THE DEVELOPMENT OF THE AFRICAN CONTINENT IN THE LAST DECADES AND A VIEW INTO THE FUTURE BY A MARKET PARTECIPANT FROM THE SHIPPING INDUSTRY

After decades of stagnation, the continent’s economies experienced a marked acceleration in growth during the past ten years, with real GDP increasing by 4.9 percent annually between 2000 and 2008, compared with 2.4 percent in the 1990s. 
The key reasons behind this growth surge included government action in several countries to end armed conflicts, improve macroeconomic conditions and undertake microeconomic reforms to create a better business climate.

Global crisis in 2009 almost halved the growth but World Bank forecasts for this year a growth of 5,3%, well above 3,3% global rate.

However it has to be seen how the uncertainty surrounding the situation in Algeria, Tunisia and Egypt and the events in Côte d’Ivoire will influence these forecasts. 
Despite long-standing commercial ties with Europe, Africa now conducts half its trade with developing economic regions. From 1990 through 2008, Asia’s share of African trade doubled, to 28 percent, while Western Europe’s portion shrank, to 28 percent, from 51 percent.
Africa’s share in world trade has declined over the last three decades, falling from 6% in 1980 to 3% in 2009. The continent has to get its own house in order, sorting out its many internal barriers to trade, which include excessive bureaucracy and unnecessarily complex customs procedures.

More than 90% of the African international trade is carried by maritime transport through 80 major ports. Improvement of port productivity is thus a key factor for economic development but due to shortage of private initiatives or assistance, most ports face an increasing congestion.

The majority of terminals in Africa are still state-owned, with very little investment by the private sector and tariffs charged for container  handling remain higher then elsewhere. According to the World Bank upto 50% more. 
The intra Med trade: North Africa
The main intra regional trade corridors to North Africa link West Med, North Europe and  Black Sea with Maghreb, Libya, Algeria, Tunisia and Morocco and with Egypt in the Near East trade lane. 
The three last countries are, with South Africa,  the continent’s four   most advanced and diversified economies.
Apart from Egypt, their exports have grown much more slowly than those of other emerging markets, in part because they have unit labour costs two for four times higher than those in China and India. 
Libya and Algeria are among African main gas and oil exporters with  highest GDP per capita but also the least diversified economies and their economic growth remains closely linked to petrol and gas prices. 

On the shortest connections with Italy, France and Spain the all purpose ro-ro ships deployed by regional Lines and catering mainly for trucks and trailers, which were the kings of the trade during the late 1970s because of the chronic congestion of the ports, still compete today with the dedicated container services offered by niche carriers and with global carriers operating through feeders.

Although containers have invaded the trade, the region has still to be equipped in container terminals.

Tangier Med is an exception, its growing reputation being attributed as a relay hub mainly for West Africa. 
Last year volumes were about 68% more than in 2009, with nearly 2,100,000 teu handled.

Morocco’s second deepwater port, Tangier Med II – the largest project in Africa, is expected to be finished in 2012 and to handle 5 million teu which should increase to more than 8 million teu by 2015.
Also the Egyptian ports of Alexandria, Damietta, Port Said and Sokhna are being upgraded in the wake of the country economic development and plans are for further extensions in the years to come.

The evolution of the fleet in intra Med trades shows also an increase of ship size.
While the 100-200 teu vessels are vanishing and the 200-350 teu range still resist to serve smaller ports, the year 2007 has seen the assignment of 2500 teu ships and the following years of 2700 and 3000 teu cascaded down from mainlane trades, all geared as it is still required to serve Maghreb ports.

 The West African trade
In West and Central Africa low productivity, failure to diversify from a limited production and export base, high vulnerability to external economic environment, poor transport infrastructure and inefficient corridors have characterised the region’s economy for decades.
Maritime services cover 32 ports in 26 countries from Mauritania to Angola. 
Formerly strictly North-South, shipping services to West Africa didn’t rank among the most remunerative, albeit high freight rates applied, thanks to policy protection, and as such did not attract top worldwide operators.

The absence of competitiveness, which the region suffered since the inception of national maritime shipping policies following the adoption of UNCTAD Code of Conduct for Shipping Conferences in 1974, explain the poor performance of the trade for the following 20 years.

Devaluation of FCFA in 1994 and liberalisation of maritime transport initiated in Senegal and Côte d’ Ivoire the subsequent year, along with the demise of the conference system consequent to EC Commission’s action  and World Bank’s offer of substantial financial advantages in exchange for deregulation, had the effect to enhance the economies and so stimulate exports and imports by sea.

Out of the about 20 African National Shipping Lines only one, Camship of Cameroon, survived for some years  the liberalisation  and withdrawal of cargo reservation. Besides the traditional Lines specialised in the North-South links and Maersk already operating in the area since several years, in the 1995/96 the global carriers start entering the trade.

Also cargo flows with East Asia, Indian Sub-Continent, Brazil and South Africa gain importance to the detriment of Europe, historically the biggest partner dominating at 66%.
Europe/West Africa trade is today one of the most competitive market. Despite the relatively stagnant southbound volumes, there are now more carriers than ever and competition is fierce. 
In December 2010 Lines operating from NWC were 21, 4 more than in 2009 with sailings from weekly to every 21 days. 
From the Med 16 carriers of different size were serving the trade, 4 more than in 2009. 

While the average vessel sizes in the North-South trades have significantly risen last year (9,3%), West African routes still remain an exception due to draft restrictions in a number of ports.
Serving West Africa is not for the faint-hearted as the region is beset with numerous obstacles that make transportation harder than it should be, such as berthing and quay side congestion, draught and customs clearance and intermodal issues. It is testament to the potential that many carriers see in the region that despite problems, muted import volumes (at least from Europe) and low freight rates, the number of players still seems to increase.

The South-East Africa Trade 
Although growth has returned to the South-East African container trades, Lines are adding capacity at a far higher rate, particularly on the Far East route where most of the increase comes from the launch of dedicated services by carriers that had previously covered the trade via wayport calls on longer-haul services to the ECSA and West Africa.
South  Africa is among the continent’s most advanced economies and with all the ingredients for further expansion, stands to benefit greatly from increasing ties to the global economy.
Its key trading partner has always been Europe but all the action now is in Asia.

Southbound volumes from Europe rebounded by a meagre 2-3% last year compared with 2009, but growth from Asia reached the double-digit level.

Last year throughputs for the three major South African ports  showed a 8.6% decline in Cape Town and small increments of 1.3% and 2.1% respectively in Durban and Port Elizabeth. 

Ngqura, the new port under construction northeast of Port Elizabeth was completed in October 2009. It will be the first transhipment centre in South Africa. With an initial capacity of 800,000 teu to become 2 million and with a draft of 16.5 mt it will be the only port in South Africa that can handle 9,000 teu vessels.

The average size of boxships calling at Durban, Port Elizabeth and Cape Town was up from 3,000 teu a decade ago to 4,000 teu  in 2007 while the 8,000 teu size are the ships that MSC has started to deploy now but because of a cascading strategy as these ports cannot accommodate them more than half full.
Kenya, Mozambique, Tanzania, Uganda and Zambia, have all already begun the process of diversifying their sources of growth but greatly differ between them.

Some depend heavily on one commodity, such as copper in Zambia or aluminium in Mozambique and others, like Kenya and Uganda, are already more diversified.

The annual GDP growth of all these countries accelerated from 3.6 percent a year in the 1990s to 5.5 percent after 2000.
The port of Mombasa chronically suffers for congestion due to the huge backlog of containers lying in port with the resultant chaos spread throughout the economy of East Africa as a whole. Mombasa acts as a hub to the entire region, including such landlocked nations as Uganda, Rwanda and Burundi. That makes port development plans of vital concern not just to Kenya but surrounding countries as well.

Total container traffic handled last year was up by 11.5%.

If the modernisation programmes go according to plan, container throughput should grow from 684,000 teu last year to around 1m teu in 2012 and 1.5m teu five years later.

In Dar Es Salaam container handling improved following the end of TICTS operating monopoly but congestion on containers will continue until the planned construction of an ICD at Kisarowe, 40 km from the port, is completed. 
Ro-ro container ships still have a competitive advantage in East African ports. Operated outside the congested container terminals by Line’s dockers and with own equipment, they have not to queue to get berthed and their turnrounds in port are always short.

Congestion, draft restrictions, customs clearance and inland haulage like in West Africa are not the only problems that Lines serving East Africa have to face.

The risk of piracy in the area is far higher and besides this trade is also hampered by barriers of a different kind.

In the modern container shipping industry the carrier must have the control of the whole transport chain.

In Tanzania, for instance, like in Algeria and Tunisia, the majority shareholding of a shipping agency must be reserved to national interests.

In Kenya a controversial Bill was approved last year going further beyond the principle of majority of shares reserved to nationals as it prevents foreign Shipping Lines to hold any interest  not only in Shipping Agencies but in all other related activity, like stevedoring, container depots and haulage. 
In addition, Shippers’ Councils and other inter-governmental bodies pretend that Shipping Lines negotiate with them freight rates, either prepaid or collect, as well as charges and surcharges when they have no control on the cargo which is instead in the hands of Shippers or Receivers. Same problems Lines face in West Africa, where in addition most of countries require a certificate accompanying cargo, the CTN/Cargo Tracking Note  which serves no purpose at all if not that of getting money as shippers have to buy it at loading ports in Europe against a fee of about 100 € per bill of lading.

And the responsibility of cargo discharged without the document and the relative penalties usually remains with the Shipping Line.

The ambition of African countries which already introduced economic reforms and trade liberalisation making progress over the last years, is to implement an industrial development policy, primarily based on the processing of raw materials, with a view to produce in greater quantities and in better quality and to find an outlet for their products on all the world markets.
However, to be successful, such a policy has to be adopted by the whole continent and their Governments must first reduce their domineering influence in the economy and administration opening up to competition in all sectors, including ports and ocean transport.
The challenge for Africa is there, to create within a time span of a generation newly industrialised countries and that these new African elephants associate the neighbouring nations in a steady global economic expansion, like it happened for the Asian tigers abt 30 years ago.










Basel, 9th February 2011









             DR. GIAMPAOLO CERRUTI
8
8

