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Technology for shippers 
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Container shipping lines are working hard to develop electronic communication systems for their customers. But what do shippers want and are they implementing technology at the right speed? Tim Power reports 
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Tim Power researched this article while attending the Eye for Transport.com shipper- carrier technology forum in Amsterdam, March 2002. For more information, see http://www.eyefortransport.com 

BODY
Colum Joyce, electronic commerce strategy manager at parcel carrier DHL has a radical idea. “When we first implemented our tracking systems, we were horrified by our own performance,” he said. “We decided that only way to drive the change needed to improve was to make the inadequacy of the service visible to the people who were paying for it – the customers.” 
“When we started, our poor information gave us a miserable 25% accuracy rate. 2 months later accuracy was up to 75%, and in 3 years it was 98%. The customers forced internal change, and threw out ossified conventional wisdom.”  
For those that prefer to hide, Mr Joyce has a stern message. “Do you think your customers don't know you're inadequate? They do, and if you think otherwise you’re living in cloud cuckoo land,” he said. 
This is a robust start to Day Two of eyefortransport’s Shipper-Carrier Technology Forum and sets us wondering which carriers would take this approach rather than try to paper over the cracks. 

Just as we are absorbing his first idea, he hits us with another one. “ A company creates value from its network of contributors. You must share this value with suppliers to allow them to invest.” This doesn’t sound much like shipping either.

SUBHEAD

Getting the timing right 
By now Mr Joyce has brought us back to more recognisable ground. “Anything that requires the improvement of physical infrastructure has a 5 year implementation time frame,” he said. 

“Part of the problem of the internet was that new developments were cycling too fast. We need to fit new technologies into a longer time frame.” 
This certainly makes sense, particularly when we look at customer adoption rates. Mr Joyce has a blunt comment on this too. “Companies that evolve faster than their customers can learn will go out of business,” he said.  
What he doesn’t explain is why it takes customers so long to learn.

An insight into this question comes in the presentation by Poul Bjerre, general manager in Maersk Sealand’s e-Commerce group. “We now have 25,000 customers using maersksealand.com but are also seeing more EDI activity than ever before; it has suddenly become popular,” he said. 

Hold on a minute. The first EDI discussions took place between lines and shippers in the late 1980s. Does this really mean that we are looking at 10-15 year adoption timescales?

Maybe, if the answers of the panel on future technology development are right.  “Forget new technology,” went the question. “What about the adoption and use of the technology we have today?” 
The first answer to this echoes Joyce’s comments “We should aim to be only two steps ahead of our customers in the deployment of new technology”. This sounds like sensible prudence. The second answer however, indicates how low some are setting their sights. 
“The first step is to beat the phone.” This sounds a long way from the visions of frictionless supply chain collaboration that we have been hearing over the past three years but has an unhappy ring of truth about it. 
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Shippers are using technology 
Despite these rather cautious comments, there is no doubt that customers are beginning to use e-commerce in their supply chains. Poul Bjerre was categorical. “Customer use of all Maersk Sealand e-channels (maersksealand.com, INTTRA and EDI) is growing,” he said. “Now we cannot serve our customers without them.” 
For Maersk Sealand, then, the e-Rubicon has been crossed and new information and tools are now central to customer service provision. As Bjerre puts in “the information required per container of cargo moved continues to rise”.

Joyce thinks this is where the big gains lie. “90% of opportunities from physical services are already being exploited, but only 10% of opportunities from information services,” he suggested. “These will represent 70-80% of profitability in future.” 
The root of this is the 186 data moves that occur during the life of a consignment in the DHL network. “We collect data that is available to no-one else and we can make it available to customers much better than they can themselves,” he said. 

“As an example he cites the linking of technologies that has enabled DHL to bring out a simple product, a new return label. This has reduced return cycle times from 3 weeks to 3 days and the convenience is binding customers in to the service.

He also gets to the root of the partnership question. “Our contribution to our customers’ brands is what allows us to retain their business. We have to see how we can add value to their end user and, in the end become a revenue stream for our customer.” In this context Joyce is quite happy for DHL’s brand to be invisible.
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Partnerships are Tough
If this kind of partnership sounds appealing, Nike and its logistics provider Menlo show that it is not for the faint-hearted. The task in hand is order fulfillment for 4,000 of Nike’s retail customers in Europe and the operation of 225,000 sq ft of warehousing.

Central to the operation is information sharing. Daily operational reports and forecasts are shared across both organisations and support quick decision-making.  There are monthly and annual reviews of performance with all information, including costs, shared openly. 
This is supported by IT in a pragmatic rather than dogmatic way. For example, while full EDI is used for order uploads, updates to a product master are made by flat file and web browsers are used for order status enquiries.

The building blocks of this relationship are thoroughness and discipline: processes are thought out and clearly documented; training is rigorous; KPIs and costs are carefully monitored.  Soft factors count too, not least personal trust and the understanding that the relationship has to be balanced. Both sides (not just the customer) can be demanding. 

As Flemming Jensen, Nike’s director of operations, Europe, Middle East and Africa, makes clear; this kind of partnership takes time to build and effort to maintain. 
He also has advice for logistics providers aspiring to this role. “Don’t fall asleep on success; adapt to your customer’s changing business model; keep adding value; transfer expertise when your people change,” he said. “Finally, remember that we want to keep our supply chain as a source of competitive advantage.” 

Is this worth the effort? Electrolux, which has a similar logistics relationship with Wilson, certainly thinks so. Sven Kallin, senior vice president, Electrolux Laundry Systems, says that Electrolux inventory holdings have been slashed while service quality has risen sharply. To achieve this, Wilson is providing high levels of supply chain visibility, feeding information to Electrolux from Wilshipper and Wiltrack operations systems via its Wilconnect messaging platform.
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Some Lessons

What do we conclude from all this? 

The most important message is the oldest: pay attention to what your customers want and give it to them (and don’t get carried away with the excitement of new technology). 
The second is the antithesis of the hype of the internet boom: be patient (and help your customers see the value of what you are doing). 
The last, and most encouraging, is that if you do these things thoroughly and carefully, this new technology will work and will deliver enormous value to you and your customers.
