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INTRCDUCTICH

' (i) The Committee on Invisibles and Financing related to Trade, at ths second part .,
of "its ninth session (September-Octcber 1980), considerad the subject of loss prevemiicn
. in fire-and marine cargo insurance in the light of a study on the subject (TD/B/C.3/162),
which had been subtmitted by the UNCTAD secretariat at the Ccrmittee's request (seventh
sesgion, October-November 19/=) 1f 48 a result of the discussions on the matier, the
' secretariat was requested "to cantlnae its work on the subject cf logs prevention in
fire and marine carxrgo insurance by preparing a list of priorities for measures to be
taken by Governments, industry and trade, the insurance com@anies and the:public, and

to provide guidance and assistance to countries desiring tc set up appropriate agencies
to’ enforce the recommended safety measures...' 2/

(ii) “he present study is submitted in response to the portior of the above request
that relates to marine cargo insurance., It has been prepared by Mr. S.P. Gupta,-
Managlng Director, and Mr, T. Nityananda, Assistant Manasger (Tecnnlgal), of the
Loss Prevention Association of Indiz, Bombay. The UNCTAD secretariat is in full

agreement with the views expressed.

(iii) This study amplifies some of the basic concepts of loss prevention in marine
cargo included in the previous document (TD/B/C.3/162), and auggests a number of
Practical measures in the areas of packaging, transportation, storage and security

of cargo. It also outlines the elements of a global strategy in the field of loss
prevention. This strategy calls for general and permanent co-ordination of efforts

by all-the interests invclved (governments, insurers, shipowners,port authorities, etc.
in numerous fields, not just the adoption of individual technical measures, In this
respect, the setting up of less preventicn associations in developing countries would
provide the institutional framework for carrying cut that sitrategy (see the annex) and
should therefore be the subject of sncouragement and suppert.

1/ See the report of the Committee (Qfficisl Recerds of ths Trade and Development
Board, Seventh Special Session, Supvlement Noc. 2) (T0/B,59C), paras. 132 and 157-159.

2/ See rescluticn 19 (IX) in the report of the Committee (ibid,, Twenty-seccnd
3ession, Suoplement Wo, 2 (TD/B/833), anmnex I, para. 6(z)).
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S I. GCENERAL CONSIDEZRATIONS

1. Logs of or damege to cargo in transit shOQlﬂ be & matter of serious concern to
the shipper and the buyer alike, particularly because even a comnrehen51ve insurance
cover cannot fully compensate all the adverse effects of loss. Further, zall cargo
losses represent wasted effort, and add to the cost of goods and services. In
developing countries facing the problem-of scant resources and their conservation,
cargo losees indirectly contribute to inflationary trends and reduce the per capits
availability of products. Though accurate statistical data relating to the extent oi
cargo damage are noi avallable. estimates in some develeping countries suggest that
the-economic impact of the failure of products to reach their destination in an
acceptable conditicn is unquestionzbly severe, and that such losses result in a
substantizl reduction in the export earnings of these countries. Cargo loss —
preventlon snoula therefore be one. of their.national objective. : -

2. Stualeﬂ carried cut by 1nsurer° over & period of time lndlcate that around

70 per cent of cargo losses are preventable through loss control measures by those
concerned in the areas of packaging, transportation, handling, storage and security ¢
‘cargo., While the loss-producing factors related to these major areas may be
generally the same in any country, developing countries ccula face special problems i

dev131ng loss prevention actions, ovlng tol
(a) climatic factors, suchk as extreme weather conditions;

(b) social factors, like easy availability of manuel labour, which tends to
discourage mechanization;

(c) material factors such as congested and over-worked ports;
(a) relatively unsophisticated methods of handling and transportation;

(e) inadequately developed roads and highwvays unsuitable for fast
transportation cf cargo to and from business centres in the hinterland;

(£f) 1longer layovers of cargo at terminals due to the lack of direct shipping
routes to markets, etc.

3. Such situstions create an atmosphere that is conducive to the occurrence of carg
Llosses vhich may assume catastrophic proportions unless ccntrolled bty organized and
sustained efforts to improve the infragtructural facilities in the fields of
pPackaging, transporftation, handling, storage and security of cargo. These efforts to
contrel the situation should be supported by a long-term educational programme to
change the attitudes of the parties involved in cargo transit in favour of loss
prevention. .

4. In addition to the engineering znd educationzl measures, enforcement cof a set of
statutory regulations prescriting the minimum standards of packing and care in
transpertation and handLlng night be useful in those developing countries where trade
and inductry heve nci displayed sufficient self-discivline and comtrol. The specific
activitiee that could bes undertaksn individually cr cecllectively by national
govermments, trade and industmy, carze terminal autherities, technical instiitutions a
educational crgenizaticns to promote cargo loss prevention depend on the economic and
sccizl conditions as well az the level of carsze loss prevention practices and degree
of awareness prevailing in the ccuntry concerned.
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5 One way to develcp an appropriate national strategy for cargo loss prevention is
to formulate an action plan containing general guidelinss on the apnroach to the
problem, and to incorporate the suggestions of all the interests concerned after a
full discusgsion in a convenient forum con.the possible impact of implementation of the
plan on their respective disciplines. This method could relate the action nplan more
closely to uneeds and also create an environment in vhich the involvement and support
of the concerned interests in the implementation of the plen can be more readily
enlisted. Alternatively, national goveruments could constitute a special unit in the
appropriate ministry.to examine the current status of cargo loss prevention practices
in relation to the guidelines available in the action plan, and take steps to .
-implement the strategies for cargo loss prevention evolving from such an exercise,

6., The unit could be under a high-ranking official, who should repcrt directly to a
senior Cabinet Minister of the Government. The unif coulld set up consultative
comnittees consisting of repressntatives of wvarious interests connected with cargo
transit. These committees could make 2z detailed study of the various aspects of cargo
protection and advise the unit on the ways of organizing cargo loss prevention
practices. Apart from the recommendations of the comsultative committees, the unit
could obtain guidance for the national priorities from the opinion of informed circles
by .organizing conferences or seminars in different parts of the country from time to
time. The next part of the report deals with the measures to be taken by national
governments and by non-governmenial agencies in the areas of packzging, transportatlon,
atorage, handling and security of cargo. :
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IT. TZE ROLE QF GOVERNMENT - ’
4. Packasging
1., The need for growth in the vacksgins industry
Te The - induss 11 production in ;*“elcplﬂr countxies has been contlnuoumly increasi:

for the past fev decades. 4 cemparable growth in the packaging indusiry is necessary
in order to meintain The ogtandard of packing, especially ¢f industrial nroducts, whic
is essentiel il they are to reach their destination safely. Turther, developing
countries face special mroblems in internationel trade. Eor instance, lcng layovers
and freguent han"ling of export cargo at traashipment points are common, owing to the
lack of direct sh inping routes Ifrom the develcoping countries to markets in developed
nations., These cmrﬁuuatances together with extremes of temperatures, and inadequate
Transport, h1na1lng and storage facilities within the countries malte heavy demands on

pu-Ckc_glns .
8. HNon-availakility of suitable packing materizl at reasonable cost may'lead.to'é
tendency te compromise on packaging auality. This iz detrimental to cargo safety.

National govermments chould therefore meke suitable provision in their lndust“lhl
develorment vlans for the szpansion of the packazing industry 235 well,

24 The need to set upn ?ackaging tnstivutes

9. The need to use locally available raw meterials and the need for special
packeging to protect cargo against hazards arising from extreme weather conditions am
1nadeﬂuate and *elatlrcl" unsophisticated methods and facilities for handling .and
storage of cargo ir developing counvries are often difficult fo reconcile,
Governmenta, trzde and commerce as well as insurers are therelcre called upon to make
special efforve to study these seemingly confllicting needs and to develep indigenous
packaging technivues for cargs protection. The establishment of a National Institute
Tor Packh"lng evelormens 2s & joint venture of the national gnvernment, the packagin;
industry and zllied interests in the country concerned weuld heln To overcome these -
fficulties. Such a ventufe would enjoy government support as well as the involvemaa

of industry.

L0+ The functions of the institute c¢ould include:
(a) +*he aszessment of recuirements and the country's needs in the avez of
Packaging; ' : : :
(v)  research 1nto viarle alternstives of locolly avaﬂlacle packaging materials
“to develon cost=effective packing and %o reven+ natural suppiies eof nacking
materizls from becoming cepleted;

(c) imwrovement of stendexds of packaging with a view to preventing loss of z2nd
tamage to lnCdSCrlaL nroducts: " :

-

(4) comsexvation cf mesourcas for vaciing matzrials and mromotion of exports;
and

5}
[

(e) creation of infrastruc%ural or achieving eoverall packzszing

improvenent in the count
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3 Accent on functional packaging

1l, To minimize wastage and spoilage of agriculiural products and tc ensure adequate
orotection against damage for industrizl and other products, it is desirable. to
develop packing methods that lay greater emphasis on functiomal =2spscts of carszo
sefety during transportation rether Tthan promotional--ce -assthetic attributes aimed. at
ccensumer attraction or accaeptability. National governments should recognize the
wtility of functionel packaging as a means 2f controlling cargze loss, and assign
pricrity iun theirvindustrial development plans to those segments of packaging industry
That contribute to the production of packaging materials for carge protection.

4. Encouragsment for the vroduction.of nackaging machinery

12. The improvement of the standard of packing is related not only to the availability
of packing materizls =t 2 reasonable cost, but alse to the availability'bf the right
type of paciking/packaging machinery. The government's licensing nmolicy should take
this factor into account and encourage investment in the preducticn cof packaging and
package handling machinery that is suited to the growing needs of packaging in the
country.

5. Testing of packages and nackazing materials

13. The quality of packaging meterial as well as the design amd construction of the
package. can vitally affect the safety of the product.packaged.. In fagh, studies by .
some United Nations agencies indicate that exporters in developing countries lose a
substantial portion of their export earmings because of poor design and inadequate
construction of packages, although the packaging materials themselves may be of good
quality. It -is evident that not ounly is it nscessary to test packing materials %o
assess their quality, but that it is essential to evaluzte the total package Lor ifs
functional characteristics, shelf life and transport wverthiness in order to ensure
.cargo sefety. The government test facilities or the Packaging Institute should set up
testing facilities at as many commercial ¢entres as possible depending on the demand at
these places %o assess the characteristics of packaging materials ard their influence
on the products and capabilities of a nackage to withstand transport hazards and to
predict its behaviour under different climatic conditionms. A i

6. IExport inspection scheme

l4. To provide for the sound development of export trade in some developing countries,
most of the export trade is generally subject to statutory cuality control and
ingpection by Export Promotional Councils. These Councils inspect the commodities
notified by the Govermment and determine whether the quality of the commodity meets the
standards/snecifications applicable or any other specifications stipulated in the
export contract. Such inspestion and quality control is generally limited to the
product and is not extended to the package. As failure of a package to nerform the
functions expected of it duriag transit may demage the product snd affect its
conformity with countract specifications or standard gpecifications at the time of
receipt by the importer, national govermments might consider extending the export
inspection scheme to cover the transpert vackage in addition to the product.
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T Cexrtification marks on vackages

15. The system of nproviding certification trade merks on product labels is already

in vogue. Cer*lflcmtlon trade marks have been recognized as denoting quality and
conformation to standard specificatious, These marks enable geods to be merketed with
a degree of confidence since the certlfywng agency assumes responsibility for the
conformity of the product with stipulated specifications. Thsz introduction of similar
certification marks for transport packages inm respect of their performance ané The
construction materials used would heln to improve the gquality of packages and reduce
the incidence of their feilure. Fational governments could work out a scheame to
introduce this system after establishing the testing facilities referred to earlier in
this_respgct. ; N : , : .

8o Lralnlnﬁ ‘v ackagiqg

16 S In many developlng countrlas there is a e_rth 01 Dnop1e vho are qualified and/or

ained in the axrea of packaging., Universities and ‘technical institutions d6 not.
offer any courses on packaging, though in some unlversit;es, certain aspects of
packaging xzaterials as well as the packaging of specific products like pharmaceuticals
and food are taught. In many orgenizations, the task of packaging is entrusted %o
persons in charge of other depariments.

17. lack of technical Imowledge of 7ack1ag and pcck Zing could@ be a hindrance to
innovaulons._ Purther, un;nformnd officials usually lack the initiztive to examine the
adequacy or othervise of ﬁgchaglnv and to improve it where necessary. They are also
often unable to devote the recuired time and effort. Thus, in many industries,
vackaging is still locked upon as no more than -a carpenter's job. Packaging as a
means of product proteciion is not likely te¢ yield the desired result unless it is
entrusted to 2 teéhnically qualified person vho is femiliar with the characteristics
of the product in terms of its fragility, susceptibility to shocks, corrosion, etec.,
the properties of Dackagmng materials, and the cost-eflfective methods of package
construction. Governments might think of introducing postgradusitsz academic courses in
pPackaging in technical institutioms and intemsive training courses in packaging in
Packaging Centrez/Institutes with a view to developing overzll packaging expertise.

A survey of the educational facilities already available in the area of packaging
would help in devising & comprehensive packaging education prograzme.

18. ' In due course, governments could create a cadre of nrofessional packaging
specialists who would he avﬂﬁlaole for appointment in manufaﬂturlng industries to
advise the management on sScientific and functional package development and to undertake

the resoons;bllltj of develonlng transportvorthy nackages.

9. Technical Imow-hov

1c

_,I

Techaical lmow-hew is necessary tc establish research, developrent and ftraining

cepabilities within the country to serve as the basis for the systemsiic growth of the

rackaging industry. ' The technical Imow-hoir needed For to develor packaging standards
could be built wp with the assistance and sunport of United Walionsz z-oncies,
vherever necesseary, end by clese cow-operztion and the exchange of experience among ths

[SR RS

developing ccuntries themselves or betirsen developing and devaloped courntries.
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10, Zackaging laws and regulations

20. The nced for legislation in the area of packaging arises cut of, among other
factors, concern for the consumer's right to receive the goods in preper cenditien,
The laws could deal, inter alia, with safety in handling and transport and preiection
for products from envirommental hazards. Rightly formulated, they would help to
upgrade the standards of protection in packaging. The laws and regulations could be
enacted by national or local govermments, or even by trale associations in the case of
regulations. .

11. Incentives {or innovation

2l. In order to ensure sustained iunterest in the development of packaging materials
and technicues, the govermment should previde a forum o recognise the talents engaged
in pursuit of high quality in packaging. The govermment could institufte national
awrards for excellence in packaging, laying specmaL emphasis on the protection aspects
of transport packages. Such awards, vresented as an annual Fﬂﬂture, would fosuer
improvements in the standard of packing and innovative skills.

B. Storage

1. The need for well-designed storage facilities

-

22. The expansion of trade and commerce calls for comparable improvemenis in cargo
handling and storage facilities, The trends towards production of an increasing
variety of goods has led to the emergence of various types of storage places ranging
from ordinary vuildings to special types like the refrigerated godowms for perishable
goods, hazardous goods warehouses, etc. Loss of or damege to cargo during the period
of storage occurs as a result of a number of factors arising from design and layout of
storage places, stacking methods, ventilation and lighting, clearance and traffic
lanes, handling methods, fire safetvy precautions, cleanliness, security, etc. It is
obvious that the availability to trade and industry of adequate, appropriate and
convenlently situated storage »laces facilities would help fo prevent cargo loss.

2. Government warehousing scheme

23. In most developing countries, the comstruction and operation cf warshouses is a
highly capital-intensive activity uith low returns. Consequently, private capital is
generzlly shy of entering this field, so there is evidently a need for govermnment
acvion to provide the warehousing faCLIiules. National gevermments could formulate
through legislation a warehousing scheme to provide and operate 2 wide network of
warehouses at major commercial centres and any dther nlaces they might be required.
Depending on the size of the warechouses and the general system of administration in the
country, the warehouses could be vrovided and onerated by tie nublic, private cr
co-operative sectors. The varchousing scheme must specify, as one of its objectives,
the conservation of the national wealsh through the reduction of demage, deterioration
and other forms of wastage and loss of goods in storhu +» The design, construction,
operation and maintenance of the warehouses under the scheme should then be of a2 high
enough standard to achieve this objectiva.

24. Governmments should establish an agency to implement the warehousing scheme and
also to undertakes, over a neried of vime, research znd development in relation to new
sterzge techmiques and the design of warehouses suited to the climabe, procurement and
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distribution system and other relevant facters in the country., znd to evolve codes of
practice for the safe storage of different commodities. Such an agency could alae .-
build up expertise to provide cconzuliancy znlé training services in various aspecits of
wvaerehousing for other organizations possessing and operating storage facilities or

waiehouses.

R Customs bonded warchcouses

25. Cargo damages frequently occur while goods arc in customs bonded warehouses which
are usually ill-ecuipped te ensure protection of cargo., The govermmeni could imnrove
the bonded warehouses, 1f necessaxzy, through -the establishment of warehouses under the
Warehousing Scheme referred to ezrliew, at major producticon centres and ncrt ftowms and
at seaports and airmoxrts., The govermment should alsc encourage the sstablishment of
privete bonded warehouses vhich, besides serving the needs of majcr exporters and
importers, would zase the load ou public bonded warchouses thereby providing an
increased opportunity for the trade to wvilize the facilily.

-

4 Tranait storsge in inland transovortation

26, Cargo losses are common during transit ané transhipment storage in rail and road

transportation. In countries vhere rail transpert ic managed ty govermment

departments, the govermmént must eunsure the provision of funds speciiically foxr the

progressive adgnmentation and improvement of tha storage facilities zt railheads.

Owing vo limited covered ctorage facilitiss al the rail and road terminals, there has

been an increasing tendency o store the cargo in the open., The government shouwld

popularize the cargo »rotection measures thet are necgssery for open storage of goods.
. . . - Y P .

One of these measures is the 'cover anl niinth' (CAF) system vhich provides for the

storage of cargo on raised platiorms or plinths with welerprocl coverings on the cargo.

C. Transportaticn

27. Vhen defining their mejor policy objectives in the awrea of cargo transportatioﬁ,
most governmenis rarely consider the impact of carge losses during transportation on
productivity in the transport sector and on the national ecomomy in general. In fact,
certain aspects of carge transport .such as stowage on trucks, tonnage carried, speed

of vehicles, driving slzills, etc., not only influence carge safety, but zlso have a
definite bearing on fuel consumption, vehicle wear zud tear, etc., all of which

alfect the profuctivity of the transport gector. Wational sovernments should

thersfors cousider cargo protecticn *to be cue of the impcrbtant avenues of profitability
and productivity in this sector and make specific menticn of it in national plans

along vwith other objectives related to transportation.

1. Legislative measure

©

eving any otjective is ts have statutory

28. One of the effective methods of achi

backiang. The rules and resulations concerning roil and woad transpert should
Therefore incorporsiec the more szsential loss preventicn measures. In opome countries,
railvay reculations are fairly coumpreliensive and incorvorsie swecific arrangements Ifox
cargo stovage and pwotection Irom the euvironment, marking recuirements, snd lecking
and seaiing rules, from the poind of oi vorgze losc oreveatizu. 43 regards road
transportaticn, the lsis, axcont for the trovizions concerning condiition of the vehicle,
is generelly incdecuate in resnect of carze loss nrevention rs-uirements. In the




-
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Trnited Kingdom, the Motor Vakhicles (Comstruction and Use) Regulaticns stipulate
inter zlia, the recuirements for restraining the loads on metor vehlcles agsinst
movement relative to ths vehicle, Developing countries can use these regulations as
s, general yardstick in formulating rulss relevant te their local condifions and
requirenents.

2. Prevention of roszd accidents

2%. Extensive damese to goods resuliing from accidents to loaded vehicles during
Journmeys is not uncommon. Bad vehicle condition and rash driving are the commonest
causes of road accidents. It should be pessible to ensure that itrucks are in
roadvorthy condition thweugh suitable legislation. lany develowing countries already
have laws like the Motor Vehicles Act and rules which includs, inter alia, provisicns
to ensure that vehicles are in good repasir and sound wor;irg condition. In the
interest of safeguarding 1life and pronerty, measures should be taken fo; the strici
enforcement of such statuies.

30+ Corrective action for rash driving should include, apart from the impositien of
severe penalties for violation of traffic rules, a long-term plan for the development
of driving skills. In liaison with voluntary organizations like Automobile
Asscociations, and the Road Transport Industry, national governments should teke steps
to arrange for truck drivers to have intensive training in the comcepts and techuigues
L defensive driving tailored %o suit the local situation. This, togethor with strict
nrocaduras for the issue of licgncss to coppetent drivers only and a2 scheme to improve
the condition of the xwoads, and particularly the highways, would provide an environment
conducive to road saisty.
2l. Iriving vhern intoxicated oxr fatigued are other commen reasons for accidents
involving trucks. While alcohol cousumption is a socisl problem rot restricted to the
truck driver populaticn zlone, driver fatigue can e avoided oy regulation of {the
worlcing hours of drivers esnecially those employed on long routes. National
govermments might woxrk out suwitable legislation and enforcement machinery Ho regulate
the ermloyment of truck drivers beyond a specific number of hours a day.

3. Inferstate nermits to raduce trznshirment, storage and hoandling

52. In larger countries, transport permits are generzlly given by local 5overnmepts
cTely fer plying wvehicles ulthln their area of jurisdiction. The non-existence of

interstate transvort permits leads %2 2 large number of transhipments and greater
ezposaro of carge to loss during transit, storage and multiple hendling. The naticnzl
government should keep cexrgeo loss »revention in mind vhen considering the overall
isgue of interstate transportation of goods and securs the co-ordination and
comoperation of local governments in the issue of interstate cargo transnort permits
%2 the greatest opossible extent.

L inprovement in the desim of wasons

Zue In Tail transportation, the use of specizlly designed cushion caxs for loading
fragile equipment could reduce irmact damage. ke governmeni's research and
develcrment departments should expiore the fessibility of developing snecizl purpose
vagons for different Yymes of ﬂommoilulas. Hovevar, in developing countries vhare the
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general practice is to send merchandise of all kinds in small lots as "smalls" in a
wagon, it might be advisable to introduce more multipurpose wagons with as many loss

prevention features as possible.

34. The rallway containerization scheme has proved to be a very useful system for tk
door-to~door movement of goods, and has substantially improved the loss ratio in some
developing nations. The size of the railway containers need not necessarily match th
ISO specifications for intermodal freight. containers. A smaller size of container
guited to the mechanical handling facilities available at railheads, fthe less develop
roads at destinations in the hinterland, and the quantities of carge normally sent at
a time by traders, manmufacturers and others using the container gervice, has been
guccessfully tried out in some developing countries, and could be employed to start

with.
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III, THE RCLE CF WON-GIVERITEIT AGEIICIES

A, Mational sterdards institutions
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36, The use of freight containers in intermodal transportation of gzoods has a
great potential for reduciuvg paciing cosvs and demages. The full benefit of
reduced demage, packing coszts and transportaticn costs could be obtained through
standardization of package dimensicns in relcticn to the container dimensions.

37. Ths codes or standards would usually be finalized after tThorough scrutiny,
intensive discussions and approval by representatives cof goevermment, manulacturers,

e

trades and professional organizations snd interegted parties. This procedurs would
serve %o eunsure acceptability of the stondards by zll concerned, implementation
without difficulty and adownticn on a woluntsry baszis, '

38. Standerds instituitions, through = testinz and certification scheme, could
also certify the quality of pockaging materials, carge gear, machinery znd other

C.
equipnent for handling and transgvortetion of carge, sic., thus ensuring a better
performance by these products.

B. Role of trade and industry

-
39. Trade Assccictions, town plonning suthorities or the civic administretion
et important business centres and in nort towns should encour 'ge their menbers
to establish good storage facilities cuitable for different tyves of commodities,
like agriculfturzl produce, iron ani steel, cdiblz oils =ni other cousumer goods.
These warehouses should be sc coustructed as tc protect the carge from envircmmental
hazards and from pests and rodents. '

40. In developing countries, froudulent nractices to cause corgo losses are on the
increase. A4lertness and prudencs on the part of consigmees in selecting carriers
and shippers on the basis of their reputation ond experience con efféctively
curteil cargo losses by frzud. It is wise to have relevant and updated market data
cu the road transport industry, so that czrriers of reputz and siznding can be
selected, i dats basgse of this kind should include informaticn on the carrisrs'
Turnover, number of trucks owned, nuzber of destinations served, the list of clients,
e2tc. The inhsurers, manufacturers! organizaticns and bankers could jointly undertake
2 collection of such data with active co=operation and zudmors from the road
transport industry.

da
wil2
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41, Data on claims arising in rail or road transport should be regularly écllected,
collated and anzalysed in order to deltermine the most frequen?t causes of cargo loss
and damage and to institute remedisl measures. Depending on the size of the trensport
gani zation and the volune of traffic handled by it, either & claims znalysis unit
vmthln the organization or & clains analysis committae of the associztion of gooads

transpors Lndertaklnga cotld be set up to undertake the statistical analy=ls and

research.

42, Most cargo losses can be avoided if the consignors and consignees take
precautions in packing, marking, stowing and clearance. 4 mass claims reduction

or loss prevention campaign could be launched by the railways, goods transport
assoclations, insurers and other interested parties to rzise -the general level .
of awareness among transporit users of their obligations. Such campaigns could
include publicity through pesters, advertisements in the media, the organization

cf carge loss prevention weeks, transport-user-crienited seminars, the issue of
leafletsz with the various forxrms to be filled for booking the cargo, etfc.

43, In many developing countries, modern management techniques are not applied

in the transport industiry, especially in rczd transport. 4n injection of
rrofessionalism into transport mensgement would no doubt help to make managers

more awere of the utility of investment in loss prevention systems. The goods
transport asscciations in the country could establish, with or without governmmenteal
supnort, a Trancpox¢ Henegement Institute to develop professional transport H2N2gers
by means of z planned programme of training and academic courses in transport
nanagement. The training and academic courses should include cargo loss prevention
as one of the essential subjecis. In the course of time, the Institute should be:
capcble of undertaking, inter slia, projects on cerge loss prevention aspects in
the transport industry.

C. DRole of carriers

44. In the area of ccean transport, the responsibility for carge loss prevention
rests almost entirely with the cerriers whe, under the Hague Rules, are required
to "properly and carefully load, handle, stow, CaITY s keep, care for and discharge
the goods cerried". As the Cﬂ*rlers' liability is to compensate the shlpper/con315 griee
for any loss or damage to cargo while on board the ship itself, this is a compelling
rezson for them to protect goods during ocean transport. It ia not uncommon, however,
to come across instances in which the carriers fazil to safeguardi the cargo entrusted
to their care and yet display a tendency to avoid liability for compensation by such
ways and means as discharging the damesged cargo without survey on board, issuing
"said to contein' endorscmentz on documenis for sezled FCL containers, discharging
the break-bulk cargo in mixed condition instead of consigmment-wise, ete,
Governments should take appropriate measures tc curb such tendencies. Such measures
could include. exerting pressure on port authcrities, which inciderntally are
goverrment-controlled in most developing countries, to reject discharge of dsmaged
cargo without repzir znd survey on bozrd ship, ensuring that the loose parts of
consignnents zre stencilled cor marked soon after discharge, disallowing discharge
except consignmment-wise, ond issuing of specific guidelines to imperters on the
precautions znd checics necessary tefore taking direct delivery of the contents of
sezled FCL containers, etc. ‘




e degree of protecticn glven to czrge agzinst loss and dzdege on board
pends on the expertise of and care balen %7 The ship's perscnnel in stovage,
and ventilaticn and ascurity arrongsments. In vier of tials, the shipning
23, naticnal shipovmers! azgsociziions znd the Gove Eenu SROULG arrange
ve =ducational, uralning and refresiar progremmes for tie shin's cperctionsl
inistretive personnsl cn these scopecus. |
Al . The Protection and Indemnnity olubs and morine cavge underwritersz should putlish
or circulste regularly smong cerriers, shivpers' csscciaticns, etc., renoris of
cargo loss or damage on veard with suggestions for aveiding recurrence,
LT Th- nencce of "missing vesselp™ hos been dezlt with in the study by the
TOTLAD Sec etariaﬁ on "'css nrevnqtlor lﬂ _lre mri zerine cargo insursnce”

aiipowners o

w1th g “glah; flnh101¢1 b;cdlvg unﬂ “PVurlcO 7 flying flags of convenienc
are vaually invelwed in frzuduleni practices such ag selling the cargo and uhw_eafter
abandoning or sinking the vessel while pretending that 1% sank with cargo on board.
The TNCTAD gtudy referred to measures to prevent or limit this hazard that hove been
worked out by some governments, -insurance companies and/or commiitees established

to investigate the problem. These measures, scme of which are listed below, nrovide
guidance for nlanz of action by countries facing sinilar hazards.

fniaaend i

c:-r-r'

o D

charter

(a) The movement of oversged vesselz treding in the norts of the couniry
concerned should bhe restricted by the Government
(o) The Government should take effective steps to discour hlpmenus by

single-owner tramps;

(c) Tho n
apbroval, for
taeir res ,ect1¢e

(&) The nationzl insurcnce companies should endeavour o ingtit tute a cenbr
zrine intelligence unit to monitor the cetivities of dubiocus omerators and sheuld
the maryket as a vhole fully informed;

3

T Fad
a system of

Fal
S 0x

aulonal marine insurance compsnies could intrcduce
argn ilusurance purnoses, cf trowp vessels loading at the por
cocuntries

.
F\’

z2a2p

the
e %o instituve criminal

govermmentcs of the countries
g _
or other

\ . . .
- (e} & special appeal should be made to
where the freudulent ship coperziors originat

heir

legzl proceedings againet wrongdoers, vith a view vo curbing or eliminating
activitiess
48, Trade ass OClmthpS can vlay a prominent role in effec raly meeting the threat

X They should appeal to all shipners and lmﬂor+erc to aveid
contracting shipments with unreliable carriers in spite of offers of cheap freight
rzteg, and to =nsure that shipments are made in proverly registered vessels
selonging to shipowvmers of repute and standing.

vosed by missing vessels.
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D, Rolg of vort and terminel suthorities

4£8. The use of suitsble cargc geer is essential for safe transfer of cargo to or
from o shin, It often happens thei ships do not carry adequete carge gear, so the
port szuthoritics and the stevedoring companies need to equip themselves with this.
The port snd stevedoring euthorities should endeavour to 1m.provn the cargo lifting
and handling gear and accesscries to ensure the ssfety ol cargo and workers. So

far as is practicable from the point of view of labour employment problemu, mocdern
cargo handling methods should be introduced ot port ferminals - -to ensure quick and -
safe movement of cargo. Systems for classifying special a2nd genersl cargo should

be iniroduced for the purpose of providing the prciection necessary tc special cargo,
offering protected tcrage spaces for high value cargo and broken packages, ensuring
good houseke=aping, ensuring quick clearance of czrgo.and, in its absence, the quick -
removal of uncleared carge t0 places speciall; ezarmariced for such carge and the
training of supervisory personnel gnd werlters in sgfe meshods of Cargo handling and
stacking. - . : '

50. Cargo theft is znother sericus problenm confronted by port mana c'ements in marj
developlng countrlea. : : :

51. As the conaltlons coutributing to theft and nlhferage d‘ fer from counmbs TY to
country, it is necessary for each country to aznalyse its own provlens and devise.
ways and means of combating the threat-as elffectively as preveiling conditions and
financial resources permit. In general iterms, a good securiiy system at port
terminals should teke info account, inter cliaz, the requirements of fencing,

locking devices, trafiic regulations and vehicles checiting procedures at the gates,
waterfront patrol systems including deployment cf mechanized patrol boats, the alarm
and commnication arrangements, controls on the entry of persomnel into terminals
and methods of identifying members of the workforce, procedures for pre-employnment .
screening of security persomnel, the arming of security watchmen and their iraining.

52. ike any other operationzl system, the security system too needs to Le assessed
from time to time for its effectiveness. Such a review can be done best by Joint
approach, for example, through in?d i—nilferago Committees tc he congtituted at tne
ports with genior officials of Port Aumlnﬂgt“at*on, Cuﬁt1*f, State Police,

Port Security Derpaortment, insurers, carriers or steamer = "ts, clearing Jbenta,
shippers! councils or trade gs~001htlous, mejor importers an other port interests
and services as lembers, and the head of the Port Administration as Chairman of

the respsctive Committee, The Commi%tee's recommendetions on sacurity arrangenents
would then enjoy supnort from sll parties concerned, including the Port Administration
which, in most instances, will have %o implemsnt a majority of the anti-thelt
recommendations of the Committee. The initistive of incorperating the Anti-pilferage
Committees in the norts should come frem the Port Aﬁministrhclon or preferably the
national gavernments

53. It iz alsc possible to initicte and sustain an crgonized hpvbmen+ te correct
theft and pilferage conditions 2% mports through the veluntary efforts of the
meritime interests commected with the port. An execmple ol such voluntary -efforis

can be found in the Security Bureewr, Inc. st up at the port of Few York in 1947,
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.The Burezu funotions as a private agency with fthe financiegl and moral support

of the varicus segments of maritine trade and industiry, and msintzins a liaison with
law enforcemsnt agencies in suppressing waterfront theft and pilferazge. Ifs

~funcitions, among others, are:
() to investigate reported carge thefis;

(v) to conduct leoss surveys of specific shipments over a period cf time
and to suggest zlvermetive means of shipping, methods of packing, ete, tc contain.
the theft and pilferage losses;

‘(¢) to encourcge its members to initiate criminal prosecutions whenever legal
evidence would sustain them, and to assist the members in securing convictions of
the guilty in oriminal courts;

(d) +to provide reccmmendations for batier internal contrel of shipping
documents, more secure physical facilities, etc.; - :

(e) 4o compile and asnalyse loss data from reports cof thef$ from members so as
5, pinpoint commodities wvulneravle to theft, spell out
loss patterns and the modus operandi of thieves and receivers of stolen goods, and
act as a clearing house for such data to the law enforcament authoritizs; and

(£) to conduct apprepriate “reining cources for newly-licensed ond experienced
watchmen. ’ ' '

54. In planning anti-theft systems, guidelines would zlzo be available from the
International aritime Bureau szet up oy the Internsziional Chember of Ceoimerce more
than a year age with the chbjective of containing losses due to maritime frauds and
thefs, ’

55. Airny efforts to improve ths theft and pilferage risk at the port ferminzls are
lilkkely to be futile s¢ long as the conditions of cargo handling wand storage =t the
norts zre conducive tc the ccourrence of theft or pilfersge., The governmenis and
the Port Administrations should therefore tole all practicable rmeasures to streamline
cargo meovement and. storage a2t the ports and to secure quicikk clearcnce of carge.

E. Bole of loss prevention and minimization orgmanizations

56. To promote the nhilosophy and concept of carge loss prevention, it may he
worthvhile tc set up a gspecizlized organization like a los3 prevention association,
which could undertalre educationzl, research, training end cther activities in all
the areas related %o cargo loss prevention, Sueh an crganization could be set up
oy the insurers in the interest of preveuniting wnstage of national regources.

Thz crganization should undertake, in a vhascd manner, activities eimed at
determining procedures for cargoe packing and novement at terminels and comordinati:
she activitiss of various azgencias involved in serze movement., Some of the items

-

of activity that can be tsiken up ty a2 loss preventicn association are given in the

annex.
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IV. CARGO SUPERVISION

57. HMany ports in developing countries, ecpecially these which operate with &

high berth occupency rate, are unable to ensure preper handling and. safely of cargo,
primarily owing to lack ¢f adequate time for maintenance of their basrihs and
handling equipment and for the sorting cut and crderly staclking of goods bhefore

the arrival of the next vessel at the berth. The precblem is aggrovoted by .delays
in clezrance and consequent congestion in transit storage areas, This situation
calls for special measures to minimize losses and damege to cergo. -

58. One such neasure is to supervise the discharge and subseguent movements of
cargo at the port until the time of clearance. This would be bect zchieved by the
creation of a snecial office or agency by merine cargo insurers, in active collsborat
with port authorities, tc undertake the supervision of cargc loading, unlcading,
shifting and storage operaticns zt the port. The supervision process involves not
only the physical presence of the supervising stzff during cargo movements with a
view to preventing or minimizing cargc damege or losses, but also effective liaison
with port authorities, clearing cgents, consignees and stesmer sgents in recording
the nature and extent of any domage that has occurred at the different stages, for
the repair and reconstruction of damaged vackages, maling special security
arrangenents on bozrd shin znd on chore, arranging surveys prompily in case of
danage, deterioration or shortages, end for spesdy clezrance of cargo from the
docks, Initially, the commodities chosen for supervision could be high value
cargoes, goods esgpecizlly vulnersble to pilferage and theft, and cargo with ¢
history of consistent losses. The range of goods to be subjected to supervision
may be expandsd progressively, depending on the exnerience of the insurers, the
envirsnmental conditions prevailing a2t the port and other relevant factors.

59. Wnile it would be essential for the carge supervision azgency to win the
confidence of all other agencies comnected with cargo movement at ports by
disvlaying a spirit of co-cperation and not confrontation in securing the
implementation of loss minimization meagures, some kind of govermmental suppors
would greatly enhance the performance o¢f the supervision zgency. The governmental
support could be in the form of recognition by the Government of the need for such
sunervision, a grant of special powers to control the cargo operations for ensuring
safety, ete. .

A, The role of insurers in loss prevention

60. The insurers gain by supporting all programmes concermed vith cargo loss
prevention, 4s rightly summed up by the Intermational Unicn of Marine Imsurance
(IUMI), the rele of underwriters in cargo loss prevention should take the form of:

(a) = reosomzble expenditure of time ond momey cn loss prevention
progranmes;

(b) the approintnent of wort inspecticn committaez tc observe, together with
all other nmarfiez invclwed in cargo mevement, the handling, sitowsge cnd security
practices at the nortss
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(¢) co-operation with local commercial and governmental groups in
. lmproving existing port conditions;

(a) arrgngements‘for gpecial supervision of vulnerable cargo;
_ (e) insistence on loss lnvestlgatlon reports in all cases of logs or
damace ; and
(f) revards for superior packing and shipping methods and securlty
practices by special rate congiderations,
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AVNEX

FRCPOSED ACTIVITIES OF 4 LOSS PREVENTION ASSOCIATICN

PHASE I
To compile and publish statistics of major cargo losses and the resulis
of investigations into the cause ol losgs and reasons for aggrevation,

To maintain o good library of films, books, journsls, etec.

To organize publicity, lectures, semimars, fil: ghows, etc, on the proper.
packing, handling and stowage of cargo and the use of proper wvehicles,
To publish leaflets for the education of workers, transporters, eic,

? b ]

To organize cargo loss minimization zcqtivities at major poris such as
supervision cf discha y follow-up for speedy clezarance, safeguzrding
of cargo and tracing missing cargc.

2rge
of

To participéfe actively in safety and anti-pilferage committees., l,
PHASE TI - ADDITIOHAL ACTIVITIES

To provide an sdvisorr service to trade znd industry on packaging, proper
transport, etec.

To sponsor research into cargo losses, and posgitle ioprovements in the
packaging, haendling, transport, etc. of different types of cargo.
To publish technical literzture on storzge and transport hazardc of
verious types of cargo, recormmendztions for safe handling and transport,
and the results of the work dcme in these fields in other countries.

To maintain liaison with insurance companies, pori authorities,

inspectorstes of explosives, road transport authorities, railways,

shipowners' associctions, standards institutions, etc. to review"

the existing rezuletions and practices in the light of experience
£

and to suggest modifications sc zg to ensure safety of opsration an
the enforcement of regulstions. .

To mointzin liszison with trade associations to ensure the azciive psriicipasion
of their members in irproving safety.

To reviav documentation procedurss which cause deley, and to study and
suzgest simplifications.
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PEASE ITII - ADDITICNAL ACTIVITIES

ik

To provide experts to advige on the transport of special carge and to
sumervise such transport.

To help to arrange training for cargo handling and transport gtaff.

. T ¥ C\'FQ

To study and find solutions to specific problems referred tc the
Associatien.

To co~ordinate with police, port trust and customs zuthorities in .
preventing theft, pilferage and burglaries.

To advise property owners on how to safeguard their vremises against
burglary and to mwite insneciions for the nurpose.

To study security in industrial and storags premises; o devise model
gsecurity systems, and to organize and provide ftraining for security
gtaff.




