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  Hull insurers are witnessing a signifi-
cant change in the market, triggered largely 
by the influence of the unprecedented freight 
boom and factors such as soaring repair costs 
and higher loss of earnings claims. With ves-
sels becoming larger and ever more complex, 
asset values continue to rise. These upward 
pressures on rates are aggravated by a disturb-
ing increase in the number and cost of major 
hull claims (accidents such as collisions and 
groundings involving costs exceeding USD 
2 million). These negatives came together 
in a year when hurricanes Katrina, Rita and 
Wilma underlined the increased incidence of 
extreme weather, adding to the unease with 
which most insurers greeted 2006.

Human error the primary cause
The increase in major navigational accidents is 
a significant concern. Over the past decade the 
Club has dealt with 24 major collision cases, 
with a total cost approaching USD 119 mil-
lion. Eight occurred over the past two years, 
with total costs estimated at USD 60 million. 
Collision costs are soaring. During the five 
years 1999-03 costs averaged USD 7,450 per 
vessel/year, but this leapt to USD 25,100 in 
2004. Repair costs have risen by at least one-
third over the past three years. Yet, ironically, 
the number of collision claims, overall, has 
fallen in recent years.

During last year The Swedish Club’s Board 
ordered a special study of the 24 collisions. The 
investigation was spurred on by the 14 Hull 
& Machinery claims exceeding USD 2 mil-
lion recorded in the year to mid-August 2005. 
These accidents included a series of ground-
ings and collisions. Human error was the pri-
mary cause. Many groundings, for example, 
resulted from excessive workload at critical 
periods – when time should have been found 
to verify vessel position. In this area the Club is 
now assessing the potential for electronic chart 
systems to provide “at-a-glance” position in-
formation at critical points of high workload. 
The investigation is pursued in a joint venture 
with fellow Hull and P&I insurer, Gard. 

A significant deviation
Collision cases remain a major concern. They 
represented 26 per cent of the Club’s total 
H&M claims costs in the 1999-03 period, but 
this rose to 48 per cent in 2004. The situation 
eased somewhat in 2005, but collisions in that 
year still represented 27 per cent of total H&M 

Factors Fuelling the                                 on Hull Premiums
claims costs.

The study re-
vealed a significant 
deviation from predicted 
incidence rates. Club mod-
els indicated that around 
seven major H&M claims 
might have occurred dur-
ing the first eight months 
of 2005. 

23 of 24 were due
to human factors

The reality – double 
that number – results 
from structural change 
in exposure levels and 
a proliferation of major 
navigational accidents 
caused by human er-
ror. The investigation 
found that 23 of the 24 
collisions were due to 
human factors. There 
were no surprises, only 
the usual unsettling 
catalogue of human 
failings.

Memory func-
tion, fatigue and 
stress – factors which 
may impair human 
performance

In response, the 
Club is redoubling 
its efforts to en-
courage members 
to take up the hun-
dreds of Maritime 
Resource Man-
agement (MRM) 
programme places 
now available. The 
Club has licensed 
22 training establishments to deliver MRM 
courses on a worldwide basis. MRM training 
focuses on the influence of human behaviour on 
safety and accident prevention. MRM courses 
were upgraded in 2005, to concentrate more 
on the physiological and psychological factors 
which may impair human performance, such 
as memory function, fatigue and stress.

The Club is also setting out the findings 
of the collisions study to members attending 
regional briefings around the world. The main 

Upward Pressure

objective is to explain the human circumstanc-
es surrounding the collisions and offer active 
strategies for reducing collision risks.

In these circumstances, however, it will be 
difficult to reverse the trend towards higher 
premiums, given the combined effects of 
higher asset values, structural change and the 
increased incidence and cost of major H&M 
claims. There is a substantial ‘exposure gap’ 
which is not covered by current premiums. 
The individual fleet’s operational risks might 
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remain constant but its finan-

cial exposure grows year 
by year. Closing that gap 

could mean an increase in cur-
rent rates by as much as 20-25 per 
cent.

Special study of 24              
collision cases

The Club’s collision investiga-
tion was completed in mid-No-
vember 2005. The cost of the six 
collisions in 2004 totalled USD 
44.1 million. The two cases in 
2005 added USD 13 million to 
this cost. 
The study of these accidents 
and 16 other collisions in the 
ten years to October 2005 pro-
duced the following conclu-
sions:
4 23 out of 24 were due to 
human factors.
4 20 happened in light or 
moderate winds, BF 4 or less.
4 19 occurred in congested 
waters (port entrances, straits, 
channels, etc).
4 10 involved vessels travel-
ling at excessive speed despite 
adverse factors (e.g. confined 
waters, poor visibility and/
or heavy traffic conditions). 
Four of the vessels travelling 
at excessive speed were con-
tainer ships.
4 11 collisions occurred 
at night, but in good vis-
ibility.
4 In nine cases a Pilot was 
on board. In at least three 
cases, language issues hin-
dered Master/Pilot com-
munication.

4 Eight of the collisions occurred in poor or 
very poor visibility.

More communication with members 
on strategies for avoiding collisions

The most common causal factor, taken overall, 
is a lack of situational awareness and the conse-
quent failure to interpret information readily 
to hand. In most cases this boils down to lack 
of good seamanship.

The Club’s response to this situation is 

more communication with its members on 
strategies for avoiding collisions. This means 
presenting the findings of our collision in-
vestigation and underlining the importance 
of Maritime Resource Management training 
to eradicate negative behaviour which can 
create or contribute to unsafe practices. The 
Club’s own risk assessment framework now 
requires the comprehensive evaluation of ship 
management quality. This includes identify-
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ing whether sea staff have undergone MRM 
training. We are especially interested in taking 
every opportunity to present the findings of 
the collisions investigation and to explain the 
value of MRM training at officers’ conferences 
arranged by our members.                             

collision cases

1 A ro-pax collided with a small bulk carrier in February 2004. No-one was inju-
red but five compartments flooded and there was some minor pollution. A 
Lloyd’s Form salvage followed and the ro-pax was later repaired. The total cost 
of the case is around uSD 17 million (the casualty was very close to a CTL). In 
this accident, the other vessel made an unexpected turn to starboard.

 2 A container vessel collided with a bulk carrier in lower New York Harbour. The 
incident, in February 2004, involved three vessels – the container vessel went 
on to collide with a tanker preparing to load at a jetty. The hoses were con-
nected but, fortunately, pumping had not commenced. There were no injuries 
and no pollution but the cost totalled uSD 3.5 million (including uSD 1 million 
for the repair of the container vessel). The alleged cause (unique amongst the 
24 cases studied) was a technical problem: a steering failure.

3 A car carrier sank following a collision with a Japanese tanker in May 2004, at 
a position off Singapore. There was no loss of life but there was pollution. The 
cost was uSD 12.5 million. 

4 In July 2004 a fully laden tanker was in collision with another tanker, fortuna-
tely in ballast at the time. There were no injuries and no pollution. The claims 
costs totalled uSD 3 million. 

5  In September 2004 a container vessel collided with another container ship. 
There were no injuries and no pollution. Repairs to the vessel returned the 
ship to service. The cost totalled uSD 3 million. The causal factors are still 
under investigation, but mainly relate to human error.

6 In December 2004 a container vessel collided with another container ship 
which did nothing to respond to the situation. The accident occurred in Chine-
se waters. There were no injuries but there was some pollution from bunkers. 
The vessel was repaired and returned to service. Total claims are estimated 
at uSD 5.1 million. The causal factors are still under investigation but, again, 
relate to human error.

7 In March 2005 a container vessel collided with a Chinese bulk carrier in the 
Yellow Sea. The latter broke in two. There were no injuries but there was some 
pollution from bunkers. The container vessel was repaired in a Chinese yard. 
The claims cost totalled uSD 8 million (uSD 3.6 million for the Club’s account). 
The cause – still under investigation – relates to human error.

8 In April 2005 a container vessel collided with another container ship in the 
Taiwan Strait. There were no injuries and no pollution. The container vessel 
was repaired. The claims cost totalled uSD 5 million (uSD 1.25 million for the 
Club’s account). The causal factors appear to relate to failure to follow correct 
procedures but are still under investigation.


