Drew Marine to sell Wallem’s e-procurement system
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Wallem Shipmanagement has put its e-procurement system on general sale. It will be marketed by ship supplier Drew Marine, under the trade name “RealMarine Solutions.”

Wallem developed its e-procurement system in-house. Development began in 1997, five years ago, making Wallem’s system probably the oldest established maritime e-procurement system on the market. The system has already handled over 100,000 transactions for Wallem. 

The system will continue to be developed by Wallem, mainly through its information technology subsidiary DevCo in the Philippines, and Drew will market it to the maritime industry. Wallem will continue to take a close involvement. 

At this point RealMarine does not have any dedicated employees; everybody involved with it is either working mainly for Wallem or Drew. 

One of the first marketing tactics Drew will use is to burn 3,000 CDs of the software. It will try to get these CDs to ships and encourage them to install the software and try it out. 

Of course, all of the development costs for the system have already been paid for by Wallem, which has also reaped benefits, justifying the costs. 

SUBHEAD

A balanced approach

Wallem has been following the rise and fall of shipping dot com very closely and has used the knowledge gathered during this era to develop what appears to be an extremely balanced approach to promoting its system. 

There are no specific target customers, or target customer size at this point; Wallem is simply making its system available to the maritime industry to try, free of charge, for periods of around six months. 

“We’re interested in getting participation from as broad a spectrum of customers as possible,” says Drew marketing manager Rich Mansmann. “We need to understand what the needs of the company are.” 

“We know what to ask the customers but we don’t know what the answers are going to be,” he says. “We don’t have a solution we are trying to rationalise.”

Rather than make arrogant claims about the size of the potential market or transaction fee it will take, as several of the e-procurement dot coms did in their early stages, Wallem firmly states that it wants to feel the market out and find out what the demand is and how much people are willing to pay. 

“We don’t know what the degree of readiness is [for e-commerce in the maritime industry]”, says Drew GM Paul DeVivo. “We’ll go free of charge until there is a clarity that there is enough demand in the market. We’re prepared to wait six

 months or longer.”

“This is a system we think is really great; we’re going to roll it out there and let the business come,” he says. 

Drew asserts that it does not intend to give anything away for free over the longer term, but try to create a marketable enterprise. 
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Start an e-commerce company now? 

This is not the best time to be starting a maritime e-business venture. Setfair, readers will remember, did not work, despite £70m investment. If a company can’t get off the ground with £70m, what hope is there?

Wallem believes that the market will take to RealMarine because it is so thoroughly tried and tested by a real shipping company and real suppliers, which, of course, Setfair never was. 

Drew and Wallem argue that they still believe that there is a market for e-procurement in the maritime industry; it’s just that the search for the practical solution hasn’t been completed yet. 

“We don’t think e-commerce has reached the level of integration that it should,” says Drew general manager Paul DeVivo. “When we apply it to the maritime industry there’s tremendous room for improvement and efficiency.”

“Its true, [with maritime e-commerce] the world has not come to the well and drank,” he says. “But there’s a lot of reasons for this.”

One of the biggest problems with maritime e-commerce has always been that it was perceived as a threat by many suppliers, who saw it as a way shipping companies could sidestep them and go direct to the manufacturers, or as a way shipping companies can screw them on the price. 

However Wallem’s experience with using the system itself have been that it serves as an additional sales channel, not a replacement sales channel; there are plenty of benefits to suppliers in having e-commerce too, in terms of helping them administrate their businesses, with associated research, order tracking, budgeting and trend analysis. 

Wallem observes that if it wanted to take a business philosophy of squeezing suppliers on the price until they squeal, it could do so, with or without e-commerce. Obviously it has not chosen to go down this route, because as all seasoned buyers will agree, driving down the price is not the best way to get the best quality of goods. 

One problem that Drew might face in marketing the system is that there could be a reluctance of shipmanagers companies to use a system developed by Wallem, a competitor. However Wallem has gone to long steps to reassure other shipping companies that neither Wallem or Drew will be able to access the data (with a sophisticated encryption procedure). 

Harry Gilbert, director of Wallem, bravely states that he does not believe Wallem has any business advantage from denying its competitors the chance to use the system; he would prefer to see the whole maritime industry as a whole find effective means of improving efficiency and cutting costs, rather than help Wallem find ways to be more efficient than its competitors. 

Both companies say that they do not intend to try to force any of their other customers or suppliers to use the system. “We’re just saying that we’ve got something we think is pretty darn good,” says Drew general manager Paul DeVivo.
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Drew Marine

Drew Marine has a long-term supplier relationship with Wallem. A subsidiary of chemical giant Ashland, Drew Marine supplies marine chemicals; it also has associated IT products including software to help shipping companies manage their water treatment. 

Drew has in fact been using the RealMarine system for 18 months, to manage its orders with Wallem. 

The move to act as marketing partner for RealMarine followed a number of enquiries from other Drew customers about what Drew’s e-commerce strategy was. Whilst Drew had always proudly claimed that it would take orders from its customers which ever way they wanted to send in their orders, Drew felt like it needed to make some e-commerce initiatives of its own. 

When the company was approached by Wallem to ask if it would consider marketing Wallem’s e-procurement system, Drew thought it was a tremendous opportunity. “We thought, what could be better than legacy systems developed by a shipmanager,” comments Paul DeVivo, Drew’s general manager. “It could be of big value to us. We instantly accepted.” 

Drew comments that it does not expect to win any new business for Drew through its marketing of this system. “I don’t know of any customer who comes to Drew Marine because of the way we do business,”  says Mr DeVivo. 
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Wallem and e-procurement

Wallem is very happy with its foray into e-commerce so far. As well as the expected reduced costs and improved efficiencies, it found that the relationships it had with its suppliers improved. 

A more important benefit, according to Wallem’s general manager of procurement Mark Haslett, is that the system helped the company reduce its waste. By having better data about the supplies required, it was less likely that Wallem would purchase something that wasn’t needed. By having all the purchasers in the company talking to each other, it was less likely that the same thing would be inadvertently purchased twice. 

The system helped Wallem to gather information about the quality of goods received. For example, rather than just end up with a disorganised array of e-mails and faxes about broken gloves, all of the reports from the seafarers about quality of goods can be input into the system, helping Wallem make its procurement decisions in the future.

The seafarers’ assessments of the quality of goods can be passed back to the suppliers themselves. Now, if suppliers suddenly find a lot of their customers leaving them, they can at least know the reason why. 

Having good data about its purchasing on hand makes many more things possible. It is possible to accurately find out about trends and make predictions. 
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The first in e-procurement

Wallem’s e-procurement history has been covered in depth in Digital Ship. The company first looked at e-procurement over five years ago following the appointment of its IT guru, Patrick Slesinger, who had an in-depth knowledge of computer systems, although he was new to the maritime industry. 

Mr Slesinger was quick to figure out that Wallem could gain a lot from e-commerce, in terms of efficiencies, improved management of the business and reduced costs. The company started searching around for a partner, eventually choosing Arena, a company in Hong Kong which developed a trading system for container shipments. 

For a while, the two companies worked together to try to build support from other shipping companies to use the Arena system, but with little success. Meanwhile Arena, managed by Martin Taylor (now with Marine Provider) continued to build its business with container shipping communications in Hong Kong, eventually being purchased by port giant Hutchison, renamed Portsnportals.com and subsequently LINE, moving away from ship supplies e-commerce.

Arena did waste a tremendous first mover advantage in maritime e-commerce, having set up business well before many of the current main e-procurement players (SeaSupplier, MarineProvider, ShipServ, iShipExchange).

Wallem meanwhile continued to develop its own e-procurement system itself, gradually building up the company’s in-house IT capability, leading to the establishment of its own IT capability, DevCo in the Philippines. 

The company was probably the first shipping company to use e-commerce and has more experience than any other; its system has gone through more years of development than any other. 

However Wallem openly admits that there was never a business plan to be an e-procurement company. “I’d like to say this was a planned foray into the IT industry but it isn’t,” says Wallem director Harry Gilbert.

But whether other shipping companies will take to the system remains to be seen, as both Wallem and Drew admit. A system developed specifically for Wallem may not work with other shipping companies with different management processes. 
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More about the system 

An important feature of the system is the shipboard component. All the data (requests for purchase) is originally generated onboard the ship.

Central to the shipboard software, of course, is the different catalogues. The software can read electronic versions of all of the different electronic catalogues available (ISSA, IMPA, Drew Marine). 

The shipboard software and its catalogues, can all be updated remotely by e-mail, with typical update file size 2-4kb. 

The software is geared up so shipmanagers and owners can configure it in different ways and keep on top of the purchasing their companies are making in any way they choose. “There are a lot of control freaks in the shipmanagement and owning game,” says Wallem GM of procurement Mark Haslett.

The requisitions are sent back to shore, and from there onto the suppliers, using the industry standard MTML language, encrypted so that only the shipping company and supplier exchanging data can read it. 

Suppliers can access the data in a variety of different ways, depending on their scale of usage of the system. They can receive the correspondence by e-mail; they can go into an internet browser to see it; or they can have incoming requests and orders input automatically into an Access database. 

Drew Marine has put together a helpdesk in three tiers. The first tier helpdesk, handling an expected 75 per cent of all help requests, goes through Drew’s normal support team, dealing with enquiries such as lost passwords. 

The second tier helpdesk will provide software analysis for customers, helping them install the software. The third tier will enable the shipping company’s IT staff to speak directly to the developers of the software. 

For the ship-shore messaging component, Wallem uses the Rydex messaging service RMX2, and so the RealMarine system is configured to work well using Rydex for messaging. 

A deal has been negotiated with Rydex whereby any customers using the RealMarine system on a free trial can also use Rydex software free of charge for 30 days (of course they still pay the communications bill).
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Public key infrastructure

A feature of the system is its encryption processes. All buyers and suppliers using the system will be supplied with a public key infrastructure (PKI). 

This effectively means that there is no way that Wallem or Drew Marine will be able to see any of the data which goes through the system. 

Each shipping company and supplier is provided, by an independent party, with a code. Wallem and Drew do not have access to the code. The code is used to encrypt the data; it can only be read by a company that has the code. 

So the shipping company gives all the suppliers it wants to work with a copy of the code, so there is no problem with communication between shipping company and supplier, but no one else can see the information. 
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Future plans

There are ambitious possibilities for the future, which both companies have already looked at, both in developing products for the maritime industry through this joint arrangement and through looking at other industries. 

“My daughter works in the offshore industry,” says Harry Gilbert, Wallem director. “She says there’s nothing in the offshore industry to match this.” 

