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Pondering portals
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The way the container shipping industry has got behind the customer service portals GT Nexus, Cargosmart and INTTRA is very strange. Tim Power reports 
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Imagine you are a fly on the wall at meeting of the board of a leading global container shipping line. The discussion below centres on the importance of e-commerce as a competitive weapon. The director of IT is explaining how the next release of the line’s website is going to knock the competition into a cocked hat. 

Then he says “Oh, by the way, we are getting together with 10 other lines (you remember, the ones he was going to knock into a cocked hat) to create a portal that will allow customers to book and track shipments online with all of us.” At this point, you lose your grip on the wall and plunge into the IT director’s coffee with a quiet plop.

Does this make sense? Why would lines with a clear competitive advantage in IT give a leg up to their digitally challenged bretheren?
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Different explanations

The conventional answer to this question is, “we are customer driven and this is what our customers need.” OK, so the customer wants to book with your competitor and you are prepared to invest money to make it easier for him to do so? Why not spend the money making sure you are so much easier to deal with that your competitor won’t get a look in?

A more subtle answer is that putting all the carriers on the same platform will make comparisons of underlying service and systems capability more immediately obvious and, more to the point, will make you look good while your competitors look hopeless. This could work. 

Consider this scenario: Shipper A is using Maersk Sealand and another carrier (to avoid litigation, let’s say carrier C). The shipper uses the portal to track shipments on both carriers and sees up to date and accurate information on the consignment moving with Maersk Sealand. 

The shipment moving with carrier C appears to be still in Ulan Bator when it was scheduled to be in New York for a special exhibition (actually it is in New York but the carrier C’s systems haven’t been updated). The customer draws his own conclusions, abandons carrier C and entrusts all his traffic to Maersk Sealand.

This might be worth spending money on but will it work? Unfortunately for the leading carriers it seems that participation in the portals is both forcing and helping the trailing lines to upgrade their systems and that these differences will narrow as time goes on.
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INTTRA, GT Nexus and CargoSmart 

Whatever the logic, most major lines are now grouped around three portals (actually two of them are not really portals but we’ll get to that later) INTTRA, GT Nexus and CargoSmart. 

INTTRA, with Maersk Sealand and P&O Nedlloyd as its biggest players, has the largest following and now represents 42% of global container carrying capacity. GT Nexus includes the likes of APL, MOL and Hanjin and accounts for about 30%. CargoSmart is dwarfed in capacity terms by the others with only 4 members: OOCL, COSCO, MISC and NYK Line [NYK Line has signed up to all three portals].

All three of these platforms allow online booking, cargo tracking and access to the lines’ schedules but at that point the similarities end. 

INTTRA, which really is a portal, wants to concentrate on the facilitating the interaction between the lines and its customers. This includes all the above-mentioned functionality and, in future, shipping instructions and bills of lading. 

GT Nexus by contrast see itself as an e-logistics software house part of whose offering is a carrier portal. Its ambitions are much wider as the recent launch of their “Orders” product shows; this puts them squarely in the supply chain management space. 

CargoSmart, meanwhile started life as OOCL’s e-commerce platform and then joined in the portals race. It too sees itself as a software provider with not only the e-commerce front end but also an array of shipping line back end systems (based on OOCL’s IRIS 2) in its portfolio.
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Receptive customers? 

Customers, these beloved people - by and for whom all these things are driven – do they really want this stuff? Yes, of course it is incredibly valuable and the improvements in speed and accuracy could release enormous cost savings, but you ask anyone who has been promoting new e-commerce tools whether people leap at them. Of course they don’t. 

When one line’s site went down for an hour, it received calls from customers suggesting they go back to the old manual methods – how backward can you get? 

No, the lines have to work very hard to promote these things to conservative and reluctant customers most of whom presumably prefer fiddling with piles of paper to moving into the digital age. 

Having said that, the numbers show that customers are starting to adopt these tools. INTTRA has 1000 companies signed up and had handled 137,000 shipments by February 2002. CargoSmart is somewhat ahead in these terms with 2000 customers and 200,000 shipments handled to date. GT Nexus has 2,900 customers but for reasons of confidentiality can’t give transaction volumes – unfortunately these are the only numbers that really matter. 

Those unfamiliar with the ways of shipping might expect that customers would pay lines handsomely for the efficiencies that their e-commerce offerings deliver. They of course would be wrong. In shipping, adding value seldom means adding revenue and the case of e-commerce in general and portals in particular are sadly no exception. Guess what – they’re free.
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Competitive Conundrums 

Once upon a time, a director at a large shipping line referred to the forwarding community as “pond skaters and parasites”. Although the comments caused outrage at the time both lines and forwarders knew that it was an accurate reflection of their mutual relationship. 

The major lines then were determined to retain direct relationships with their customers and regarded the growth of the forwarders as a key competitive challenge. Not so now. 

The major forwarders have become strategic partners for a number of lines and several have signed up to the portals: Kuhne and Nagel, Schenker, Danzas and Panalpina all joined INTTRA in 2001 and just in case the INTTRA carriers thought they’d tied them in, Schenker went off to GT Nexus as well to set up a Forwarder Private Network.

These forwarders are not only using the portals to book and track with the underlying carrier communities, they are also using the front end to interact with their customers. This allows them to raise their service level in the deep-sea sector and become a greater threat to carriers’ direct relationships with customers.
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Strategic Sense?

Does this really make strategic sense for the leading lines? For the sake of argument, let’s paint the picture as black as possible:

In a highly commoditised industry, the leading carriers appear to be levelling the playing field in the one remaining area of their business that could provide opportunities for valuable differentiation. In doing so, they are allowing the lines that are behind in systems to pull themselves up and are probably reducing the cost to them of doing so. In the meantime they have opened the gates and let in a Trojan Horse in the form of major forwarders.

Someone tell me where I’ve got this wrong.

