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1.0 Introduction

International sea transportation has been an instrumental factor in world economic

activity and international trade. Since time immemorial, sea exploration and

subsequently, sea borne trade have been the very forces that have shaped the world as

we know today. According to (Lloyd's List Intelligence, 2013) over 90 percentage of

world trade is seaborne, 6 percentage by rail and road, 3 percentage by pipeline, and

the rest by air. In 1950 the world seaborne trade comprised about 0.5 billion metric

tons, which has expanded to an estimated 8,748 million metric tonnes (MMT) in

2012. This consisted of 2,477 MMT of dry bulk commodities (Iron ore, grain, coal,

bauxite/alumina and phosphate), 2,796 MMT of liquid bulk commodities, and 3,475

MMT of other dry cargo and manufactured goods (RMT-2012. UNCTAD). The dry

bulk shipping market is by far the largest sector of the world's shipping market in

terms of cargo volume and weight. At the end of 2012 the cargo carrying capacity of

the world dry bulk shipping fleet of 700 MMT or roughly 40% of the total world

shipping fleet, and the number of dry bulk ships exceeded 10,175 (Lloyd's List

Intelligence, 2013)

There is a high degree of correlation between sea-borne trade and the world GDP that

warrants the inference that maritime shipping is indeed an enabler of growth. Figure

1.1 below shows how seaborne trade and World GDP growth have occurred hand in

hand. In the year 2009 due to world recession, the largest consumers - the developed

countries reduced their consumption, leading to a ripple effect that severely affected

many developing countries whose economy was sustained primarily due to exports.

This resulted in the negative growth of the sea borne trade and a corresponding

contraction of the world GDP.

Primary data from IHS Fairplay indicate that sea borne trade volumes had held

steady in 2011, with total volumes reaching a record 8748 MMT. This expansion was

driven by the rapid growth of 5.6% in dry cargo volumes that held strong with

continued import demand for raw materials in large developing economies, notably
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