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Abstract 
With the construction of a new "double-cycle" development pattern, China is focusing on 
developing a higher level of opening-up.Under the influence of the epidemic, China's 
foreign trade has bucked the trend. The total import and export of international goods 
has reached 32.2 trillion yuan, up 1.9% year on year, and the scale of international cargo 
transport insurance has also continued to expand.As a kind of compensation principle 
in insurance, the principle of subrogation recovery often appears in international freight 
transport insurance disputes.This paper sorts out the causes and components of the 
right of subrogation recovery, and analyzes multiple cases on the right of subrogation 
recovery in international cargo transportation insurance. The analysis found that the 
establishment of the subrogation right should simultaneously meet the three elements 
of the third party liability, the compensation liability of the insurer and the insurer, but 
in practice, it is not the success of the establishment of the insurer, and also receives the 
exemption situation, limit compensation and other conditions. 
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1. Introduction 

The Fifth Plenary Session of the 19th CPC Central Committee proposed to accelerate the 
construction of a new development pattern in which the domestic cycle is the main body, and 
the domestic and international cycles mutually promote each other, and to open up to the 
outside world at a higher level. Foreign trade still bucked the trend under the influence of 
COVID-19. In 2020, China, as the only major economy to achieve positive trade growth, the total 
import and export of goods reached 32.2 trillion yuan, up 1.9% year on year.With the 
generation of a large number of foreign trade orders, the scale of international goods 
transportation and insurance also continues to expand.In 2020, the cargo throughput of major 
ports reached 4.496 billion tons, up 4% compared with 2019. According to the International 
Maritime Insurance Alliance (IUMI), China has become the largest international freight 
insurance market. With the diversified development of trade modes, the increase of links and 
details in the process of international trade in goods makes the frequency of risks increase, so 
the international goods transport insurance becomes a transfer of risks and compensation for 
losses[1]. Important means play an important role in promoting the conclusion of international 
trade orders and ensuring the smooth development of orders. The demand for international 
goods transport insurance is constantly increasing, and the compensation disputes and 
frictions caused by the loss of goods for various reasons also increase in trade practice.As one 
of the insurance principles,  the principle of recovery has been constantly involved and applied 
in the international goods transportation insurance.The specific details in the application 
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process, such as the constituent elements, the scope of recovery and the exceptions, have been 
constantly enriched in practice, which need to be further sorted out and clarified. Therefore, 
this paper starts with the subrogation recovery principle of international cargo transport 
insurance, and deeply discusses the principle through multiple case-by-case analysis method. 
 

 
Figure 1. 2015-2020 Figure China's monthly import and export scale 

 

 
Figure 2. 2020 China's import and export growth rate 

2. Literature References 

The section headings are in boldface capital and lowercase letters. Second level headings are 
typed as part of the succeeding paragraph (like the subsection heading of this paragraph). All 
manuscripts must be in English, also the table and figure texts, otherwise we cannot publish 
your paper. Please keep a second copy of your manuscript in your office. When receiving the 
paper, we assume that the corresponding authors grant us the copyright to use the paper for 
the book or journal in question. When receiving the paper, we assume that the corresponding 
authors grant us the copyright to use the paper for the book or journal in question. When 
receiving the paper, we assume that the corresponding authors grant us the copyright to use. 
The literature related to the theme of this article is conducted from two aspects, on the one 
hand, analyzing international cargo transportation and insurance from the perspective of 
international trade practice; on the other hand, from the legal perspective and legal evaluation 



Volume 3 Issue 2, 2022 

DOI: 10.6981/FEM.202202_3(2).0083 

701 

Frontiers in Economics and Management 

ISSN: 2692-7608 

of dispute cases, Wen Shiyang et al (2010) to deeply discuss the legal basis and application 
scope of insurance subrogation.The existing literature on international goods transportation 
and insurance is divided into three and three levels: one is the research on the concept of goods 
transport insurance.Lu Yang (2018) elaborated and defined the important concepts of 
"common sea damage", "partial loss" and "before and after" in the international cargo 
transportation insurance, so as to reduce the cognitive errors and misunderstandings in 
practice[2]. Ma Zhen (2019) discussed the importance of three maritime accidents in early 
2019 on the importance of maritime transport risk prevention and correct choice in 2019[3]. 
Zhang Fanghui (2018) analyzed the influencing factors of cargo transportation insurance from 
the current situation of China, and concluded that the market mechanism, insurance awareness, 
talent supply and legal formulation are the important influencing factors in the construction of 
freight insurance[4]; Second, to discuss the principle of insurance interests.Li Wenwen (2021), 
Liang Yuanyuan (2018) discussed the insurance interests and put forward legislative 
suggestions on the transfer of Chinese insurance interests and insurance interests; third, they 
conducted relevant analysis for specific cases.Xinxin (2011), Li Jiachun (2021) and many other 
scholars conducted theoretical analysis of international cargo transportation and insurance 
from various cases and gave conclusions and suggestions on the combination of practice and 
theory to fill the blank. 

3. International Goods Transportation and Insurance Overview 

3.1. International Cargo Transport 
International cargo International cargo transport is transport between countries and regions, 
commonly referred to as international trade transport, as most international freight 
accompanies international trade, generally including container transport, air transport and rail 
transport. International cargo transportation is characterized by long transportation routes 
and many intermediate links, and different countries and regions. Compared with general 
freight transport, owners, transportation departments and goods, inspection agencies, 
inspection agencies, insurance companies, banks, and customs, with strong market decisions 
and timely import and export goods will cause economic losses. Or the delay of some seasonal 
products can cause more serious losses; greater risks, due to the complex nature of conditions, 
political situation during transportation, changing natural conditions. 
International cargo transport involves the carrier, owner, agent, and the bank, customs, 
inspection agencies, insurance companies and other subjects involved in the international 
cargo transport, in short, a complete international cargo transport need multiple links to 
overcome a variety of risks finally the process of the goods to the destination. With the 
development of international transport of goods rules on international transport, the Hague 
rules, Visrules, Hamburg rules, Rotterdam rules (1978 United Nations Convention on the 
Transport of Maritime Goods), the International Railway Transport of Goods Treaty (CIM), the 
International Air Transport of Goods and China's Maritime Law on the division of obligations, 
liability, damages, exemption clauses involved in international transport, aimed to guide the 
standardization of international cargo transport to promote the development of international 
trade.  

3.2. International Goods Insurance  
International goods insurance is the insurance of various goods in the transportation of foreign 
trade goods as the subject matter of insurance. Its basic principles include: insurance interests 
principle, maximum integrity principle, loss compensation principle, proximate cause principle. 
Among them, the insurance interest refers to the legitimate interest that the insured has in the 
subject matter of the insurance. The policy holder needs to have an insurance interest in the 
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subject matter otherwise the insurance contract is invalid; The principle of maximum good faith 
means that the parties to the international goods transportation insurance contract should 
conclude and perform the insurance contract on the basis of honest faith, It is mainly reflected 
in the obligation to inform it at the conclusion of the contract and the guarantee obligation to 
be made in the performance of the contract; The principle of compensation refers to the insured, 
The insurer must compensate within the liability of the insured for the amount of actual loss, 
The insured shall not receive additional benefits; The principle of proximate cause is a common 
important principle to determine whether the insurer is liable for the loss of the subject matter 
and which kind of insurance liability. In case of an insurance accident, the proximate cause of 
the loss of the subject matter is the scope of the insurer, and the insurer shall be liable for 
compensation. 
According to the potential risks existing in the process of goods transportation and insurance 
accidents, international goods transportation insurance has safety insurance, water stains 
insurance, all basic insurance, such as theft and delivery without insurance, freshwater rain 
insurance, string taste insurance and other 11 kinds of general additional insurance and war 
insurance, strike insurance and other special additional insurance, covers most of the possible 
risks. 
International cargo transport insurance is a necessary part of international trade. In the course 
of transportation from the seller to the buyer, the insurer shall financially compensate for the 
unexpected loss to ensure the normal conduct of the trade. The certificate is because the 
insurance will be unexpected loss in the process of transportation, fixed in the form of 
insurance premium, into the cost of goods, is necessary for the international trade. To ensure 
the stability of the enterprise, avoid economic disputes between the buyers and sellers and the 
insurance company to reduce the loss of social wealth; the import and export trade in the 
national insurance, and can increase the foreign exchange income of national intangible trade. 

4. The Doctrine of Subrogation 

4.1. Concept of the Principle of Subrogation Recovery 
The principle of subrogation recovery is derived from the principle of compensation, which 
specifically refers to that when the occurrence of the insurance accident is caused by a third 
party and has the compensation liability, the insured can both claim loss compensation from 
the third party according to the relevant provisions of the law, but it can also ask the insurer to 
make compensation according to the insurance contract. If the insured claims a claim, the 
insurer obtains the right of subrogation to recover from the third party after the payment. On 
the contrary, if the insured first claims compensation from a third party and obtains damages, 
the insured can no longer claim compensation from the insurer. 

4.2. Reasons for the Principle of Subrogation Recovery 

Infringement act. The loss to the subject matter of insurance is caused by the intent or 
negligence of the third party.  
Contractual liability. The third party's breach of contract causes the loss of the subject matter 
of the insurance. 
Ill-gotten gains. Subrogation recovery because of civil liability arising from unjust enrichment 
of a third party.  

4.3. The Constituent Elements of the Right of Recovery by Subrogation 
According to the provisions of the law, the right of subrogation should generally have the 
following requirements can be established: 
1) Whether the insurance accident is caused by a third party; 
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2) Whether the insurer is liable to make compensation. That is, whether the cause of the loss of 
the insurance subject matter belongs to the scope of the insurance liability, if the cause of the 
loss belongs to the exclusion of liability, then the insurer has no obligation to compensate, and 
will not produce the right of subrogation. 
3) Whether the insurer pays the compensation to the insured. The time limit for the transfer of 
the claim to the third party is the insurer's compensation, and the transfer is based on the law 
without the insured or the consent of the third party, that is, as long as the insurer pays the 
compensation, the claim is automatically transferred to the insurer. 
the constitutive elements of subrogation for details see Figure  3. 
 

 
Figure 3. The constituent elements of the right of recovery by subrogation 

5. Multiple Case Analysis 

From the perspective of subrogation recovery in international goods transport insurance, this 
paper selected three international trade cases involving the right of subrogation dispute, 
according to the reasons and components of subrogation right to case analysis, with copy 
multiple case analysis is the same and different in practical application. 

5.1. Case Presentation 
5.1.1. Case of Guangdong PICC V. Changrong Hong Kong Company 

Guangdong PICC signed an insurance contract with Guangdong Materials Company, the subject 
matter of insurance is 776 boxes of shoes, the insurance amount of $169,151, covering "all 
insurance and war insurance" for Marine transport goods. The cargo was loaded at Whampoa 
Port and was carried by the EVA Hong Kong Company. After arrival at Moscow, place of delivery, 
the carrier did not deliver the goods to the holder of the bill of lading. The insured sought 
compensation from the insurer on the ground of no delivery, the insurer for $169,151, and 
obtained the insured's "letter of attorney" and the unindorsed blank instruction mentioning 
two of the single three copies. The insured claims against the carrier, who claims that the goods 
were robbed in Moscow for neither third party cause nor "all insurance" coverage, and the 
insurer cannot prove that the insured had been compensated and insists that not be paid. 
Therefore, the insurer Guangdong Insurance subrogation of the insured Guangdong Materials 
Company filed a lawsuit against the carrier Changrong Hong Kong Company. 
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It was established that the carrier was unable to provide sufficient evidence of the fact that the 
goods were robbed, and therefore the reason for no delivery was the loss of the goods. The 
dispute in this case is: whether the loss of the goods is a third party liability; whether the loss 
of the goods belongs to all risks, that is, whether the insurer should pay, and whether the third 
insurer has obtained the right of subrogation recovery. 
The ultimate result of this case is that the carrier, Changrong Hong Kong Company, pays the 
insurer $153,744 and pays interest. The reasons are: the carrier cannot confirm that the goods 
were indeed robbed, the loss of goods during the carrier is the carrier responsibility; after the 
destination port, the bill of lading holder did not mention the goods, it is a "delivery of goods" 
risk. The insurer shall pay insurance compensation to Guangdong Material Company according 
to the "no delivery" insurance, which meets the scope of liability of "all insurance" in the 
insurance contract; the insurer obtains the insured authorization and obtains the right of 
subrogation recovery according to law. 
5.1.2. Shanghai Caibao V. Tianjin COSCO International Freight Co., Ltd. Maritime Cargo 

Transportation Contract Cargo Damage Compensation Dispute Case 
Jixin International Trade (Shanghai) Co., Ltd. commissioned CIMC to ship the goods, the goods 
name cast cover, cast frame, and Shanghai Financial Insurance insured the goods, accept 
insurance for all insurance. The shipper recorded in the bill of lading is Jixin International Trade 
(Shanghai) Co., Ltd. The consignee instructs the port of New port, China, the port of unloading, 
Hamburg, Germany. The ship exploded and caught fire while the ship was sailing in the 
southern Indian Ocean of Sri Lanka. NOBLE DENTON PTE LTD investigated the fire accident on 
behalf of the carrier and issued an inspection report on cargo compartment, shipping 
containers and cargo damage. The container goods involved in the case are all 100% fire 
fighting and damage affected, and the goods have no rescue value. The insurer shall indemnify 
the insured according to the "presumed full damage". The carrier claims that the loss of the 
goods caused by the fire accident of the cargo ship can be exempted from liability and will not 
pay compensation. Therefore, the insurer, Shanghai Financial Insurance, filed a lawsuit against 
the carrier to recover damages. 
In this case, the loss of the loss of the insurer's goods is a third party liability except the insurer 
and the insured, but also within the coverage of the insurance contract, the insurer paid the 
insured and obtained the right of subrogation recovery. However, according to the first 
paragraph (2) of Article 51 of the Maritime Commerce Law, the carrier may be lost or damaged 
by the fire during the transport, unless caused by the negligence of the carrier himself. The 
cause of the fire in this case was not the negligence of the carrier, so the carrier should be 
entitled to exemption, so the insurer failed to recover. 
5.1.3. The Dispute of a Certain Provincial Branch of the People's Insurance Company of 

China V. The International Air Cargo Transportation of MU Airlines 
The provincial branch of the People's Insurance Company of China accepts 20 boxes of silk 
clothing flown by air to the China Silk Import and Export Company / Milan, with an insurance 
amount of US $73,849.Starting airport Hangzhou, destination Renat / Milan; first ride carrier 
CA Airlines and last carrier SR Airlines. The air freight bill and endorsement states "Carrier 
Transport Liability Limit Statement": "If the final destination or transit is not in the country 
where the location is located, the Warsaw Convention applies the transport". When CA Airlines 
transported the goods from Hangzhou to Beijing to transfer them to SR Airlines by agreement, 
it was found that the goods were lost. According to the transportation accident records issued 
by CA Airlines, the goods were lost. The insurer fully compensated the insured and obtained an 
assignment of interest. It later filed a claim with CA Airlines.CA Airlines expressed a desire to 
compensate plaintiff for damages at the $20 per kilogram limit, but the insurer demanded full 
compensation.[12]. 
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In this case, the loss of the goods by the first carrier CA Airlines, the insurer has the obligation 
to compensate under the insurance contract and obtained the right of subrogation after paying 
full compensation to the insured. The dispute lies in the inconsistency between the two parties 
of the amount of compensation. Finally, the court found that CA Airlines, as the first carrier of 
the air cargo order, had lost all the subject matter of carrying the goods under the air cargo 
order, and should be liable under Article 18, paragraphs 1 and 2 of the Warsaw Convention 
amended in The Hague in 1955.However, since the shipper did not present a "stated value" on 
the consignment and the delivery of the necessary surcharge, CA Airlines is liable for the 
liability limit of $20 per kilogram of the "indorsement statement" of the air freight slip. 

5.2. Multiple-case Analysis based on Item-by-item Replication 
Table 1. Case comparison 

case Third person responsibility indemnifying obligation Compensation for losses bear fruit 

case 1 

The carrier claimed that the 
goods were robbed in 
Moscow and were not 

under third-party liability; 
but no evidence of the fact 
of robbery as loss of goods; 
The loss of goods is a third 

person responsible. 

insure all insurance 
claims on the grounds of 
"not to pick up", which 
belongs to the scope of 

"all insurance" 
compensation, and the 

insurer has the 
obligation to 
compensate. 

The insurer pays the 
damages to the 

insured$169,151, to 
obtain the power of 

attorney of the insured. 

The insurer receives 
a recovery right of 

subrogation 
carrier for 

indemnity to the 
insurer$53,744 and 

pay interest 

case 2 

A fire occurred on the ship 
where the goods were 

located, and the goods were 
presumed fully damaged 

The loss of goods is a third 
party liability other than the 

insurer and the insured 

is insured with "all 
insurance." 

insurance accidents are 
within the coverage of 
"all insurance," and the 

insurer has an obligation 
of indemnity. 

The insurer shall 
indemnify the insured 

according to the 
"presumed full damage".

The insurer received 
the right to recover 

on his behalf 
The insurer 

recovered from a 
third party without 

compensation. 

case 3 

The goods were lost while 
passing through the first 

carrier CA Airlines verified 
that it was indeed its 

responsibility 

is insured with "all 
insurance." 

insurance accidents are 
within the coverage of 
"all insurance," and the 

insurer has an obligation 
of indemnity. 

The insurer paid the full 
amount to the insured 

The insurer received 
the right to recover 

on his behalf 
insurer against third 
party claim, receives 
limit damages only 

5.2.1. Establishment of Subrogation Recovery in the Three Cases 
In the first three cases, the loss of the goods and the delivery caused by the insurance accident 
were in the third party: the loss of the goods at the destination and the carrier cannot prove 
that it was unrelated to the loss of the goods; the fire in transportation, the cause of the fire was 
a third party other than the insurer and the insured; the first carrier, and indeed belongs to the 
first carrier after verification. Secondly, the insurance accidents in the three cases are within 
the coverage of the insurance, and the insurance has the obligation to compensate for the loss 
of the insured: the insured "all insurance", after the loss of the goods is claimed for "no delivery", 
"no delivery" is within the scope of "all insurance"; the insurance accidents occurred in case 2 
and Case 3 are also within the coverage of the insurance. Finally, in all three cases the insured 
paid the insured and obtained the right of subrogation recovery.  
5.2.2. Getting a Right of Subrogation Does not Imply a Successful Claim 
In cases 2 and 3, although the insurer compensated the insured in full and successfully obtained 
the right of subrogation, when the insurer claims from the third person for the full 
compensation, he hopes only get part of the compensation or did not recover or even bear the 
litigation costs at all. In Case 2, Under Paragraph 1 (2) of the Maritime Law, the carrier may be 
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exempted from liability unless caused by the negligence of the carrier himself. The carrier was 
therefore relieved from liability and the insurer's claim was fruitless; in case 3, because the 
shipper failed to "declare value" and pay the goods with the necessary surcharge, the carrier 
was only bear the limit compensation. Finally the insurer received only part of the loss.  

6. Conclusion and Suggestion 

6.1. Clearly Divide the Persons Responsible for the Insurance Accident 
A determinant of the establishment of subrogation recovery is whether its liability for the 
occurrence of an insurance accident is a third person except the insurer and the insured. 
Therefore, in the event of loss of goods and normal delivery, we should first find out the liability, 
for the negligence of the insurer, there is no subrogation recovery from the insurer; if the third 
person unjust enrichment, tort or breach of contract, the insured can directly from the third 
person or the insurer, the insurer obtains the subrogation right to claim from the third person. 
When the cause of the insurance accident is unknown, a third person needs to prove that he is 
unrelated to the insurance accident, otherwise it would be considered liable under common 
sense. If the carrier in case 1 claims that the goods were robbed at the port of purpose, but there 
is no evidence that the goods were indeed robbed, or that the loss was unrelated to itself, so the 
loss liability is in the third party carrier. 

6.2. Fully Understand the Insurance Category and Insurance Coverage 
When taking insurance, it is necessary to comprehensively consider the characteristics of goods, 
routes and other possible risk factors, and choose the appropriate insurance categories to have 
as much risk coverage as possible.  This would not be unrecoverable at the time of the accident 
because of the insured error. If the loss of goods caused by war and strike is not covered by "all 
insurance", it needs to be covered separately in the special additional insurance. After the 
accident occurs, judge whether the accident belongs to the insurance scope, the insured decides 
whether to claim a claim, namely whether the insurer has the obligation to compensate. After 
the judgment can be Jianshan unnecessary mediation, litigation costs. At the same time, the 
insurer also needs to make clear what kind of accident should not compensate, to reduce the 
economic loss caused by the wrong compensation as far as possible. 

6.3. Learn More about the Exemption Terms and Compensation Rules 
After the insurer has obtained the right of subrogation recovery, it requires a detailed 
understanding of the disclaimer provisions relevant to the third person in the insured accident 
and the indemnity rules relevant in the convention or international practice. There is full 
psychological preparation and grasp of the amount of compensation before claiming to the 
third person. At the same time, under the increasingly fierce competitive environment in the 
insurance industry, the insurer should exercise the right of subrogation recovery to reduce 
economic losses. At the same time, unnecessary litigation costs caused by blind claims for 
ignorance of the relevant international cargo transport insurance rules should be avoided.  
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