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Introduction

It is once again & great plezsure for me to be invited by UNCTAD's
Special Programme on Insurance to speak on a vital and importent subject
‘concerning the minimization of lcsses in Merine Cargo, &s well as on the
cccasgion of the very successful seminar held in Alexandria in Hovember
1978, on the same subject.

These seminars organized by UNCTAD mean that this subject has nowadays
an important role at the Internmational Level, and needs a full cooperat:on
from all countries to strengthen and promote the C.L.P. activities, in
order to achieve good results in the marine business, and to” serve in the
meantime the haticnal Economy in each country. -

Therefore I should like to record my deepest gratitude to the UNCTAD
and the Special Programme on Insurance for giving me again this excellent
opportunity to talk about my experience in the field of Loss Prevention
in Marine Cargoes, although it is small indeed when compared with the
successful results achieved by the Indian Experience in that field.

1- Philosophy of Loss Prevention

Loss Prevention ag a general Lnderutand*ng, is to discover and to
dpply the ways and means to avcoid losses and damage, in any field.
Obviously this process results in *ﬂllnge for the econcmy of any country,
rich or poor, and represents a.real addition to.its national assets.

S0 it is worthvhile for any cocuntry to underteke all possible measures to
avoid losses, or at least to minimize them.

Needless to say, the cecst of such measures should not exceed at any
time the output of the results collected from these measures, otherwise
prevention may incur greater losses. This is the main concept which should
be borne in mind when we deal with loss prevention activities.

Lven in the human life we do understénd the meaning cf the saying
"Prevention is better than cure', but mfortunately we do not realise
how much we are looglng by neglecting its gocd application.
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bad results caused by the strong competition among wnderwriters lead to
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3 - Cargo Logss Prsveniicn on the Internstional Level

Carge loss prevention in transpert by Land, iir, and Sea, attracts
the attenticn of 211 "y"*‘l:'eu concerned to what should be done to benefit

the insurance sector in Ua:twcu_ar and the notivnal econcmy in general.

This subject is important snough to appea:: in the seminars, conferences
and meetinga held in Fifferent partc of the world, tc exchange views and
discuss the studies and researches iasued on Carge [oss Prevention, cutlining
the _mmensity of the problem and the increacing interest world-wide in
preventing loss and demage.

This lmpordéncp is 2lsc reflected in the sub-committee formed by the
International Union of Marine Insurance, wnder the name of "Loss Prevention
Committee!", which presents tc the confersnce of IUTMI every year a devailed
and very useful report on loss nrevention activities and informeiion
gathered Trom the memoerm—associaticns representing the international mariet
in marine insurance.




Among the conferences and seminars vhich featured the subject of Loss
Prevention, we can mention

T - The Afro-Agian Insurance Federstion held & conference in Kenshassa,
"Zair in 1974. One of its main subjects was "Loss prevention on
insured cargoes" and in conclusion mnembers were invited to establish
in their porits organizations to prevent losses in cargoes, and to
take into consideration the Egyptiean experience, which started in 1968.

II - In 1976 a seminar was held in India on Loss Prevention in insured
' cargoeés, in vhich the Indian experience was fully develcped. Unfor-
tunately I could not attend this seminar, but the Loss Prevention
Corporation of India was kind enough to send me the valuable booLlet
issued on this .subject.

III - In the same year, 1976, a conference was organized by International
Cargo Handling Co-ordination Association (ICHCA) in Amsterdam on:
"Logss ard damage in Transport" where emerged the need for damage and
loss prevention activities to be regarded as an integral part of the
carge system, and not as a "fire brigade'" operation,

IV - In June 1977, a seminar organized by the Arab Federation of Insurance
and the Arab Academy for Maritime Tranport was held in ATexandria
on "loss Prevention in Marine Insurance'. The delegatesg of the Arab
Nations submitted the results of their researches and studies, and
specialized lecturers from various countries presented interesting
papers. Recommendations of this seminar brought out the importance
of these offices and recommended their establishment to prevent
cargo losseg in all perts.

V = In November 1978 an African Regional Seminar on Marine Cargo Insurance
organized by UHCTAD and financed by SIDA was held in Alexandria,
Vvhere I was honoured to present a study on Loss Prevention in Marine
“Cargo Insurance.

At all conferences and seminars, two main decisions are recommended
and enccuraged : ' =

1 - Close exchange of ideas, suggestions and full reports and statistics
with other C.L.P. offices in the world.

2 - Tralnlng of uhe specialised personnel engaged in C.L.P.

This will surely promote and improve the eotabllshment of OfflClal
and specialised C.L.P. offices in 2ll ports.

¥
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We should frenkly say thet, where no other means could be found to-
improve the results of Merine Insurance, inspite of the high importarce
of -such an activity, the matter is still limited to giving advice and re-
commendations. -

So it wag a wise idea of UNCTAD to turn again the spot-light onto
various agpects of the subject, because in that way our knovledge and ideas
are improved and such seminars zre & practical example of how international
co~operation can contribute to the welfare of all partners.

4 - Efforts deploved for logs minimization on marine cargo

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

Risks are various and more or less important, but indirectly they
badly influence the national economy.

The loss is not always limited to the material loss of the goods,
but algo has serious repercuscsions on the industry by slowing down and
delaying production whilet waiting for replacement of the lost or demaged
tacts or items.

Therefore it is obvious that the imporlance of logs prevenition is
increasing, particularly in the developing countries struggling in a great
battle for development. Their success depends on their capability to
mobilise all their efforts in this batile and the hest way of using them.

In the last decades, a new trend hasg developed in the insurance
industry. Apart from granting extended covers, and charging usual-nsamal
premiums, some underwriterc have turned their attenti .n to vhe importance
of methods and: ways to minimize or prevent loss. Insurance companies
decided to take a direct step, in the interest of all. concerned by applying
the principles of Cargo Loss Prevention.

Although "Loss Prevention" is a vital process for saving time and
money, it does not,ring the same bell everywhere. In some countries, it
has developed. .into highly specializecd deparitments within the insurance
companies, or fully-equipped independent offices 3 in other countries,
& person, or a small team examine daily which losses can be "prevented"
on the basis of the information -and ctatistics available ; and finally
many sectors are still unaware of the necessity to adopt the principles
of "Cargo Loss Frevention'.
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We must alsc add that even in the well~org genized ports, statistics
show .nc¢eaglng lossges due to thefs and pilferage.

In order to identify any formally O“Panlued'cargo Ioss Prevention
offices or organizations in certain countries, whether operated by Government
or by groups of insurance companiss, how they are constituted and financed,

-and the services they render, the IUMI Cargo Loss Prevention Committee cend

out to its Member-Asscciations 2 circular to gather th;Lq valugole lnformatlon
which they comunicate %o all members. :

The replies received, inil978 and 1979 were most discouraging, to say
the least.

The following facts emerged from these replies

In India : The interest of Indian insurers in prevention of loss to cargo

in transit goes back neerly two decades. It developed into
a well known Organization under the name of "Loss Prevention

Assoc1atlon of India Ltd.". From the bocklet issued recerding
the proceedings of the Cargo Loss Prevention Seminar held in
Bembay in February 1977, we can realise that the Indian expe-
rience in that field has improved and deserves to be a
example to all nations. :

In Sweden . Their association runs.a Harbour inspection service in the

port of Gothenburg, vhich takes care of cargo checking,

stowage and surveys. Only 25% of their activities are
directed towards C.L.P.

N
In Finland : The C.L.P. department of their asscciation ~ {comprising three

staff members of vhom two are sea captains) - 'is in charge
of daily routine checks in Helsinki port, alsc occasional
surveys in other Fimnish ports, studies Members' special
problems, cooperates with police and poxrt authcrities, and
gives lectures on C.L.P. in schools and institutions.
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In Begypt ¢ A special and independent office established and financed by
national insurance ccmpanies, has the responsability of- pre-
venting losses in all Bgyptian ports. (4 detailed survey
will follow). :

In addition, we know that Irag and Kuweit have established specialized
offices through their insurance compznies to prevent losses.

It would appear, therefore, that only a few companies recognise the
importance of the Lecass Prevention, and take necessary action. I hope
that this seminar will underline the importance of setting up C.L.P. offices
in national ports, which will enhance the marine cargc business, and the'

"national economy as well.

: 5 - The Egvptian expefienoe on C.L.F.

5.1 As far as Egypt is concerned - .as weliqas most developing countries
participating in this Seminar - its economy bears a great burden which
impedes . implementation of the development plans.

. -
The Insurance Sector - through insurance companies - faced two
. problems in the marine business S

1. 1Increasing losses due to damage and shortage of goods sustained
in the verious stages of transport and handling.

2. Ineffectiveness of recourse action against carriers liable for any
losses &and damages sustained by the gooods, in cuses where the
BEgyptian law is applicable.

Hence a committee was formed by the Egyptian General Insurance Orga-
nization to study the matter. This study revealed the importance of getting
up a non-profit-making body, to devote its entire efforts to investigation,
prevention and minimization of losses in Egyptian ports; this is what may
be called a direct intervention from insurers to mirtimize losses

The said committee was convinced that a special office for loss
prevention with good possibilities to function can, in the long run, attain
the following aims

‘A) To benefit the insurence sector

1. Decrease of loss ratio in marine business

2. Improvement of reinsurance conditions.
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B) To benefit the national economy :
1. Reduction of marine insurance premiums.
2. Reduction of cosgt of imported goocds.

3. Prompt delivery of production equipment and commodities in due
quentity and time. ‘

4. Delivery of goods in sound condition to consignees, or at least
with minimum loss and damage.

It was also taken intc consideration that some risks cannct be prevented,
such as acts of God, sinking, fire, etc.., but that it is possible to minimize
them. On the other hand, preventable losses still represent the major part
of all losses; there were reported in a useful publication by the Insurance
of North America, to range from 69 per cent to 8l per cent. It means that
we have a large area in which we can work successfully,

It goes without saying that the establishment of such an Office
should not be construed as exempting all other parties involved in the process
of handling, from taking all necessary meagures tc minimize Tosses. On the
contrary, the existence of the Office chould revive the conscience of the
parties concerned to deal with the cargoes in the proper way, which means
to fulfil their respcnsabilities; otherwise the Office would have to bear
the full brw.t of loss prevention action, vwhich cannct he the responsability

“of a sole party, but ell parties concerned have to co-cperate during all

stages of the voyage, and precautions must be taken thrcughout the transit,
as every move ‘of the goods invelves a peril which may result in a loss.
Hence we must underline that the perty concerned is requested to take the
necessary precautions so that the transpert is effected with the minimum
of damage to the goods. Loss prevention must be considered, therefore,

as an activity incorporated in all stages of the transport of goods, and
not as an independant part beginning only after the incident -

On the basis of the understanding outlined above an agreement among
the Egypiian Insurance Companics was signed on June 17, 1967, establishing
the "Cargo Supervision and Surveying Office" with effect from 15 Januvary, 1968.

The operations&of the Office showed very good results and it was decided
to strengthen it, to give it all support tc accomplish its functions, and

"to preserve its independent structure., The Ministry of Insurance therefore,

igsued an Order in 1973 establishing the Office as a union between insurance
companies based on the Law of Insurance, under the same name. This Order
stipulated that the Office maintains its autonomy. A statute was drawn up
to regulate the Office's funciions, purposes, its administration and finance.

Delegates from Egyptian insurance and reinsurance compshies and from
the Insurance Organization are con the Board of Directors of the Office.
Insurance companies finance the Office and bear its expenses out of a
properticn of marine insurance premiums collected every year.
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The Republican Decree issued:. in 1976, reinstated the Egyptian
Insurance Organization and amoug iits duties is supervision of insurance
federations and pools, as well asg of the Cargo Supervision and Surveying
Office. The Decrez stipuiates that the General Manager of the Office,
in his professicnal capacity should also be @ member of the board of the
Insurs. ce Organization. This monagement pattern bears outb the strong
link between the activities and services rendered by the Office and the
appreciation felt by the Insurance sSector since it bears all the expenses
of the Office.

5.3 IThe Office!'s functiong

; The minisverie.l Order, issued to incorporate the Carge bupervision
. and S irveying Office, specified the scope of its activities ag follows

"The Office is to supervise and survey imported and exported

goods in the ports of A.R.B. during loading, unlcading and stoirage
within customs warehouzes or in ammex customs area, and to attend,
in co—cperaticn with other authorities, to all formelities with a
view to preventing cr minimizing cargo losses.” _

The functions of the Office mey be summarized as follows

1 - B supervise the arrival in and depsriture from DBgyptian poris,to
record each shin's consignments listed on the manifest; and, to
ncte the details of imported and exported goods.

2 - To supervise the procedure of loading and discharge of the goods
to and from the ships of fleating barges cr pontoons,. to record
all demzges, and to take all necessary steps for their safety and
proteciicn. -

3 - To supervise the grods during transpert from barges or quays up
to customs warehouses and the annexed customs areas until they
are stored; o attend te their disposal and-to record their
ccondition at every siege and to take the necessary steps for the
‘safety of the goods, including repairing the damaged packages or
reconditioning the goods.,

: 4 : ' :
4 - To take tha necessary steps for filing, on behalf of whom it
mey concern znd within the legal time-limit, appropriate reserves
against the party responsible for the loss, without prejudicing
their legal and contractual obligations.




5 - To inform promptly the insurance companies of any damage caused

© " to the insured goods and prepare the relative detailed survey
reportes, describing shcrtage aind loss and their ceauses, after
having made all necegsary recordings at every stage of transport
from time of arrival until clearance through custons.

6 - To resort to scientific and technical expertise in the different
specialigaticns, tc conduct studies and researches in relaticn with
the Office's activities.

7 - To prepare technical studies bhased on the actual handling processes
in order Ho discover the repeated causes of damage to the goods,
in crder to take the nicessary measures to minimize them.

In additicn to the abcve-mentioned activities, the Office also acts
as <laims agents for 230 Areb and foreign insurance comp:nies from different
parts of the world. Por these companies the Office carries cut surveys
of godds insured abroad by them, upon applicaticn from consignees in.case
of lcss or damage to the goods, and issues the relative survey reports
whieh constitute the basis for setvtlement of claims. The Office alsc acts
ag claims settling agent for some of these companies, by preparing and effec-
ting setilement of the claims, -

We muet also mention that, in severs cases where the 0ffice was specially
requested by insurers abroad to supervise the goods frem discharge (hatch
surveys) from the ships wntil final delivery %o consignees, the results
obtained were excellent either no loss at all, ocr a very reduced loss with
all rights and respensability duly reserved. The Office received several
letters of congretuletions and encoura ement from insurers satisfied with
our efforts. : ' »

The Offices, upon request of the local insurance companies, holds surveys
at consignees! final stores and issues the relative reports; among these
surveys are those for entire shipments of steel pipes and equipment destined
to the SUMED (Suez-Mediterranean) Pipeline Project from discharge at Alexan-
dria up to sites inland. The Office haed to senda delegate to supplier's
factory abroad and port of lecading to discover the cause of the demages these
pipes sustained. oo -

The Office has %xperiencé in protecting the goods and lends its. services
to navigation companies and consignees as regards repair and replacement of the
damaged packings, in order to minimize the loss, before the goods are cleared
through customs.

The folllouing figures show the number of shipe from which goods, - super-
—yiged-by -the Office, were discharged at Alexandria Pcrt in 1977, 1978 compa~
red with the year 1970

Year Humber ships Consignments Cargo - Tens
1970 1506 51404 312511104
1977 2166 45603 8177415861
1978 2475 43009 1010991193
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These figures reflect the contihucus rise in the volume of -the work
accomplished by the Office. The Office's activities iz not restricted to
the port of Alexandria, buL extend tt include Zafage port, Port Said, and
Suez. ' ‘

The Office's representatives on quays supervise the goods and; due to
the difficulties of covering all ships at the same time, they contentrate
cn insured consignments brnught te their notice by insurance policies already
submitted to them, and cn consigmments they lmow from past experience such
as the kinds of goods or the particular C\nolgneeo. ' .

They alsc give special attenticn to visibly dameged goods, even
when their insurance ig unknown to them.

~

Supervision coneists of

1 - Stating the condition of goudq by various means {joint surveys .
with carriers, customs, stevedores ~ Police Proces-Verbals )
2 - Making a preliminary report on each case. o

3 -~ Repairing broken, spilling or lesking ccntainers (cases - bago-
drums, ‘€éct.) or reconditioning contents of damaged packages

into new packing t¢ minimi.e losses.

4 - Sending letters ¢f prctest to the responsible parties within
48 hours from discharge and delivery to CUuLOU stores.

5 ~ Sending 2 preliminary advice of loss t¢ locel insurance companies
within 20 days from the end of discharge, so that they can institute
the necessary legal action against carriers in due time. Such
procedure enables the insurence comp=nieg to take proper recourse
action against carriers, and collect substential compensation,

‘ag the recourse zction mnst be presented to court-according to the
Bgyptian law - within 31 days from the date Sf sending a protest,
vhich in turn must-be algo sent within 48 hours from the date of
discharge and delivery uo customs warehouses.

6 - Attending Ilgwj survey of damaged goods in customs warehouses
- Jointly Vlth customs-Officials befcre disgpesaly; and repairing broken
or spilling parcels, up tc final delivery to consignees.

After disposal of the goods, a final survey report is issu ed. Such a
repcrt is considered an eesential document in claim scttleme1t




The following figures chow the number of le tt rs of protest, preliminary
loss advices and final repcru;, issued ag & res I supervision of goods
in 1978, as ccmpared vwith the yezr 1970

1970 1978
Letters of protest ' 15908 | 28000
Preiiminary loss advice . 6540 _ 10058
?upervisién-reports : 5421 8291

These figures do not include survey reports issued for foreign insurance
companieeg; reports on final surveys at custcmers' site; reports on surveyed
goods found in geod condition con disposal frcm customs areas

. The quantity of work in the Office demends basically upon the spreading
of insurance cover granted by the Egyptian insurance companies. Ccmpared
to 1970 marine premiums, 1978 showed an increase of 433 per cent which is
indicative of the great increase in the volume of werk of the Office.

As a resgult of the increased work— cad, the Office had te increase the
number of its staff. In 1970 it had 107 workmen; this number was increased
to 258 workmen in 1978, alsc it had to improve the efficiency of the work
by providing means of transport within the port areas, generalizing the use
of modern methods and equipment for packing, repairing and binding (steel
strapping mechines, ropez, glue, etc.) and holdLnb raining courses for
its personnal.

The esteblishment of +the Office, frcm the insurance point of view,
wag a narural_step to take gince 1t is the insurance that uvltimately bears
the cost of shortage, losses, and damages of the goods; hence a direct
intervention was required for loss prevention.

Hovever, organizations “eupunCWble for the handling of goods in the
port were at first hostile tovards the Office because they feared that the
Office would try to control them, and malke them liable for all losses and
damages, not understanding thet in fact they would benefit by the loss
prevention policy aQODbed by the O0ffice,

EY .

Ag we were convinced that C.L.P. could not be successfully e&chieved
w1thout fnll ce-operation and participation among all parties concerned
{ingurers, carriers, fownrders, stevedores, custons officials and particularly
the 1inal”receivers), the Office had to overcame the difficulties emenating
from the lack of understanding,, and to establluh a ”bridﬂe of trust" with
the other parties operating in the port, in order te ocreate the suitable

climate ie: couperation. It was not easy tc reach these aims, and even
now it cannet be said that we succeeded totally in what we huned to realize.
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With the full support of the General Insurance Organization, and the
Ministry of Insurances, the 0ffice was able to face some of its problems with
the folicwing results e

1l - On June 4, 1973, the Oifice was Idrthbf strengthened by a Ministerial
Order granting it the legal pattern, inmtead of being only an
agreement among Insurance Companies,

2 - In Pebruary 1974 2 meeting was convened by a dec~ulon of the
Ministry of Maritime Transpert; it was presided over by the
Chairman of the General Orgenizaticn of the Port of Alexandris,
and all organizaticonsg cperating in the port were represented, ag
well as the Office, the Ministry of Maritime Transport and the
Ministry of Insurances; ite zim was to discuss the best methods which
would enable the Office t¢ perform its activities successfully.
The fcllowing decisicons were alopted

a) The Office should receive cupies of carge manifests through
Cuetoms Administration, in order to have the possibility to
cascertain the kinds anL guantities of the shipments and the
names of consignees. )

b) Representatives of the Offioe have the right™to board the
ships &t any time, and to be present in the varicus customs
itores, Furthermore, tCﬁebhor with representatives from
customs warehouses end navigation compinies they must be
present to sign and obtein copies of inventory sheets when
ingpecting and weighing damaged parcels.

(Q 1O}

5 -~ In 1977 . <zl o of the Office was granted the previlege of the
General Menager of the Office becoming & member of the Board of
-Directors of the Port Organizaticn of Alesandria. This is a
great azgset in the co-cperation betveen the Port iuthorities and
the Insurance Sector, since the Board comprises all parties concerned
in the process of cargo handling, including fepresentatlves of the
receivers znd the PQTL olice.
_ In sgpite of this achievement many prcblems and difficulties. remain,
as many paritlies are sharing the woerk in the process of carge handling; and
these problems cannct be left tv "Bena Fideg" and individusl initiatives
and must be faced and golved by the Official Authorities
)
In order to give more support to the 0ffice, it is zuggested that the
relations between the Office and the varicus parties_operutlng in the Ports
be determined by a decisicn from the Prime Minister, smd will therefore
‘have tc be accepted ty all parties as an official compulsory ruling. This ‘
suggestion is being studied in the context of a new law .on Insurance submitted .
“to the Cabinet by the Minis sty of Economy.
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ingpection fwom the Food Contrel Authorities. The amcunt of
galved cuentities of tee reached in 1977, L.E. 215000, and L.E. 152000
in 19783. '
In shis *ﬂOpact ve weuld like to mention that boxes wrapped in jute
sustain lesser losses than uwnwrapoed boxes.

Ye advige shippers -~ Ihrough insurance companies - 4o pack the
tea in bags, inside the boxes, o prevent losing the contents when the
box is broken.

naid to sugar oﬁ/which we import remarkable

tea's subsidised the Gsvernment, in order to keep

e reach cf the masses.

c
guent.ties
the price

e insurance company for industrial
for a vyelue of L.E. 300!'C00.-.
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tities put in new bags
purposes as salvege vere

The reccrmendations given by the Office tc the shinpers, for minimi-
sation cof losses. vere that -

a) DBags weighing 100 1 kg are cuc eptible to a grea or loss, because = ..
stevedores are us sing hocky fer dischexn wvhich lsads to leakage. So it 7
is

rge
gafer Lo out in bags of 50 kg or 75 kg.

) dugsr pack:d in linen cloth-bags gave bad results
¢) Tne ideal vecking is Dlaa tic-lined jute-bags for 50 or 75 kg of weight

Tfots develcoped by the O0ffice to minimize
insurance companies as well as the

e cannot pretend t
guite conv1nced EhuL a better un
all parties 1n7*7VQQ in the proce
rezch lts goals A

that we achieved all vhat we wished to do, but we are
t derstanding of the role of the Office by U
gs of cargce handling, will encble it to

We also believe that we should appreach the loss prevention problem
from a much broader angle, by exchanging views and experiences, and by
promoting vreining of pergonnsl dealing vith the C.L.P. activities. It is
cbvious that this invclves & great déal of time and effort, but we should

-rot-ve-dincouragsd; Ve must set dur sighte hl”h and ac"ent the fact that
the resulis will te noticeable only in the long term, and with the full
co-gperaetion of all those vhe cever the cost of loss and dama.ge.,
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That, of course, is the great value of an organization like UNCTAD,
giving the problem its real dimensicon on an international level, and gethering
here experts from Asian and African countries to discuss this vital problem.

[0

I am sure we shall be able to pick up a lot of ideas and gain experience
from each other at this Seminar, and in this way a further contribution
will made to world-wide co-operaticn in the Marine Cargo Insurance sector.

et

I wish you every success and for your countries a continued progress.




