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Abstract

Poor and inadequate policy formulation and implementation problems have continued to
plague the shipping industry in Nigeria. Thus, it is imperative to assess ocean shipping
trade with regards to the Nigeria economy, most especially in the area of Gross
Domestic Product and External Reserve. This study investigates the relationship between
Ocean Shipping Trade and the Nigeria economy, covering the period 1981-2019. The
Simple Regression analysis was used to analyse the relationship between the independent
variable (Nigeria Export Trade) and the dependent variables (Nigeria External Reserve).
Ocean Shipping Export Trade exerts a positive effect on Nigeria External Reserve. In the
study, it was revealed that the GDP grew at a very rapid rate, while the export trade,
import trade and external reserves grew at a very slow rate during the period under
investigation. It was also revealed that the values of commodities in the year 2010
increased by more than 100% in 2019. In conclusion, the study recommends a
sustainable policy towards encouraging an exportation and unification process of all
institutions in-charge of the necessary certifications for export (both mineral resources
and agricultural produce) with a supportive policy that fully imbeds the international
market policy.
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Introduction

Shipping has for a long time been recognized as one of the strong catalysts for
socio-economic development services. The international shipping industry is
responsible for the carriage of about 90% of world trade (ICS, 2019). Adam
Smith, the father of modern economics, viewed shipping as one of the principal
stepping stones to economic development providing a source of cheap transport to
open up wider markets to specialization, offering prices way below every other
means of transportation (Mshelia, 2002).

Historically, shipping constitutes a major source of political power and territorial
influence “he who rules the sea, rules the world”, a fact underscored by the
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various conquests of the Egyptians, Turkish, Roman, and Spanish, Greek,
Portuguese and British empires (Mukherjee, 2010).

Thus, ocean shipping trade popularly known as Seaborne trade has continued to
expand, bringing benefits for consumers across the world through competitive
freight costs, with highly correlation between the industrialization, economic
output, merchandise trade and seaborne trade shipments (OECD and WTO 2017).
This is evident going by the considerable increment in seaborne trade in 2005,
reaching 7.11 billion tons of loaded goods in 2016, while world seaborne trade
expanded by 2.6 percent, up from 1.8 per cent in 2015, and by the 2017 upswing
in the world economy (UNCTAD 2006, 2016, 2017 and 2018).

In addition, shipping also constitutes an indispensable component of the Nigerian
maritime sector and an important driver of the economy (Ugwu, 2006). Nigeria
has a long and proud maritime heritage which has played an integral role in the
development of Western and central Africa, through provision of an efficient and
cost effective seaborne trade. This will provide an outstanding fact for the African
Continental Free Trade Agreement which is expected to increase the intra African
Trade by 33 percent (UNCTAD, 2018). It is also noted that additional trade flows
is expected to benefit shipping and support seaborne trade volumes in Africa
(Brookings Institution, 2018), with Nigeria playing an important role considering
her location and population with diverse economic capabilities and large
investment opportunities. The country has a coastline of over 853km and eight
major ports excluding oil terminals with a cargo handling capacity of 35million
tonnes per annum. Over the past decade, Nigeria ports have accounted for around
99 percent by volume and 95 percent by value of the country’s total seaborne
trade (Buhari &Chima 2013). Hence, the Nigerian seaborne trade remains the
focal point of West African traffic. For instance, the cargo throughput to and from
Nigeria accounting for more than 70 percent of the total volume of cargo
generated by the entire West Africa sub-region of Africa. (Buhari &Chima,
2013). Ndikom (2006) and Oladakun (2009) viewed seaborne as a mode of
transport that has continued to represent the cheapest and most efficient means of
moving very large volume of import and export trade goods in the Nigerian
international trade. The success or otherwise of the Nigeria seaborne trading
sector therefore has a reverberating impact on the sub-region.

Okoh (2004) explained that the concepts of exportation must be based on the

principles of local sufficiency. This connotes that a country that will engage in
any export trade mission, should have products in large quantities which must be
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easily available in reasonable sufficiency. Measures relating to the availability of
trade-related information affect exports (OECD and UNCTAD, 2017).

As a resource-rich country, Nigeria’s economic performance has been
unfortunately driven by only the oil and gas sector to the extent that even progress
recorded towards genuine economic development prior to the discovering of oil in
commercial quantity has been virtually eroded. Between 2000 and 2005, the GDP
growth was about 5.7 percent and the growth in the non-oil sector contributed
about 5.9 percent of the GDP. World economic growth decelerated in 2016 with
GDP expanding by 2.2 per cent, global GDP is expected to grow by more than
3.0 per cent over the 2018-2023 period (UNCTAD 2018, International Monetary
Fund, 2018).

Nigerian economy has persistently depended on export especially oil as the main
source of foreign exchange earnings and a major contributor to the external
reserve since 1970s (Nwachuckwuet al, 2016).

In the year 2005 the volume of world exports expanded by 6.0 percent after the
remarkable 9.0 per cent recorded the previous year (UNCTAD 2016), while in
2016 exports expanded at the faster rate of 1.7 per cent up from 1.4 per cent in
2015, (UNCTAD 2017).

The simple measure of any economy is the gross domestic product (GDP) is the
value of goods and services produced in a given year (Ojinaka, 2005). Thus, GDP
and trade reflect structural factors such as the slowdown in the pace of
globalization and supply chain fragmentation (UNCTAD, 2016; Bems, et al,
2013).

Shipping operation has some impact on the economy of a nation, which has
resulted into significant increase in global official reserves in recent years. This
phenomenal growth is a reflection of the enormous importance countries attach to
their international reserves. IMF defined international reserves as ‘“consisting of
official public sector foreign assets that are readily available to, and controlled by
the monetary authorities, for direct financing of payment imbalances, and directly
regulating the magnitude of such imbalances, through intervention in the
exchange markets to affect the currency exchange rate and/or for other purposes”
(Wikipedia).
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The study therefore tends to determine the relationship between export trade and
Nigeria’s Gross Domestic Product (GDP) & export trade and Nigeria’s External
Reserve; in order to determine the relationship between Nigeria GDP, External
reserve, import and export trade within the years 1981 to 2019. This is necessary
considering the fact that over the years, Nigeria GDP has been growing at a high
rate, with expectation that the external reserve is growing rapidly, but the reverse
is the case, since the external reserve has been fluctuating in recent time. The
general aim of this study therefore is to Assess Ocean Shipping Trade and Nigeria
Economy.

Methodology

This study focuses on ocean shipping trade and Nigeria economy, using GDP and
external reserve as an economic indicator, for the period (1981-2019) base on the
Annual Statistics booklet (CBN Statistical Bulletin, annual reports and statement
of accounts, economic and financial review, research seminar papers, etc.).

The Statistical Tools of Measurement

Descriptive analysis such as mean, Minimum, Maximum, Standard Deviation,
Line Graph, percentages and frequencies were used to interpret data on Nigeria
GDP, External reserve, Import and Export Trade within the years 1981 to 2019.

Simple Regression Model was used to analyse the relationship between the
dependent variables (External Reserve) and the independent variable (Export
Trade).

Line graph was used to interpret the relationship between Nigeria GDP, External
reserve, import and export trade within the years 1981 to 2019.

The Regression analysis was carried out using Statistical Package for Social
Sciences (SPSS) to compute the correlation coefficient and some other tests. The
result of data was subjected to test of hypothesis at 0.05 level of confidence.

The regression analysis is expressed as:

Simple Regression Analysis Y=a+bX............c.cooevvvinnn.. (1)

Where; Y= dependent variable (GDP & External Reserve), a= constant, b= slope,
x= independent variable (Export).

Coefficient of determination (R-Square) is used to test the statistical significance
of the estimated regression model.
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Result and Discussion

Table 1.1  Nigeria’s Ocean Shipping Import and Export trade, Gross Domestic
Product and External Reserve (#'Billion) from 1981 to 2019

Exports & Re-Exports
Imports (cif) (fob)
GDP at
0 | SDPA | EXTERNAL | EXCHANGE | EXTERNAL
: " _RESERVE | _RATE (At | RESERVE
' ' ' ' Basic Basic ($Milion) | YearEnd) | (#Bilion)
Oil Non-Oil Total Oil Non-Oil Total Prices Prices
Year (#Billion) | (#Billion) | (#Billion) | (#Billion) | (#Billion) | (#Billion) | (#Billion) | (#Billion)
1981 012 12.72 1284 10.68 034 1102 | 15,258.00 14483 | 244160 | 0.6356 155
1982 023 1055 10.77 8.00 020 821 | 14,985.08 154.98 | 104330 | 0.6720 0.70
1983 017 8.73 890 7.20 030 750 | 13,849.73 163.00 | 22440 0.7486 017
1984 0.28 6.90 7.18 8.84 0.25 9.09 13,779.26 170.38 710.10 0.8081 0.57
1985 0.05 7.01 7.06 1122 050 1172 | 14,953.91 192.27 | 1656790 | 0.9595 159
1986 091 507 5.98 837 055 892 | 15237.99 20244 | 283656 318 9.02
1987 347 14.69 17.86 28.21 215 30.36 | 15263.93 24044 | 75046 417 31.29
1988 380 17.64 2145 2844 276 3119 | 16.215.37 32033 | 52291 535 27.98
1989 467 26.19 30.86 55.02 295 57.97 | 17,294.68 41920 | 30476 762 2322
1990 6.07 3964 45.72 106.63 3.26 109.89 | 19,30563 49968 | 45414 8.71 39.56
1991 7.77 8172 89.49 116.86 468 12154 | 19,199.06 506.04 | 41493 9.687 40.95
1992 19.56 123.59 143.15 201.38 4.23 205.61 19,620.19 909.80 1554.6 19.44 30.22
1993 4114 12449 165.63 21378 499 21877 | 1992799 | 125907 | 14296 21.89 31.29
1994 42.35 120.44 162.79 200.71 5.35 20606 | 19,979.12 | 1,762.81 | 9009.1 21.89 197.21
1995 155.83 599.30 75513 92757 23.10 05066 | 20,353.20 | 2,89520 | 16111 21.89 35.27
1996 162.18 40045 56263 | 1,286.22 2333 | 130954 | 21177.92 | 377913 | 34039 21.89 7451
1997 166.90 678.81 84572 | 1,212.50 2916 | 104166 | 2178910 | 411164 | 72222 21.89 158.09
1998 175.85 661.56 837.42 717.19 34.07 75186 | 22,332.87 | 458899 | 71075 21.89 15558
1999 211.66 650.85 86252 | 1,16948 1949 | 118897 | 22,44941 5307.36 | 54246 97.61 5295
2000 220.82 764.20 985.02 1,920.90 24.82 1,945.72 23,688.28 6,897.48 9386.1 106.71 1001.59
2001 23711 | 112107 | 135818 | 183995 28.01 186795 | 2526754 | 813414 | 102671 112.99 1160.08
2002 36171 | 115099 | 151270 | 1,649.45 9473 | 174418 | 2895771 | 11,332.25 | 76811 126.88 97458
2003 39892 | 168131 | 208024 | 2,993.11 9478 | 3,087.89 | 3170945 | 1330156 | 7467.8 137.22 1024.73
2004 31811 | 166893 | 1987.05 | 448947 11331 | 460278 | 35020556 | 17,321.30 | 16955 132.86 225264
2005 79730 | 200356 | 280086 | 7,140.58 10596 | 7,4653 | 3747495 | 2226998 | 282791 130.29 3684.48
2006 71068 | 239784 | 30852 | 7,191.09 13359 | 732468 | 3999550 | 2866247 | 42298.1 128.29 542642
2007 76823 | 314373 | 391195 | 811050 19926 | 830976 | 4292241 | 3299538 | 513332 118.21 6068.1
2008 131653 | 427765 | 559318 | 9,861.83 52586 | 10,387.69 | 4601252 | 39,157.88 | 530004 126.48 6703.49
2009 1,068.74 441191 5,480.66 8,105.46 500.86 8,606.32 49,856.10 44,285.56 423825 149.69 6344.24
2010 175714 | 640683 | 8,163.97 | 1130052 71095 | 1201148 | 5461226 | 5461226 | 323393 150.48 4866.42
2011 304360 | 795227 | 1099586 | 14,323.15 91351 | 1523667 | 57,511.04 | 62,980.40 | 32639.8 158.21 5163.94
2012 306426 | 670230 | 976656 | 14,259.99 879.34 | 15139.33 | 5092089 | 71,713.94 | 438304 157.32 6895.4
2013 242938 | 7,01005 | 943942 | 1413184 | 1,130.17 | 1526201 | 6321872 | 80,9256 | 428473 157.27 6738.59
2014 2,21517 8,323.75 10,538.91 12,006.97 955.06 12,962.03 67,152.79 89,043.62 342415 169.68 5810.1
2015 1,725.22 9,350.84 11,076.07 8,184.48 660.68 8,845.16 69,023.93 94,144.96 28284.8 196.99 5571.82
2016 238441 | 7,09595 | 948037 | 8,178.82 656.79 | 8,835.61 | 67,931.24 | 101,489.49 | 26990.6 | 305.22 8238.07
2017 261545 | 8189.39 | 10,804.85 | 1291324 | 107490 | 13,988.14 | 6849098 | 11371163 | 393535 | 306.31 120544
2018 3686.80 | 9.758.34 | 1344523 | 17,282.25 | 142571 | 18,707.96 | 69,799.94 | 127,736.83 | 42,50484 | 306.9211 | 1307325
2019 353452 | 1691440 | 2044892 | 16,702.73 | 3,207.02 | 1990975 | 71,387.83 | 14421049 | 3809272 | 306.9500 | 1169256
Mean 86297 | 2920901 | 378380 | 4,843.72 3486 | 5,192.36 | 34,690.67 | 3055051 | 179503 | 96.82 2077.77
Standard
Deviation 1,151.11 3,937.53 5,035.67 5,665.52 618.5 6,194.22 20,237.78 41,655.36 17479.6 95.99 3831.73
Max 3,686.89 | 16,914.40 | 2044892 | 17,28225 | 3,207.0 | 19,909.75 | 71,387.83 | 144,21049 | 530004 | 306.95 13073.25
Min 0.05 5.07 5.98 7.20 0.2 750 | 13,779.26 14483 | 2244 0.64 017

Source: CBN Statistical Bulletin (2020)

Import and Export & Re-export Trade

Table 1.1 shows the values of Nigeria’s Shipping Import and Export trade, GDP
and External Reserve from 1981 to 2019 (data derived from CBN Statistical
Bulletin 2019).
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Fig 1.1 below shows that there has been increment in the Total Import (Non-Oil
and Oil), while the Export values have been fluctuating within the years (1981 to
2019) under review, with a notable fall witnessed in the years 2015 and 2016
basically as a result of downturn in global crude oil price. From table 1.2 , the
distribution for Total Export trade and Total Import Trade take the shape of
3,783.89 *+ 5,035.67 and 5,192.36 + 6,194.22 (N Billion)for mean + Standard deviation
respectively. It can be deduced that there is a huge rate of dispersion of other
values from the mean.

From fig 1.2, it can be deduced that the bulk of what constituted the Export Trade
within the period under review (1981 to 2019) was oil, which contributed 93.3%
of Total Export Trade, while Non-Oil contributed 6.7%.

From fig 1.2, it can be deduced that the bulk of what constituted the Import Trade
within the period under review (1981 to 2019) was Non-oil, which contributed
77.2% of Total Import Trade, while Qil contributed 22.8%.
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A/ v —— Exports & Re-Exports (fob)
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Fig 1.1: Line Graph of Total Import (cif) and Export (fob) for the year 1981 to 2019
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Fig 1.2: Line Graph of Import (cif) and Export (fob) (Non-Qil and QOil) for the year 1981 to

2019

Gross Domestic Product (GDP)

Going by the GDP values, there has been a rapid increment - which is more
pronounced from the year 2002 till date which shows the monetary values of

Nigeria's market.

From Figure 1.3, it can be deduced that the values of commodities in the year
2010 have increased by more than 100% in 2019, this can testify to the level of

inflation that bedevil Nigeria.
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Figure 1.3: Line Graph of GDP at 2010 Constant Basic Prices and GDP at Current Basic

Prices (#’Billion)
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The Relation between Export Trade and Nigeria’s External Reserve
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Figure 1.4:  Line graph of Export and External Reserve (# Billion) against Year (From

table 1.1)

Data Analysed Using SPSS Statistical Package

Model Summary (Export and External Reserve)

Table 1.2
Model Summary
Adjusted R Std. Error of the
Model R R Square Square Estimate
1 .9382 .881 877 1342.12738

a. Predictors: (Constant), EXPORT
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Interpretations

Correlation

From Table 1.2 above, R =0.938

Using Pearson’s Product-Moment correlation coefficient “R” which is used to
ascertain the level of correlation between EXPORT and External Reserve;
150.938, that is; the two variables Export and External Reserve are strongly
positively correlated.

R-SQUARE (Coefficient of Determination)
R-Square = 0.881

From Table 1.2 above, the R-Square (Coefficient of Determination) shows the
percentage of the total variation of the dependent variable (External Reserve)
explained by the independent variable (Export), which is 88% ( very high).

This implies that there is relationship between the Export and External Reserve.

Table 1.3: Regression coefficient (Export and External Reserve)
Coefficients?

Standardized
Unstandardized Coefficients Coefficients

Model B Std. Error Beta t Sig.
1 (Constant) 36.274 281.951 -129| .898
EXPORT 580 .035 .938 16.515[ .000

a. Dependent Variable: EXTERNAL_RESERVE

Interpretation
Regression model
External Reserve = 36.274+ 0.580(Export)

Remarks
Since R-Square (Coefficient of Determination) is 0.881 which is greater than 0,
we accept that there is significant relationship between Export and External
Reserve.
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Relationship between Nigeria GDP, External Reserve, Import and Export
Trade within the Year 1981 to 2019
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Figure 1.5: Line graph of Nigeria GDP, External Reserve Import and Export (# Billion)
against Year (From table 1.1)

The figure 1.5 above shows that Nigeria GDP grew at a rapid rate, especially
from the year 2000 to the year 2015. The Nigeria External reserve, export trade
and the import trade also grew at a much lower pace compared to the GDP.

From the figure 1.5, it depicts that the Naira values of the total production (GDP)
that took place in Nigeria within the considered period of time (1981 - 2019) were
high, this is expected to have a significant impact on the export trade and External
reserve. Considering the facts mentioned, the export trade and external reserve
were meant to increase at the same pace (both in trend and volume) as the GDP,
but the case was not the same.

It can be concluded that with the huge amount of production that took place in
Nigeria within the considered period of time (1981 - 2019), only a small fraction
of the total production could get into the international market, this could have
increased the export trade if it was the other way round. Larger part of the
production was consumed and sold internally considering Nigeria consistent
increase in population, some of this product could not get into international
market because they do not meet international standard and they do not carry the
necessary certificate for export (Isiegbe, 2017), some are being smuggled out of
the country and majority of the produce get spoiled within the country especially
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fruit and vegetables. The impact of the aforementioned has made the export trade
and external reserve to grow at a very slow rate.

Conclusion & Recommendations

The study is on the assessment of ocean shipping trade and Nigeria economy,
covering a period of 1981-2019. The values of commodities in the year 2010 have
increased by more than 100% in 2019; Ocean Shipping Export Trade exerts a
significant positive effect on the Nigeria’s External Reserve. Nigerian GDP grows
at a very rapid rate, while the Nigerian export trade, import trade and external
reserve grow at a very slow rate. It is therefore concluded that:

More efforts should be put to encourage export in Nigeria by ensuring that
all the institutions in-charge of the necessary certifications for export (both
mineral resources and agricultural produce) are consulted and the export
items are well certified to be acceptable at the international market.
Nigerian government efforts toward combating smuggling (both in and
out the country) should be intensified, to encourage meaningful impact of
sales made on export items and duty collected on import items on the
economy especially her external reserve.

Finally, there is need for Nigerian government to establish and fund an
agricultural program across the 36 states in Nigeria that will solely major
on farming for sales at the international market to encourage export trade
and increase external reserve which will directly affect the GDP.
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