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Tankers – can IT help improve quality?

1400 words

DECK HEAD

Jan Kopernicki, chairman of OCIMF (oil companies industry marine forum), and Basil Papachristidis, chairman of Seatramp (UK) Ltd, were two speakers in a forum about improving quality in the tanker industry: regulation or self-regulation, held at Seatrade London, Sept 17 

BODY

Dr Peter Swift, managing director of Intertanko, introduced the session by saying that many people in the tanker industry believe that they are over regulated. But many people outside the tanker industry, particularly in governments, are calling for stricter regulation, or in other words, more stick and not too many carrots. 

As the tanker industry struggles to improve its safety record, he asked if the parties involved talk to each other, trust each other, and listen to each other enough. 

Speakers were unanimous in that the safety record of the tanker industry needs to be improved, but not unanimous in how to set about it. 

Everybody accepts that there are substandard tankers on the seas, shipowners happy to own them, charterers happy to charter them, brokers happy to broker them, insurers happy to insure them, port state control happy to pass them. Surely something can be improved?

SUBHEAD
Basil Papachristidis

Basil Papachristidis, chairman of shipping company Seatramp (UK), drew comparisions between how the tanker industry functions as a free market, and how the people in it can be trusted to behave in the interest of their society.

Mr Papachristidis pointed out that the maritime industry owes it to its seafarers to show responsible behaviour. 

“Nothing can be more harmful than damaging the morale of seafarers and to the worlds’ seafarers we owe the greatest commitment and solidarity – they hold the key,” he said. “

We should not abandon their fate.” 

However the only way to get the maritime industy to act responsibly was through well founded regulations. 

The tanker market is a prime example of a free market economy, he said, and society has been well served by the competitive nature of the tanker market, in terms of the low prices which is pays for oil transport around the world.

The problem is that if shipping companies spend money on social issues [such as tanker safety and seafarer welfare] there is no economic reward. 

“The market agenda in a free society will not recuperate the expenditure in social issues,” he said. “What we’re asking is if people can be trusted to behave in the interest of their society.”

“Human nature and the competitive way we interact see to it that we cannot be trusted to follow non-material gains and non-material rewards,” he said. 

The tanker industry can apply self regulation (ie agreeing to self-imposed standards), or the regulation can be enforced by an outside regulatory body. 

“We have a very chequered track record when it comes to self-imposed standards,” he said. 

“Shipyards compete as to who can build ships with the lightest scantlings; class societies compete into who can be the most accommodating to the yards; charterers refuse to compensate high quality ships with high freight rates,” he said.

“It would be great is quality and safety could be introduced with financial compensation,” he said, “but no charterers will agree to compensate us for good behaviour. You can’t expect brownie points for anything other than totally safe.” 

The maritime industry is, in a way, regulated by the oil industry, he commented; oil companies set the standards that the tanker industry must meet to attract business. 

However he said he did not believe that oil companies have a high regard for safety. “This is evident in their behaviour in the tanker markets,” he said. 

By consistently trying to negotiate the rates, they encourage shipping companies to cut their costs in order to win the business, effectively encouraging shipping companies to reduce safety expenditure. 

Mr Papachristidis argued that the tanker industry’s accident rate is improving, and far more pollution comes from shore based industry than from ships.

Mr Papachristidis argued that the only way to improve safety in the maritime industry is to set univeral, international rules, through the IMO rather than regional bodies (US Coastguard or the European Union).

In fact, regional legislation actually creates safety problems; for example, if tough regulations in the EU send all the substandard tankers to the other side of the world but does not actually take them off the oceans. 

Mr Papachristidis noted that ships are being built today to much lower standards compared to the 1970s. 

He also said “just about every major” ship grounding is caused by poor traffic control.

He pointed out that part of the ship safety problems were due to the ease in which people can become shipowners. “This is an industry with extremely low barriers to enter. 

Anyone can own a ship and bring it to a shipmanager – there’s always people coming in and going tout of the industry,” he said. 

SUBHEAD

Jan Kopernicki

Jan Kopernicki, chairman of OCIMF (the Oil Copmanies Industry Marine Forum), also vice president of shipping with Shell International Shipping and Trading, talked about the SIRE system, whereby oil companies in OCIMF “vet” tankers to make sure they are up to standard and share the reports between themselves.

However out of 7910 SOLAS tankers on the oceans, only 4787 of them have had SIRE inspections in the last 12 months. At any time SIRE only touches 50-60 per cent of tankers. 

Most of the remaining 40-50 per cent of tankers have not had SIRE inspections because they know they would not pass it, or they have had a SIRE inspection in the past and failed it. The owners of these ships are cutting corners with safety and effectively “stealing the bread of the high quality operators,” he said.

Mr Kopernicki stressed that the fact that a vessel has SIRE report does not prove its quality; the SIRE report is an assessment of the quality of the tanker, and somebody needs to read it in order to reach a conclusion about whether or not to hire a specific vessel. 

However Mr Kopernicki suggested that flag states could make much more use of the SIRE data as a means of identifying possible substandard shipping companies. 

He pointed out that Australia recently increased the number of vessels over 15 years old being inspected from 75 per cent to 100 per cent, and is finding this an effective way of targeting substandard vessels. There is a similar process going on in the US. 

“These are 2 living examples that work,” he said. 

Once these have been identified, they can be targeted with more port state control inspections, in a bid to find out whether or not they are substandard, and if so, force them off the oceans. 

Mr Kopernicki said he thought that if shipowners carry more liability for tanker accidents, they will have a stronger incentive to improve safety, and many ships will be safer.

“Ship owners are key to the discussion even through they don’t want to be,” he said. 

Mr Kopernicki critcised the growing non-international maritime legislation being developed by bodies such as the European Union and US Coastguard, saying that if certain ships are banned from the EU or US, they are just moved to a different part of the world, effectively moving the problem rather than solving it.

SUBHEAD

Charterer – owner relations

Mr Papachristidis said that there as a “battle royale” going on between tanker owners and oil companies, which “manifests itself in behaviour in the spot market [when oil companies try to push down the rates] and issues about pollution liability.” 

Mr Kopernicki questioned why oil companies should carry a share of the liability for tankers, making comparisons with London taxi-cabs. He pointed out that when someone gets into a London taxi, all the insurance is covered by the taxi company and the passenger does not need insurance, the service is well regulated and reliable, and tanker shipping should be the same.

Mr Papachristidis responded that taxi passengers typically do not negotiate the rate when getting into a taxi, suggesting that if oil companies want a similar service from tankers, then the rate should be set by a regulatory body rather than the market. 

Mr Kopernicki said that he thought the relationships between oil companies and carriers was “less of a battle royale than it has been in the past.” 

