Cargo Loss Prevention — The Bgyptien Experience

by Mr. Fathy Youssef
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Introduction

;Insurance industry is considered as the mein basis of economic status:
in all nations. It therefore follows the .improvement of economi¢ and social
activities around the world. Such improvement made insurance covers wider
in types and quantity. New risks were introduced and insurance had.to study
them to find the adequate conditions and premiums. -

' *K&fﬁally; éspects of insurance industry are not restricted to the issue
of insurance covers and the collécfion of ‘premiums, but it egsentially aims
at minimizatlion of loss’: by allowing rebates of premiums’in case of pro—
cautions’takén for loss prevention, b&ﬁgiving advide On.theABesfﬂwajé f¢f”.

logs ' prevention, and by diredt intervention to minimize thé cotisequéntial i

losses. e Vo '
' Marine cargo”insurance represents an important part in insurance acti-
vities. .This is a brief report onthe measures undertaken by the Egyptian
Insurance Sector in order to minimize cargo losses over a period of more
than ten years.. Such measures gave the best results upon different types -
of insured goods, in spite of the hsrd conditions in vhich this sector
operates. This is what may be called, as mentioned before, a direct inter-

vention from insurers to minimize consequential losses.

1- Efforts deployed for loss minimization on marine cargq

£0rigin - Institution of specialized Office)

Imported and exported goods, insured or not, are exposed to great hazards
during the different stages of loading, transport, discharge, until arrival
at the final destination at consignee's warehouse. '

Risk are various and more or less important, but indirectly they have
an adverse influence on the national economy..

The importance of loss prevention in increasing specially in the deve-
loping countries, which are struggling in a great battle for development to
achieve its goals. Their success in this achievement depends on their capa-
bility to mobilize all their efforts in this battle and in the best way of
investing them. |

Az the Insurance Sector =~ through the Egyptian Insurance Companies -

is bearing directly losses due to damage and shortage sustained by the goods
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during the various stages of transport and handling, end therefore these
losses ns influence the national economy,it is quite understandable that
this Sector tries to face this problem by finding out its best practical
solution.

Hence, a coumittee was formed by the Egyptian Insurance Organlzatlon
to study the matter. This study revealed the importance of settlng up a o
non—proflt-maklng body to devote its entire efforts to the investigation,
preventlon and mlnlmlzatlon of losses in Egyptiantports“ This«MEéé thethé—-gi~
gnature of_an agreement among the Egyptian Insurance Companles on June 17,
1967, wheleby the Cargo Supervision & Surveying Office of A.R.E. was esta-
blished. The Office started its functions on January 15, 1968 |

As a result of the success achleved in this field, for which aim it
wa.s eetabllshed, it became necessary to etrengthen it, to glve it all sup-
port requlred to accompllsh its functions in a way to preserve its autonomy.
and its 1ndependent structure. Therefore, the Ministry of Insurance, issued
Order N° 47 in 1973 establishing a joint office. between 1nsuranoe regigtered
companles in the country with the name of CARGO SUPERVISION’& SURVEYING—OF
A.R.E. . This order stipulated that the Offloe_malntalne“;tsf;ndependent
entity. | e _

A etatute was drawn up to regulate the Office's functions, purposes
and the way of its administration : 1d finance. X

Delegates from bgyptlan Insurance and Relneuranee Companles and
Insurance Organization are on the Board of Directors of the Offige.
Insurance companiee finance_thesoffice. and bear its expenses with a pro-
portion taken out of marine insurance premiums.

By the issue of Republlcan Decree Ne 221 in 1976 the Egyptlan o
Insurance Organization was relnstltuted and among 1ts_eompetence wa.s iﬁ;‘
cluded the supervision of insurance federations and pools, as well as |
the Cargo Supervision & Surveying Office of A.R.E.. The decree stipulates
that the General Mahager of the Office, in his professional quality is to
be also a member of tne board of the Organization.

No doubt, an office for loss prevention with good possibilities to
function can, in the long run, achieve the following aims ;

1. Reductien of merineuineunence premiums
‘,2, Improtement df reinsurance oond;tions:i

3+ Reduction of cost“ef imnorted goods L

4. Prompt delivery ofigbeds in good condition to consignees ‘

5; Quick delivery of production equipment and commodities, in due

quantity and time.
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In our opinion,. lOSu minimization lu not thc responsability of a sole

party but all parties ooncerned have to co—operate in all stagcs of the

_voyage and preo@utlons must be taken dll through the tran51t as every

move of the goods 1nvolVe5 a perll which may result 1n a 1oss k all partles
have to take all possible precautiwns te protect the goods in transit., _ )

Neturally, there are some risks which cannot be prevented, such a3 
acts of God, sinking,fire; eto., but it remainsypossﬂhlectonﬁmnmﬁigetthgm,
At the same time most of the risks may also be prevented by taking the
necessary steps and precautions. |

. Loss prevention must therefore be considered as an activity incorpo- -
rated into all stages of the transport of goods, and not as an independent
part, beginning only after the incident. The establishment of the Office
should not be construed as exemptlng all other perties from taklng all ]
necessary measures to minimize losses ;3 otherwise, the Office wauld havo

to bear the full brunt of loss prevention aotlon, which certalnly‘was not

the 1ntentlon when the Office was established.

2— Twprovement of activities of the loss prevention office in A.R.E.

Difficulties met during the fulfilmernt of ité duties

The Ministdrial Order issued to incorporate the CARGO SUPERVISION &
SURVEYING OFEICE OF A.R.E.‘specified the scope of its activities as follows 3

"The Office is to suﬁervisa and survey imported and exported goods in
the ports of A.R.E. during. 1oad1ng, unloading and storage w1th1n customs _
warehouses or in annex customs area, and to attend, in co—operatlon w1th
other authorities, to all formalities with a view to Preventlng or mlnlml—
zing cargo lesses".

The functlons of the OfflCL can be summarized as fallowing :
1. To follow the Shlps' arrival at and departure from the Egyptlan ports,
te record the c-n31gnments listed en the manifest of every ship and to note
the details of lmported and exported goods.
2. To supervise the procedure of loading and discharge of the goods to and
from the ships 1r‘floating_bargeo_or pontoons; 1o record all damages; ‘a;d,
to take all necessary steps for their safety and protection. '
3. To superVLSe the, goods durlng transport from barges oT quAyS Up to
custems warehouses and annexed custome areas until they are stored; to
attend to their disposal and to recerd their condition at every stage; ;ahd,
to take the necessary steps for the safety of the goods including repairing
the damaged packages or reconditioning the goods.




ivour efforts.
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4. To take the necessary and suitable procedure fur 1ssu1ng the letter of
reserves, w1th1n the legal tlme-llmlt against the party respon51b1e for the
loss, on behalf of whom it may concern, without preJudlclng thelr legal rlghts.
5. To inform promptly the insurance companies of any damage caused to the
insured goods and to prepare the relat;;e detailed survey report desorlblng
shortage and. loss and thelr causes, after hav1ng made all necessary recordlngs
at every stege of trdnaport from time of arrlval up to the time of clearance
from customs. o
6. - To resort to scientific and technical expertise in the dlfferent
specialisations, to conduct studles and research relative to the Offlce 8
actLV1tles. ) '
7. To prepare technical studies baged on thc actual handllng processee
in order to discover the recurring causes of damage to the gbods, in order
to take the necessary measures to minimize them. |

In addition to the abovewmentioned activities, the Offioe'e1sQ acte
as Claim's Agents for 230 Afab and foreign ineurance companies'. The Office
carrles out surveys of good insured on behalf of these companies, upon ap—
pllcdtlon from con51gneee in case of loss or damage to the goods, and issues
the relative survey reportd which constitute the basis for the settlement of
claims, _

The Offlce also acts as claims settling agents for some of these

companies, by preparlng and effectlng settlement of the claims. . -

We must also mension that, in several cases where tle Office was

specially requested by 1nsureru abroad to supervige the goods from the tlme of

dlscharge from the Shlps untll flnal dellvery to con81gnees, the results

obtained were excellentﬁ- either no loss at all, or “a very reduced loss with
k-

all rights and responsability duly reserved. The Office received several

1etters of congratulatlons and enoouragement from Easurers satisfied w1th

ki
. ' o . - >
An example of the Office's activities are surveys at consignees'

final stores and the issuing of relative reports, surveys are carried out

for entlre shlpments of steel pipes and equlpment destlned to the SUMED

(Suea - Medlterranean) Plpellne Project from dlscharge_ at port up to the
gites. .For these surveys the Office has assmgned a representatlve at the

guppliers! factory and the port of loading to ascectarn any damage and lts

causes.

b
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Owing to its e?pcrience in protecting the goods, the Office lends its
services to navigation comparles and consignees ior urepalr and replacement
of the damaged paoklng,'ln order to minimize the loss.

‘At xlrst when the Office was established it was to supervise shlpmenta
iﬁsﬁred with Egyptlan insurance companies, 81nce these alone were to bear
'élljits expenses, but in practice this attitude scon proved 1mposa1ble,
because the Office found it difficult to determine at time of discharge wh
whetheﬁ_the goods érriviﬁg were imported on FQB or CIF terms. Therefore all
consignmente were supervised irrespective of where the insurance cover was
effected...However, this increases enc:mousiy the work load of the Office.
The Cffide cannot supervise all the goods, which is beyond all its posgsibi-
lities and is also entailing overhead expenses which cannot be borne by
the insurancé.sector alone. A remedy for this problem must be found. ‘

 The following figures show the mumber of ships from which goods were

dlscharged at Alexandria in 1977, compared w1th the year 197C i

Year Number of ship Number of consignments Cargo-Tons:
1970 1606 51404 313511104, —
1977 2458 59152 101124'190,~

These figures reflect the continuousrrise iinvedlume odf ttie vk
accomplished by the 0ffice.

The Office'scddé¥ititics were not restricted to the port of Alexandria
only, but they were extended to include Safaga port as from August 12, 1969,
then Port Said as from the end of the year 1975, when the Suez Canal was
reopened, and at last the port of Suez as from March 1977.

The Offlce‘s representatlves on quays supervise imported goods and, due
to the difficulties of covering all ships at the same time, they pay spe01al
attention to 1nsurgd con31gnments which may be easily 1dent1fled through the
insurance pOllGleS already submitted to them, or through knowledge ghinmegh
from experience of the kinds of goods or the individual consignees.  They
also give special atténtion.to apparéntly damaged goods, even when their

insurance is unknown to then.

Supervision consists of : _

1. Stating the condition of goods by different means 301nt surveys w;th
'carrlers, custonms, stevedores -~ Police EI@C@‘»-VeTbals)

2. GlVlng prellmlnary report on each case _

3;‘ Repairing broken, spllllng or 1eak1ng containers (cases - bags - drums,
etc.) or reconditioning contents of damaged packages into new packlngs

to minimize losses.

imw
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4.  Sending letters of protest to the responsible parties within 48 hours

from discharge of goods and delivery to customsvstofés.

5. BSending the preliminary advice of loss to local ihsurance_bompanies

.within 20 days from the end of discharge, so that they can institute
the n@cesséry‘legal action against carriers in due time. Suqh proce-—
dures enable thé insurance companies to take the appropriate recourse
action against carrlers, and to be indemmified as accordiﬁg to'ihe
Egyptian Law the recourse actln must be presented to the Law Court
within 31 days from.ihe_date_of sending a protest, whlch must be also
sent within 48 hours f}om the date of disch@rge and délivéry in customs
warehoubeé. _ _ ' -

6. . Attending flnal survey of damaged goods in customs warehouses 301nt1y
with customs. Oiflclal° before dlaposal, where needed repalrlng broken
or spllllng containers, up to flnal delivery.

After dlsposal of the goodg, flnal survey report is 1ssued | Such a

report is considered an essentlal documont in ¢laim suttlements.

The following figures show the number of letters of protest, preliminary
losa advices and final, reports issued as a result of SuerVlSlon 2f goods in

1977 compared with the year 1970 ;

Letters of protest 15 908 26 237
Preliminary loss advice . 6 540 11 114
Supervision | o sigm 8 713

These figures do not include survey reports issued for foreign insurance
companies or reports about final surveys at customers' site and reports about
surveyed goods found in good condition on release from customs areas.

The gquantity of work in the Office depends bagically upon the spreading

.cf insurance cover granted by the Egyptian insurance comapnies. Marine

_premiums.incréased 34,7% in 1977 compared to'1970 which reflect a gfeat

increase in the volume of work performed by the Office.

As %he workload increased, so the Office had to increase 1ts labour
force. In 1970 it had 107 employees; this number was 1ncreased to 237
in 1977 1% had also contrlbuted to the improvement of condlulons of
handling of goods generallzlng the use of modern methods and equlpment
for packing, repairing, binding, steml ﬂtrapplng using, ropes, glue, etc..

It also organized special training courses for its pbrsonnel
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'3, Difficulties encountered by the Office in performing its functions

Frbm the insurance industry's point of view, the establishment of the

Office was a natural development, since it had to bear the cost of shortages,

"losses and damage to the goods. Direct intervention was necessary for loss

prevention, On the other hand, the organlzatlons operating in the port

'respon51ble for the handlng of goods, took a hostile position towards the

Office, fearing that the Office would control'them and then make them liable
for all losses and damages, whereas in fact thej.étood to benefit from the
loss prevention policy adopted by the Office. |

‘This was the beginning of the troubles and difficulties encountered by
the 0ffice. To perform its functions, the Office had to overcome these
difficulties with patience and widsom in order to gain the putual trust and
understanding of other parties in the port, in order to improve its perforsan-
nonge Lhothen gené.ral iftebest. “

The Office had to establish co~-operation w1th these parties, and dlspel
any fear of partiality due to a conflict of lnterests, otherwlﬂe_lt could

not fulfil its responcdbility of supervising the goods and preventlng losses,

without harmoneous and daily contact with all parties in the port In this

context the Office's good relationship with the other parties constitutes an

important and fundamental achievement.

In spite of these efforts, we cannot pretend that everything is running
smoothly and properly; there is still a big dlfference between the reallty.
and our wishes. We do hope that this slfmarmnnew1ll improve in the near
future. We think that this w111 be possible only if the Office's respon-
sibilities are defined more realistically, consideriné.its work -as we
said before - as an integral part of the process of cafgo handling which
must be undertaken by all.parties concerned. '

Here are the causes of difficulties met by the Office.

a) Mislnterpretatlon of the nature of the mission of the Office

b) The establishment of the Office at the beginning was merely an agreement
between insurance companies with no OfflClal set up.

c} .The Office was establluhed to safeguard the interests of insurance
companiés oﬁly,_bj determining the party responéiblé for the damages
éustained by the goods ; it is therefore ﬁhderstaﬁdable thét organiza—
tlons operatlng in the port such as nav1gatlon companles, 1oadlng and
dlscharglng company and bonded warehouse company, who are most likely

to be at fault are reluctant to co-operaie with the Office.
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The following sre ex:mples of the difficulties which have been encoun~
by the Office in performing its duties .

The Pefus+] of the nevig-tion compsrnies to supply the Office with
copies of ships! menifests. The Office wzs therefore unable to sscer—
tﬁin the kind of gu-ntities of the shipments :nd the nsmes of consig-

nees .

The Offlce wsg not -1lowed to p"rtlclp 'te in the weighing and msking the

1nventory of the ds m»ged s rcels in customs werehouses.

The refusal of shlpplng agencies to make declarations of goods in
apperently deammged condifiaﬁ.

Nonmédmission of the Office's delegate on board ship to supervise
dischérge of gdods and repair of demaged packing.

Non-compliance of stevedores with our supervisors' remarks for ade-

guate means for unloading goods.
Non~adm1551on of thc Office's delegates to attenmd storage and study

documents in customs W&TEhOUoEu

‘Non—comopgratlon of customs officials with the Office in declaring

loss or_damage due to improper storage and stowdge.

The problems met by the Office were repofted by the General Insurance

Organization %o the Ministery of Ing -ance which  atte. pted to solve them

. .uand gave its full support to the Office to perform its functions in serving

the insurance sector and the national economy.

A

The following results were ztiained :

On June 1973, asue&ﬂﬁbﬂ; befofe, the Ministry of Insurance issued
ah_pider establishing the Office as a Jjoint venture between Egyptian
insurance companies under the name of "Cargo Supervision & Surveying
Office of A.R. E.", with an independent legal entity. _

The Mlnlstry of Maritime Transport, in February 1974, convened a
meeting, preslded over by the Chairman of the General Organization of
the Port of Alexandria, at which all organizetions operating in the

port were represented, tOgether with representatives from the Office,

~ the Miristry of Maritine Transport and the Ministry of Insurance,

to discuss the methods which would enable the Office to perform its
activities successfully. The following decisions were adopted:

The Office Manager should partigipate in discussions of the Adminis—
tration Board of the General Organization of the Alexandria Port
when dealing with gquestions pertaining to the O0fficé's activities in

the port. This ope%afihg"in the port, in view of the fact that their
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4

representatives ery nenmbory of ti. gaid Boaxd.

. The Office should receive copies: of carge manifests through Customs

Administration. _
Representatives of the Office must be present... with representatives

from customs warehouses. and navigation companies, to sign and obtain

copies of Inventory Shests when inspecting and weighing damaged

. parcels. .
a) Representayives of the 0ffice have thg tiht. sovgoreni®oamd ships at
any time, and have free access to the various customs warchouses.
‘Iﬁ addition, in order to secure the confidence of the other parties
operating in the port, the Office offers asgsistance to solve the problems

of the daily work and the difficulties facing these parties even if thig

assitance is outside the scope of its duties.

Ag a result of this attltude ;

- The Qffice took part.in a special Committee, set up in 1975 by Minis-

terial beoree, to e¢liminate congestion of goods in the ports and the

Office had played an important role in this campaign, greatly appreciated
by the Marine Transport Minister and the competent authorities.

The special Committee was transformed into a permanent Committee to re-
gulate “ae daily work in the po:t anq to golve pro%lems oceurring by
holding weekly meetings to this effect; the Officc is still a member

of this Committee.

The Office was invited to co-operate with various control orgenizations
to study the work problems at the port and to suggest solutions to these
problems. This co-operatio%h}ggd to a gqoq_undexsﬁandingmof the role

of the Office as a result of/these organizations wanted to consolidate

and to strengthen the Cffice.

Various port organizations approved and adopted the recommendatlons

.-made by the Off;cb for safeguarding the goods, such as the presence

of the Office's delegates during customs officials' inspection of the
condition of damaged goods due to faculty storage, stowage or open~
~air stowage and sforage;. ‘ _

Often, organizations operating in the port consult the Office about
TObIEHb and dprthS among themselve%.

A Committee has been ermcd by the port Organluatlon and directeg by the

Office to trace goods left in the open-air and request their removal by
the consignees. Unclaimed‘goods are consigned to the Government Sales
Commisgion for sale by public auction and the procecds are deposited

in the S8tate'!'s Account.
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This Cormittee also enables the Office to find goods declared lost by
shipping companies and for which claims are reported to insurance companies,

The short time-limit afforded by the Egyptian law for filing a clain
against the carrier cauges much trouble to the insurance companies and since
1970 they are trying hard to obtain a legal extension of the time-limit to
one year, as in the Brussels Convention. It is hoped this will be done in
conjunction with promuwlgation of the new commercial maritime law now being
drafted. y , o

The question now isg considering all these difficulties, has tHe @ffice
managed to accomplish its functiong 7 The answer to this may be given by \
the ingurance compinies which certainly realizced benefits through the establish 5
ment of the Office and the €ulfilment of its functions.

No doubt, the physical presence of the delegates of the Office in the
ports and its supervision of goods in the absence of the consignees gratly
contributed to minimizing logses. Our asdgipent ! can be compared with a.
police office in an area where many accidents occur, obviously only the
existence of our control results in avoiding accidents or at least decreasing
them.

Our. Office also set up - research teams consisting of people with a
wide experience in carrjimgecd :rreses :h, studies and st tistics on different
kinds of goods, recurring shortages and damages. These studies are of a
great help to insurance compznies to adjust their conditions and premiumsz
rates. '

. These studies, were of help in respect of various goods, such as
bulk sulphur, insecticides, mineral oil, etc..

The Cffice is also concerned with the types of woods which need

special loss prevention actions, such as :

Insecticicss : The damaged drums, barrels and tins are transported by the-

Off;ce to a sgpecialized factory for reconditioring; and
then delivered to consignees in sound condition. Statistics
show that losses for this type of goods have been reduced
from 0,5% to 0,1%,

Tea 3. .. The salvaged quantities of tea from the damaged cases are
cleaned,repacked, inspected:by thecfoodsuontrol and .delivsred
toncongdgnees in an adequate condition. Over the past 4
years the salvaged quantity of tea amounted to the value of
L.E. 250'000.




Coffee ;  The sape procedure is adopted with respect 1o coffee, so
that the salvaged quantities of coffee in the same period
amounted to the value of L.E. 37'000.-

These are coame examples of the €fforts deployed by the Office to minimize
losses on cargoes, to the benefit of insurance companies. In the meantime
we cannot pretend that we achieved all that we wished, but we are gquite con-
vinced thef when the problems of the Office are golved it will reach its
goals in the proper way.

Finally, we can say that every experience has its positive and
negative aspects ; the final results, however, show new additions to the
experience, sirengthen it, and give it new impetus to realize its scope.

Before closing, I sincerely wish that UNCTAD with all its supporters
will extend all their assigtance and help to all parties inferested in the
egtablishment and organization of such Offices for Cargo Loss Prevention
in all developing countries, also in obtaining for them the co—operation
of all the Offices already operating successfully in the world, and, last
but not least, in organizing special training courses and in granting
scholarships for the education of the people directly involved in the mission
of Cargo Loss Prevention.

I now wish you all continued progress and success in your Marine Cargo

Insurance activities.




