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Its time for some reflection on how maritime e-business works the best. Tim Power gives his round-up 

In the late 1990’s a very popular new recipe was created in California. It was called the ipo. 

To make an ipo you take 1oz of industry knowledge and 4 oz of technology. Then you slice up a handful of choice phrases (“new economy”, “reshaping the landscape”, “occupying the space”, “move at internet speed” were all popular at the time) and add as much advertising budget as you can lay your hands on. Stir in the industry knowledge and technology and whip into a frenzy. 

You will find that the ipo grows to several times its expected size and becomes rather hot. It is important to serve immediately as the ipo exhibits an alarming tendency to shrink and evaporate as soon as whipping stops. 

Diners who have tried this dish have tended to find it rather insubstantial; some have contracted indigestion and others a mysterious wasting illness that saps the strength and causes loss of confidence. These symptoms have caused the ipo to fall from popularity and it is rarely served now.
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Wrong

In retrospect, it is pretty obvious what was wrong with this approach to e-business. The first problem is that the focus was on achieving a successful IPO and this is not necessarily the same as creating a solid business that provides useful services to its customers. In fact the pressures of heading towards an IPO tend to make managers concentrate on window-dressing rather than fundamentals, to the long-term disadvantage of the business. 

The second obvious problem is the token amount of industry experience that was deployed. Too often in the early days of e-business, it was assumed that technology and technology people would be able to provide all the answers. This was wrong, and left e-commerce companies lacking both the necessary understanding of their potential customers’ businesses and the language and credibility to talk to them sensibly.

SUBHEAD

The internet and business

There were plenty of businesses however, that did not have IPO pressures but which failed or have not yet succeeded. These failures or lack of progress were due to common (and perfectly understandable) misconceptions about what the commercialisation of the Internet would do for businesses.

The first misconception surrounded the pervasiveness of the Internet; surely all you needed was a phone line and a 28k modem and you were free to access any application on line? While this was true for the consumer market, it certainly was not true for businesses where the technology available for Internet use was highly variable and where processes were more complex. 

In the early days, many offices restricted Internet access to one PC per department. In others, firewalls or bandwidth restrictions made response times unbearably slow, while problems with browser versions and settings caused further performance problems. 

The reality is that efficient business Internet access is only now becoming the norm. The early pioneers therefore had to face the fact that workable Internet access was only patchy and had to deal with the problems of customer adoption that this caused.

A second misconception was that the arrival of the Internet would lead rapidly to the creation of online trading communities. In these communities, parties would trade direct with one another without the aid of intermediaries, significantly lowering transaction costs. While this has proved to work for consumers buying straightforward items like airline tickets, it hasn’t yet happened in 

business where buying decisions are rarely as simple. 
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Disintermediation

E-businesses have two problems to contend with to achieve disintermediation. The first is capturing all the value that the intermediary provides. Creating an efficient online transaction process has normally been possible but bringing the market knowledge and contacts of the intermediary into a system and making it readily accessible has been very difficult. 

The second problem is the nub of the whole thing; securing e-business adoption is about changing how people work: both their processes and their personal interactions. This takes time and an enormous amount of effort.
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getting the speed right 

The scale of these challenges was rarely understood by the people who developed the business plans or who invested in these businesses. For them, the virtues of Internet applications were so obvious that they were happy to assume very rapid adoption and volume growth without demur. 

This error was partly due to wishful thinking (and in some cases because managers were busy preparing the ipo recipe discussed above) and mainly because they were focusing on the wrong business challenges: technology and selling. 

Managers geared their timescales to these challenges (how long will it take us to develop this product; how long is the sales cycle to get a signed contract) and not to the much longer timeframes of change management. It wasn’t until applications were up and running with a number of signed up users and they saw transaction volumes way below target that they realised that something was seriously awry. For some, this realisation came too late and their companies failed
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Leading change

Machiavelli has some sobering words to say on the subject of leading change. 

“There is nothing more difficult to take in hand, more perilous to conduct, or more uncertain in its success, than to take the lead in the introduction of a new order of things, because the innovator has for enemies all those who have done well under the old conditions, and lukewarm defenders in those who may do well under the new.”

Vested interests have indeed proved powerful barriers to change. GoCargo came to grief when the major container carriers would not participate in their auction platform. The carriers feared that a highly liquid and transparent online sea freight exchange would erode rates and profitability. 

By holding back, they first avoided this happening and bought time to develop their own e-business products; indeed some would see INTTRA as a direct response from carriers to the development of third party Internet applications. 

In the bulk shipping arena, the brokers are threatened with disintermediation, so they, quite logically, are holding back from the online chartering platforms.
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Not the technology

Paul Østergaard, CEO of ShipServ is clear that this is not a technology issue. “Don’t leave your technology people sitting in the basement with their dreams”, he says. “ You must force yourself out into the market to get a reality check from your target customers early on.” 

“The next thing you must realize is that deep industry knowledge is the only basis for success. Finally, you must understand that this is not primarily a technology challenge; it is a challenge of change management.”

The answer to this is plain hard work. “ The first stage is achieving some measure of consensus that e-business is a good thing. Even this doesn’t happen overnight,” says Mr Østergaard, although he goes on to say that ShipServ has now passed this point. 

“The next stage is to move from the sale to actual use. The focus here must be on change management where Client Relations and Service Centre staff play a key handholding role. It is very important to provide support at all levels because you need buy in both from the senior management and the front line user to make this work.”

To do all this properly requires focus. Too many companies have embarked on ambitious global roll out plans and found their resources stretched too thin. For Mr Østergaard, the answer is to concentrate on self-referencing clusters within specific geographical areas and to build relationships. With this approach there is a good chance that success will become self-reinforcing.

ShipServ, with 483 users, 28 integrations completed or underway and steady growth in transactions (Q1/02 13,376, Q2/02 forecast 20,000), can reasonably claim to be a successful e-business so we should pay attention to what Mr Østergaard says. Funny though when you stand back from it, how the basic principle of the new economy is the same as the old – pay attention to your customers.

