
Clean bill of health for UK Club programme
By Nigel Kitchen

UK P&I Club’s Pre-employ-
ment Medical Examination
Programme is celebrating its
eighth anniversary by pre-
paring to expand, writes
Nigel Kitchen.

The programme aims to
protect shipowners from
claims arising from medical
conditions existing before
employment, while crew are
provided with a free health
check and treatment advice.

At present, 31 owners and
operators of tankers, bulkers,
passengerships and other
vessels are in the scheme,
and more are inquiring about
joining.

They are catered for by 25
clinics around the world;
seven in the Philippines, five

in India, two each in Austra-
lia, the UK and South Africa,
and one each in Indonesia,
Croatia, Hungary, Ireland,
Spain, Thailand and the US. 

Operations are being ex-
panded in India, Spain and
Croatia while another clinic
is under development in the
Ukraine.

Examination throughput
is running at around 1,500 a
month. More than half the
examinees are Filipino, with
significant contingents from
Thailand, India, South Afri-
ca, Croatia and the UK. 

The posts to be filled in-
volve a full range of seafaring
duties and an increasing
number of cruiseship func-
tions.

Cruise industry trends
mean more women are going
to sea in jobs including tradi-
tional seafaring, hotel work,
croupiers, hairdressing and
health and beauty.

Compensation and medi-
cal benefits under employ-
ment contracts are considera-
ble. Undiscovered or
undeclared pre-existing de-
fects do not normally affect
shipowners’ liabilities to-
wards seafarers who become
ill on board ship. Obligations
generally include immediate
treatment, medical care at
the disembarkation and sea-
farer’s own ports, repatria-
tion, sick wages and disabili-
ty compensation. 

Under P&I cover, direct

expenses can usually be re-
covered. However, owners
face additional costs arising
from deductibles, crew re-
placement, disruption to op-
erations and loss of time.
Further, an unfit crew mem-
ber may compromise safety
and efficiency by contribut-
ing to accidents and col-
leagues’ workloads.

The club’s initiative is sig-
nificantly more inclusive
than the great majority of 
national standards. It utilis-
es comprehensive tests pro-
vided by the ILO C73 Medical
Examination (Seafarers)
1946 Convention and the UK
DTI Merchant Shipping 
Notice 1765 (M). 

These assess whether a

crew candidate has any med-
ical condition likely to be ag-
gravated by or render him or
her unfit for service or endan-
ger the health of others.

A seafarer is found unfit if
suffering from sight or hear-
ing deficiencies; malignant
neoplasms; infectious, tropi-
cal, blood, endocrine or meta-
bolic diseases; disorders of
the nervous, cardiovascular,
respiratory, digestive, uri-
nary or musculo-skeletal sys-
tems; skin conditions; or
mental disorders. 

Unsuccessful candidates
are told of their conditions
and advised on treatment.
After full recovery, they are
eligible to resubmit them-
selves for examination.

CTC Services colour codes
the big refinery risks
HOW underwriters rate a
power plant, a pipeline, a
ship’s hull or a war risk for pre-
mium is opaque to all but those
initiated into the individual in-
surer’s highly confidential
ways, writes James Brewer.

While the mystery of the
rating system is likely to per-
sist, a corner of the veil is lift-
ing in the skill that underlies
it: that is, risk assessment.

Charles Taylor Consulting,
the major insurance services
provider, is beginning to make
available to everyone a trans-
parent method of risk assess-
ment which it hopes will create
an industry standard.

CTC Services developed its
Key Risk Rating Indicator Sys-
tem (KRRIS) to provide a quick
and easy way to analyse indi-
vidual assets such as refiner-
ies.

At this stage, access to what
is said to be the only such sys-
tem publicly available is free to
the user.

It is all based on a series of
checklists of typical insurance
demands with a five-colour
scheme, ranging from green
(good) to red (poor).

Thus, in the first class to be
tested, refineries and petro-
chemical facilities are assessed
in a series of categories, from
plant layout to safety systems,
to storage, to technical servic-

es, management, water sup-
plies, fire protection and much
more.

The system ranks different
sides of a risk (the physical
risk, management and opera-
tion and protective systems),
and can be used for various lo-
cations within a corporation.

A number of different ver-
sions relative to different in-
dustries have been developed,
and a marine version is on the
drawing board. The whole
ethos is that problem areas
should be readily identified.

Richard Radevsky, director
of risk engineering at CTC,
said: “We have started by
using the system for oil refin-
eries and petrochemical
plants, but it can be used for
aviation, shipping and in theo-
ry for a household risk — any
risk dependent on multiple fac-
tors.”

It would allow assureds to
see how a risk is assessed,
which has tended to be confi-
dential. “Anybody can know
how the system works, because
it is transparent, and anybody
can download the system from
a website (www.krris.com). Al-
though the input appears com-
plex as it includes a wide va-
riety of factors, the output is
graphically simple.”

Doug Scott, risk engineering
consultant with CTC, who

travels the world surveying re-
fineries, LNG and LPG facili-
ties, oil fields, pipelines and
terminals, said that almost all
the big underwriters and bro-
kers operated their own sys-
tem, but none was very clear to
outsiders.

As an example of the need in
rating to balance all the fac-
tors, Mr Scott said that facili-
ties in the developing world
might lack extensive fire and
gas detection systems, but they
had huge shifts on site as op-
posed to typically 10 or 15 peo-
ple at a time in Europe or the
US.

Mr Radevsky added: “For
the very largest businesses
such as oil refineries, an un-
derwriter will not just accept
what the broker shows him.
The broker will present a great
deal of data, but this may re-
quire a lot of valuable time to
review and assess. Here we can
see on one summary sheet
where points need to be ad-
dressed.”

Often a company cannot un-
derstand why it is considered
to be a bad risk. Now, a compa-
ny can work out for itself
where it should be concentrat-
ing its investment — in the
areas where the red light pops
up on the screen.

At present the system is
free.

SINCE August 1996, some 73,000 crew have been examined and around 3,600 re-
jected as unfit under the club’s Pre-Employment Medical Examination Pro-
gramme, writes Nigel Kitchen.

Hepatitis B has been the leading reason for rejection (just over 20%), followed
by abnormal liver function and hearing problems (both over 16%), hypertension
(11%) and pulmonary tuberculosis (10%). 

Gall bladder disease, diabetes, kidney complaints, cardiac arrhythmias, drug
test failures, sight defects, kidney, heart and venereal disease, HIV positive di-
agnoses, and blood and ear, nose and throat disorders have added to the total.

However, the rejection rate has been declining. In 1997, it was 10%, falling to
6% by 1999 and just 4.8% this year. Only three repatriation cases in the past few
years have been related to pre-existing medical conditions.

While it is difficult to be specific about the programme’s monetary benefits,
the club’s managers have no doubt the savings are considerable. 

They maintain that if a well-controlled system rejects 4.8% as unfit for duty,
an uncontrolled environment would undoubtedly yield significantly more de-
fects.

This would produce greater repatriation, operational disruption and safety
problems, impacting the P&I records of owners and eventually leading to high-
er premiums.

Thousands of applicants rejected
as unfit under checks programme
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Fitness test for those in peril on the sea
Liability insurers are intensifying measures to weed out unfit seafarers who could be a danger to shipping operations, writes James Brewer 
HEARD the story about the preg-
nant seaman?

Medical experts are familiar
with the details, and with the ex-
planation.

The chap was comfortably on
the way to giving birth to a bonny
baby, if a very personal sample he
presented to doctors was to be be-
lieved.

In fact, he risked confinement
of a different type by attempting
to fool the medics.

Desperate to pass the mandato-
ry tests to qualify him to be em-
ployed at sea, he had brought
along a sample from his relatively
healthy, and expectant, wife.

Practitioners also marvel over
the miracle series of employees
who all had perfect blood pressure
levels and not the slightest trace
of cardiac problems in any of their
families — so many of them it
was a statistical impossibility.

What had happened was that a
clinic just rubber-stamped the
people through.

In another ruse, a clinic sup-
posed to be approving workers for
the demanding job of crew mem-
ber ‘forgot’ to mention an exami-
nee had had open heart surgery.

Another seafarer was accepted
for employment, but 10 days after
joining his ship was sent to hospi-
tal in the US, at first for an infect-
ed elbow injury, but then for other
problems, on top of which it was
discovered he was a diabetic and
had a history of alcohol abuse. He
had to be repatriated and the
whole episode resulted in a net
cost of $307,000.

To stamp out such abuses, UK
P&I Club introduced its pre-em-
ployment medical examination
programme eight years ago, ap-
proving specific clinics which have
to meet tough criteria. 

Management officials at the
club say it is one of the most suc-
cessful loss prevention initiatives
it has introduced. It is impossible
to pinpoint the exact amount that
has been saved by avoiding crew
emergencies and consequent voy-
age disruption, but it could be of
the order of $25m to date.

Overall result is that shipown-
ers making use of the scheme can
claim to employ the cream of the
seafaring community in terms of
health record. 

Everyone who wants to get
aboard — from sometimes burly
types doing the heavy toil in the

engineroom, to beauticians in
cruise salons — has to be scrupu-
lously screened, and retested at
set intervals.

“The shipowner members who
participate are very pleased with
what we have done,” says pro-
gramme director Sophia Grant, who
has been with the Thomas Miller
mutual management group for 12
years, accumulating considerable
experience in claims handling.

The project is both about reduc-
ing soaring crew medical costs,
and ensuring that people are not
endangering themselves by going
to sea when they would be better
suited for other occupations, or
undergoing treatment for their
ailments.

In the global P&I arena, other
schemes have been set up, with
North of England and American
P&I clubs among those most ac-
tive, but no other organisation is
thought to operate on a scale ap-
proaching that of the UK Club pro-
gramme.

With more than half of crew
candidates coming from the Phi-
lippines — a life at sea offers con-
siderably better pay than most
shore jobs — there has been spe-
cial emphasis on that country. Ma-
nila insists that each seafarer un-
dergoes a pre-employment
physical, and this can be done on
the cheap at many private sites (in
all, there are around 150 clinics in
the Philippines offering the ser-
vice) for around $12.

For that, the institution con-
cerned will produce a report of just

two pages, whereas clinics in the
UK Club scheme produce eight
pages of data on the applicant. The
club documents a range of on-line
data about examinees, including
passport number, nationality,
manning agent, ship, club mem-
ber, exam date, retest date and
reason for rejection. 

This has enabled the club to
build up a confidential database,
keep track of all applicants (espe-
cially those examined more than
once), to observe rejection trends
and to take remedial action.

Testing is tough, because sea-
farers face vastly different chal-
lenges from their counterparts on
land. In addition to the physical la-
bour involved, there is the stress of
being away from home and family,
and of living in a confined space for
long spells. The younger ones are
often straight out of nautical col-
lege.

So each applicant has to get
through a psychological test, in-
cluding personal interviews and
tasks such as drawing a face or a
house for analysis by experts.

The whole process may be over
in four hours — or could take a
couple of days if the examiner re-
quires laboratory information or
further tests.

Ms Grant has recently visited
the Philippines, which still sup-
plies over 20% of the world’s sea-
farers, and the Ukraine and Hun-
gary, which are supplying an
increasing number of people. Dis-
cussions with both shipping firms
and clinics have convinced her of
an increasing demand for higher
standards of pre-employment
medicals.

“There is a growing perception
among shipowners and operators
that healthy crews are more viable
commercially,” she says. “Many
onboard tasks, some backed by leg-
islation and regulation, cannot be
carried out if crew members are
not fit enough. These factors have
acted as a green light for us to ex-
pand our activities.”

The inclusion of Budapest
among the locations is a reminder
that central Europe is now an im-
portant supplier of labour — inci-
dentally, the Hungarians are pro-
viding aviation medicals for other
contractors.

All these initiatives have their
roots in the late 1980s and the
early 1990s, when the club’s anal-
ysis revealed worrying trends

about the increasing incidence
and size of crew claims. In 1994-
96, major personal injury claims
cost $30m. It was clear that some
repatriations resulted from pre-
existing medical problems which
should have been screened out by
examination.

Investigation into the conduct
of medical examinations in the
Philippines revealed disturbing
shortcomings and inconsistencies.

Fraudulent substitution of ex-
aminees, and of blood and urine
samples, and lies about personal
and family medical history, par-
ticularly in respect of heart condi-
tions and hepatitis B, were among
the scandals. 

“Some candidates were seeking
acceptance despite being fully
aware of significant conditions,”
says Ms Grant. “Most wanted the
work but some would have had an
eye to compensation.”

Compensation and medical

benefits under employment con-
tracts are considerable. Obliga-
tions generally include immediate
treatment, medical care at the
port of disembarkation and the
seafarer’s own port, repatriation,
sick wages and disability compen-
sation.

In August 1996, the club
launched an initial programme in
the Philippines. Several hundred
crew applicants were rigorously
examined for an extended list of
physical conditions by three clin-
ics in Manila, on behalf of four
shipowners.

A senior claims executive at the
club, Kit Chan, had helped devise
the new medical examination
form. As a registered nurse and
practising lawyer before joining
Thomas Miller, Ms Chan brought
many-sided expertise to the task.

An early rejection rate of
around 10% at scheme clinics was
distinctly greater than would nor-

mally have been yielded by clinics
operating to national standards. 

While there is no direct cost to
the shipowner, the club spends an
average per examination of $82,
and total outlay is running at just
under $6m. 

If all 3,600 rejected candidates
had incurred average claims costs
of nearly $7,000, the bill would
have been about $25m. 

Many of them would have made
claims, some at a much higher
level than average. “There is,
therefore, no doubt that the sav-
ings have been and will continue
to be substantial,” claims Ms
Grant.

She adds: “The programme has
achieved fewer claims, safer
ships, less disruption and fitter
and healthier crew. 

“We feel the percentage fall in
rejections and the limited number
of repatriations are testimony to
the programme achieving its pri-

mary aim of screening out a sig-
nificantly higher proportion of
pre-existing medical defects. The
very existence of a more rigorous
regime has almost certainly dis-
couraged crew applicants, aware
of their unfitness, from being ex-
amined at all.”

Keeping a close eye on the clin-
ics, and adjusting services to the
needs of shipowners, Ms Grant
and her colleagues are regularly
updating requirements, with stiff-
er procedures and tests intro-
duced recently, or under consider-
ation for detecting kidney stones
and HIV, and for ensuring correct
identification of personnel. 

While nearly all the shipown-
ers, operators and managers in
the programme have fleets whose
protection & indemnity cover is
provided by the UK Club, it is
open to non-members for an ad-
ministration charge, and a wel-
come is ready for newcomers. Grant: directs UK P&I Club’s

screening programme.

Blood testing at one of seven clinics in Manila which examine crew applicants on behalf of shipowners. 
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An end to the dog days of digital doubt
In an age of internet sleight of hand, insurers must play it safe, writes James Brewer
TWO dogs dawdle at a comput-
er keyboard — one of them per-
haps runs an on-line business —
in a cartoon drawn for the New
Yorker magazine more than a
decade ago. “On the internet,
nobody knows you are a dog,”
says one to the other sagely.

Instead of talking Uberrima
Fidei (utmost good faith, the
motto of the insurance market),
we are barking Uberrima Fido.

The shaggy dog tale serves to
highlight how critical the con-
cept of trust in business is, but
more so the ingredient of cer-
tainty.

Without certainty, especially
in business-to-business, or
higher value transactions,
there is a very strong element
of risk, especially in trade on
the internet, warns George
Evers of the Royal Bank of
Scotland, an expert in the field
of ‘identity management’.

Gone are the times when
your word was your bond, be-
cause no-one is sure what that
word is worth, or to what it ap-
plies: witness the confusion
around property policies relat-
ing to the World Trade Center
disaster, which ended in hugely
expensive litigation with
$3.5bn of claims payments at
stake.

After that dog-eat-dog deba-
cle, it is unsurprising that in a
survey for the Royal Bank’s
TrustAssured division, insu-
rance practitioners ranked
contract certainty as their most
important concern. Significant-
ly, the survey identified a
school of thought that “busi-
ness practice should make the
need for trust unnecessary”.

TrustAssured has developed
a system that allows documents
to be signed digitally by a code
key unique to each individual,
and Mr Evers, head of sales at
the bank’s e-commerce and in-
ternet division, is launching it
in the insurance market. The
project grew out of the bank’s
internet developments, and has
already found favour in sectors
as diverse as pharmaceuticals,
and oil and gas environmental
reports submitted to the UK
Department of Trade and In-
dustry. Other projects include
digitally identifying suppliers
to the Ministry of Defence.

The notion is that if the mar-
ket can place business, deal
with adjusters and surveyors
and lawyers, and settle claims
without compromising securi-
ty, claims can be managed
much more rapidly. Adminis-
tration will be reduced, the pa-

perwork mountain sliced, and
customers will get their money
earlier.

Signing online constitutes a
legally binding contract, equiv-
alent to the flourish of the pen
in the paper world. The Elec-
tronic Commerce Act 2000
granted digital signatures the
same status as the hand-writ-
ten variety.

Respondents to the bank’s
survey made it clear that in
London, quite often insurance
business is won on cost, but
lost on service.

“We see this solution as a log-
ical extension of the traditional
role of the bank, which is trust
provision,” said Mr Evers. “If
the bank certifies you are who
you claim to be, that brings
trust to the transaction. We will
issue electronic identities to
people that allow them to sub-
mit an electronic signature,
and provide an audit trail
around the signing events.”

Satisfying procedures akin to
that of applying for a passport,
users are issued with certifi-
cates within a smart card,
which is checked on each occa-
sion by a smart card reader
linked to their computer.

Within a focus group of 30
market practitioners at Lloyd’s

and the London market used by
TrustAssured for its research,
some had particularly harsh
words for management of the
claims process: archaic, said
one.

Some 35% of surveyed practi-
tioners saw resistance from tra-
ditionalists as the key impedi-
ment to modernisation of
document security.

Apart from keeping commer-
cially sensitive data secure
from accidental or malicious
access, a clearer fix on identity
is seen as assisting regulatory
compliance.

As the influence of the US
Sarbanes Oxley legislation —
which states that a company
must provide information that
will enable an assessment of its
compliance — spreads interna-
tionally, there will be a demand
for increased transparency.

Mr Evers admits he will have
to overcome the sceptics, but
says that on the whole, the sur-
vey has shown that managed
identity could remove doubt
and ambiguity.

Trust does exist, but individ-
uals can “lose control” of their
identity when transacting on-
line. That trust has to be deliv-
ered into the digital world, Mr
Evers contends.
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