MAIN HEAD

Inchcape’s new system 

DECK HEAD

Inchcape Shipping, the world’s largest maritime services business, is levering its information technology to offer shipowners with a complete outsource ship agency service

BODY

Inchcape Shipping Service now has a new and previously unheard of value proposition to its shipowner clients: to handle their complete ship agency business, and simultaneously put the shipowner in complete control.

Shipowners can have complete control over the selection process of which ship agents they would like to use for each port call, and they do not have to be one of Inchcape’s 200 shipping agents. If they want to specify which tugboat company or supplier the agent should use, they can, and their orders will be followed. 

They can see at any time on the internet how much their port calls are costing and how long the ships were held up, with reasons if the costs are higher than expected. Then they receive a single bill at the end of the month in a single currency. 

They gain the benefit of Inchcape’s expertise casting a careful eye over the figures, flagging up if an agent has spent significantly more than would be expected, based on the normal costs that are incurred with a similar port call in that region. 

SUBHEAD

A consolidated IT system

This service is possible because of Inchcape’s consolidated computer system. Over the past few years the company has painstakingly introduced its agents around the world first onto a common accounting package and then onto a common package for all of their business. 

The work to put together a central computer system for all agent activity, not only the accounts, began in October 2001 and was finished in February, completed by a company in Peru. 

Instead of completing paperwork, ship agents type their reports directly into internet software which Inchcape hosts, Through a series of screens, the agents key in data about everything they spent connected with the port call, from step one, where the agent agrees to look after the ship, to the final step when the ship has left and all of the documentation is complete. They detail which suppliers they used and any reasons for discrepancies. 

The software is hosted over the internet, which means that it is relatively easy for Inchcape to configure it so that the agent types in the specific data the shipowner wants. If the shipowner wants to dictate that specific suppliers are used, then the agent is only allowed to select these specific suppliers. This is all incorporated into the system. 

All of the 200 agents in the Inchcape network use the system, and it is easy to bring in agents not owned by Inchcape into the system because they only need a dial up network. 

All of the Inchcape agents use the same accounting system, so it is a relatively simple matter to consolidate all of the spending onto a single bill. The accounts are put together at centres in Europe, the Middle East and the US to make up a single bill. 

SUBHEAD

Shipowners want good accounts

In 1997, the company conducted a survey of shipowners and its own staff, asking which functions of a ship agency they considered most important. 

To everyone’s surprise, the opinions of the agency staff and the shipowners were completely opposite.

Ship agency staff considered serving the seafarers as their most important function, delivering a newspaper onboard to the captain and ordering taxis, whilst shipowners said that the most important thing was having accurate and timely accounts of the bills that the vessels were wracking up during port calls, so they could make sure that the bills were being kept under control. 

This led to the company making the ability to produce good consolidated accounts a priority. 

SUBHEAD

A common accounting package

In 1996, Inchcape began initiatives to try to get all of its agencies to use a common accounting package, which would make it much easier to consolidate all of the accounts at company headquarters and provide single billing to customers.

The company was also encouraged to revitalise its technology by the millennium issue, which was high on the agendas at the time, with the company being bombarded with letters from shipping companies asking if they could guarantee that its computer systems would be functioning at one minute after midnight on 2000. 

Now the Inchcape has all of its agents using a single software package and operates 3 accounting consolidation centres around the world to go through all of the bills and create a single bill for the shipowner. 

Putting all the agents onto the same package was very difficult, with different accounting methods, management methods and tax systems in different areas of the world. But the process is now complete.

The accounting package which Inchcape uses can be integrated with all kinds of different packages used by shipping companies and agents around the world. “We have yet to meet a system that we cannot download data to,” claims Claus Hyldager, Inchcape’s group partnership director. 

SUBHEAD

Shipping agent resistance

Getting to this point has not been easy for Inchcape. Although all of its 200 agents are part of the same network, there was a strong feeling that every single instruction coming from headquarters in London was an attempt to control the agents or tell them how to do their jobs. 

This feeling was not without grounds, of course. The Inchcape system puts all of the power in the hands of the person actually paying the bill, the shipowner. 

Because everything needs to be typed into the computer system, it is impossible for, say, a ship agent to use the tugboat company operated by his father in law rather than the one the shipowner specifies, or to engage in any backhanded activity. 

But the upside is that Inchcape has a much more powerful value proposition to take to its shipowner clients, which should lead to improved business for the company and all of the agents in the network. 

SUBHEAD

Costs under control 

One of the advantages of having clear accounting is that the negotiation between shipowners is simplified, because it is obvious to all parties exactly where money is being spent.

“When a principal looks at the disbursement account, the only thing he can tamper with is the agency fee, that is the first thing he attacks,” says Mr Hyldager. “So everything we do today is on open book policy and transparency.” 

If a ship agent does spend more money than was budgeted for, say by over 5 per cent, the system can automatically insist that the agent type a reason why into the system. It can then give a shipowner a complete report about all of the reasons why the costs were different to those expected. 

Another benefit is that the system can create the accounts much faster, a crucial issue if certain documentation needs to be released before the shipping company can be paid. If the shipping company receives payment 30 minutes earlier, that can amount to an enormous amount over the course of a year considering the large sums involved. 

SUBHEAD

Control over choice of agent

The package puts shipowners in complete control over the choice of ship agent, rather than the charterer, as happens in some cases. The only thing an agent needs to be part of the system is an internet access. 

“Often the charterer nominates the agents in the tanker industry and the shipowner gets taken to the cleaners,” says Mr Hyldgaer. “They have to pay more for services and have to pay more for staff to check up on things.

“What we can do is keep an eye on these things for you,” he says.” We know how much these things cost. “We’ll compare the charges he’s forwarding to us to what we expect and see if the costs are too big.”

BOX TEXT

Inchcape Shipipng Services has 200 shipping agencies around the world, with 2,300 employees and handling over 40,000 port calls a year. The company has 2,500 clients in both commercial and military shipping sectors. For further information see http://www.iss-shipping.com
