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DECKHEAD
The dot com hype is well and truly over; but in its place we have some genuinely useful shipping internet initiatives which will lead to real savings for the industry 

BODY
Our conference, "Shipping Internet - Making it work," held in London on April 17, explored some real benefits of using the internet in the maritime industry.

The applications were ones we all know very well; customer relations for suppliers, fixing ships online, ship supplies, safety information; there were some interesting surprises, however, a survey by software company ShipNet found that shipping agents have been fairly neglected in the development of e-business tools.

What was more surprising however is how much things have changed, when drawing comparisons between this event and the original shipping e-business conference, held in Plymouth, UK, on September 2000 (see <http://www.pynda.com/conference00.htm>) and this event in April 2002.
Indeed, the only person speaking at both events was Paul Østergaard, CEO of ShipServ.

One thing seems quite clear; the level of interest in e-business can't get any worse. Andreas Wiesmann of Wärtsilä drew a graph of interest in e-business, which increased from 1999 to late 2000, then dropped sharply until April 2002, after which he expects it to rise again. The quality of projects currently on display suggests that it probably will.

SUBHEAD
E-procurement

Paul Østergaard of ShipServ started the morning speeches emphasising again that e-commerce is not going to substitute what is there already, but to complement and simplify existing business processes. 
 
He said, “a lot of companies believed that a lot of money and good press is going to carry through to success. Yet there are three elements you really need to get it right: CONTENT, a medium that carries it and a LANGUAGE that enables different system to talk to each other.”

 
MTML, the maritime trade mark-up language developed by ShipServ, is based on the old EDI standard. The open, extensible language was transferred to MECA in 2001. Work is now going towards MTML 2.0, the latest version.


At a recent customer conference hosted by ShipServ in Copenhagen, most of the attendees officially endorsed the standard. Mr Østergaard said this was a great step towards standardising e-business tools.


He also reported that the number of transactions via TradeNet is increasing steadily; the company is expecting 20,000 transactions in the second quarter of 2002 (compared to 13,378 in the first quarter).


”E-commerce is happening,” he said. “But if you give things away to a customer, you never get their real commitment.” And there is no doubt that “it will be a while until the whole of the industry adopts it.” 


SUBHEAD 
E-chartering

Naheed Zahmann, head of architecture with LevelSeas, said that his company’s effort are centred around well-functioning integration between various back-end systems as “this is a key issue” at the moment. According to him, there is “a huge amount of effort that can be spent on doing integration yet.”

About standards, he said, “the ones that are eventually adopted are the easy and simple to use ones. Web services is one of those. It is a mechanism, a structure, which enables communication. It is basically a transport channel.

At LevelSeas, in-house, there was a problem importing and customising contact lists with the online system. Web Services offered a solution, which supports a procedure with only one point of data entry into the back-end services and an automatic data update in the online system.

Mr Zahmann said, in the future LevelSeas would become more of a communications hub with a Web Services interface. The company will concentrate on integrating customer’s legacy systems.

Hi ex-colleague David Barrow is now an independent agent for LevelSeas. He admitted that LevelSeas was forced to release a system “quicker than they would have liked to. The system had limited functionality then.” But at recent presentations, he said, “people were amazed at what the system can do for them. The problems are gone.

“Now everything LevelSeas needs to do is educate people about it.”

While LevelSeas was advocating the integration of legacy systems, Fabrice Demichel, CEO of AXS Marine, said “we expect people to chuck out their old system and use us.”

This rather frank statement created a lot of debate among the delegates at the conference with James Lucas (ex ShipDesk) wondering: “Isn’t it a better solution to integrate existing systems, so brokers don’t have to throw away their old systems? You’d boost your chances of adoption if you allow people to use existing systems and upload that data into your own.”

Mr Demichel, however, did not agree, but admitted that his company had some convincing to do yet, as not more than one percent of the shipbroking market is embracing e-chartering tools. With Strategic Software’s strong position in the software area, third party e-chartering hubs may have a hard time getting their foot in the door.  

Mr Demichel said that he thinks AXS Marine is developing into a formidable competitor to Strategic Software, which develops software for shipbrokers. "As of today, we do not provide all the functionality given by Strategic and Dataworks, but we are going to be in competition sooner or later."


He continued, “the idea that the internet would put shipbrokers out of business is completely wrong and completely misleading. The objective of AXS Marine is to help brokers complete the same amount of business with less work, or do more business with the same amount of work.”

One of the main ways an electronic tool can help is by managing the enormous e-mail traffic that brokers send and receive. "The more I talk to brokers, the more incoming messages I get every day," he said. "Some companies pay someone to do nothing but read e-mails all day long. Its not very
efficient."

"The concept we have is that we can format the information," he said. "We're creating an environment where your brokers can share tonnage lists. Large companies can use it as an intranet, or as an extranet to include partners in the information process."



Software providers 

OLE RYGH, ShipNet

Ole Rygh, product manager of maritime software company ShipNet, talked about the difficulty in persuading shipping companies to buy software.

"We have many examples of shipping companies where the owner is quite happy to buy two VLCCS before lunch but the CFO is unwilling to spend $50,000 on something with proven payback over 12 months," he said.

ShipNet has recently turned its business around, after posting heavy losses. Over 2001 it took 12m NOK profit ($1.4m), after payment of all research and development costs and paying 4m NOK ($460,000) bonus to employees.

ShipNet recently undertook a survey of its customers in the maritime industry, to find out what they thought was important.

Rather surprisingly, the most important application was managing disbursement accounts from ship agents. The next most important applications were electronic recaps, customer relationship management, receiving invoices electronically, ship supplies, container tracking, bunker procurement, and online negotiating. (Download Mr Rygh's presentation for the complete graph at thedigitalship.com/presentations.htm).

Mr Rygh said that it was still disappointing how well e-chartering has taken off. "LevelSeas, which had been considered the brightest and richest boy in the class, would probably like to see more business being concluded," he said.

"Asking an e-chartering company how much business they have concluded is like asking a 15 year old boy how much they have had sex. You have to take whatever they say and divide it by 10."

His own company started using .Net technology last year, and is preparing for some offering in the e-business section of shipping, too. 

His comments on the so far ignored opportunities to provide e-business tools to manage the relationship between shipping companies and ship and port agents found immediate response in the audience. Andrew Craig Bennett of Wallem Shipping could nothing but confirm the situation. “No one wants to talk about it,” said.

Iain Gordon from Inchcape, however, said his company has “talked about disbursement accounts. Yet, no vendors come and see me. The agents actually have the products already in place. Its time to talk to the business.”

Safety 

On a slightly different note, Phillippe Marchand, managing director of Equasis, said that a “quality culture in shipping is difficult to develop.” His non-profit organisation “wants to find out if the markets can do anything to improve safety.

“Improving the quality of shipping is an understatement. Eradicating sub-standard shipping is the better formulation of the aim. The lack of transparency of information is the main obstacle in this. The internet is the appropriate channel to make information available, but so far data has been scattered and hard to access,” he said.

Online database Equasis is trying to change this, congregating factual, first hand information about sea-going vessels. This information derives directly from class and port state reports.

Mr Marchand's aim is to keep use of the site free of charge, which requires the co-operation of the industry as well as the authorities. “Six of seven partners are currently financing the site, but the system has to be made more stable,” he said.

Richard Neasham of Lloyd’s Register said that reduced cost does not necessarily implicated low quality. He said, “For a typical liner operator: 20 percent of his total costs goes on ship, crewing, maintenance and finance; 40 percent goes on ports and terminals; another 40 percent goes on transaction costs.”

He referred to recent developments in civil aviation, where “we have seen the emergence of low cost airlines. They do not save cost on safety procedures. They save costs associated with transaction, cutting out agents and paper-based ticketing for instance.” So, is disintermediation the way after all?


However, “class is playing its part in design, construction and operational aspects.” Lloyds Register has introduced electronic survey reporting and is disseminating information via the web. Yet, “only structured data is useful data,” he said, which is where there is more work to do yet.


LR’s ClassDirect online tool is giving authorised users access to ships’ design specifications. Additional to this, construction reports can be automatically sent to a central clearing house database. LR’s ‘through life support’ contains the updated history of the performance of ship parts for around 20,000 ships.  
In the future, LR is aiming to integrate its electronic products with existing design and operational applications. “Work is underway to integrate condition monitoring and survey management products with existing planned maintenance applications,” Mr Neasham concluded.

Suppliers

Frank Soccoli of Sperry Marine (used to be Litton Marine) said that his company “regards the internet as a tool for us to build a very strong relationship with the customers. It fits our customer-centric approach.”

In the first instance, Sperry has built a public website for its customers, adding an extranet facility for partners plus an extensive feedback tool. “The website is an information resource, including homepages for each one of our products and providing regulation documentation as well as type approval certificate and compliance calculator” he said.

In the very near future, Sperry will add an interactive design tool for integrated bridges. Customers can put together and look an integrated bridge according to their own specific requirements translated into a virtual, game-like environment.

Although invoicing, performance analysis as well correspondence and mark-up tools will all be available via the website, Sperry has no ambitions to “become an e-bay or amazon.com,” concluded Mr Soccoli.

Andreas Wiesmann of Wärtsilä spoke on what he perceived to be the needs of the ship operators. “They want to make profits and operate reliable, safe ships. They need cost and time effective processes. They want to have easy access to information and achieve automation and integration.” That’s not little.

“There is a clear trend to limit the number of supplier relationship and tighten the existing ones. It will become more valuable to reach frame agreements and get the supplier’s data into the own system,” he added. 


But Wärtsilä has got requirements of its own: “We want to give lifecycle support to our customers, we want to be accessible 24/7. And, of course, we want to grow an effective and efficient business and achieve internal integration and standardised processes.”

So, how does all this come together? At the moment, Wärtsilä has to “be open to many portals in order to comply with our customer’s wishes and we aim to provide accurate and customer specific data.

“Our own e-business solutions include online spare ordering, electronic documentation, plan order and report tools, an online catalogue and training and competence management,” said Mr Wiesmann.

Although using ShipServ as well e4marine for e-procurement, Wärtsilä integrates with some of the larger customers directly. 

For the future, Mr Wiesmann, predicted that “the e-business hype curve will come up again, but we need to agree simplified industry standards and processes, not just in a technical sense. Seamless integration between internal and external systems is crucial. And we need to e-enable the payment processes, which means we put the whole of the supply chain online.”

Michael Dines, systems developer at Kittiwake, said, “over the last few years we have experienced fundamental changes. We don’t have any paper-based product literature at all anymore.”

Kittiwake processes around 500 time-critical shipments per week and was looking to increase the processing speed. Also, the traditional transaction cost associated with this was $40-50 per shipment. Kittiwake found that most parts of the process can be automated and therefore save time and money.

Mr Dines described the user interface of its system as “easy and painless” referring also to larger customers of the company which use it as part of their own systems. It makes accessible details of the order as such, the status of the order and logistical information. 

Having a large number of customers with different requirements seemed to create a problem as interface customisation was required. With the help of an SQL database, Kittiwake can now generate customer-specific pages which take into account discounts and any known specifics.

According to Mr Dines, everyone benefits. So far, Kittiwake has put up to 70 per cent of its business online. “Traditional business models are failing. E-commerce removes the barrier to growth,” concluded Mr Dines.

SUBHEAD
And that’s it?

Concluding the afternoon session, Jayant Krishna of Tata Consultancy Services, said, “internet shipping is an area no-one can ignore any longer.” He spoke, perhaps for most of the conference attendees.

Yet, there is quite some work to yet. As moderators Tim Powers put it, “we have to be aware that the new economy is not that new after all. The old rules apply. Anyone who develops applications must assess which ones actually generate efficiency. And it is the enthusiastic user that makes the difference, not just the management.”

He also pointed out that among all the examples shown, many prove that e-commerce works. Hype and expectations too high to accomplish at the beginning of the dot.com era certainly didn’t do the technology sector any favours, and the only way to convince potential customers is the proof that systems work, that they indeed increase efficiency and therefore save money.

With the implementation of new technology there is always a small risk included. Mr Krishna said, “there is no standard answer to how long it will take to get a return on investment. It can be anything from six months to three years. Or not at all.” It all depends whether you base your definition purely on financials or on operational benefits in the long term.

