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Abstract

% N

Fishing vessel insurance in Japan is regarded as part of a national programme to
mitigate the effect of fishing disasters and to promote stability in the management of
fishery enterprises. This insurance programme is organised on a multi-tiered basis,
involving Fishermens Cooperative Associations and Fishing Vessel Insurance
Associations with the support of the central government. Three classes of vessel
insurance contracts can be identified: individual, compulsory and group. A variety of
policies are available, the main ones being basic fishing vessel insurance, owner-
operator insurances covering unforeseen liabilities of such operators and cargo and
equipment insurances. Over the 60 years since the first fishing vessel insurance scheme
was introduced, the services and coverage have been considerably strengthened and
modernized. In particular, compulsory policies and government subsidies have been
established. Originally, the programme was intended to provide basic compensation
for loss or damage to fishing vessels but has since been expanded into a comprehensive
system embracing almost all conceivable contingencies. The number of insured vessels
now exceeds 250,000, representing the great majority of Japan’s fishing vessels. The
scheme has undoubtedly become a major contributor to stability in an often
unpredictable, high risk industry.




GOALS AND OBJECTIVES

Fishing vessel insurance, a part of Japan’s national fishery disaster countermeasure program, is
designed to increase stability in the management of fishery operations. Coverage is provided for
losses in the event of accidents as well as unforeseen costs and liabilities due to operation of a fishing

vessel. In addition, policies cover unforeseen loss or damage to products being carried by a fishing
vessel.

STRUCTURE AND ORGANIZATION

The Fishing Vessel Insurance Program is organized on a multi-tiered basis, with fishermen’s
associations and government support. The roles of the four main levels are described below. A flow
chart showing the relationships among these levels is presented in Figure.

Fishermen’s Cooperative Associations (FCA)

Collects premiums from member fishermen on compulsory insurance policies. A fixed percentage of
the premiums is returned to the FCA to cover administrative costs.

Fishing Vessel Insurance Associations (FVIA)

These associations are the primary contractors for the fishing vessel insurance policies. There are 51
FVIA, including 47 District Associations (one for each prefecture) and four specific Fishery Associations
(for vessels over 20 gross tons). As of the end of December, 1994, these associations employed 525
persons.

The Central Federation of Fishing Vessel Insurance Associations

This Central Federation, which includes all the FVIA as members, provides guidance and assistance
to the FVIA and their member fishermen, and also reinsures part of the Vessel Owner-Operator
policies held by the FVIA. The society employed 54 persons as of the end of December, 1995.

Central Government

The Central Government performs the following functions with regard the Fishing Vessel Insurance
Program which is implemented under national Jaw:

- It re-insurers and provides back-up insurance for vessel and cargo policies held by the FVIA as
well as the Owner-Operator policies reinsured by the Central Federation.

- It provides partial premium subsidies for compulsory and group policies.

- It provides partial subsidies for operational and administrative costs incurred by the FVIA and
partial premiums returned to the FCA, and also for programs designed to prevent maritime
accidents involving fishing vessels.

- It oversees and audits the financial operation and management of the FVIA.

ELIGIBILITY
Eligibility includes fishing vessels as recognized under the Fishing Vessel Law, and tender vessels

owned by Fishermen’s Cooperative Associations engaged in the transport of product, fuel, supplies,
bait, etc.. It is limited to vessels of Japanese registry under 1,000 gross tons.

CONTRACTING PROCEDURES

There are three classes of vessel insurance based on the procedure for contracting.



- Individual Contract: Individual vessels contract under their own initiative

- Compulsory Contact: Under this system, all the fishing vessels under 100 gross tons registered or
operated in each area defined by the prefectural governor (these areas usually coincide with the
jurisdiction of the FCA) are required to contract for Basic Vessel Insurance. In this case, the Federal
Government provides partial subsidies for the Basic Vessel Insurance, as well as Owner-operator
and Cargo Insurance policies. Currently, 98.6% of all vessels insured under the program fall in
this category.

- Group Contract: If more than half of the less than 20 gross ton fishing vessels in a defined area
(must be 15 vessels or more) contract for the Basic Vessel Insurance as a group, the Federal
Government provides premium subsidies equal to half the value of the subsidies obtained under
a compulsory contract.

TYPES OF POLICIES
Various fishing vessel insurance policies are available. The three major types are discussed below:

- Basic Fishing Vessel Insurance: These policies provide a fixed percentage against full loss of vessel
or partial damage due to collisions, sinking and other unforeseen accidents.

- Ouwner-operator Insurance: These policies pay a fixed percentage against unforseen costs and
liabilities incurred by vessel owner-operators as a result of operating a fishing vessel. Policies
are available to cover collisions, general damages and also crew members. Collision policies
provide a fixed percentage against liability damage caused to other vessels through collision,
including both direct liabilities such as damage to the hull or cargo, and indirect liabilities accruing
from decreased income as a result of lost fishing time. General Damages policies provide rated
value payments against damages caused to the person or goods of a third party. Crew Policies
cover damages incurred by crew members working on the vessels, or sports fishermen on a
charter vessel.

- Cargo Insurance: These policies pay a rated value against loss, damage or leakage of catch or
other cargo items, such as fuel, provisions, bait, etc., due to accidents involving the vessel or
equipment failures involving freezers and other onboard storage facilities.

RECENT TRENDS

The basic performance figures for various types of fishing vessel insurance programs in 1994 are
shown in Table 1, and performance trends for Basic Vessel Insurance from 1955 through 1994 in Table
2. In Table 2, Insurance Balance is calculated by subtracting total payments from total premiums, and
Reinsurance Balance by subtracting total reinsurance payments from total reinsurance premiums.

HISTORICAL BACKGROUND AND ANALYSIS

Almost 60 years have passed since the Fishing Vessel Insurance scheme was established under the
Fishing Vessel Insurance Law in 1937. This scheme, was strengthened and modernized in 1952, when
the Fishing Vessel Damage Compensation Law was passed. Compulsory policies and government
subsidies were established, and the number of insured vessels increased rapidly. In 1981, policies
covering liabilities against damages caused to other vessels and third parties were added; and cargo
policies, which provide payments against losses and damage to the catch and other items carried
onboard a fishing vessel, were revised in 1983. Originally, the scheme was designed to provide basic
compensation for loss or damage of fishing vessels, but has since been expanded into a comprehensive
system which covers almost all conceivable contingencies. In 1995, the number of insured vessels
passed the 250,000 mark, a figure which represents the great majority of Japan'’s fishing vessels. The
Fishing Vessel Insurance Scheme is a major contributor to stability in the often unpredictable, high-
risk fishing industry.



Table 1: Fishing Vessel Insurance Performance 1994

——— POLICIES PAYMENTS ------
Total Total No. of Total

Policy type #Vessels rated value premiums  Claims Payments
Basic vessel 251,194 1,551,396 19,487 72,086 21,512
Owner-operator
(Collision) 218,467 1,542,909 1,172 2,030 1,339
(General) 241,627 6,439,652 2,395 800 1,273
(Crew) 11,505 3,089,505 229 43 76
Cargo 1,330 237,161 617 15 488

Note: Data from 1994; all monetary values in million yen.
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Overall Organization Chart of the Fishing Vessel Insurance System
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