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Fixing on ShipIQ 
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Boston-based ShipIQ is a hybrid tanker broker, maritime software company and a consultant. Barry Parker managed to use its online system, ShipIQ.com, to fix a ship
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A funny thing happened at ShipIQ.com, about 18 months, give or take, after the dotcom bubble burst, and ex dotcom CEO’s who had dropped out of M.I.T. or Harvard were sighted at Boston’s ultra-chic “Capital Grille”, on Newbury Street (providing advanced CRM in the form of drinks and hors d’ouvres orders for upscale patrons). 

ShipIQ’s telephone was increasingly beginning to ring, with chartering and marine people calling up and requesting meetings with ShipIQ’s team, based in Boston’s suburbs. 

At a recent system demo to a high level executive team at a Fortune 100 company, John-Paul Savant, ShipIQ’s vice president of finance, recalls being told that “…we invited you here because you are not only still around, but growing…”. 

At ShipIQ headquarters, in Waltham, Massachusetts, the phone is continuing to ring, louder and more frequently. It rings because ShipIQ has built a working system for petroleum logistics. Now, the word has gotten around, and more participants have come in. 

In a shipping world dominated by UK-this and London-that, the Americans have created an entity which cannot be neatly categorized as merely a hybrid tanker broker, a maritime software house, or a consultant. Instead, its founders have built a company with shades of all three. 

In my opinion, such architecture is a good thing.  Big companies of the Global 2000 variety, encompassing some of your biggest charterers in the marketplace, take a corporate viewpoint that a combination of generally streamlining and outsourcing of logistics/ transportation functions (where necessary) is the way to go. Yet, on a very human level, the guys on the chartering desk still need some hand holding, as corporate management strives for efficiencies.  

SUBHEAD

A human style

ShipIQ’s CEO, Terry Hammer, an ex oil trader with a maritime background, credits his company’s very human style as an important component of the successes to date. Its staff includes a number of ex brokers and operations people who can talk the language of their clients.

“The mistake that a lot of dotcoms made,” says Mr Hammer, “was to assume that you could take a cookie cutter and make a template of processes where each company does things differently.” 

All those magazines whose subscriptions I cancelled, Fast Company, Business 2.0, and Wired, were chockerblock with diagrams and flow charts that could have been drawn while those M.I.T. wait-staffers were back in school. The premise, proven wrong in industries across dozens of vertical markets, was that “one size fits all.” 

Some of these magazines even went so far as to feature the maritime business. To outsiders, those tantalizing numbers of a $500 billion marketsize for the maritime industry (derived by Parker/ Bergvall on the back of a cocktail napkin, with Claire Milonas sitting there nodding yes, and then apparently confirmed a year later by Enron and others in serious studies by expensive consultants), the many small players all spread out, and its worldwide character, make shipping attractive. 

Yet many players learned the hard way that each member of that $500 billion arena does things a little differently. 

SUBHEAD

Different business models 

When I talked to Mr Hammer and Mr Savant, they described a market where the larger and mid sized companies with crude oil and petroleum products cargoes were still pursuing internet applications, in spite of unsubstantiated hype, long development cycles, and in some cases expensive misadventures with I.T. generally. 

However the ShipIQ experience has been that marine departments at present and potential clients were somewhat insulated from these massive computer projects underway, and this enabled the marine departments to benefit from a system that handles the commercial (chartering) and operational (post fixture) components.

ShipIQ’s post fixture processes are customized for participants (including support for customers’ back end systems) and built around a core of applications already in place. Mr Savant sees brokerage has one part of a bigger package. 

Increasingly, the marine people have seen their colleagues on the commodity and cargo trading sides using sophisticated state of the art tools such as NYMEX’s electronic marketplace “ACCESS”. 

ShipIQ makes its money from a commission based model, earning a standard commission, and willing to work jointly with potential co-brokers. Starting with a base of cargo from backer Repsol-YPF (a refiner moving cargoes in the Atlantic Basin), and Global LLC (a major fuel marketer in the Northeastern US), additional cargo business has resulted from new equity partners- which include oil companies and traders. 

Mr. Hammer says that discussions are underway with tanker owners- some of whom were originally counterparties on fixtures, about a possible participation. According to J.P. Savant, the initial focus was on serving cargo interests, but, now, vessel management and tools for vessel operators are now pulling in owners. 

Staffed with chartering/shipping people and technical/IT experts, in equal proportions, that elusive but very critical customization has been possible, recognizing that ShipIQ’s system needs to be tweaked for each organization. So far, this approach has paid off, with their overall fixture book comparing favorably with other online venues. In oil, they are ahead of anyone else.

The developers have worked with shipping people to create an environment that mirrors of real world ship chartering, as evidenced by a well organized but not ponderous look and feel, numerous pull down menus, and opportunities to save templates or to customize along the way. 

I was able to fix a demo cargo with a vessel on the system, playing the role of a charterer. The client login page offers links to on-topic market reports (which I read after my negotiation, not before) and I can report that I beat the market by about 5 WS points. But, of course, it’s been a warm Spring in Boston and the owners know this.  

In fixing a load of clean petroleum products from the Caribs up to a US discharge port, I acted as a principal. The way the system is set up, I could just as easily have been a cobroker- representing a big charterer, fixing a vessel after being given a special account on the system. 

When I posted the cargo and entered basic search parameters (size, dates, region), more than a dozen suitable real vessels came up- some entered directly by their owners, others entered by brokers on the system, and some entered by ShipIQ’s in-house brokers. Ships can be easily picked from a well done easy to read screen, with detailed descriptions and a seamless link to Questionnaire details (through an alliance with Heidmar’s Q 88 product). 

Remembering Hammer’s comment about cookie cutters not working, the system recognizes different trading styles. As a charterer, I could have circumvented the searching routine and bid a particular vessel, straight away. Conversely, an owner can lob an open ship into likely cargo suspects without waiting for a suitable cargo requirement to be posted on the screen.  

The owners of the vessel that we fixed were away from the office, but were notified via an alert to a cell phone of our initial bid. In a short period of time, the owner called a broker, who logged on to the system after getting an authority from the owner. I happily traded out the cargo through the broker (nominated by the owner) but was told that some owners do choose to negotiate directly with charterers. When we were done, and after we had cleared subjects (easily done through a pop-up form) a recap was automatically generated including those pesky little additional approvals. 

SUBHEAD

All about secrecy

While transparency is encroaching (with bdp1 Consulting helping it along), I recognize that cargo fixing is all about secrecy. The negotiating module offers the ability to manage lists of recipients for cargoes (or for vessel positions). 

I also take a hard look at the human factors and could see that shipping people, rather than techies, designed the system. For example, the vessel I fixed was a ballaster, but showed up on the initial match because of a feature that enables positions to be displayed basis multiple loadports. Or, there was a way to save “Frequently Fixed Cargoes” (including all those special company clauses, restrictions and berth specific requirements) for re-use, with the dates changed. 

My session included a brief tutorial on list management, revealing a process that was both straight-forward and user friendly. Just about everything was intuitive and simple to figure out. When I had one question, related to a screen display issue, I quickly got the ShipIQ person to talk me around the problem.

As I concluded my interview with Terry Hammer, we all contemplated the future of electronic vessel chartering. In their view, the owner, charterer and broker roles will continue to be the same, with fewer players. 

Hammer, a stalwart oil and shipping guy, both talked about consolidation, and pointed out that in some cases, a fresh web based application is actually a selling point- enabling merged entities to leap over substantial I.T. divides between incompatible systems. 

Companies will do portions of their business over the screen, complemented by old fashioned telephone transactions through trusted brokers, followed up by fixture celebrations at venues like the “Capital Grille”.
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