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Reducing insurance premiums with software
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Maritime insurance organisations are beginning to notice that compliance with the ISM code is leading to reductions in the number of claims shipping companies make, and are reducing their premiums accordingly. 

By Panteleimon Pantelis, Director Ulysses Systems

A recent announcement by The Swedish Club made clear that operators with better claims records will pay less for their insurance and that the key to achieving a better claims record lies in effective ISM compliance.

"“I am confident that ISM, correctly implemented and used, will be one of the shipowner’s most worthwhile investments," Martin Hernqvist, the Club’s Loss Prevention Manager, told delegates at the Ship Management 2002 conference in Cyprus. 

"Make sure that the whole organisation believes in the system, provide feedback and good examples, ensure user-friendliness and continue to improve your procedures. This will certainly reduce losses and the mutual insurance system will reward you.” 

SUBHEAD

Attitude to ISM

Crucial to the success of the ISM code in general is the attitude ship operators hold towards it. 

Those who pay no more than lip service to ISM will find that it becomes a costly burden while not improving efficiency or reducing accidents. 

On the other hand, The Swedish Club found that effective implementation of ISM Safety Management Systems, together with the associated increase in safety awareness, can reduce accidents by up to 30 per cent. 

However some ship operating companies will argue that they have spent vast sums of money preparing for ISM, investing in ISM compliant systems and implementing ISM practice, without seeing significant business benefits or a reduction in their claims records. 

This is obviously a frustrating situation, but these companies need to re-evaluate their systems and pinpoint the source of the problem.

SUBHEAD

Using software

ISM has brought with it the wider use of software on board for functions like Planned Maintenance as well as for managing documents electronically. 

The critical part of any software system is most surely the user, since without a user a system will not function. 

Consequently the most important aspect of any software and a determining factor in its success is user-friendliness. The seafarer is already burdened with a high demand for change management without having complicated software added to this daunting and stressful aspect of his job. 

There is little tolerance in the marine culture for applications that end up increasing the user’s workload instead of reducing it.

Rather than looking for a system that ensures ISM compliance, ship managers must look for systems that reduce the workload for users both onboard vessels and ashore, reduce time spent on administrative tasks, improve efficiency and safety, streamline operations and, as a bi-product, ensure ISM compliance. 

By choice, the maritime industry has been relatively slow in adopting software solutions largely due to previous undesirable experiences with inefficient software packages, time and resource constraints and cost factors. 

Numerous software systems marketed to the maritime industry have been too complex to be effectively accepted and proactively used throughout a fleet and in land-based offices. 

Additionally, the rather high turnover of contractual personnel from one organisation to another means that ship operating companies have to spend many times the cost of the software license on extensive and expensive training programmes.

Fortunately, the cost of changing software systems is relatively low, especially compared to other costs that are accepted as necessary for the running of a fleet, and can result in substantial business benefits. 

Not only will more efficient safety management systems lead to reduced insurance premiums by minimising the risk of accidents, improved efficiency and enhanced performance can reduce costs in the region of $70,000 per vessel per year. 

This can be through better co-ordinated maintenance, optimizing the use of slack time and building corporate memory.

SUBHEAD

OCIMF demands

Recent announcements by OCIMF suggest that members are likely to start demanding higher standards of management practices in the vessels they hire. 

Oil companies, particularly those with a retail presence, need to maintain a reputation for environmentally friendly operations in order to protect their reputations in the long term and maintain a competitive advantage. 

Consequently, tanker operators need effective quality and safety systems that satisfy the demands of their clients and demonstrate due diligence. Operators who cannot satisfy these demands may find they are not only paying more for their insurance, but also losing business to companies who can demonstrate best practice.
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Additional points:

SUGGESTED OUTLINE: 

Following recent shipping accidents, shipping companies around the world are looking for ways to both improve their safety record and demonstrate that they are safe. 

But there are plenty of cynics that think that the solution mandated by the IMO, the ISM code, is just an additional drain on seafarer workload, with its requirement for procedures and checklists, rather than a genuine benefit. 

The important thing is to win seafarers over to using it, because if it just comes down to seafarers filling in boxes because they’re told to then the whole system is worse than useless. 

However it is possible to use software tools to help seafarer’s improve shipboard safety and also actually make life easier for them. They get less phone calls  and e-mails from the shore because the shore knows everything it wants to know. They have all the right information ready to hand immediately. Forms can be automatically filled out and the seafarers can get more rest. 

The Swedish Club recently endorsed ISM systems, saying that it had noticed a significant reduce in claims from companies which had a good ISM system and used it properly. 

QUESTIONS TO ANSWER 

The ISM code works by creating procedures, on the understanding that safety improves if people follow the procedures set out rigidly and indicate which procedures they have followed. 

How can anyone differentiate between the companies who “pay no more than lip service” to ISM and companies that implement it effectively?

If companies have spent vast sums of money preparing for ISM but see no reduction in claims records, then what would you suggest is the reason for this? 

Can shipping companies use the software to demonstrate their safety to customers (ie charterers)

Surely ISM by definition increases seafarer workload, and will never be popular with seafarers.

how specifically, does ISM system improve safety? Lots of cynics point out the difference between quality and a quality management system

