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Executive summary

The maritime industry recognises that the work of port State control has greatly contributed to improved maritime
safety and security, and the prevention of marine pollution. However, integrity and transparency risks are present in
the port State control (PSC) system which is now regularly reported by the industry. The Maritime Anti-Corruption
Network (MACN) has prepared the following report to enhance the objectives of the PSC system through the Code
of Good Practice and to assist PSC Officers to conduct their inspections to the highest of professional standards.
Through this report, MACN wishes to collaborate with the industry and all the PSC MoU’s to enhance standards for

PSC inspection procedures in respective regions.

Maritime Port Corruption - a global challenge for ports, regional MoU’s,
the maritime industry and trade

Over the past ten years the maritime industry has attempted to highlight corrupt practices to which it is frequently
exposed. Requests for “tokens of appreciation” remain common practice in many parts of the world. While this may
have been accepted in the past, today it is seen as an act of corruption and such “tokens”, whether in the form of goods
or money, are indistinguishable from more open forms of corruption. Corruption in any form is illegal in most parts
of the world. However, the acceptance of this comes slowly to those accustomed to demanding or receiving such

payments

The maritime industry interacts daily with a wide variety of government agencies, and is exposed to multiple layers of
integrity risks. This may include frequent demands for facilitation payments, including cash or in-kind benefits for a job
or an inspection that is already paid for, or should be part of the daily port operations. These demands are often made
indirectly and privately to the Master. Such corruption gives rise to operational disruption, increased operational costs
and, more importantly, places the Master under severe pressure and in a precarious position as a professional. Such
practices also portray a negative image of a Port State country, thereby affecting the efficiency and attractiveness of a

port and inward investment potential.

What sometimes starts with a simple request for a pack of cigarettes by an official misusing their powers can turn into
a complex and serious dispute that has far reaching consequences for the crew and company. A vessel that is detained
- even if this is due to the refusal to pay a bribe - may find it hard to obtain future contracts form major cargo owners.

Captains know this, as do corrupt officials.

Adding to the problem, the lack of transparency and local corruption reporting channels lead to opportunities to avoid
or misuse the intent of the local, regional, and international maritime legal framework. In this report MACN focuses on

integrity and transparency risks associated with Port State Control inspection system.
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The Role of PSC

Port State control is the inspection of foreign ships by
Port State Control Officers (PSCOs) in national ports to
verify that the condition of the ship and its equipment
complies with the requirements of internationally
applicable mandatory regulations, that the ship is manned
and operated in compliance with these rules® and has the
necessary certification on board and is ready for inspection.
These inspections are intended as a “safety net” to ensure
implementation of International Maritime Organisation’s
(IMO) most important technical conventions. A key element
of this inspection regime was the introduction of Regional
Co-operation in the control of ships (e.g. a ship going to a
port in one country will normally visit other countries in the
region and it can, therefore, be more efficient if inspections
are coordinated in order to focus on substandard ships and
to avoid multiple inspections). This prevents ships being
delayed by unnecessary inspections and seeks to ensure that
uniform practices are applied on a port-to-port, country-to-

country basis.

However, the interactions with PSCOs during these
inspections are far from straightforward, with officials of
all ranks and purpose having a wide range of discretionary
powers. This discretionary element makes it difficult for
seafarers to plan for port calls or to be fully compliant with
relevant laws, as the interpretation of these regulations
(which should be aligned with international regulations) may
change from one port call, or one official, to the next. This
report aims to highlight some of these practices and the

resulting challenges faced by the maritime industry.

There are Nine regional agreements on port
State control - Memoranda of Understanding
(MoU):

Europe and the north Atlantic (Paris
MoU);

Asia and the Pacific (Tokyo MoU);

Latin America (Acuerdo de ViAa del
Mar);

Caribbean MoU;

West and Central Africa (Abuja MoU);
Black Sea MoU;

Mediterranean MoU;

Indian Ocean MoU; and

Riyadh MoU.

The United States Coast Guard maintain the
tenth PSC regime.

! The International Maritime Organization - https:/www.imo.org/en/OurWork/MSAS/Pages/PortStateControl.aspx
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MACN'’s Anonymous Incident Reporting System

MACN has collected data on global corruption in the maritime industry for over a decade. MACN'’s Anonymous
Incident Reporting System, shows that rejecting and challenging corrupt demands can lead to severe delays,
risk the safety of the crew, vessel, cargo, and the environment. Rejecting demands can also have damaging
commercial consequences for shipping companies. With over 50,000 anonymously reported incidents of corrupt
demands, covering over 1,200 ports and 151 countries, MACN has started to map key corruption trends. MACN’s
anonymous incident reporting continues to serve as a valuable tool for our in-country work (Collective Action

programs) involving dialogue and work with the maritime industry, governments, and civil society.

It is the intention of this report to highlight the integrity and transparency risk that have developed in the Port
State Control inspection system, and to stress the importance of having a consistent and credible inspection
mechanism acceptable to both the Maritime Administrations of a Port State and the shipowners that call these
ports. We believe through dialogue and Collective Action we can assist in empowering PSCOs to conducting
their inspections to the highest professional level within the intended spirit of their national and international
laws, while at the same time ensuring the authorities act in a fair, open, impartial, and consistent manner. With
this report, MACN aims to develop collaboration between stakeholders, promote dialogue, develop root cause
analysis and gap assessments (in the countries and under each respective MoU), and to fully map the integrity

and transparency risks relating to Port State Control.

Limitations to this report

Through broad conversations with the industry, MACN believes the issue of corruption is much larger than
what the data below shows. Companies and seafarers hold considerable concerns and a fear of retaliation when

reporting corruption incidents associated with PSC inspections.

Another point to note is the increased awareness and use of MACN'’s anonymous incident reporting system. This
is reflected in an increase in reports over time and likely means that the rise in PSC incidents is due to increased

use of the system rather than reflecting and increase in the rate of actual corrupt demands.

MACN incident data occasionally receives anonymous incident reports without specifications. For these the
term (blank) is used in the below diagrams - representing the unspecified demands, consequences, and vessel

types of data fields left blank by users.

Strengthen integrity through the PSC Code of Good Practice

The main purpose of PSC inspections is to prevent a vessel proceeding to sea if it is unsafe or presents an
unreasonable threat of harm to the marine environment. However, under IMO guidelines, Port State Control
efforts should avoid a vessel being unduly detained or delayed. Under the original regulatory intent, this balance
was best achieved through the professional and independent judgement of the PSCOs to determine whether to
detain a ship until deficiencies were corrected or to allow it to sail with certain deficiencies, having regard to the

circumstances of the intended voyage.

The IMO MSC-MEPC.4/Circ.2 Code of Good Practice for Port State Control Officers was developed by the
Marine Environment Protection Committee and the Maritime Safety Committee with an objective to assist

PSCOs conducting their inspections to the highest professional level.
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The Maritime Committees, in this process, encompassed three key fundamental principles for PSCO’s to be
guided by: Integrity, Professionalism, and Transparency. According to the IMO MSC-MEPC.4/Circ.2 these are

defined as follows:
1. Integrity is the state of moral soundness, honesty, and freedom from corrupting influences or motives.

2. Professionalism is applying accepted professional standards of conduct and technical knowledge. For
PSCOs standards of behaviour are established by the maritime Authority and the general consent of the

Port State members.
3. Transparency implies openness and accountability.

It is encouraging to see that Integrity and Transparency are some of the key principles, which fits naturally
into the focus of this report. In practice, these two principles require PSCOs to be independent and to make
decisions based on their findings and not have any commercial interests in their ports, the ships they inspect,
or the companies providing services in their ports. They should not misuse their authority for benefit, financial
or otherwise, and firmly refuse any attempts of bribery, which would also include making unlawful demands

towards ship crew.

In terms of the behaviour of PSCOs, the code also refers to showing respect to crew during inspections with

emphasis on being polite and not threatening, abrasive, dictatorial, or to use language that may cause offence.

The Code of Good Practice for Port State Control Officers is meant to be applied by governments and regional
PSC MoU's. Its principles are expected to be adhered to by all PSCOs to build trust and increase the credibility
of PSCQO’s amongst crew; and ultimately provide for enhanced ship safety. In this report we will analyse if these
principles are put into practice and highlight potential room for improvement.

Additionally, the FAL.5 Circ.48 - Guidance to implement and adopt procedures against maritime corruption,
discusses the importance of raising awareness of, preventing and establishing accountability for maritime

corruption, where MACN’s anonymous incident reporting mechanism is recommended as an operational tool.

MACN Data on port State Control Inspections:

MACN'’s incident data on PSC inspections, as of Q1 2022, shows a total of 25112 incident reports (Figure 1),
with countries distributed across their regional MoUs. These incidents, submitted anonymously, have been

checked for errors and inconsistency.

PSC: total port-level incidents reported from 2013 to 2022 Q1
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Figure 1 - MACN incident data on PSC inspections

2 This total number of PSC incidents is subjected to change as we constantly receive incident data through the system.
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Figure 2 shows that the number of reported incidents associated with PSC inspections has consistently risen
since 2017. This may be due to the increase in MACN membership over time and increased use of MACN'’s

anonymous incident reporting system, which was simplified in 2017 to facilitate incident reporting.

PSC Incidents over the years
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Figure 2 - MACN PSC incidents reported by year

MACN incident data shows that Masters and crew can be subjected to corrupt demands of various forms
to resolve alleged findings and deficiencies observed by PSCOs. Some of these demands are in the form of
cigarettes (33%), soda drinks (21%), sundries (17%), large cash payments of more than USD 150 (13%) and

alcohol (12%). These constitute the top five demand types as seen in Figure 3.

PSC Incident demands
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Figure 3 - MACN PSC incidents by demand
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Figure 4 shows the slow and steady increase in such demands faced by vessels during PSC inspections.
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Figure 4 - MACN PSC incidents by demand by year

When Masters and seafarers reject corrupt demands made by PSCOs (usually made as part of resolving alleged
deficiencies), they are vulnerable to consequences of various forms. Figure 5 shows the various types of
consequences vessels face. Most of the incidents report unspecified consequences (60%). Some 29% of the
vessels are threatened with potential delay in port operations, followed by the potential threat of fines for

alleged non-compliance (7%).

In some cases, Masters and seafarers are vulnerable to the possibility of criminalisation and imprisonment at the
hands of port officials. Furthermore, for companies who do not have Anti-Corruption programs implemented,
the Master can also face company reprimands if the rejection of a corrupt demand leads to a commercial or
operational consequence. Unless provided by the company, training to reject corrupt demands is not readily
available and managing such situations is only learned through hands-on experience which is passed on through
generations of seafarers, thereby potentially compounding the acceptance of corruption as a way of doing
business.
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As you can see in Figure 6 such cases of consequences are on the rise.
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Figure 6 - Consequences by year

Some vessel types seem more vulnerable during PSC inspections. MACN data shows (Figure 7) that bulk carriers
(44%), container vessels (20%), unspecified (16%) and tankers (9%) are the top three vessel types being targeted.
Publicly available PSC data also indicates that these three vessel types are the most inspected and therefore

they are more exposed to the potential of corrupt demands by PSC officers.

Incidents by PSC and vessel type
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Conclusions

Based on the original provisions of the international conventions, and given that flag States are intended to be
the first line of defence against substandard vessels, the role of Port State Control has significantly evolved into
an important instrument to enhance safety at sea and protect the environment. In general, the maritime industry
will agree that the PSC instrument has greatly assisted in the reduction of eliminating sub-standard vessels,
which is well supported by data provided by respective MOUs. With the driving factor of “zero detention and
zero deficiency” it may be evident to the industry that PSC now takes a key role in combatting substandard

shipping.

However, it is clear that PSC integrity and transparency risks are present and are now regularly reported by the
industry. Anecdotally, integrity and transparency risks in the PSC system are far more widespread than the data

suggests, and further analysis should be conducted to map out the full scope of integrity risks.

Narratives from many Masters outline the modus operandi in some ports. Prior to commencement of an
inspection, PSCOs will advise Masters of a “fast and clean” inspection process subject to a cash payment. When
such demands are rejected due to a company’s anti-corruption and bribery policy, reports have been made of
Masters and seafarers being put under extreme pressure, pressure that includes threats and harassment during
PSC inspections.

Further, the allegations of deficiencies and even malicious detentions because of refusing corrupt demands cause
great financial and commercial consequences for the industry. These include increased port dues, completing
Flag State administration requirements, Classification Society, or respective Recognized Organization (RO)
inspections, and lower ratings for respective vessels by some industry bodies. Rejecting a corrupt demand can
even end with possible charter-party sanctions. Therefore, shipowners rightfully fear the potential commercial
losses from a vessel’s detention; losses which are likely to be higher than paying the corrupt demands made to
receive a “fast and clean” inspection report.

In these circumstances, even if shipowners do not agree with the alleged deficiencies and possible detention
of the vessels by PSCOs, the slow speed of escalation channels and the appeals process mean that owners are
often obligated to pay the fines for the prompt release of the vessel. In the instances MACN has followed where
shipowners make use of the formal appeal process, they have received limited or no response from respective
maritime administrations and national authorities. Maritime Administrations and national authorities should
consider these formal appeals as an opportunity for continuous improvement of the Code of Good Practice for
Port State Control Officers.

Data collected from MACN’s Anonymous Incident Reporting System shows examples where the Code of Good
Practice for PSC Officers (IMO MSC-MEPC.4/Circ.2) as well as the Code of Good Practice for PSC Officers
conducting inspections within the framework of respective MoUs has not been followed. In theory, inspections
should be carried out in a uniform way so that no structural and significant differences exist between the
treatment of vessels of the various PSC regimes. However, in practice, this uniformity seems to not be
achieved despite allowing a certain level of regional tolerance due to historical, geographical, cultural, and
legal requirements. Nevertheless, such differences should not exceed levels required to meet global ship safety
standards reflected in the IMO resolutions, which deal with the identification of substandard vessels and the
process to deal with deficiencies to rectify the situation quickly. The objective of PSC inspections is to ensure

safe vessels, not to generate personal or state-level revenue.
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Interim recommendations

This report provides some initial insights to the challenges faced by the maritime industry with regards integrity

and transparency risks present in the PSC inspection system and the Code of Good Practice for PSC Officers.

To strengthen and enhance the objective of PSC regime, its Code, and to assist PSCOs in conducting their

inspections to the highest professional level, the following interim recommendations are presented for the

industry to take into consideration:

1.

10.

The need for the industry to build a process of Collective Action among industry stakeholders to address
such integrity and transparency risks present in the PSC system. For example, Regional MoUs could consider
the possibility for more open and direct access to the Steering function of the respective MoU, to raise

issues and improve transparency.

Maritime Administrations should consider communication campaigns to increase awareness around
complaints escalation and the right of appeal processes, thereby increasing participation and engagement

from respective MoU members.

Such appeal processes should be well publicised, readily available, and communicated to shipowners, ship’s

agents, P&l Club correspondents, and other interested parties.

Maritime Administrations should consider these formal appeal processes as an opportunity for continuous
improvement of the Code of Good Practice for Port State control officers, rather than as a challenge to the

PSC regime.

Maritime Administrations should consider enhancing their internal compliance capacity through a
comprehensive and complete identification, analysis, and assessment of integrity risks in PSC inspection

procedures and processes.

Maritime Administrations should consider introducing ethics and integrity training programs, and other

awareness-raising methodologies.

Maritime Administrations should consider, in addition to the official appeals process, developing and
implement a practical tool for submission of reports on integrity risks faced by vessel during PSC inspections,
which will ensure quick notification to the respective Maritime Administration or its anti-corruption

department.

Ship owners, operators, managers, and charterers should encourage their Masters and Officers to internally

report incidents during PSC inspections.

Ship owners and operators should make use of the official appeals process available within respective
Maritime Administrations and the Regional MoUs to raise such challenges faced to the Secretariat of the

MoU and, as a next level, to the Committee of the MoU.

Ship owners and operators should advise the respective vessel's Flag Administrator of corrupt practice
demands involving their vessels. This information can be used for future deliberations on maritime corruption

taking place at the International Maritime Organization (IMO) and in continued dialog with MACN.
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About the organisation: Maritime Anti-Corruption Network (MACN)

The Maritime Anti-Corruption Network (MACN) is a successful private sector Collective Action group in the

maritime industry. It is an industry-led collaborative initiative with a vision of a maritime industry free from
corruption. Since its inception in 2011, MACN has grown to include over 160 companies globally, representing
over 50% of global tonnage. Together with its membership MACN has consistently built resilience and addressed
various challenges faced by the industry. We work closely with governments, local partners, support the maritime

industry with tools and better preparedness and address these challenges through a multi stakeholder approach.

MACN

Maritime Anti-Corruption Network macn@macn.dk



