion to develop a concession, then the engineering standards required to maintain the integrity of the operations will be high. The challenge here is how many Nigerian vessel operators can effectively and consistently meet those standards? One should also ask if the Government has plans to assist the  acquisition  of the  requisite skills.

OVER REGULATION:

There is a danger of too much regulation.  Too  many Government Regulatory Agencies  all collecting levies and charges. As it is operators will be dealing with Customs, Ports Authority, FEPA, Immigrations, DPR, Navy, SSS, Police, FIRS, and now the Special Enforcement Unit of the NIMASA.

According to Ndikom (2004) the sorry state of our indigenous capacity has not been for lack of laws or lack of Government policies. One would recall the acquisition by government of a fleet of twenty nine vessels in the late 70’s and the Ship Acquisition and ship building Fund set up under the National Shipping Policy of 1987.

The Government is very conscious of the factors that contributed to the failure of those initiatives. She intends to learn from the mistakes of the past and work  towards  the success of the cabotage regime. She therefore identified enforcement as one of the fundamental challenges, which must be properly executed for  an  effective implementation of the cabotage law. Effective enforcement has been the bane of much good legislation in Nigeria. It is his honest hope and expectation that this law does not suffer such fate. Extensive and practical enforcement provisions  are provided in the Act  in order for the cabotage Act to achieve its laudable objectives. It  has provisions to  curb  if not completely eliminate subversive practices by stakeholders. The ownership criteria are indeed very rigorous and any contravention of those provisions is criminalized in the Act.

TONNAGE AVAILABILITY CONSTRAINTS:
Ihenacho (2004) stated that a successful cabotage regime in Nigeria would essentially require to be conditioned on the availability of Nigerian owned, registered and crewed

vessels of the appropriate market role and description. Given that  the  main  market vectors for the Nigerian cabotage trade consists in the operational requirements for tanker vessels as well as offshore support craft, Nigerian shipping interests would invariably require to develop an indigenous shipping fleet of the appropriate market role description and capacity in order to be properly positioned to take full advantage of the cabotage law. Ships however cost a lost of money to acquire and the source of funding would therefore need to be adequately addressed.

FINANCING CONSTRAINTS:
Ihenacho (2004) identified lack of finance as one of the challenges and constraints  that  the local operators have to contend with. According to  him, capital intensity  is  a generally acknowledged characteristic of shipping services production, whether  considered in the context of international or coastal application. In the context of our current effort to optimize our cabotage potentials, the point must be made regarding the need to provide adequate funding support for asset acquisition  if the expected results are to be achieved. Ihenacho made the following suggestions as a way forward:

Financing for equity participation:

Apart from the funding requirements for ship acquisition, it must be borne  in mind that given the apparent balance which currently exists between supply and demand factors in Nigeria’s coastal cabotage trade, some of the funding requirements for cabotage market entry may well be for the acquisition of equity interest in existing shipping businesses rather than in the acquisition of additional physical assets which may subsequently be added to existing stocks. The problem of undercapitalization of Nigerian banks in relation to the high asset values required for vessel acquisition has been fully dissected in contemporary Nigerian shipping literature. The problems of an adverse interest rate regime in  the  Nigerian financial environment have also been fully elucidated;

Possible Sources of Funding:

In the light of the foregoing, it would seem that there is a need to make provision for a reliable source of funding for the vessels to be acquired under  cabotage. Large sums of money are required in foreign currency and to be delivered to borrowers at a rate of interest which would have to be competitive in relation  to the cost of funds in the international finance centers. Nigerian banks certainly cannot fund shipping investments with their shareholders funds for obvious reasons. One of the quickest ways  to  financially jump start the cabotage process  in the current circumstances would be to press into use, any funds which may be available under the operation of the historical SASBF. However, funds sourced from international financing institutions by Nigerian banks acting on behalf of Nigerian operators may subject to future refinement, become  the  preferred  method of financing cabotage asset requirements.

HUMAN RESOURCE CONSTRAINT:

According to Ihenacho (2004), Human Resource Constraint is identified as a problem capable of undermining the effective implementation of the cabotage law because a national fleet cannot become established without a related programme for the training and certification of the technical factors required to man and operate the vessels to  be  acquired under the cabotage regime. As Nigeria has recently attained membership of the IMO’s White list, an effort should be directed to restructure MAN, Oron’s curriculum to enable it train cadets from induction through to the  issuance of sea-going certificates by the Institution.

INSTITUTIONAL FACTORS:

Implementation and Enforcement:

No matter how good a law may be, if the implementation is not properly conceived, the chances are that the full impact of its promulgation  may  not be fully realized. Implementation and enforcement of the Nigerian Cabotage laws would require necessary co-operation between the Nigerian Transport/shipping administrative Authority and the ‘real’ indigenous industry operators in

fashioning out practical workable guidelines in regard to how the cabotage regime would best be administered.

Corporate capacity constraints and development programme  for  Nigerian Shipping Companies:

In addition to the requirement to assist indigenous shipping companies  to buy  ships and to train Nigerian  seafarers to STCW standards, it is believed  that  there is need to facilitate the corporate training of existing Nigerian  Shipping Companies in the business of shipping management. This training can be done through the NIMASA sponsorship appropriate seminars and workshops on relevant ship management topics. The availability of this corporate training assistance would facilitate a rapid shortening of the lead time for the attainment of ship management proficiency wherever the opportunity for ship owning materializes for such companies.

ADVOCACY
SAN counsels Indigenous Operators on Cabotage (Daily Independent, Thursday, June 14, 2007; C7):

“The Shipping Association of Nigerian (SAN) which is the umbrella body for all multinational shipping interests in Nigeria advised  indigenous  shipping companies to embrace partnership and jettison the age long sole proprietorship which is common among Nigerian Shipping Companies and ship-owners in the interest of growth of indigenous participation in shipping operations and to take advantage of the opportunities provided by the cabotage law. The Chairman of SAN commended the Government for promulgating the law and NIMASA for the implementation but noted that Nigerian Ship-owners for whom the law was made had not benefited much from the law. He emphasized that “The real indigenous ship owners need support. In America, Europe and even  in  the  Far  East, Cabotage is  an essential element of the industry growth of any nation.  You have  to allow indigenous capacity to find its footing. You have to support them”.

While acknowledging that Cabotage Vessel Financing Fund is a good step, he pointed out that the fund is too small to buy any good ship and advised that government should either provide the money or guaranty the loans.

Osifo (2007) said that Indigenous operators will need to come together because shipping is a very expensive enterprise and the scenario where everyone wants to have his own company and be the chairman does not make sense. He pointed out that Nigerian operators are competing with giants; some of who are  very old  in  the business and maintained that until indigenous operators come together, they would continue to have problems participating even in cabotage business.  He added that as much as NIMASA is being commended, they agency still need the support of government and cooperation of operators to ensure that the essence of enacting the law in 2003 is not defeated. According to him the stating point for NIMASA may be to encourage local operators to charter vessels. He advised that government may say that most of the projects which it is going to pay for should e carried by indigenous operators. That is the only way they can  grow.  To be  able to win the confidence of both government, NIMASA and other  players,  indigenous ship-owners should come together to demonstrate their seriousness to take full advantage of the Cabotage law”, he insisted.

ENHANCING LOCAL CONTENT IN MARINE AND SHIPPING SERVICES:
In its determination to enhance local content in marine and  shipping services  in the oil and gas industry, the Federal Government has set up a Presidential task- force known as the Nigerian National Petroleum Corporation(NNPC) Working Committee on Shipping and Marine Services under the auspices of the NNPC to come up with an ideal blue-print that will facilitate the development and  immediate implementation of a framework of government policies to encourage  the growth of the “Nigerian Content” in the  shipping and  marine services of the oil and gas industry in this country.

AIMS OF THE FEDERAL GOVERNMENT ON LOCAL CONTENT:
According to the report submitted by the Presidential Task Force known as NNPC Working Committee on Shipping and Marine Services published by Nigerian Chamber of Shipping Maritime Digest No.2 Vol.1 (2005), it is noted that the Federal Government’s goal is to reach a target of at least 45% Nigerian content by the end of the year 2006 and 70% by the year 2010. The researcher noted that the following observations and recommendations made by the  Presidential  Task Force under the auspices of NNPC are very relevant to this study:

The Federal Government directives specifically stated the following:

FEED and detailed engineering for all projects are to be domiciled in Nigeria by the end of 2005.

All fixed (offshore and onshore) platforms to be fabricated in the country to maximize the utilization of local fabrication  yards, henceforth fabrication of all piles, anchors, buoys, jackets,  bridges,  flare booms and similar structures are to be fabricated in Nigeria.

All FPSO contract packages are to be bid on the basis of carrying out integration within the country from mid 2006.

Domestication of all seismic data processing projects should  be effective from the end of 2005.

Domestication of all Reservoir management studies effective  by  the end of this year 2005

Any clauses that create impediments for an/or exclude participation of local companies should not be included in any ITT.

Harmonize and apply international codes and standards to  support utilization of locally manufactured products such as paints, cables, etc.

to improve capacity utilization in local industries by the second quarter of 2005.

The reasons behind the latest attempts by the Federal Government to create such reforms are many. Positive and concrete steps have long been overdue. Attempts were made to improve, judging by the previous initiatives, which have apparently failed to demonstrate much improvement in the Nigerian shipping industry. These initiatives include the following:

Section 9 of the National Maritime Authority (NMA) Act sets out a target of at least 50% of cargo for national carriers.

The general condition of sales of Nigerian crude permits NNPC to  sell 50% of crude on CIF basis by giving 90 days notice.

June 1997 NNPC/NMA Memorandum proposed to set in place  measures  to ensure that Nigerian-flagged vessels participated in sales of crude.

Nigerian Shipping Policy Act, 1987 sets a target of 40% of cargo to be carried by Nigerian shippers.

Commitment on the part of foreign partners to collaborate and enhance their indigenous stakeholders, (there are already such arrangements with 2 or 3 shipping companies where the Norwegian partners are providing opportunities and training with a view to empower their Nigerian partners within a period of 5 years).

Most of the market is obviously dominated by foreign-flagged vessels in contradiction of the cabotage rules. These cabotage rules are being strongly opposed and oppressed by the foreign controlled  companies  who  are behaving like a mafia unto themselves by trying to bar Nigerians from intruding into what they have come to claim to be their terrain.

There is a sublime manipulation of the rules. For instance, the bidding  rules require that a vessel is already owned before one can even bid, therefore locking

out Nigerian interests because Nigerians cannot afford to have idle investments in vessels, they are usually in use for carrying freight and other types of work, etc.

Firstly, the situation with coastal shipping is that:

9 coastal tankers in the Pipelines Products Marketing Company (PPMC) fleet are completely foreign-flagged.

The fleet of about 15 tankers serving the majors and the independents are 80% foreign flagged. The Nigerian share of a market estimated at $100 million a year is only about $12million or 12%.

Secondly, the situation with bunker supplies is:

Foreign vessels because of the non-issuance of bunkering licenses undertake most of the legal trade in bunkers.

This has forced most of the Nigerian trade to go underground.

This is approximately a $250 million market and can earn  foreign exchange from countries all across West Africa.

Thirdly, with international shipping:


Although NNPC is entitled to sell about 60% of oil exports on Cost Insurance and Freight (CIF) basis, they actually only sell on Free On Board (FOB) basis, thus creating zero Nigerian content.


Despite the fact that the Nigerian Liquefied Natural Gas (NLNG) owns a large and growing fleet, so-called indigenization of manning has been very slow, therefore minimizing the multiplier effects of investment in the Liquefied Natural Gas (LNG) fleet on the Nigerian economy.


The relatively insignificant refined oil by-products such as Low Pour Fuel Oil are also sold and shipped on mainly foreign vessels.

The problem continues with Marine Services as well:

There are hardly any fully functioning docks. The only serious docks are Nigerdock and Starz, while the naval docks are basically under-utilized.

The docks in Douala, Abidjan and Dakar earn substantial revenues from the Nigerian based fleet.

The only marine support is Onne.

The blame is to be placed on many reasons created by what could be said to be known as ‘the Nigerian factor’. This could be anything from:

The lack of political will to implement previous policies.

Persistent neglect of the Nigerian maritime sector over the years.

Mismanagement of the Nigerian National Shipping Line (NNSL)), which provided good training ground for marine skill.

Misuse of previous initiatives such as the defunct Ship Building and Ship Acquisition Fund (SASBF) run by the NMA.

Preference of foreign shippers for crude and product shipments for none- national reasons.

RECOMMENDATIONS:
Several recommendations have been brought forward by various stakeholder groups and individual members with both the private sector and government bodies:

Regulatory:
Grant automatic certification to Nigerian-flagged vessels under the cabotage law regime.

Rigorous enforcement of the cabotage rules by offering “right of first refusal” to Nigerian-flagged vessels for both coastal and international trade.

Rely on a rigorous classification regime by bodies such as America Bureau of Shipping (ABS), Bureau Veritas 9BV), Det Noske Veritas (DNV), etc. for determining the suitability of the vessel rather than the arbitrary 15-year rule since the age of a vessel is not always the best indicator of its state.

Permit owners of national-flagged vessels to bid for work without first owning the vessel against say 2% performance bond.

Streamline and expedite implementation of requirements for the flagging of Nigerian vessels to ensure efficient re-flagging and registration of

Nigerian vessels by cutting down on the bureaucratic activities and adequate funding of NMA.

Fiscal :
Exempt charter fees from 10% withholding tax since this presumes a profit margin of 33.5%, which is not always the case.

Reduce the import duty on “small” vessels (carried on board other vessels) to a flat 2.5% rather than duties etc. that currently amount to over 20%.

Exempt large  vessels, which come in on their own steam from import  duty, as most foreign ships are on a temporary import and pay no duties, to provide a level playing field.

Exempt income from international shipping on Nigerian-flagged vessels from tax, as is done in Singapore.

General:

Re-establish the NSAF by lending money to banks for onward lending to shipping companies on commercial terms.

Enhance capacity building by funding the National Maritime Institute at Oron properly.

Coastal Shipping
Adopt very aggressive policy on Nigerian-flagged vessels once available to ensure that Nigerian shipping companies have the exclusive right to all transportation of petroleum liquids within Nigerian coastal waters.

ii)
Encourage locals with term charters rather than voyage charters so that the risk on non-use because of unavailability of products is borne by PPMC rather than vessels owners.

iii.
This will increase local value added from $12 million to over $60 million a year.

International Shipping:

Give directive to oil traders/3rd party buyers to give first right of refusal to vessels owned by Nigerian-owned companies.

Encourage the participation of foreign shipping companies through collaborative ventures with Nigerian companies and encourage skills transfer.

Encourage the use of Nigerian-flagged vessels by issuing say for example, 15 years letters of intent or contracts to willing and capable Nigerian companies to facilitate the acquisition of Nigerian owned tankers and  LNG vessels.

Nigerian shipping companies should be given priority in the transportation of technical aid/bilateral and African regional petroleum cargo.

Bunkers:

Issue bunkering licences to credible Nigerian companies.

This will encourage legitimate investment in legal bunkering rather than  the use of bunkering vessels for criminal activities.

iv.
Allocate products officially to the licensed bunkering companies to enable them to function effectively. This will de-criminalize bunkering.

The implementation strategy in International Shipping has been considered thus:

NMA/NNPC to clarify requirements for shipping companies to participate and pre-qualify companies.

Final decision on the basis of competitive bidding amongst pre-qualified companies.

Develop a petroleum cargo support scheme to facilitate the development of Nigerian shipping companies to participate in identified market segments.

Possible criteria for accredited shippers for crude exports:

Adequate insurance cover for the hull and machinery and P & I cover for the cargo.

Joint venture with reputable foreign shipper facilitating access to suitable vessels. Within 3 years this is to be amended to include ownership of at least one suitable vessel.

Individual companies/consortia to be properly organized to minimize “keyman” risk.

Risks and Mitigates:
*Vessel standard risk:

NMA to ensure that all vessels meet current Safety Of Life At Sea (SOLAS) and environmental pollution guidelines such as “double hulls” maintenance of class etc. This will ensure that accredited vessels are compliant with laws such as the US Oil Pollution Act.

*Cargo loss risk:

Cargo loss/P & I insurance through internationally acceptable parties will ensure that the nation’s crude revenues are not endangered. Shipping companies will arrange suitable insurance to ensure that cargo is safeguarded.

*Technical capacity risk:

Capacity does exist locally where there are gaps, this could be bridged in the short-term by joint ventures with credible international companies.

*Loss of revenue to Federal Account:

The Cost Insurance & Freight (CIF) contract will require payment to the Federal Account on presentation of original Clean Shipped Tanker Bill Lading.

*Lien on cargo:

Under international shipping practice, once goods are shipped on board a “common carrier” the seller’s liability ceases, so creditors cannot place a lien on the cargo of crude for debts owed by Nigeria. This is more so when shipping companies are private and not government owned, as was the case with NNSL. Title passes as soon as cargo passes the tankers manifold flanges.

In conclusion, the benefits of the proposal could do nothing but good to the Nigerian economy, for example:

Substantial amount will accrue to the economy in freight earning from both local and international trade. This is estimated at between $800 million and $1.2 billion per annum.

Development of Nigeria’s tanker fleet associated transfer of technology;

Provision of ready and  available  tanker fleet providing strategic control over the direction of the oil trade and assuring national security in times of blockades, regional conflicts, etc.

Empowerment generation and training for restive youths.

PRACTICAL EXAMPLES OF COUNTRIES THAT PROMOTE LOCAL CONTENT IN OIL AND GAS:
BRAZIL;
Fifth upstream bidding round, held in march 2003 Upstream participants required to provide a minimum of 30% local content and services in bids for offshore licenses and 70% for onshore weightings given to the factors determining the winning bid.

*Before: Bonus offered over minimum price for block 85% local content 15%

*Now: Local content and services 40% Bonus 30%

Maintenance exploratory programme 30%

CANADA:
*Canada Oil and Gas Operation Act 1988.

*Employment of Canadians and use of Canadian goods and  services.

*Before authorizing any work or activity under paragraph (1) (b),  the

National Energy Board shall require the submission of a plan satisfactory to the National Energy Board for the employment of Canadians and for providing Canadian manufacturers, consultants, contractors and service companies with a

full and fair opportunity to participate on a competitive basis in the supply of goods and services used in that work or activity.

*Affirmative action programs;

The National Energy Board may require that any plan submitted pursuant to subsection (2) include provisions to ensure that the disadvantaged individuals or groups have access to training and employment opportunities and to enable those individuals or groups or corporation owned or cooperatives operated by them to participate in the supply of goods and services in the work program for which the plan was submitted.

THE UNITED KINGDOM:
*Supply Chain Code for practice:

To secure more efficient, less adversarial contracting practice.

*Supply Chain Champions:

*Identified individuals in operators, major contractors and suppliers, senior enough to make his/her management directly aware of related issues and to act as the point of contact for any company that feels its treatment is at odds with the stated policy of the customer.

WESTERN AUSTRALIA:
*Existing Western Australia practice in State agreements eg. North West Gas Development (Woodside) Agreement Act 1979, with joint ventures obliged to:

Employ local expertise and labour

Give local enterprises reasonable opportunities to tender or quote.

Where possible give preference to local enterprises where price quality, delivery and service equal to or better than what is elsewhere.

All “so far as reasonably and economically practicable”.

To secure that own contractors respect same obligations.

Report to Minister when requested.

Also, it is interesting to note that Singapore, a country smaller than Lagos, generates so much income from shipping alone. Possibly more than what Nigerians get from oil. To show you how much revenue can be generated from shipping to improve Nigerian economy.

As a result of the regular and rather intense meetings of the “NNPC Sub-Committee on Shipping and Maritime Services”, key questions have been asked and answered:

What have been the key reasons for low achievement of Nigerian content implementation within your industry sub-group to date?

Lack of political will to implement relevant provisions of United Nations Conference on Trade and Development (UNCTAD) Directives on shipping Cabotage Act, Shipping Policy Act and NMA Act.

Unwillingness to grant local shipping companies, meaningful (say 10-15 year) contracts that will facilitate vessel acquisition.

Personal interest of key functionaries in retaining the status quo of foreign shippers dominating the market.

What are the four major initiatives that should be taken to achieve Federal Government’s directive for your industry sub-group?

Enforcement of the relevant laws, National Maritime Authority Act, Cabotage Act, Nigerian Content Consultative Forum Industry Sub-Committee Break Out Sessions Shipping services sub-committee April 2005.

Granting Nigerian flagged vessels/shippers the first option on all available cargoes.

Resuscitation of Ship Building and Acquisition Fund and routing the money through Central Bank of Nigeria (CBN) and the banks to ensure that only credible users can access the funds.

Implementing shipping friendly fiscal policies such as waiver of import duties, tax exemptions on international shipping income and waiver of with-holding taxes on charter party fees.

List the three major dependencies that would determine the successful achievements of set targets?

Diligent implementation of government initiatives on shipping such as the Cabotage Act, UNCTAD directives and Nigerian Shipping Policy Act.

Urgent resuscitation of the Ship Building and Acquisition Fund with the banks taking the credit risk on the drawings from the fund.


Encourage  transparency in  the placement of all  freight contracts for the oil
and gas industry.

Other strongly voiced recommendations that could well tighten the Nigerian content implementation tactic is the local-flagging of a great majority of vessels on Nigerian waters, thus imposing an obligation on manning. Nigerian flagged vessels are an advantage to the economy, because the conditions attached include things like the provision of employment o Nigerians. Incorporating an Employment Law clause (similar to that in UK Immigration Law) that would only employ foreigners if after proof of extensive nationwide advertising, no Nigerian expert in a particular field was found to be able to perform a particular job description.

Another proviso could be also to ensure that only Nigerian equipment is used, unless, again none could be found to be manufactured in the country and we were  forces  to import same.

This led to the further recommendation that there should be a pressure group that will ensure compliance with the law, a strong monitoring body such as a joint committee of NMA, NNPC and the private sector. They should each provide a designated monitoring team to work together.

In conclusion, the Presidential Committee noted that in foreign countries with substantial shipping facilities, their respective Governments empower the indigenes to  lift crude oil  or whatever else is available. Support is  meted out by their banks and insurance

companies also. From all indications, Nigerian banks are willing to offer financial assistance once they are assured of long term government empowerment. It  is  a  very valid possibility and has been proved successful in Nigeria using examples like the communications industry (i.e. GSM) and in engineering.

The Committee also noted that a minimal number of oil-lifting indigenous  companies  with their own ships do exist. For example, companies such as  Zenon,  Genesis Worldwide Shipping and Sahara. This country is desperately in need of a substantial amount of oil-lifting indigenous companies to justify its being one of the largest oil producers in the world and a member of Oil Producing Exporting Countries (OPEC). Nigeria, as was pointed out earlier, happens to be the only OPEC member that does not even participate in the freight of petroleum liquids. (culled from pp.3-8 of Nigerian Chamber of Shipping MARITIME DIGEST NO..2 Vol.1).

VESSEL OPERATING ASSISTANCE PROGRAMME:
Amiwero (2005), in his seminar paper captioned “Nigerian Maritime Development, a comparison of Cargo Reservation” made the following observations –

Although the cargo preference programme is generally recognized as an important pillar  of US Maritime policy which sustains other programmes for maritime development and sustenance of infrastructure and its protection, the Nigerian similar programme which is captured in Section 9, 14 and 18 of Nigerian Shipping Policy Act of 1987 has been suspended even though, legally speaking, the law still subsists and  can still  form  the  basis of reviewing the cargo reserve policy which is still practiced by the  biggest  maritime Nation in the world.

According to him, the springboard of any successful maritime operation in any nation depends on the reservation of a certain percentage of cargo for indigenous shipping operators as practiced by all other nations who are highly involved in the international seaboard trade competition.

SUSPENDED SHIP ACQUISITION AND SHIP BUILDING FUND:
With regard to the suspended Ship Acquisition and Ship Building Fund, Amiwero (2005) noted that the American Federal Government has a Maritime Development Fund  under  the Merchant Marine Act of 1986, which had been the basis under which the US subsidy policy was built, and contained various subsidies, incentives  and promotional programmes to develop the maritime industry.

The Nigerian similar programme that is captured in Section 13 of Nigerian  Shipping Policy Act of 1987 tagged “Ship Acquisition and Ship  Building Fund”  was  suspended due to abuse in the process of appropriating the fund. By information, similar problems exist in the appropriation and management of funds in the United States amounting to default as stated below:

Federal Ship Financing Fund

17 default since inception –paid out $248.2 million

$50 million was associated with the 1978 bankruptcy on subsidized liner operator from $248.2 million to $155 million.

Five companies defaulted in fiscal year 1983 resulting in fund loses of$55.7 million.

And advance of $31 million has continued to be made to 17 companies.

The point to note here is that the default situation in America and other nations did not suspend the subsidies, incentives and promotional programmes. It did not lead to suspension or cancellation of the capacity building programme of their various governments.  Instead they reviewed the legislation and  the concept design, to take care   of the existing loopholes in the system so as to keep the maritime system afloat.

The suspension of the two vital functions of cargo preservation in reference to section 9,14,18 and Section 13 for Ship Building and Ship Acquisition Fund of the National

Shipping Policy Act of 1987 has created a serious vacuum in the country’s maritime development that has suffered serious set backs.

Nigerians must notice that the two major functions are the principal functions of the Nigerian Maritime Administration and Safety Agency (NIMASA) based  on  its  status. The collection is still going on while the original programme has been suspended bearing in mind that the levy was paid by shippers on all freighted inward and outward cargo as  the law which established the fund is still in our statutes book and not abrogated. The  Fund is to be applied for the development of the maritime industry.

The development of the maritime industry is to create jobs and increase the country’s participation in maritime trade through the fund as stated in the statutes. The suspended fund should be reactivated and used for the purpose as contained in the law that established it; he concluded. (page 13 of NCS Maritime Digest No.2 vol.1 refers).

CHAPTER THREE
RESEARCH METHODOLOGY:
DATA COLLECTION:

In carrying out this research study, both primary and secondary data were used.

3.l.1
PRIMARY DATA:

This involved obtaining information by means of circulating questionnaires to the target audience who are industry stakeholders and who are also considered knowledgeable on the subject being investigated. Apart from questionnaires busy industry chieftains who were not chanced to complete the questionnaires were personally interviewed and personal observations were also vital in the study.

SECONDARY DATA:

This involved the collection and examination of  available  data  (usually published) of relevance to the research project at hand. They include relevant textbooks, journals and periodicals, seminar papers and lecture notes on maritime industry and cabotage regimes in the advanced maritime nations in general and Nigeria in particular. Amongst such literatures were outcome of studies conducted by some Consultants to NIMASA and some independent authors on Cargo  Support Programmes, Fleet Expansion, Local Content Capacity Development, Maritime Cabotage Policy and Law and Advocacy and Recommendations for successful implementation of the Nigerian Cabotage Act.

THE QUESTIONNAIRES:

The questionnaires were designed in two parts – Part ‘A’ relates to  the respondent’s personal data and experience while Part ‘B’ was directed to the topic of the study.

The questionnaires were designed in close ended manner.  The  questions  were thus framed in objectives form so as to allow for a ‘Yes’ or ‘No’ answer. This is done to enhance objectivity on the part of the respondents.

INTERVIEW:

The interview was done to supplement the questionnaires. The essence of the interview was to talk to respondents who have no time to complete the questionnaires.

OBSERVATION:

This method is based on personal judgement, although the probability of prejudice cannot be ruled out on the part of the researcher. However, the observation was used to actualize the progress and direction of the interview.

CONDUCT OF FIELD WORK:

The field work covered a period of four weeks. In the course of the field work, questionnaires were designed and distributed to Top and Middle Management staff of selected indigenous shipping companies under the umbrella of Indigenous Ship- owners Association of Nigeria and Nigerian Shipping  Companies  Association who, were believed to have knowledge of the cabotage law objectives and technicalities and the implementation. Request letters were also sent to organizations like NIMASA (Cabotage Dept and GIS), DPR, PPMC, NAPIMS, NPA and Nigerdock soliciting for supply of special statistical information considered relevant to the success of the study.

NPA prompt response and cooperation is commendable. PPMC also responded and Nigerdock could not give documented statistics but verbal and vital information on the activities of the Shipyard during a visit to the Dock Superintendent. DPR did not  cooperate despite several visits to their office. NAPIMS did not respond. Getting data out of NIMASA was as hard as an elephant passing through the eye of a needle. However  after several visits and persuasion the researcher managed to get feedback on some of the requests made on the Establishment.

POPULATION OF STUDY:

There were 35 shipping companies on the membership list of the Indigenous Ship- owners Association of Nigeria and 30 on the list of the Nigerian Shipping Companies Association most of which had gone underground due to lack of capacity and capability to face the harsh maritime business conditions. The staff of these companies was made up of Top Management, Middle Management level, Senior Staff and Junior Staff levels. However, the target population for this study was the Top and Middle Management levels due to the complexity of the subject “cabotage” which is new in the Nigerian maritime lexicon.  The  questionnaires were restricted and administered to a population of 50 Top and Middle Management staff of selected shipping companies that are still afloat and based in Lagos as a lot of the companies on the membership lists have gone moribund and no longer in business while some have relocated out of Lagos for, may be, operational conveniences. The choice of top and middle management staff is because the subject matter being evaluated is new and strange to most industry employees particularly within the lower cadre and it would be of no use serving questionnaire on somebody who is not knowledgeable about the subject being investigated. Also, it would have been time consuming with very high financial implications if questionnaires were to be administered to all the employees of the selected companies. To avoid the extra cost and still arrive at almost the same result, a combination of stratified and simple convenience sampling systems was used.

STRATIFIED SAMPLING SYSTEM:

In this system, a sample is selected from every sub-group called “strata” of the population in at least one stage of the procedure. The basis for constructing the strata include some of the following properties e.g. sex, age, level and marital status.

Following this system, the total population of the Management staff of the companies was divided into sub-groups (strata) using the levels as the basis for division. The advantage of this procedure is that the sample will be representative of all the groups that can discuss the subject matter “Cabotage”.

SIMPLE CONVENIENCE SAMPLING SYSTEM:

In this system, every member of the population has an equal choice of being selected. By using this method, the researcher is being objective and result oriented.

Since a lot of fund was put to produce the questionnaires the researcher had to be prudent in order to ensure the best use of the questionnaires so as to get best result for the project.

METHOD OF DATA ANALYSIS:

The data is to be analyzed with the use of these methods of data analysis:-

Simple percentage.

Pie Chart for is used for data presentation as explanatory model for the variables used in this very study.

Chi-square analysis and decision rule was the main model used for the analysis and interpretation of relationship between variables and test of hypothesis for this study.

Formulae for Chi Square ( X2 ) = ∑ (fo – fe)2
Fe

Where fo
= the observed frequency fe
= the expected frequency

∑
= the summation

CHAPTER FOUR.

RESULT AND DISCUSSION

RESULTS OF DATA ANALYSIS AND TESTING OF HYPOTHESIS TABLE 4.1 – GRADE DISTRIBUTION OF RESPONDENTS

Interpretation.

1 = Top Management

1
= Middle Management

The pie chart shows that the top management with 227 degree is very high and more impressive than the 133 degree response from the middle management.

CHART 4.1 presentation of grade distribution of respondents.

TABLE 4.2 - DEPARTMENTAL DISREIBUTION OF RESPONDENTS

	Variables
	No. of response
	Calculations
	Degree

	Finance
	5
	5 ∕ 27 * 360
	67

	Admin
	8
	8 / 27 * 360
	106

	Shipping
	10
	10 / 27 * 360
	133

	Technical
	2
	2 / 27 * 360
	27

	Marketing
	2
	2 / 27 * 360
	27

	
	27
	
	360


Interpretation.

1 = Finance

2 = Admin

3 = Shipping

4 = Technical

5 = Marketing

Chart 4.2 - PRESENTATION OF DEPARTMENTAL DISTRIBUTION OF RESPONDENTS
From the above analysis and presentation, the variable (shipping) has the highest degree  of respondents with 133 degree, followed by the administrative department with 106 degree. Finance is next with 67 degree. The rest two departments technical and marketing scored equal marks with 27 degree each.

TABLE 4.3 GENDER (Sex) OF RESPONDENTS.

	Variables
	No. of responses
	Calculations
	Degree

	Male
	25
	25 / 27 * 360
	333

	Female
	2
	2 / 27 * 360
	27

	
	27
	
	360


Interpretation.

1 = Male

2 = Female

Almost all the respondents are male with 333 degree leaving the female with 27 degree.

Chart 4.3 – presentation of gender distribution of respondents. TABLE 4.4 – MARITAL STATUS OF RESPONDENTS.

	Variables
	No. of responses
	Calculations
	Degree

	Married
	27
	27 / 27 * 360
	360

	Single
	0
	0
	0

	Total
	27
	
	360


Interpretation.

1 = Married

2 = Single

Table 4.4 shows that 100% of the respondents are married.

 SHAPE  \* MERGEFORMAT 




Chart No. 4.4 – presentation of the marital status of respondents. TABLE NO.4.5 – QUALIFICATION OF RESPONDENTS.

Interpretation.

1 = BSc/HND and above

2 = COC in Marine Engineering / Navigation

3 = OND and others

.
Chart
No.4.5
-
presentation
of qualification of respondents

From the above data, the variable with the highest degree is B Sc./HND and above.

It has 280 degree followed by COC that is holders of certificate of competency in Marine Engineering and Navigating with 80 degree. OND and others are NIL.

TABLE 4.6 –WORKING EXPERIENCE OF RESPONDENTS.

	Variables
	No. of responses
	Calculations
	Degree

	0 – 5 years
	NIL
	-
	-

	6 – 10 years
	6
	6 / 27 * 360
	80

	11 – 15 years
	3
	3 / 27 * 360
	40

	16 – 25 years
	8
	8 / 27 * 360
	107

	26 years and above
	10
	10 / 27 * 360
	133

	Total
	27
	
	360


Interpretation.

1 = 0-5

2 = 6-10

3 = 11-15

4 = 16-25

5 = 26 and above

Chart No. 4.6 – presentation of the working experience of respondents.

From the above analysis, it is clear that the variable of 26 years and above has the highest with 133 degree followed by that of 16 – 25 years with 107 degree, and 6 – 10 years with 80 degree. The band of 11 – 15 years group is next with 40 degree while that of 0 – 5  years is the least with zero degree.

TABLE No. 4.7
Statistics of Respondents’ views on the Impact of the Cabotage Regime on Local Capacity Development:
	Variable
	Sample size
	Actual response
	Percentage response

	
	
	Yes
	No
	Yes
	No

	Q1
	27
	27
	-
	100
	-

	Q2
	27
	21
	6
	78
	22

	Q3
	27
	1
	26
	4
	96

	Q4
	27
	1
	26
	4
	96

	Q5
	27
	9
	18
	33
	67

	Q6
	27
	3
	24
	11
	89

	Q7
	27
	25
	2
	93
	7

	Q8
	27
	-
	27
	-
	100

	Q9
	27
	5
	22
	19
	81

	Q10
	27
	22
	5
	81
	19

	Q11
	27
	17
	10
	63
	37

	Q12
	27
	21
	6
	78
	22

	Q13
	27
	2
	25
	7
	93

	Q14
	27
	10
	17
	37
	63

	Q15
	27
	13
	14
	48
	52

	Q16
	27
	12
	15
	44
	56

	Q17
	27
	21
	6
	78
	22

	Q18
	27
	-
	100
	-
	100

	Q19
	27
	24
	3
	89
	11


For this study, 20 questions relating to the topic being investigated and evaluated were raised. Out of the 20 questions, one was for general comments on the way-forward, while the rest 19 were specific variables. The table above shows the sample size, actual

response and percentage responses for or against the situation highlighted in  the questionnaire. The questionnaire is appendix II.
TESTING AND INTERPRETATION OF HYPOTHESIS.
TABLE 4.8 - HYPOTHESIS 1.
	Null hypothesis
	Alternative hypothesis

	Cabotage law enforcement by NIMASA  has not significantly reduced the foreign

domination of our coastal shipping trade.
	Cabotage law enforcement by NIMASA  has
significantly
reduced
the
foreign
domination of our coastal shipping trade.


Formulae for Chi Square( X2 ) = ∑ (fo – fe)2
Fe Where fo
= the observed frequency fe
= the expected frequency

∑
= the summation

Observed frequency (fo)

	Categories of respondents
	Yes
	No
	Total

	Top management
	13
	4
	17

	Middle management
	8
	2
	10

	Total
	21
	6
	27


Formula for expected frequency (fe) = RT * CT
GT

Where RT = Total row

CT = Total column GT = Grand total

Expected frequency (fe)

	Categories of respondents
	Yes
	No
	Total

	Top management
	13.222
	3.778
	17

	Middle management
	7.778
	2.222
	10

	Total
	21
	6
	27



	Fo
	Fe
	Fo – Fe
	( Fo – Fe)2
	= ∑ (fo – fe)2
Fe

	13
	13.222
	-0.222
	0.493
	3.7286

	4
	3.778
	0.222
	0.0493
	0.0130

	8
	7.778
	0.222
	0.0493
	6.3383

	2
	2.222
	-0.222
	0.0493
	0.0222

	
	Total
	10.1021


Computed value of X2 =
(fo – fe)2
Fe
= 10.1021

Degree of freedom = 40

Formular
= (R – 1) (C – 1)

= (13 – 1) (4 – 1)

= 12 * 3 = 36

= app. 35 (36 percentile not found on the X2 distribution table) The table value of X2at 0.05 with 35 degree of freedom is 22.465.

Interpretation.

Since the computed value of X2 (10.1021) is less than the table value of X2 (22.465), the null hypothesis is accepted by the respondents. That means that the cabotage law enforcement by NIMASA has not made significant impact in reducing the foreign domination of Nigeria coastal trade.

TABLE 4.9 - HYPOTHESIS 2

Observed frequency (fo)

	Categories of respondents
	Yes
	No
	Total

	Top management
	12
	5
	17

	Middle management
	8
	2
	10

	Total
	20
	7
	27


Expected frequency (fe)

	Categories of respondents
	Yes
	No
	Total

	Top management
	12.593
	4.407
	17

	Middle management
	7.407
	2.593
	10

	Total
	20
	7
	27


	Fo
	Fe
	Fo – Fe
	( Fo – Fe)2
	= ∑ (fo – fe)2
Fe

	12
	12.593
	-0.593
	0.3516
	0.0279

	5
	4.407
	0.593
	0.3516
	0.0798

	8
	7.407
	0.593
	0.3516
	0.0474

	2
	2.593
	0.7713
	0.5949
	0.2294

	
	Total
	0.2768


Computed value of X2 =
(fo – fe)2
Fe
= 0.2768

Degree of freedom = 45

Formulae
= (R – 1) (C – 1)

= (12 – 1) (5 – 1)

= 11 * 4 = 44

= app. 45 (44 percentile not found on the X2 distribution table) The table value of X2 at 0.05 with 45 degree of freedom is 30.612.

Interpretation.
Since the computed value of X2 (0.2768) is less than the table value of X2 (30.612), the hypothesis is accepted by the respondents. This means that the view that the performance of the cabotage implementing agencies (NIMASA,NNPC,PPMC,NAPPIMS) has not  made significant/positive impact in availability of cargo for indigenous operators,  has been empirically proved.

TABLE 4.10 - HYPOTHESIS 3.

Observed frequency (fo)

	Categories of respondents
	Yes
	No
	Total

	Top management
	11
	6
	17

	Middle management
	10
	-
	10

	Total
	21
	6
	27


Expected frequency (fe)

	Categories of respondents
	Yes
	No
	Total

	Top management
	13.222
	3.778
	17

	Middle management
	7.778
	2.222
	10

	Total
	21
	6
	27



	Fo
	Fe
	Fo – Fe
	( Fo – Fe)2
	= ∑ (fo – fe)2
Fe

	11
	13.222
	-2.222
	4.937
	0.373

	6
	3.778
	2.222
	4.937
	1.307

	10
	7.778
	2.222
	4.937
	0.635

	0
	2.222
	-2.222
	4.937
	2.222

	
	Total
	4.537


Computed value of X2 =
(fo – fe)2
Fe
= 4.537

Degree of freedom = 50

Formular
= (R – 1) (C – 1)

= (11 – 1) (6 – 1)

= 10 * 5 = 50

Degree of freedom
= 50

The table value of X2 at 0.05 with 50 degree of freedom is 34.764.

Interpretation.
Since the computed value of X2 (4.537) is less than the table value of X2 (34.764), the hypothesis is within the acceptance region. This implies that the  hypothesis  that  NIMASA training programme has not made significant impact on the level of human capital capacity development for the Cabotage operations is accepted by the respondents.

NATIONALITY OF SHIPS THAT ENTERED NIGERIAN PORTS. (INCLUDING CRUDE OIL TERMINALS) : 1997 – 2006
TABLE 4.11

	YEAR
	NIGERIAN
	NON – NIGERIAN
	TOTAL

	
	NUMBER
	GRT
	NUMBER
	GRT
	NUMBER
	GRT

	1997
	353
	1,650,604
	3,232
	91,192,737
	3,585
	92,843,341

	1998
	680
	3,150,594
	3,292
	94,741,599
	3,972
	97,892,193

	1999
	557
	778,514
	3,205
	93,964,177
	3,762
	94,742,691

	2000
	421
	1,089,292
	3,666
	121,950,617
	4,087
	123,037,909

	2001
	270
	2,415,765
	4,203
	127,597,821
	4,473
	130,013,586

	2002
	216
	1,180,942
	3,927
	117,030,100
	4,143
	118,211,042

	2003
	223
	986,696
	4,092
	131,401,537
	4,315
	132,388,233

	2004
	236
	1,151,310
	4,317
	159,754,244
	4,553
	160,905,554

	2005
	269
	1,997,996
	4,317
	143,497,864
	4,586
	145,495,860

	*2006
	324
	1,896,046
	4,476
	139,559,730
	4,800
	141,455,776

	Total
	3549
	16,297,759
	38,727
	1,220,690,426
	42,276
	1,236,986,185


NOTE: FIGURES FOR 2006 ARE PROVISIONAL.-

Source: NPA Statistics dept.

The table above shows that from 1997 to 2006 a total of 3,549 Nigerian flag ships entered Nigerian Ports as against a total of 38,727 foreign ships. Nigerian ships recorded 16,297,759 GRT while foreign flag ships recorded 1,220,690,426 GRT. The above data show that Nigerian shipping trade is dangerously dominated by the foreign ship-owners. Also there is no doubt that this scenario show that the Nigerian economy is at a loss in terms of revenue generated, employment for the citizens and depletion of the foreign exchange reserves. In 2003 Nigerian vessels that entered the ports of Nigeria was 223

(GRT.986,696) as against 4,092 (GRT.131,401,537) foreign vessels.  Slight  increases were noticed in 2004 (236 ships of GRT.1,151,310), 2005(269 ships of 1,997,996 GRT), and 2006 (provisional 324 ships of 1,896,046 GRT). The slight increases may be  attributed to the effect of the cabotage regime implementation which came into operation in May, 2004.

TABLE 4.12 - CARGO THROUGHPUT AT NIGERIAN PORTS (INCLUDING CRUDE OIL TERMINALS) : 1997 – 2006
	YEAR
	PORTS
	CRUDE OIL SHIPPED(B)
	THROUGHPUT (A + B)

	
	INWARD
	OUTWARD
	TOTAL(A)
	
	

	1997
	11,213,624
	5,369,181
	16,582,805
	99,667,533
	116,250,338

	1998
	14,286,864
	5,038,854
	19,325,718
	97,953,211
	117,278,929

	1999
	15,751,331
	6,481,605
	22,232,936
	92,463,264
	114,696,200

	2000
	19,230,496
	9,702,384
	28,932,880
	102,930,079
	131,862,959

	2001
	24,668,791
	11,271,901
	35,940,692
	100,732,875
	136,673,567

	2002
	25,206,380
	11,780,861
	36,987,241
	86,284,036
	123,271,277

	2003
	27,839,293
	11,926,652
	39,765,945
	85,797,681
	125,563,626

	2004
	26,907,075
	13,909,872
	40,816,947
	117,055,427
	157,872,374

	2005
	29,254,766
	15,697,312
	44,952,078
	112,872,821
	157,824,899

	*2006
	31,937,804
	17,235,520
	49,173,324
	94,232,673
	143,405,997

	Total
	226,296,424
	108,414,142
	334,710,566
	989,989,600
	1,324,700,166


Source: NPA Statistics Dept.

NOTE: FIGURES FOR 2006 ARE PROVISIONAL.

The figures in the above table show that the Nigerian Ports including Crude  Oil  Terminals for 10 years (1997-2006) recorded cargo throughput of 1,324,700,166 by local and foreign fleet that patronized the ports and crude oil terminals. The fact remains that in Nigeria today carriage of crude oil is exclusively accredited to foreign flag ships by NAPIMS at the expense of the Nigerian economy. The table shows that out of the total cargo throughput of 1,324,700,166 crude oil figure alone was 989,989,600 leaving a balance of 334,710,566 ordinary cargo shared between the Nigerian and Foreign flag vessels. Again taking into account that local shipping investors have negligible tonnage status, the researcher has a strong believe that foreign flag vessels also had the lion share  of the non-crude oil carriage by sea. The implication of the above analysis is that foreign flag vessels dominate Nigerian shipping trade at international and local fronts. Thus, the non-participation of Nigerian ship-owners in crude oil transportation and the situation as observed from the table in general portrays negative effects on the Nigerian people  and  the economy.

The table also depicts that there was a steady rise of cargo throughput from the  1997 figure of 116,250,338 to 157,824,899 in 2005, an indication of a boom in the Nigerian economy and the shipping trade. If the Nigerian shipping tonnage could be boosted to participate effectively in the affreightment of the cargo generated by the economy the positive impact it would have on the standards of living of the people would be enormous and highly commendable. .

TABLE 4.13 FLEET SIZE OF THE SHIPPING INDUSTRY HIRED BY NNPC/PPMC (1998-2006)

	S/No.
	Year
	No of Vessels
	Quantity

shipped in MT
	Hire in US$

	1
	1998
	10
	1,405,680.73
	34,918,149.47

	2
	1999
	4
	870,875.86
	28,175,555.61

	3
	2000
	9
	1,609,724.58
	20,141,632.61

	4
	2001
	13
	1,474,041.40
	56,497,555.70

	5
	2004
	13
	1,511,956.65
	68,548,971.07

	6
	2003
	19
	1,856,916.81
	61,158,180.61

	7
	2004
	20
	1,161,115.06
	82,201,307.26

	8
	2005
	20
	2,587,722.61
	90,319,125.47

	9
	2006
	20
	2,487,702.00
	80,182,112.84

	Total
	128
	14,965,735.7
	522,142,590.64


Source: (NPA Statistics)

Analysis and Evaluation of the Findings:

From the above table it is observed that about the same number of vessels (19/20) were chartered by the NNPC/PPMC per year between 2003 and 2006 to lift  between  1.9 million metric tons and 2.5 million metric tons of petroleum products per year. From the table in 1998, the number of vessels involved in carrying the products was 10 and the number decreased to 4 vessels in 1999 due to less available product for shipment. In the following year (2000), the number of vessels engaged rose to 9 due to available product which rose from .9m metric tons to 1.61m metric tons. Noticeably, in 2001 and 2002 13 vessels per year were chartered to cope with the 1.5m. metric tons of product available in each of the two years. (Agbakoba & Associates).

It is believed that as far as there is a demand for space in tankers for the carriage  of  refined products from Nigerian refineries or from foreign vessels carrying imported

refined products to different areas along the Nigerian coasts and considering the fact that shipping is a cheap means of transportation, product coastal tankers would be required by NNPC/PPMC to transport and distribute the bulk of the cargo to the areas where the products are needed to complement the use of pipelines in the distribution of refined products. Other factors which make coastal shipping by tankers employed by the NNPC/PPMC more attractive than other means are the disrepair states of our refineries, frequent vandalization of pipelines and the ruptures of the pipelines due to ageing equipment. It is discovered that already, about 30 per cent of the refined products are carried by ships from Warri and Port Harcourt refineries to storage facilities on the coast; whereas Calabar which is not connected to the oil pipelines network relies on supplies by coastal vessels and products moved to the South West axis which accounts for the bulk of national refined products’ demand and consumption. This volume is moved through Atlas Cove and marketers’ facilities at Apapa.

Domestic Waterborne Transportation of Gas (LNG)

The Nigeria LNG Limited was granted certain guarantees incentives etc by the Federal Government under a Decree in 1993 in order to encourage the huge investment in the tapping of Nigeria’s liquefied gas, which was being wasted through flaring. Even though  in the letter dated 27th November, 2001; written in response to the consultant’s questionnaire, the company claimed not to be involved in the carriage of gas domestically but internationally and not to be governed by the National Shipping Policy Act. It is

submitted that the company has enjoyed enough incentives, guarantees and protection which should now be withdrawn. Recently, a national newspaper reported the arrangements the company had been making to ship gas domestically. This information is worth investigating. In the regime of Cabotage, there is no cargo shipped  domestically  that should not be by indigenous shipping companies as they are the ones that carriage of all cargo generated domestically are reserved for in a true Cabotage regime. (Pathway Africa 2004; Vol. 15; Issue 10)

In Malaysia for instance, Malaysian  tonnage dominates the carriage of LNG from plants  in Bintulu, Sawarak to various consuming markets with a fleet of 13 vessels which is acclaimed to be the single largest owned, managed and operated fleet by a shipping company, (Malaysia International Shipping Company, MISC) in  the  world. Malaysia has a strong presence in LNG shipping in the international trade. There is no reason why Nigeria which is equally a gas-rich and gas producing country should not involve its national fleet in the carriage of LNG both domestically and internationally. Nigerian shipping companies lack the gas tankers needed for its carriage, the Government and its agencies is trying to empower them through Cabotage fund.

TABLE: 4.14 THROUGHPUT OF INDIGENOUS PRODUCT TANKER VESSELS HIRED BY PPMC (2004-2007):
	Years
	No. of vessels hired

by PPMC
	Products moved by PPMC

chartered vessels (MT)
	Charter fees $

	2004
	10
	1,848,673.115
	39,413,056.80

	2005
	10
	1,780,253.965
	41,036,256.68

	2006
	10
	2,739,162.113
	41,144,436.09

	2007
	11
	2,739,162.113
	38,094,082.96

	Total
	
	9,107,251.306
	159,687,832.53


Source: PPMC
PPMC is the arm of the NNPC that is responsible for the marketing and distribution of refined petroleum products from the Refineries to the locations where the products are needed in  Nigeria. On the other hand the NAPPINS is the Department of the NNPC that  is responsible for the sale and distribution of the crude oil. The data shown on the above table indicate that for three consecutive years (2004-2006) PPMC hired average of 10 Nigerian flag product tankers with combined 5,769,382.534 metric tons of products  carried at the charter fee of US$121,593,749.6. The number of indigenous flag vessels chartered in 2007 increased to 11 with recorded increase of the tonnage (2,739,162.113) carried and US$38,094,082.96 revenue earned. The total revenue earned  by  the indigenous participation is US$159,687,832.5 which otherwise  would have been lost to the foreign operators. I think this is an encouraging development. However, during an interactive session with some PPMC officials I was made to understand that most of the so-called indigenous ship-owners have no ship and most of those who have, operate vessels that fall short of the standards/tonnage prescribed by NNPC Management.

TABLE: 4.15
PASSENGER TRAFFIC THROUGH NIGERIAN PORTS: 1997 - 2006
	YEAR
	NO. OF PASSENGER

DISEMBATKED
	NO. OF PASSENGER

EMBARKED
	TOTAL

	1997
	911
	703
	1,614

	1998
	889
	407
	1,296

	1999
	442
	762
	1,204

	2000
	1,868
	1,565
	3,433

	2001
	647
	573
	1,220

	2002
	338
	248
	586

	2003
	436
	192
	628

	2004
	446
	361
	807

	2005
	1,949
	2,057
	4,006

	*2006
	792
	715
	1,507

	Total
	8,718
	7,583
	16,301


Source: NPA Statistics Dept.

NOTE: FIGURES FOR 2006 ARE PROVINSIONAL.

Analysis:

The statistics above reveal that there is low passenger movement through the ports of Nigeria. That means that travelers prefer other modes of transport than sea, may be due to fear of drowning in case of an accident especially those who cannot swim.

It is noted that the passenger traffic through the Nigerian ports for ten years stood at only 16,301. This shows a yearly average of 1,630 passengers and a monthly average of 136 passengers through all the ports. The rate of patronage is not attractive for any viable

investment in this sector. Therefore, for now, any investor contemplating to invest in passenger service should do so with great caution.

TABLE: 4.16

SUMMARY OF THE STATUS OF WAIVERS GRANTED UNDER THE CABOTAGE REGIME DURING THE TENURE OF DR. SEKIBO AS HFMOT.
	TYPE OF REGISTRATION
	TOTAL WAIVER APPROVED BY THE HMOT

	Nigerian owned
	228

	Foreign
	58

	Bare boat
	8

	Joint venture
	93

	Temporary
	21

	Grand total
	408


Source: NIMASA

Dr. Sekibo was the Honourable Minister of Transport from 2003 to 2006. The cabotage operation started in May, 2004. From the figures above a total of 408 waivers  were granted within 2004-2006. This is an average of 136 waivers a year. The figure for 2007 was not accessible and it could be higher or lower. The figures shown above depict that Nigerian operators were granted more waivers than their foreign counterparts during the period. The researcher noted from the paper delivered by the Honourable Minister of Transport in 2004 at WISTA Nigeria Annual Business Luncheon that waiver principle is generally based on either non-availability, reciprocity or bilateral agreement or all  of  them and are generally granted very sparingly to avoid the use of waivers to subvert the noble objectives of the law. The Honourable Minister revealed that in 1997 Finland granted only 4 waivers and in Greece only 18 waivers were granted between 1997/98

while most cabotage countries did not record any waiver in the period under review. The issue here is that Nigeria 136 waivers a year vis-à-vis 4 for Finland, Greece 18 and most other cabotage countries nil is too high and is capable of subverting the benefits of the  Act. Therefore great caution should be exercised in granting waivers to foreign flag operators unless Nigerian stakeholders are consulted and are granted the “right of first refusal”.

DISCUSSION
The discussion is being based on the result of the analysis of data and the tested  hypothesis and some other findings during the course of the study which have been talked about and shown on the relevant tables above.

The result section revealed that out of the 27 respondents 17 were top management while 10 were of the  middle management grade.  The respondents were more of the Line staff  as 10 of them were from the Shipping Department followed by the Staff Department (Administration) with eight respondents and Finance Department (5) and the rest two – Marketing and Technical having (2 each).  The  rate of responses  could mean that those   in shipping and administration departments understand the subject “cabotage” more than the employees in the rest departments, perhaps due to their regular involvement in shipping operations and administration. It is noted that majority of the respondents are male (25) while female are (2) and they are all married. The respondents have minimum qualification of HND and majority of them have 26 years and  above  working experiences. From the above records there is no doubt to believe that the respondents are  of matured minds, skilled and knowledgeable enough to comment objectively on the impact of the Cabotage Act on local capacity development.

The results of the three hypothesis tested empirically established that (i) Cabotage Act enforcement by NIMASA has not significantly reduced the foreign domination of  Nigerian Coastal shipping trade as can be seen on pages 71 and 72 data analysis; (ii) the outcome of the analysis on pages 72-74 proved that the performance of the Government Agencies (NIMASA,NNPC,PPMC and NAPIMS) charged with the responsibilities to implement the Act vis-à-vis provide cargo support to indigenous operators has not made positive impact in accomplishing the Act objective in this regard. This means that Nigerians are not yet actively involved in the cabotage trade and another indication that  the trade is still dominated by foreign flag vessels operators. The situation denies  Nigerians employment opportunities and it is disadvantageous to our economy. (iii) With regard to the outcome of the data analysis for the third hypothesis shown on pages 74 and 75 it is evident that the null hypothesis was accepted by the respondents “NIMASA training programs have not made significant impact on the level  of  human  capital capacity development for the cabotage operations”. This point to the fact that even if the Nigerian tonnage capacity improves through private sources of fund to acquire ships, the ships cannot operate as seaworthy vessels without being manned by skilled  and certificated board officers and crew. The alternative in the face of untrained Nigerians to operate the vessels is to employ foreign officers which negate one of the four cardinal pillars of the cabotage Act which stipulates that cabotage vessels should be crewed by Nigerians to create employment opportunities for Nigerians and encourage transfer of technology.

The study also revealed that the ship building and maintenance sector has not been exploited and it is one of the cabotage Act objectives that need to be pursued with passion

because of the cluster business investment opportunities it generates. For instance as at February, 2008 the Nigerdock had been fully booked up to the month of December and most demand for ships repairs could not be taken within the  year. Secondly, if the sector  is developed, it would boost the market for Nigerian iron and steel  industry,  wood industry and thus generate more employment opportunities for the youth of this country. The country’s revenue base will also improve.

The study also noted that the instrument of waiver should be exercised with great caution and not used as a revenue generating organ or else the objective of the Cabotage Act to open level playing ground for the local operators would be sidelined and frustrated.

More statements about the outcome of the study are made in conclusion and recommendations in chapter five of this thesis.

CHAPTER FIVE
CONCLUSION AND RECOMMENDATION
CONCLUSION:
It is interestingly pertinent to have discovered that Nigeria is not the  first  maritime country to introduce cabotage law to protect her national interest as it is discovered that more than 50 maritime nations practice cabotage regimes of different types and designs considered suitable to satisfy their needs. These maritime nations include United States of America and even EU countries most of which are advocates of Trade globalization and liberalization.

Many seminars and workshops have been held and most departments of the maritime sector have at one seminar or the other presented papers and brain-stormed on the challenges and prospects of the Nigerian Cabotage regime. The problem now is not lack  of ideas but the will to implement and enforce the Act.

It is noted that restricting domestic waterborne trade to only Nigerian-built and/or Nigerian-owned vessels by virtue of the application of a Nigerian maritime cabotage law, is capable of attracting new and higher investments in the domestic shipping sector, thereby leading to the growth, development and full capacity utilization of Nigerian shipyards and dry-dockyards.  A lot of private shipping companies will arise in response  to opportunities that are created by the cabotage policy and foster the growth of a national tonnage. This was part of the Malaysian experience which increased its national tonnage after the implementation of its cabotage policy in 1980 according to “Growth and Development of Malaysian Merchant Fleet, Malaysian Maritime Yearbook 2000/2001, page 24 published by the Malaysian Ship Owners Association). Malaysian coastal fleet

grew to a choice of modern fleet of about 900 vessels of 210 general cargo ships of 386,000GRT; 63 chemical tankers of 467,000 GRT and 16 container ships  of 76,000 GRT. With about 1.4 million GRT, compared with about 500,000 GRT in 1990 Malaysia developed strong presence in the cabotage trade between ports in Peninsula Malaysia and the East Malaysian State of Sabah and Sawarak. Many of the cabotage-induced Nigerian shipping companies could emerge into strong coastal companies engaging in international shipping too.

It is also noted that successful implementation of the cabotage regime in  Nigeria will create a large scope of investment opportunities for Nigerians in areas ordinarily dominated by foreigners as well as encourage transfer and development of ship-building and ship management technology. There is no gain-saying that implementation of the regime would also create vast job opportunities for Nigerian citizens, increase their per capita income and enhance their standard of living.

It is discovered that the cabotage Act has extensive and practical enforcement provisions  to curb if not completely eliminate subversive practices by industry players but like many other legislations in Nigeria, the bane of accomplishment of the objectives of the Act is lack of effective implementation of the provisions of the Act. The general opinion of stakeholders is that the government Agencies conferred with the responsibility to implement the legislation have not done much for the Act to have the anticipated impact  on the indigenous industry operators. For instance the Act noted that possession of

tonnage is a critical infrastructure for a successful cabotage business and that the acquisition and management are capital intensive and, of course, beyond the resource capacity of a Nigerian investor hence the Act provided the CVFF to enable indigenous operators acquire ships. The research study discovered that four years after the Act came on stream, the Cabotage Vessel Finance Fund has not taken off and no operator has benefited from it. The recent Finance Sector Reform could have been a saving grace but the Bankers lack good knowledge of shipping business financing.

With regards to making cargo available to indigenous operators in the oil and gas sector, NNPC complain that the indigenous operators lack standard vessels to participate effectively in the oil and gas sector businesses. This means that until indigenous tonnage improves by number and standards, effective participation by indigenous operators is far- fetched.

The study revealed that the indigenous human capital resources available that meets the IMO standards is grossly inadequate particularly the shipboard officers and the researcher wondered how the cabotage regime will function even when the ships are  available without the requisite and competent manning requirements of the ships.

The study observed extensive waivers were granted during the period under review and attributed to lack of indigenous tonnage (ships). The use of the waiver tends to work against the concept of the cabotage to promote local capacity and protect our national interest. The use should be placed under strict surveillance to eschew abuse.

The above scenario certifies beyond reasonable doubt that the cabotage regime is not functional and that foreign domination of Nigeria’s cabotage businesses still persists and would continue in the nearest future. The indigenous operators’ claim that the implementation of the cabotage regime by NIMASA and other Government Agencies has no positive impact on their business rather that they are now worse off is empirically proved and proved beyond all reasonable doubt.

RECOMMENDATION:
FLEET EXPANSION:

As ships constitute indispensable factor of a successful cabotage implementation and considering the established fact that ship acquisition and management is capital intensive and also beyond the riches of indigenous operators, NIMASA is hereby urged to kick-  start the implementation by giving the indigenous operators the encouragement as stipulated in the Act for fleet acquisition.

It is recommended that local investors should carry out market survey which will enable them to determine the right kind and design of vessels our coastal transportation would require before they buy. This will enable them to run a profitable business  and  recoup their capital investment with element certainty.

HUMAN RESOURCE DEVELOPMENT:

Human capital is another vital and indispensable element of cabotage regime implementation in Nigeria because the Act provided that cabot age vessels  must  be crewed by Nigerians with a view to providing employment for the citizens. Also it is observed that there is a growing dearth of Nigerian officers and crew and the study revealed that for a ship to be seaworthy she must have the statutory number and professionally qualified and certificated staff complement in accordance with the IMO conventions. Therefore, by the time Nigerian fleet is expanded and the  right people  to man the vessels are not available Nigeria would face the problem of resorting to sourcing foreign to come and man her vessels at high costs and the implication is that it would encourage capital flight and depletion of Nigerian foreign exchange reserve. Therefore, a stitch in time they say saves nine, Nigeria Government (NIMASA) and Associations of ship-owners should borrow leaf from the defunct NNSL training programmes to develop enough sailors for her fleet before it is too late.

Though the researcher read in some of the national dailies that NIMASA is preparing to fund the Nigerian Maritime Academy Oron, the Agency should avoid unnecessary bureaucracy in doing so because the Academy is old enough to produce world standard officers and crew for Nigerian Maritime industry. Nigeria is tacitly wasting her foreign exchange reserve as most Nigerian sailors go to Ghana for their mandatory training (STCW) and certificates competency. NIMASA and MAN should borrow leaf from the Management of the Regional Maritime University Ghana.

NIMASA should buy one or two ships specially built for cargo and training berths or charter such from any of the indigenous ship-owners for the sea practical  training  of MAN and any other maritime training outfit products and stop sending cadets  to  Malaysia.

CABOTAGE FINANCING:
The non application of the Cabotage Vessel Financing Fund has slowed down the implementation process and encouraged the continued foreign domination of the coastal businesses and frustrated the indigenous operators’ hope of participation. The Director General of NIMASA should understand that CVFF is the only surest source of shipping financing for Nigerians hence he should not encourage further delay in considering the applications the Agency has received.

The Indigenous Shipping Association of Nigeria is strongly advised to harmonize their human, material and financial resources like the financial sector to be able to  acquire  ships and run more profitable businesses.

The Banking and Financial Institutions should encourage their employees to undertake courses on shipping financing so that they would appreciate shipping business more than before and be able to design products suitable for shipping businesses.

ACCESSIBILITY TO  CABOTAGE CARGOES:
The Act restricted foreign participation in the cabotage trade except where no local operator has the capacity to transport the cargo. The implication is that there will be enough cargo for Nigerian operators to be in business. To accomplish this objective I recommend that NIMASA/NNPC should consider the following actions:

*Adopt very aggressive policy of Nigerian flagged  vessels once available to ensure that Nigerian Shipping Companies have the exclusive right to all transportation of petroleum liquids within Nigerian Coastal waters.

*Rigorous enforcement of the cabotage rules by offering “right of first refusal” to Nigerian Flag vessels for both Coastal and international trade.

*Nigerian businessmen should be licensed to participate in bunkering business. Because of non-issuance of bunkering licenses to Nigerians, foreign vessels undertake most of the legal trade in bunkers  in a market  that is approximately $250 million a year and can earn foreign exchange from countries all across West Africa.

*Preference of foreign shippers for crude and product shipments for non- national reason should be abhorred.

REGULARORY:
The Regulatory Agencies are advised to:

Rely on a vigorous classification regime by bodies such as American Bureau of Shipping (ABS), Bureau of Veritas (BV), Det Norske Veritas (DNV), etc for determining the suitability of the vessels rather than the arbitrary 15-year rule  since the age of a vessel is not always the best indicator of its state.

Grant automatic waiver to Nigerian flagged vessels that are not built in Nigeria because Nigeria ship-building industry has not started rather what is on  ground  are just repair yards.

Permit owners of national-flagged vessels to bid for work without first owning the vessel against say 2% performance bond.

Reduce the import duty on “small” vessels (carried onboard other vessels) to a flat rate of 2.5% rather than duties etc that currently amount to over 20%.

Exempt large vessels which come in on their own steam from import duty as most of the foreign ships are on temporary import and pay no duties in order to provide  a level playing field.

Exempt  charter  fee  from  10%  withholding  tax   since   this   presumes   a   profit margin of 33.5% which is not always the case.

Encourage indigenous operators with time charter rather than voyage charters so that the risk on non-use because of non-availability of products is borne by PPMC rather than indigenous vessel owners. This will increase the local value added  from the $12 million mentioned above to over $60 million.

The research noted that the default situation in the United States of America and other maritime nations did not cause suspension of the subsidies, incentives and promotional programmes. It did not lead to suspension or cancellation of capacity development programmes of the various governments as was the case in Nigeria.. Instead they reviewed the legislation and the concept design to take care of existing loopholes in the system so as to keep the maritime sector afloat. Nigerian

Policy makers and regulators are thus, urged to borrow leaf from these maritime nations to move forward..

Finally, the researcher wishes to re-emphasize that accessibility to funding by the indigenous operators is critically important and constitutes an indispensable factor to be granted urgent consideration if the Government (NIMASA) is to be  taken  serious about the cabotage implementation and indigenous participation. This is because the  procurement of ships and ships operation is capital intensive and commercial banks sources of ships financing and the conditions are usually hard for any average Nigerian investor to cope with particularly at the initial stage. Similarly, the researcher noted that some indigenous operators who have been able to source hard currencies from banks are scared to commit the fund in buying the ships without assurance from the  NIMASA/PPMC that they would be involved in the carriage of the cabotage cargoes because running a ship is not the same as running a road transport for a ship that sits in a place still incurs expenses from fuel to run the engines, crew wages, feeding and other welfare packages. However, it is also noted that though the business risk is high and the gestation period longer but the yield is usually juicy if properly managed.

Conclusively, I hereby drop the anchor while I enjoin other researchers to keep the flag of surveillance over the implementation of the Act flying until the noble objectives are accomplished in the interest of our national economy.
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APPENDIX 1
DEFINITION OF CABOTAGE
Under the Act “Coastal trade” or “Cabotage” means:

the  carriage  of goods by vessel or any other mode  of transport, from one place   in Nigeria or above Nigerian waters to any other place in Nigeria or above Nigerian waters, either directly or via a place outside Nigeria and includes the carriage of goods in relation to the exploration, exploitation or transportation of  the mineral or none-mineral resources of Nigeria whether in or under Nigerian waters;

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  port  outside Nigeria or to any other place in Nigeria, other than as an in-transit or emergency call, either directly or via a place outside Nigeria.

the carriage of passengers by vessel from any place in Nigeria to any place above or under Nigerian waters to any place in Nigeria, or from any place above  Nigerian waters to the same place or to any other place above or under Nigerian waters where the carriage of the passengers is in relation to the exploration, exploitation or transportation of the mineral and none-mineral natural resources in or under Nigerian waters; and

the engagement by vessel, or in any other marine transportation activity of a commercial nature in Nigerian waters and, the carriage of any  goods  or substances whether or not of commercial value within the waters of Nigeria.” “Nigerian waters” has been defined as including inland  waters, territorial  waters or waters of he Exclusive Economic Zone(respectively, together or any

combination thereof) and the meaning given to them by the National Inland Waterways Authority Act, 1977.”

Igbokwe (2006) The above statutory definition covers the general meaning of “maritime cabotage” or “coastal trade” or “coasting trade”, that is the movement of cargoes and passengers by ships between ports of the same coast or between ports of the same country and the exclusive reservation of the coasting trade of a country to ships operating under  the flag of that country or to operate sea traffic within its coasts but extends the cabotage zone up to the inland waters and 200 nautical miles from the baselines (comprising the Exclusive Economic Zone) of Nigeria.

RESTRICTIONS AND PROHIBITIONS UNDER THE CABOTAGE ACT:
Pursuant to the Act, unless a vessel comes within the stated exceptions or relevant ministerial waiver has been granted by the Minister it is prohibited from domestic coastal carriage of cargo and passengers from point/port to point/port within the Exclusive Economic Zone of Nigeria it is not wholly-owned, wholly-manned by Nigerian citizens, built and registered in Nigeria and a vessel is also prohibited from the carriage  of  materials or supply services or the carriage of petroleum products to an from oil rigs, platforms and installations if it is not wholly-owned by Nigerian citizens. A foreign- owned vessel may inter alia on paying a fee, be granted a yearly renewable restricted licence (for one year) by the Minister to be registered and issued a registration certificate (by the Registrar of Ships, renewable every five years subject to yearly endorsement), to participate in cabotage trade upon the fulfillment of other conditions.  The Minister may  on the receipt of an application, grant a waiver (for one year, but renewable) to a duly registered vessel on the requirement for 100% Nigerian ownership or 100% of Nigerian manning or construction in Nigeria, if he is satisfied that there is no 100% Nigerian- owned vessel that is suitable and available to provide the services or perform the activity stated in the application or he is satisfied that there is no qualified Nigerian Officer or  crew for the position stated in the application or he is satisfied that no Nigerian shipbuilding company has the capacity to construct the particular type and size of the

vessel in the application respectively.  That is why the Nigerian cabotage  legislation can be regarded as liberal and not strict.

The Minister may consult the relevant Government agencies such as Nigerian Maritime Administration and Safety Agency (NIMASA), Department of Petroleum Resources (DPR), National Petroleum Investment Management Services (NAPIMS)

and Petroleum and Products Marketing Company (PPMC) for advice upon his  receipt of an application for waiver”. It should be noted that a ministerial waiver is not required in respect of registration of a vessel in the 2nd Cabotage Register for Vessels and Ship Owning Companies engaged in Cabotage, but is required only in respect of the  ownership, manning and building of a vessel intending to be used for cabotage in Nigeria.

Variables�
No. of response�
Calculation�
Degree�
�
Top management�
17�
17 / 27 * 360�
227�
�
Middle management�
10�
10 / 27 * 360�
133�
�
�
27�
�
360�
�
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Variables�
No. of responses�
Calculations�
Degree�
�
BSc/HND and above�
21�
21 / 27 * 360�
280�
�
COC in Marine Engineering/Navigation�
6�
6 / 27 * 360�
80�
�
OND and others�
0�
0�
0�
�
Total�
27�
�
360�
�
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Alternative Hypothesis (HA):


The performance of the implementation agencies (NIMASA, PPMC, NAPPIMS) has


made significant/positive impact on cargo availability to the indigenous shipping operators.





Null Hypothesis (Ho):


The performance of the implementation agencies (NIMASA, PPMC, NAPIMS) has not made significant/positive impact on cargo availability to the indigenous shipping operators.





Null Hypothesis (Ho):


NIMASA training programme has not made significant impact on the level of human capital capacity development for the Cabotage operations.








Alternative Hypothesis (HA):


NIMASA training programme has made significant impact on the level of human capital capacity development for the Cabotage operations.










