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ESG Watch List  
 

The growing pressure and urgency across all sectors of society to respond and find so-

lutions to environmental, social and governance (ESG) issues has led to some rethink-

ing within the marine insurance industry. Individual companies are reconsidering their 

targets and responsibilities beyond their core businesses to incorporate sustainability. 

These insurance companies work on a better understanding and overarching principles 

to identify and define ESG standards that align with their values and commitments as a 

company. This approach will also guide what information they will seek from clients and 

other third parties. Considerations may comprise aspects of underwriting, claims han-

dling, loss prevention, investment strategies, recruitment and education.  

 

IUMI’s overall role and involvement on ESG matters has been tasked to the Sustainabil-

ity Working Group which was set up in 2021. The WG identifies ESG topics which are 

specifically relevant to the global marine insurance industry and includes them on this 

ESG Watch List.  
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Biodiversity  

 

Growing global attention on nature loss, together with the entry into force of the Biodi-

versity Beyond National Jurisdiction (BBNJ) Agreement or High Seas Treaty on 17 Jan-

uary 2026, is elevating biodiversity as a strategic issue for the maritime sector. The 

Treaty marks a milestone for governance of the high seas, which cover 61% of the 

ocean yet contain only 0.9% of all designated Marine Protected Areas (MPAs). Oceans 

underpin global trade, climate regulation, and coastal economies, but remain signifi-

cantly under‑protected. The agreement requires more rigorous environmental impact as-

sessments (EIA), the ability to create new marine protected areas, greater coordination 

between shipping regulations and international conservation frameworks. These new 

obligations imply that the shipping industry will increasingly be scrutinized for its contri-

bution to cumulative impacts in sensitive marine areas. 

 

The Kunming–Montreal Global Biodiversity Framework sets a headline ambition to con-

serve 30% of global land, inland waters, and marine environments by 2030 (“30×30 Tar-

get”). Current progress shows that only 9.6% of the oceans are designated as MPAs, 

and more than 90% of marine species remain undiscovered, highlighting a significant 

knowledge and protection gap. 

 

Shipping plays a dual role: It relies on healthy marine ecosystems while simultaneously 

contributing to pressures such as the spread of invasive species, underwater noise, ves-

sel strikes, and pollution. For example, 60-90% of exotic species introductions are at-

tributed to shipping, primarily through biofouling and ballast water. The IMO’s Marine 

Environment Protection Committee (MEPC) advanced work in 2025 on a legally binding 

biofouling instrument aimed at improving hull efficiency and reducing invasive species 

transfer, which is an important development for both decarbonisation and biodiversity 

protection. 

 

In addition, operational practices such as “just‑in‑time” arrivals, propeller retrofits, and 

biodiversity‑sensitive routing offer opportunities to reduce risks to marine mammals and 

ecosystems. Several coastal States already implement biodiversity‑related navigation 

measures: for example, California promotes voluntary 10‑knot speed limits during whale 

migration, Canada enforces seasonal speed restrictions in designated areas, and Brazil 

issues guidance for ships operating in humpback whale zones. 

 

Several legal and soft law developments indicate rising expectations for companies in-

volved in ocean related activities. One example is the High Seas Treaty mentioned 

above. The EU’s Corporate Sustainability Reporting Directive’s (CSRD) part focussed 

on Water and Marine Resources (ESRS E3) requires double materiality analysis for ma-

rine resources. Moreover, NGOs and scientific bodies stress that business sectors, in-

cluding shipping, must urgently reduce biodiversity impacts. The convergence of regula-

tory and civil-society expectations indicate that biodiversity considerations are becoming 

more integral to risk assessment and underwriting. 

 

The convergence of regulatory and civil-society expectations suggests that biodiversity 

considerations are becoming integral to risk assessment, underwriting, and engagement 

strategies for the maritime sector. 
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Deep-sea mining (DSM) is an activity with potentially harmful impact on marine biodiver-

sity. Scientific evidence points to damage to ecosystems caused by the removal of 

polymetallic nodules. Because deep-sea species are highly specialized and have limited 

mobility, such disturbances often result in functional extinction and significant biodiver-

sity loss. Although not a shipping activity itself, DSM is closely linked to maritime 

transport through mining vessels, ore carriers, and waste plumes, contributing to cumu-

lative impacts. At the same time, the geopolitical landscape is shifting rapidly, with 

around 40 countries calling for a moratorium or precautionary pause. Marine insurers 

must be aware of these developments and consider potential ESG and reputational risks 

thoroughly.  

 

Biodiversity risks in the maritime industry are increasingly shaped by global governance 

changes, scientific evidence, and the rapid emergence of DSM as an environmental 

threat. For insurers, this might require integrating biodiversity into underwriting deci-

sions, monitoring DSM policy developments, and reinforcing engagement with clients to 

ensure nature positive pathways. 

 

As regulations and expectations evolve, the marine insurance sector has an enabling 

role to play by supporting prevention measures, incentivising risk‑reducing behaviour 

and helping the industry navigate emerging biodiversity‑related requirements. 

 

 

 

Climate change 

 

Climate change is widely considered one of the most pressing issues of our time. It has 

also been identified by IUMI as a major concern to marine insurers. The effects of global 

warming are already evident and are changing the nature of the insured assets. The fre-

quency of weather-related catastrophes has increased significantly which drives up 

losses and leaving some assets uninsurable. The potential impact of climate change is 

therefore a fundamental issue for regulators. In 2023, global shipping emitted 911 million 

CO2 tons equivalent emissions based on 100-year global warming potentials or 925 mil-

lion tonnes based or 20-year global warming potentials.1 Most emissions (86%) came 

from international shipping, 10% from domestic shipping, and 4% from fishing. Ship-

ping’s share of global emissions stayed at 1.7% from 2016 to 2023, and its share of 

CO2 emissions went up slightly from 2.2% in 2016 to 2.3% in 2017–2023. If black car-

bon is included, total emissions increase to 989 million tones (8% from black carbon), or 

1,205 million tones using the 20-year measure (23% from black carbon). Shipping emis-

sions grew by 12% from 2016 to 2023, or about 1.4% per year. The Paris Agreement on 

Climate Change and the work of the International Maritime Organization (IMO) are ex-

amples of regulatory efforts to address climate change. 

 

Climate change is a major threat to people and the planet. It especially affects shipping 

and the insurance industry through: 

 

 
1 The global warming potential (GWP) is a metric used to indicate how much particular greenhouse gas traps in the 

atmosphere over a 20- or 100-year period, equivalent to carbon dioxide (CO₂). E.g. Nitrous Oxide (N2O) has a 

GWP 273 (100 years), which means that 1 ton of N2O emits equivalent of 273 tons of CO2 in a 100-year time-

scale. 
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• More and stronger hurricanes and typhoons 

• Bigger storm surges and dangerous waves 

• Rising sea levels that put coastal buildings at risk 

• Shipping routes that are harder to predict because of warmer oceans 

• Unpredictable weather 

 

These problems disrupt global trade, supply chain and port operations. They also dam-

age important coastal habitats like mangroves and coral reefs, which protect communi-

ties from storms and erosion. Warmer seas and more acidic water harm marine life, 

making these natural defenses weaker. For coastal communities that depend on fishing, 

tourism, and farming, climate change means fewer jobs and lower property values. It is 

also harder to get insurance for coastal properties, which adds to financial problems. 

Vulnerable groups, such as low-income and indigenous people, are hit the hardest and 

often have fewer resources to cope. As coastlines shrink and weather becomes more 

extreme, some communities are forced to leave their homes, creating climate refugees 

and social challenges. 

 

Insurers must review their risk models to cover the higher risks and more frequent 

claims. 

 

To reduce emissions from maritime transport, IUMI is involved in the IMO’s regulatory 

efforts, not least to ensure new fuels and technologies are safe. IUMI is also a Support-

ing Partner of the Poseidon Principles for Marine Insurance, a voluntary scheme which 

aims to reduce carbon emissions of insured fleets through measuring and reporting.  

 

 

Diversity & inclusion 

 

IUMI represents more than 40 national member associations from around the globe and 

works closely with affiliate organisations from a wide array of maritime stakeholders with 

international backgrounds. It is therefore IUMI's goal to represent this variety of mem-

bers in IUMI's policy positions. Moreover, IUMI aims to include a diverse range of mem-

bers as related to their geography, gender and age in the Technical Committees and Fo-

rums. The Committee and Forum Chairs are requested to consider these aspects when 

they recommend candidates during the annual elections. This intention is underpinned 

by IUMI's diversity statement. 

The support for the 40 by 30 pledge initiated by WISTA Norway in 2022 increases. The 

initiative invites companies to actively commit to promoting diversity in the maritime in-

dustry, by striving towards increasing the share of women in leading positions to 40% 

within 2030 as one of the company’s diversity measures. 

Illegal, unregulated, unreported (IUU) fishing 

 

Seafood is a nutritious meal for millions of people across the world and an essential food 

protein in many developing countries. A major problem for sustainable fisheries man-

agement is illegal, unregulated and unreported fishing (IUU fishing). Vessels engaged in 

IUU fishing activities do not use legal fishing gear, do not follow fisheries management 

regulations and/or do not comply with regulations on quotas, fishing areas, closed sea-

sons or prohibited species. The IUU catch is not recorded in catch registers. This is an 

important aspect because fishing stocks are estimated based on these registers. IUU 

fishing destroys marine habitats, adds pressure to fish populations that are already at 

https://www.poseidonprinciples.org/insurance/#home
https://iumi.com/about/diversity-statement
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risk of over-exploitation and undermines efforts to responsibly manage and protect the 

ocean. It exploits the natural resources of coastal nations, reduces economic opportuni-

ties and threatens food security, particularly in developing countries, and has therefore 

environmental and social implications. 

 

It is difficult to precisely quantify the scale of the IUU fishing. Since 2009, no study has 

been conducted due to a lack of uniformity in statistical data. Currently, it is estimated 

that one in five fish is caught illegally or unreported2. Other studies have shown that 

40% of all fish are caught unintentionally (Oceana - fishforward). Some experts state 

that 10-26 million tons of fish are caught as IUU which equals to 11-19% of the global 

reported catch. Seefoodwatch.org estimates a cost of 10 to 23 billion USD annual harm-

ing the global economy.3 

 

Marine insurers can support the suppression of IUU fishing activities by refusing or can-

celling insurance to vessels which have been blacklisted for involvement in illicit actions. 

The ocean conservation group Oceana in cooperation with UNEP FI’s PSI have en-

gaged with marine insurers and associations including IUMI to develop guidelines to mit-

igate the risk of insuring vessels and companies associated with IUU fishing. 

 

Oceana has further developed an information-sharing tool intended to facilitate and fos-

ter the exchange of information on IUU fishing vessels between companies that provide 

services to the global fishing sector, including marine insurers. Through the tool, compa-

nies can exchange information with other businesses on when a vessel on the official 

IUU vessel list of any RFMO has sought and been denied services or had services can-

celled, and in addition they will be notified when new vessels get added to the IUU ves-

sel lists. To register to the tool please visit Pull the Plug on Pirate Fishing. 

A separate initiative is Vessel Viewer developed by the Ocean Risk Alliance (ORRAA). 

This IUU fishing risk assessment tool is intended to help insurers quickly evaluate the 

risk that a vessel or a group of vessels may engage in or support IUU fishing. Through 

the tool, insurers are able to access key information on vessel identity, behaviour and 

risk indicators. 

 

IUMI supports the adoption of the Cape Town Agreement (CTA) of 2012 on the Imple-

mentation of the Provisions of the 1993 Protocol relating to the Torremolinos Interna-

tional Convention for the Safety of Fishing Vessels. This IMO treaty to address fishing 

vessel safety is not in force yet. The absence of an international mandatory regime 

makes effective control and monitoring of fishing vessels difficult. The CTA sets mini-

mum requirements on the design, construction, equipment, and inspection of fishing 

vessels of 24 meters in length and over. The agreement further facilitates better control 

of fishing vessel safety by flag, port and coastal States. Swift ratification of the CTA is 

therefore desirable and supported by IUMI. 

 

 

 

 

 

 
2 Agnew DJ, Pearce J, Pramod G, Peatman T, Watson R, Beddington JR, et al. (2009) Estimating the Worldwide 

Extent of Illegal Fishing. PLoS ONE 4(2): e4570. https://doi.org/10.1371/journal.pone.0004570 
3 https://www.seafoodwatch.org/seafood-basics/the-state-of-seafood 

https://europe.oceana.org/en/publications/reports/risk-assessment-and-control-iuu-fishing-marine-insurance-industry
https://europe.oceana.org/en/publications/reports/risk-assessment-and-control-iuu-fishing-marine-insurance-industry
https://pulltheplugonpiratefishing.org/
https://globalfishingwatch.org/vessel-viewer-tool/
https://sway.office.com/pGZcJtkSuHNxDzy5?ref=Link
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Livestock transports 

 

Livestock carriers are a special type of ship intended to transport cattle, sheep and other 

animals. Most of the vessels engaged in this trade are converted from a general cargo 

vessel, i.e. not specifically designed for the purpose of carrying live animals. Converted 

livestock carriers are often fitted with multiple decks to accommodate the cattle. This 

set-up enhances the windage area and impacts the stability of the vessels. As these 

ships are often converted only after sailing in the trade they have been designed for 

originally, the fleet of livestock carriers has a high average age which is often associated 

with fatigue in the strength of the structure as well as old main engines and propulsion 

systems. The track record of livestock carriers involved in major incidents is therefore 

relatively poor. Consider the following examples:   

 

Vessel Name Age of Ves-

sel 

Type Casualty  

MV Uniceb 26 years Converted  1996 – Vessel caught fire and sank 245NM 

east of Seychelle, 67488 sheep 

MV Danny F II 34 years Converted  2009 – Vessel capsized and sank in Medi-

terranean Sea – 40 crew and 28 000 

sheep and cattle 

Estancia 38 years Converted  2013 – Fire on board in Gulf of Aden 

Haidar  21 years  Converted  2015 – Vessel capsized in Porto Vila do 

Conde, Brazil – 5000 cattle  

Asia Raya  30 years  Converted  2015 – Fire on board – Kupang, Indonesia 

– 634 cows 

Queen Hind  39 years  Converted  2019 – Vessel capsized and sank in Port 

of Midia, Romania- 14 000 sheep. Initial 

evidence suggests overloading/structural 

inability. 

Gulf Livestock 1 18 years Purpose built live-

stock carrier  

2020 – Vessel sank during Typhoon 

Maysak with 5867 cattle and 41 crew  

Al Badr 1 49 years Converted   2022 – Vessel sank in in Port of Suakin, 

Sudan – 15 100 sheep. Reportedly over-

loaded. 

MV Al Kuwait 8 years  Purpose built live-

stock carrier  

2024 – 19 000 cattle, routed via Cape 

Town, South Africa – Triggered investiga-

tion due to extreme stench and concerns 

over animal welfare. Death toll not clearly 

documented.  

Spiridon II 

 

52 years  Converted  2025 – Stranded at sea, denied docking in 

Turkey due to documentation/ear tag irreg-

ularities for 2900 cattle (many pregnant). 

At least 58 cows died. 
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These incidents reinforce the argument that converted vessels suffer more incidents 

than purpose-built vessels, that older ships pose greater risks, and that these casualties 

impact crew and animals alike. It is further interesting to note that the only incident in-

volving a purpose-built carrier resulted from a typhoon.  

 

The welfare of live animals during maritime and road transport poses additional safety 

as well as ethical concerns. Often, appropriate care cannot be afforded to the large 

number of animals being transported, leaving them exposed to food and water depriva-

tion, rough seas, heat and cold stress. Overflow of faecal material regularly leads to fae-

cal soiling of feed and water troughs as well as coat contamination. Due to the severe 

stress and suffering of the animals during long voyages, the New Zealand government 

in April 2021 banned live cattle exports by sea, with a two-year period to phase out the 

trade. Other countries such as the UK are considering banning live animal exports and 

introducing further elements of animal welfare in transport, such as reducing maximum 

journey times, giving animals more space and headroom during transport, and stricter 

rules on transporting animals in extreme temperatures or by sea. 

 

The PSI’s ESG Guide for Non-Life Insurance includes risk mitigation examples and 

good practice related to animal welfare for the live transport of animals. Marine insurers 

covering these risks are encouraged to review the treatment of animals during transport 

and to promote best practice among their insureds. 

 

 

Modern slavery & forced labour  

 

According to a joint 2022 report by the International Labour Organization (ILO), the NGO 

“Walk Free” and the International Organization for Migration (IOM), forced labour affects 

an estimated 28 million people worldwide. Modern slavery is not a formally defined legal 

term under international law but is commonly used as an umbrella concept encompass-

ing severe forms of coercion such as forced labour, human trafficking, and slavery-like 

practices. It describes abuses where individuals are exploited through force, fraud, or 

coercion. Modern slavery can include both individual and structural cases of abuse, with 

victims subjected to sub-standard conditions of living and denied their freedom. It high-

lights a continuum of exploitation, from extreme cases like slavery and bonded labour to 

more subtle but still coercive employment practices.  

 

Modern slavery concerns a range of industries that have links with marine insurance, 

from fishing and shipping to textiles, agriculture, and manufacturing. Sectors such as 

distant-water fishing, garment production and the maritime industry/seafaring are partic-

ularly high-risk. Marine insurers face growing scrutiny from regulators, investors, part-

ners and clients regarding the ethical practices of the clients they underwrite. As mari-

time industries may face increased exposure to modern slavery and forced labour risks, 

insurers must recognize the reputational and legal consequences of insuring unethical 

operators. While not directly involved, the industry can be indirectly linked to these prac-

tices and may in-advertently enable them.  

 

https://www.unepfi.org/psi/wp-content/uploads/2020/06/PSI-ESG-guide-for-non-life-insurance.pdf
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At the same time, it is important to acknowledge that insurers are often one step re-

moved from operational realities and may face practical limitations in identifying or miti-

gating certain abuses. To protect their reputation and support responsible business, ma-

rine insurers should take a proactive stance such as integrating due diligence, ethical 

underwriting, and clear ESG policies to avoid complicity in human rights abuses across 

global supply chains. 

 

IUMI’s information paper on modern slavery and forced labour outlines the reputational 

and legal risks facing insurers that underwrite operations linked to exploitative labour 

practices. The paper also provides an overview of existing standards and regulations in 

various regions around the world. With ESG expectations mounting, marine insurers are 

encouraged to engage in industry-wide discussions and strengthen their frameworks to 

prevent complicity in modern slavery. 

 

 

Plastic litter 

 

Over 300 million tons of plastic are produced every year for use in a wide variety of ap-

plications. At least 8 million tons of plastic end up in the oceans annually. Researchers 

estimate a plastic leakage into the ocean in 2040 of 29 million tons. Under the influence 

of UV radiation, wind, currents and other natural factors, plastic fragments into small 

particles, termed microplastics (particles smaller than 5 mm) or nanoplastics (particles 

smaller than 100 nm). Marine species ingest or are entangled by plastic debris which 

causes severe injuries and death. Plastic pollution threatens food safety and quality, hu-

man health, and coastal tourism. 

 

The main sources of marine plastic are land-based. However, ocean-based plastic origi-

nates primarily from the fishing industry, nautical activities and aquaculture. In 2018, the 

IMO’s Marine Environment Protection Committee (MEPC) adopted the IMO Action Plan 

to address marine plastic litter from ships. It aims to enhance existing regulations and 

introduce new supporting measures to reduce marine plastic litter from vessels. One as-

pect of the Action Plan is a compulsory mechanism to declare the loss of containers at 

sea. 

 

The contents of lost containers contribute to marine litter. The carriage of so-called 

“nurdles” (pre-production plastic pellets) is a particular concern. Nurdles are in wide-

spread use and large quantities of containers of this commodity are being shipped.  

 

In October 2011, the ‘Rena’ ran aground on the coast of New Zealand resulting in the 

loss of containers of plastic resin pellets. 

 

In Hong Kong after Typhoon Vicente in July 2012, containers with over 150 tonnes of 

plastic resin pellets were lost at sea which later washed up on the southern Hong Kong 

coast. 

 

In 2017, a spill of approximately 2 billion plastic resin pellets (49 tonnes) from a shipping 

container in Durban, South Africa, required extended clean-up efforts, with pellets also 

washing up on the shore in Western Australia.  

 

https://iumi.com/policy/position-papers/modern-slavery-forced-labour-what-marine-insurers-should-be-aware-of/
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Similarly, the ‘Trans Carrier’ spill in the German bight resulted in a loss of 13 tonnes of 

nurdles and pollution of Danish, Norwegian and Swedish coastlines. 

 

In May 2021, the MV X-Press Pearl spilt 11,000 tonnes of plastic pellets off the shore of 

Colombo, Sri Lanka.  

 

If nurdles are lost overboard, the consequences to the environment are significant as 

they float and can be widely distributed. Marine wildlife often mistake nurdles for food, 

causing injury and entering the food chain. 

 

Considerations are ongoing in the IMO's Sub-Committee on Pollution Prevention and 

Response (PPR) to address the risk of plastic pellets ending up in the oceans. Moreo-

ver, at the 5th United Nations Environment Assembly (UNEA-5) in Kenya in March 2022, 

a total of 175 nations endorsed the resolution to end plastic pollution, which has grown 

into an epidemic amounting to some 400 million tonnes annually - a figure that is pro-

jected to double by 2040. The resolution established an Intergovernmental Negotiating 

Committee (INC) that begun its work in 2022 with the ambition of completing a draft 

global legally binding agreement by the end of 2024. The INC is expected to present a 

legally binding instrument that would address the full lifecycle of plastics, the design of 

reusable and recyclable products and materials, and the need for enhanced interna-

tional collaboration to facilitate access to technology, capacity building and scientific and 

technical cooperation. 

  

 

Seafarers' wellbeing 

 

Seafarers are key workers 

 

The Neptune Principles, founded in 2024, are an extension of the Neptune Declaration 

on Seafarer Well-being and Crew Change, developed in response to the crew change 

crisis that left hundreds of thousands of seafarers stranded on ships during the COVID-

19 pandemic.  

 

The Neptune Principles aim to improve working conditions for seafarers by increasing 

transparency around mental health, connectivity, shore leave, and work/rest hours.The 

Neptune Principles provide a framework for establishing a clear set of standardised indi-

cators for assessing seafarers’ mental health and well-being, driving industry transpar-

ency and encouraging mutual accountability. 

 

Most recent focus area is a statement on seafarers targeted in the Strait of Hormuz from 

March 2026. 

 

Seafarers’ Rights 

 

The shipping industry is required to comply with the International Labour Organization 

(ILO) Maritime Labour Convention (MLC) and other international conventions covering 

the human rights (which include labour rights) of workers. Alongside increased public 

awareness of the role of seafarers, there is a growing demand from consumers, inves-

tors, business partners, civil society and governments via increasing regulatory require-

ments for more transparent and sustainable supply chains that address human rights as 
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well as environmental concerns throughout the supply chain, including logistics seg-

ments. Ensuring that seafarers’ rights and welfare are respected is critical in the ship-

ping industry’s sustainability journey.  

 

Since launching the Code of Conduct on Seafarers’ Rights and a self-assessment ques-

tionnaire in October 2021, The Sustainable Shipping Initiative has published four ‘Deliv-

ering on seafarers’ rights progress reports as well as revised the self-assessment ques-

tionnaire.  

 

Crew Welfare 

 

The International Maritime Organization (IMO) takes action to ensure that ships world-

wide are safely managed and operated, with a renewed focus on seafarer issues such 

as work and rest hours, fatigue, and violence and harassment, including sexual harass-

ment, bullying and sexual assault. 

 

In its meeting in June 2025, IMO’s Maritime Safety Committee focused on improving im-

plementation of the International Safety Management (ISM) Code, that sets the global 

standard for safe management and operation of ships and for pollution prevention. 

 

The Committee agreed to carry out a comprehensive revision of the IMO guidelines on 

implementing the ISM Code, both for Administrations and for companies. It also decided 

to strengthen the consistent enforcement of the Code, with support from port State con-

trol and by updating related IMO guidelines. 

 

This initiative seeks to address identified gaps in the Code’s application. The revision of 

the implementation guidelines of the ISM Code will be carried out by the Sub-Committee 

on Implementation of IMO Instruments (III), in association with the Sub-Committee on 

Human Element, Training and Watchkeeping (HTW) over three years till 2028, address-

ing topics relating to crew welfare, such as:  

 

• Addressing violence and harassment on ships 

• Hours of work and hours of rest 

 

 

 

Ship recycling 

 

Vessels are considered hazardous waste under international environmental law such as 

the Basel Convention and the EU Ship Recycling Regulation. According to the NGO 

Shipbreaking Platform, 409 ocean-going commercial ships and floating offshore units 

were sold to the scrap yards in 2024. Of these, 255 of the largest tankers, bulkers, float-

ing platforms, cargo and passenger ships ended up on the beaches of Bangladesh, In-

dia and Pakistan, amounting to 80% of the gross tonnage dismantled globally. The pro-

cess of dismantling often does not occur in safe and environmentally sound working 

conditions. The practice of “beaching” vessels to break them up poses significant risks 

to the health and safety of the workers. It also causes environmental damage due to the 

toxic materials released during the process. 
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The IMO's Hong Kong Convention is aimed at ensuring that vessels when being recy-

cled do not pose any unnecessary risk to human health and safety or to the environ-

ment. The Hong Kong Convention was adopted in May 2009 and entered into force in 

June 2025. Regulations in the Convention cover the design, construction, operation and 

preparation of vessels to facilitate safe and environmentally sound recycling and the es-

tablishment of an appropriate enforcement mechanism for vessel recycling, incorporat-

ing certification and reporting requirements. Vessels to be sent for recycling will be re-

quired to carry an inventory of hazardous materials which will be specific to each vessel. 

IUMI welcomes the entry into force of the Hong Kong Convention to ensure a minimum 

standard of safety and environmental standards during the dismantling of vessels. 

 

The EU put in place its own regulatory measure. From 31 December 2018, the EU Ship 

Recycling Regulation mandates the recycling of all large sea-going vessels sailing under 

an EU flag to take place in yards included in the European List of ship recycling facilities. 

The regulation aims to make ship recycling safer and environmentally sound. The 14th 

edition of the European List of ship recycling facilities was published in May 2025 and 

contains 43 facilities: 31 yards located in Europe (EU, Norway and UK), 11 in Türkiye, 

and 1 in the United States. 

 

The EU Ship Recycling Regulation has implications for marine insurance. Insurers in-

volved in actions which may be considered illegal exports of ships to yards not included 

on the European List of ship recycling facilities may be held liable. Being associated with 

unsustainable practices such as “beaching” of vessels may further lead to reputational 

risks.  

 

Global ship recycling volumes have reduced in recent months, influenced by weaker 

steel prices, cautious shipowner behaviour and the introduction of stricter regulatory 

standards. While this contrasts with earlier expectations of rapid growth in the ship recy-

cling sector, the tightening of environmental and safety regulations represents a positive 

step toward a more sustainable and responsible industry.  

 

These higher compliance requirements, though increasing operating costs for recycling 

yards, have the potential to lead to improvements in safety, environmental performance, 

and long-term credibility. Lower steel plate prices in major recycling countries such as 

India, Bangladesh, and Pakistan have temporarily reduced scrapping incentives, and re-

silient freight markets have encouraged owners to keep older vessels trading. However, 

as regulatory clarity emerges, these measures are expected to create a healthier, more 

transparent recycling market that improves environmental stewardship. Analysts antici-

pate a gradual recovery, supported by stronger sustainability standards and improved 

market confidence. 

 

Scrapping decisions are rarely driven by age alone; instead, they result from a combina-

tion of key factors. Typically, owners weigh the cost of upcoming surveys or drydocks, 

the vessel’s ability to compete with newer ships, and growing compliance pressures—

such as stricter carbon intensity targets, rising regional carbon costs, and more demand-

ing recycling documentation. 

 

By 2026, these pressures are intensifying. Some older ships remain in service even as 

regulatory demands and new vessel deliveries climb. Maintaining compliance for aging 
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vessels is becoming more expensive, making scrapping an increasingly attractive op-

tion. 

 

The “scrap trigger stack” typically combines simultaneous challenges: a costly special 

survey, the risk of falling below CII thresholds, higher EU carbon costs, and stricter recy-

cling rules. When these pressures align, scrapping is often the prudent choice, shifting 

the focus from operational life to avoiding compliance-driven losses. 

 

IUMI is raising awareness for this issue by holding presentations and webinars on the 

topic. IUMI further supports the work of the Ship Recycling Transparency Initiative 

(SRTI) which aims at ensuring better labour and environmental standards by requiring 

shipowners to disclose their ship recycling policies and practices. 

 

 

https://iumi.com/education/webinars/webinar-recordings-and-slides
https://www.shiprecyclingtransparency.org/

