


Frauds are committed by owners, traders and
charterers against insurors, banks, or other
owners, traders or charterers. Fraud losses are
estimated to be $1 billion a year, double the
amount of just five years ago. This loss is
achieved through the use of such means as
forgery of shipping documents; diverting
cargoes from the original destination; chang-
ing the names of ships, and reporting the ship
lost at sea; deliberately scuttling ships to
defraud the owner or insuror; chartering a
vessel under false pretenses; stranding crews
to avoid the payment of wages and other
similar practices.

These frauds operate in many ways. Letters of
credit have been accepted by traders who, sub-
sequently, were unable to receive payment.
The letters were fakes. Many times the crimes
of diverting cargoes and ship-scuttling go
hand-in-hand. In these instances, the ship
makes an intermediate stopover to off-load
the cargo, which is then sold. The ship heads
to sea, and in deep water, from which it
cannot be recovered, is deliberately sunk. The
crews are rescued by passing vessels, possibly
by a collusive pre-arrangement. In one in-
stance, crew members of one “sunken” ship
were picked from the sea and taken to a
nearby port, one at which they had made
lodging reservations some time previously.

For a number of reasons, maritime fraud is a
crime which is particularly difficult to investi-
gate and litigate. Typically, an ocean-going
vessel will be owned by nationals of one coun-
try, fly the flag of a second, carry cargo of a
shipper in a third nation, be operated by
crewmen from a fourth and agents from a
fifth. Determining jurisdiction under these
circumstances is a substantial problem, and
for this reason, legal confrontations are often
settled out of court.

Southeast Asia is the area of most ship-scuttl-
ings, historically. An analysis of these incidents

provides a profile of the likeliest candidates
for deliberate sinking. These ships are more
than 20 years old, are small (3,000 ton dis-
placement, or less), worth less than $300,000
as scrap. Usually they are registered in Pana-
ma, and have had at least two different
names. Quite possibly, the ship had just
changed ownership prior to the final voyage,
was most likely on a single-vessel charter and
was the only vessel belonging to the owner.

Earlier this year, an international conference
was held, sponsored by the United Nations, to
address the problem of maritime fraud.
Among the recommendations are a permanent
registration number which would be used to
identify a vessel throughout its lifetime;
creation of a satellite-based maritime tracking
system which would provide some early
warning of ships deviating from scheduled
itineraries; a central depository for shipping
documents which would increase efficiency,
and make document fraud more difficult to
perpetrate; and urging banks to take a more
active role in assuring that transactions are
completed in accordance with contracts prior
to release of the funds, perhaps receiving a fee
for this service.

In many instances, cargo destined for traders
is never placed aboard ship. Crime on shipping
docks throughout the world is commonplace.
Several years ago, a Justice Department spokes-
person was quoted in a major business publi-
cation, characterizing a longshoreman’s union
as being under the influence of organized
crime. The speaker added that, for years, this
group had dictated the terms of business on
the docks to the shipping industry.

Ship loading appears disorganized and is diffi-
cult to monitor and control, from a security
standpoint. Nevertheless, the same general
tactics used for asset protection in other land-
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based industries are effective in stevedoring
operations.

Piracy and other maritime crimes are, by no
means, new. They are, however, assuming sub-
stantially greater importance. We have men-
tioned that the cost of these crimes is in the
neighborhood of $1 billion, annually, an in-
crease of 100% over the last five years. Two
factors are responsible for this growth — a
worldwide slowdown in shipping activity, the
result of economic conditions over the last
several years, and the tendencies of Southeast
Asian fishermen to search out a greater catch,
the Vietnamese “boat people”. There are cir-
cumstances which have the promise of slow-
ing the rapid growth of maritime crimes.
First, an improvement in the worldwide
business climate should mean greater need of
the world’s maritime fleets for commerce, and
thus, fewer scuttlings for fraudulent insurance
claims. In Southeast Asia, the governments of
Singapore and Thailand are undertaking
anti-piracy patrols of international waters in
that part of the world.

Nevertheless, only the most optimistic would
expect these crimes to abate to the levels of
even five years ago. Already, as piracy shows
waning trends in Asia, increases are noted in
South America and the Caribbean.

This tendency of the lawbreaker is character-
istic. When pressure is brought to bear on an
operation, it goes underground. It may
resurface in another location, or criminal
energies may be re-directed into another
venture. Sometimes, as we have witnessed in
the resurgence of piracy throughout the
world, it is not a new activity which occupies
the lawless element, rather it is an old one
which is resurrected.

The law-abiding must be no less adaptable
than the criminal. Innovative security measures

must be developed to counter the initiatives
of the thieves, and those who perpetrate mari-
time crime. Security guards can be an effective
force on the piers where the world’s cargo is
loaded and unloaded. Undercover agents may
be valuable in determining the individuals re-
sponsible for theft. Background investigations
for individuals being considered for employ-
ment may help eliminate hiring mistakes. The
polygraph is a time-tested relatively inexpen-
sive method for verifying the information sub-
mitted in an employment application. It is
also extensively used, after employment, to
evaluate an employee on a continuing basis.
A security consultant can study the existing
state of security at a facility, and recommend
workable, cost-effective measures for correct-
ing shortcomings in a protective plan.

Maritime crime is, in large part, the outgrowth of an
industry which has grown greatly as the result of tech-
nological advance. It now is suffering as the result of
failure to modernize the systems and methods it uses
to do business.

This second half of the twentieth century is witnessing
a realignment of the great mercantile nations of the
world, yet world benefit from these changes is threat-
ened by the stranglehold of crime and by shipping
practices which date back to the days of the Clipper
Ships.

The interests of all the world can be served by our
support of modernization of maritime trading prac-
tices, and by taking on the criminal element which
has impeded world trade for too long.
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