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1 Executive Summary

The current downturn in the global economy has stiffened the competition in every business sector. To reduce costs and to increase their operating efficiency, companies must aggressively exploit the recent advances in Information and Communications Technologies and must adapt their business practices accordingly.

Especially in the maritime sector (where the primary assets of the companies operate around the clock and around the globe) managers and staff must be in constant touch with the vessels, the third parties, and the market developments in general. Fast, round the clock reaction to instantaneous market movements will ensure a profitable fixture ahead of the competition, and high-quality, accurate, “just-in-time” execution of the voyage and maintenance of the ship will distinguish a successful company from its competitors. In the prevailing harsh market conditions the above no longer are “nice to have” luxuries, they are requirements essential for long-term survival and growth.

The Internet and the other advances in global telecommunications are altering the work model for shipping companies. The worker and the manager are no longer “tied” to a physical office. Information must follow them wherever they are, round the clock, every day. They must possess means to exchange information, collaborate, take decisions and react anytime, anywhere. Today’s standard, off-the-shelf tools and technologies enable the shipping professional to be constantly connected with his colleagues and with the market. Forward-thinking companies are already adjusting their working practices accordingly. They have the best chances to prosper in the future.

On the other hand today’s ease of exchanging information rapidly overflows the shipping professional (especially the executives) with loads of unimportant data. The critical pieces of information may be lost in an avalanche of redundant messages. “Clever” software tools are being developed to automatically filter what is important and what is not, tailored to the needs of each individual user. The era of “Knowledge Management” is just beginning.

The recent hype and crash of the dot.com mania has obscured and twisted the underlying realities of the Internet phenomenon. The business world will not change overnight (as the evangelists of the New Economy were preaching at the height of the Internet boom), but it will change nevertheless, in the medium to longer term. New technological tools and business entities (companies, organizations, states, etc) will eventually aggregate and will organize the chaos of information that is flowing today unregulated in all directions. They will serve as “information hubs”. The closer a company is to a hub, the better chances it will have to obtain more critical information faster than the competition. In the maritime world such hubs will aggregate information about available cargoes and ship positions, vessels for sale and purchase, bunker prices, indices and market movements, news and gossip, locating specialists and suppliers around the globe, locating critical spare parts nearby, finding the best value for money for supplies at any port, etc, etc…

The interdependency of the players in the global economy will strengthen further. Instead of today’s individual companies that are (or not) efficient, the future will be dominated by tightened “supply chains”: from producer to seller to shipper to buyer to distributor to customer. Efficient, well-organized supply chains will outperform other, less efficient chains. Tight integration, accurate, just-in-time execution and seamless information flow amongst the companies participating in each chain will be critical to the success of the whole chain. Leader companies will aggregate around them efficient suppliers and customers and will force them to integrate into a tightly-knit network that outperforms the competition. Efficient shipping companies, operating on a global scale, have the capacity to act as a catalyst in the formation of efficient supply chains amongst sellers and buyers of commodities and amongst producers and suppliers of maritime goods and services.

Forward-looking companies and maritime professionals are already preparing for the forthcoming transformations, using available tools and technologies as they appear on the market. In each significant business change a few visionary organizations take the lead, the others simply follow the leaders. Yet it is the leaders who have the best chances to influence the developments according to their own interests and to dominate the market after each paradigm shift.
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2 Living and working in the Information Age

The early decades of the 21st century will be known as the post-industrial Information Age. Aided by the rapid expansion of the global networks and the Internet, fast and efficient access to Information and speedy reaction to developments is becoming the primary factor that ensures success in business. In today’s global village access to critical information is more important for a company than access to physical goods and services. This is even more significant for the maritime world, since vessels and maritime markets operate around the globe and around the clock.

Historically the models of operation of a shipping company have been changing significantly with every advance in telecommunications. In past centuries, lacking any communication means, the shipowner had been the master of the vessel, looking for cargoes and arranging for the affairs of the vessel at every port of call. When the radio telegraph and telex appeared, the model changed to today’s centralized, shore-based headquarters that directs all vessel affairs remotely. Very recently the global penetration of mobile telephony has allowed every shipping professional to be reached only by voice at any time anywhere. That model is about to change again, powered by the rapid advances of the Internet and the other global communications methods.

Today’s model of operating a shipping company, still based in the pre-Internet era, is based on the shore office that receives every kind of information (market movements, available cargoes, statements of facts, communication with third parties, etc). Every possible detail of the vessel’s daily operation is communicated to the office, requesting authorization for action.

Shipping managers and staff must physically sit every morning to their desks to be able to contact their vessels and the world. Data-entry staff must tediously retype loads of incoming vessel data into the central office databases. Managers are able to react to important developments only when they are present in the office. Due to the 24-hour nature of the shipping business, early morning, late night and weekend operator shifts are a necessity. Extra operator staff must be hired to man these shifts. Managers (who cannot be duplicated) have to work long hours into the night and during weekends to cover the managerial needs of the global fleet, and must be on standby whenever they happen to be at home. Most important, when they need to travel (which happens frequently anyway), they must be reached by fax or by phone to their hotel or other destination, frequently at awkward times, to be informed about important developments.

The convergence of the global communications infrastructure into an integrated environment will change this model again, very soon. Instead of accessing the information only when sitting in front of the office desktop computer, the information itself will travel to its destination, to the busy operator or executive independent of location and time.

The near future work routine of the shipping professional will look like this: Work from home in the early morning, immediately after breakfast, to sort out the overnight developments. His home computer will enable him to connect to every office-based system securely, having all the required information on screen, exactly as if he was sitting on his desk in the office. Voice over the Internet and teleconferencing will enable him to contact physically his colleagues and crews in the Far East for business chatting.

Later in the morning he can go out, perhaps to look after any family affairs or shopping needs. On the street his pocket computer unit will be wirelessly connected to the city networks. He will be able to receive almost all the important information and to react verbally to it, but he will have limited visual and typing abilities.

After completing his morning affairs he can pass by the office to continue working and to meet with his colleagues. Upon sitting in front of his office computer he will find the status of his work exactly where he left it in the morning. He can continue there sorting out the new developments, going to physical or virtual meetings with other colleagues and videoconferencing to East and West alike.

After visiting the gym in the afternoon and having dinner with friends or family, he can sort out the last developments of the day from his home environment over the last cup of coffee, issue the last orders, videoconference to the colleagues in the Americas, and finally retire for a good night’s rest.

When traveling, his portable computer will allow him to work quietly on the plane connecting to the global infrastructure if needed through the onboard communication facilities. In airports and train station lobbies, in his hotel room or in any business partner office that he visits his computer will be wirelessly connected to the available peripherals and he can continue working as if he were present in the office.

The above scenario may sound futuristic, but it is not. The basic scenario is entirely feasible today with off-the-shelf software and standard laptop or desktop machines. The connections through home, office and when traveling are entirely feasible today as described above, except for the voice connection (that must be supplemented by a separate mobile phone) and the videoconferencing facilities (that are not yet feasible in good quality and low cost). The connection anywhere on the street is very limited today, through a wireless PDA that allows only basic Emails to reach the walking recipient.

Yet the important basics are available today, here: The shipping professional is able to work at any location anytime, receiving information and reacting to it as if he were working in the office. By supplementing the laptop with a mobile phone he is entirely able to do business anywhere (except for the physical face-to-face contact with colleagues). Most important, it is entirely feasible today to work using the full office environment (including all databases, document management, communications and other office systems) from any remote location securely and efficiently, using standard low-cost off-the-shelf software and methods.

There are two important aspects of the above scenarios:

· Business-wise, the shipping professional is able to reach information anytime anywhere, and to react instantly to it. Timely reaction to developments will distinguish the successful companies of the future.

· Human-wise, the professional will be able to allocate his work time as best as it suits him, in between his family and other obligations. He can plan to do the routine work when it suits him best, knowing that he can arrange his time more humanely around his other interests, and also being confident that he can react immediately to any urgent development from anywhere and at any time.

3 Office and Vessel integration

The “Information Superhighway” will stretch to the oceans through satellite links. Today’s pioneering Fleet77 service from Inmarsat and the corresponding service from Iridium are just the precursor of the near-term developments.

The vessels will hook on to the global information networks and will be able to exchange information with the office and with third parties seamlessly. Sensors will monitor the performance of the machinery and will transmit the data automatically to the vessel and office databases. Videoconferences with office staff will be taking place to discuss the particulars of the voyage and the maintenance and repairs issues. Competition amongst different satellite providers will lower the communications prices.

The current trend to install onboard software that takes care of the vessel purchasing and technical activities and links directly with the office databases will be enhanced. Data-entry of voyage, technical and procurement data will happen at the point of origin, the vessel, and will be automated as much as possible, eliminating the need to employ data-entry staff at the office who today re-enter data that have originally been entered by crews onboard, only to be printed and faxed to the office. The data will flow seamlessly to the office for approvals and instructions, and extensive statistical analysis information will be available to both office and vessel alike.

The fleet will become intertwined with the office in a common environment. Less office staff will be required to monitor the performance of the fleet and the execution of the voyages. Fleet managers and superintendents will be in direct contact with Masters and officers in the same manner as they are contacting today their office-based colleagues, advising them on the course of action from any place (home, office, traveling).

4 Managing Knowledge

The ease in distributing and disseminating information has a negative side-effect: Information overload. As soon as a company gets connected to the Internet, users find that they are overwhelmed by hundreds of messages daily, many unrelated to their business or duties, and a lot of spam. A typical middle-level manager today receives up to a hundred messages daily that he must reply or otherwise act upon, and many more that are not related to his duties.

The overload is significant. It stresses the workers and does not allow them to concentrate and discharge of their duties calmly. It is distressing to return from a two-hour important meeting to find tens of new messages in your inbox needing attention, many unduly market “high priority”.

To survive, most managers simply choose to ignore more than half of their incoming messages. They judge which messages to read and which to trash by scanning briefly the subject and the sender name. In this manner they certainly loose tens of important messages every day from unfortunate senders who’s names did not grab the recipient’s attention, or they did not put “catchy” phrases in the “subject” field.

The solution is a new category of business software called “Knowledge Management Systems”. This is “cleverish” software, utilizing Artificial Intelligence and Expert System methods and algorithms. The software system reads each incoming message and attempts to “understand” its content and its significance for every recipient. Thereafter the software automatically routes every message to the appropriate recipient, or files it to the appropriate electronic folder.

The field is still in its infancy and it will take several more years to reach “adolescence”. The reason is that Artificial Intelligence is the only field of Computer Science that progresses scientifically very slowly. Yet the results so far (in the companies that have already installed such systems) are impressive. Managers and staff have been relieved from the bulk of the unrelated messages, and automatic filing seems to be performing efficiently. The resulting increase in productivity is significant.

The drawbacks are the very high costs of these systems and the very long implementation time. These Expert Systems need to be “trained” laboriously in the specifics of each company. The training takes several months and is quite expensive too. For the time being the current systems are really suitable only for very large companies with thousands of users, or for very content-heavy services (such as news agencies, etc).

Yet in the coming years, as the field will mature and the costs will lower (due to the competition that will be introduced), Knowledge Management will gradually enter the mainstream of business software. In the future these systems will be used widely to automate the information flow within a company and to present to each worker only the messages that are relevant to his/her duties, resulting in great productivity strides.

5 Information Hubs and Internet services

The recent dot.com mania and subsequent crash has distorted the underlying realities of the Internet phenomenon. In the heyday of the Internet boom the evangelists of the New Economy were preaching the imminent demise of the shipping markets as we have known them in the past century and their replacement by online mega-portals.

On the other side some executives of traditional shipping companies were unduly alarmed and decided to jump on the bandwagon by supporting and funding some of the soon-to-be-bankrupt dot.coms, whereas many others became hostile to the whole phenomenon and decided to ignore it altogether. Nobody performed a calm and realistic evaluation of the true potential of the new medium and its long-term consequences for the markets.

Yet the Internet is a phenomenon that will bring along substantial changes in the way the maritime world is organized. One consequence will be the emergence of the “officeless office”, as described in the previous paragraphs. Another development will be the rearrangement of the shipping information markets in new forms.

The maritime world relies heavily on timely information about developments in far away countries and markets. Freight and bunker prices fluctuate daily in localized markets many time zones away from the company headquarters, whereas the sourcing of spares, supplies and services thousands of miles away in the most economic manner has always been a major headache for ship-managers. That information has been traditionally distributed through global networks of brokers, agents and other intermediaries.

The Internet enables the aggregation of the information in new, centralized “information hubs” that will be shaped over the coming years. Participants of the hub will be able to locate information in searchable databases, according to their preferences. The hub will automatically inform them (by Email or by a message to their mobile device) when an important new piece of information satisfies specific criteria that they will specify. Automated algorithms will perform “electronic matching” of complementary information items (such as matching available vessels to open cargoes or available spare items for specific requests). Thereafter the participants of the hub will be able to contact each other and perform the business transaction aided by the facilities available in the online service, with or without human intervention.

The role of today’s brokers, agents and other intermediaries will shift from today’s mundane task of receiving scattered information and trying to match it by memory to serving their customers for higher-level, more complex matters such as advising and assisting with negotiations, expressing opinions, and such other activities that cannot be performed by non-intelligent computers. The new online services will be used by end-users and by intermediaries alike as common platforms for performing and completing the market activity in a more efficient way.

The mistake of the earlier New Economy evangelists had been that they predicted that these developments will happen in a matter of months rather than years, and that the services would completely “dis-intermediate” today’s human intermediaries and would acquire overnight the added value of a human service, resulting in huge profits. These get-rich-quick predictions fuelled the speculative mania of the Internet boom to the peril of their followers.

Yet the underlying realities are correct. After the speculative mania subsided, quiet, customer-oriented online services are slowly building their networks and are increasing steadily their reach and their profits. There exist today online services in chartering, bunkering, supplies, container traffic that are being used by thousands of shipping companies and by their service providers world-wide, precisely because they satisfy their customer’s insatiable appetite for more information, better furnished, ready to be exploited and to lead to a profitable business transaction. After the speculative mania burned so many investors and defamed the sector, these services are today keeping a low profile, yet they exist and prosper quietly and are bringing the forthcoming transformations closer.

Shipping companies are well advised to join any of these (today very inexpensive) services and to experiment with the novel ways of participating in an online shipping marketplace. At the moment it costs almost nothing to get a glimpse of how business transactions may be conducted in the future, and to understand how best to select and trade with business partners online and how to avoid the pitfalls.

Maintaining a close business relationship with a successful information hub will enable the shipping company to acquire more critical information earlier than the competition, and will enable it to react faster. But the companies must begin “testing the water” now than later, in order to adapt faster.

6 Efficient Supply Chains

Further down the line the Internet and the overall convergence of the IT and Communications networks will bring about more fundamental business transformations. Information will cease to flow in unregulated, unstructured pieces of text Emails and will start moving from company to company in structured data streams. The IT systems of suppliers and customers, of buyers and sellers, will be linked automatically and information will be transmitted directly from computer to computer, from database to database, without human scanning and intervention. The old EDI “dream” will eventually become a reality through the global Internet and other networks.

Already the major corporations with global reach are replacing their expensive EDI systems with Internet-based systems that link them with the thousands of their suppliers and distribution channels. The COVISINT effort of the major automakers for the sourcing of auto parts is a prime example of a coordinated effort by the major global players in the auto industry, whereas the celebrated example of Cisco’s procurement and order placement Web-based system is the point of reference for anyone discussing the effect of the Internet in increasing the productivity and efficiency of large corporations who constantly outperform their competitors and grow to dominate their sector.

In the integrated, globalized environment of the future most companies will become parts of larger supply chains linking producer to seller to carrier to buyer to distributor to retailer. Shipping companies in particular naturally fit right in the middle of large-scale supply chains moving hundreds of thousands of tons of commodities across the globe. As the competition in the international trade of commodities will intensify, sharp, efficient, just-in-time execution of every step in the process (from production to transportation to distribution to retail) will make the difference between a profitable and a loss-making business arrangement.

For the shipping companies this will mean tight integration with their suppliers of maritime goods and services of every sort, with their customers (the charterers and the receivers of cargo), with Port Authorities, etc. Maximum turnaround and sharp precision in the execution of the voyage will ensure that the shipping company maintains the high quality of operation of the whole supply chain. To achieve optimum efficiency on the vessel, her maintenance must be of the appropriate quality standard. To reach this high standard a shipping company must select high quality business partners who will be willing to integrate their ICT systems across the whole supply chain, to standardize and structure the information flow amongst the parties, to minimize delays due to inefficiencies and human errors, and to reap maximum economic benefit from the whole operation from mining and production down to the end customer retail sale.

Survival and growth prospects for individual companies in the future will be dependent not only on the structure and efficiency of the company organization itself and the abilities of its management teams, but also on the placement of the company within efficient supply chains. In the longer term it will be whole chains that will outperform other competitive supply chains. The “chain” is to be understood as a “mesh” of interdependent companies, where a set of high quality producers transport their goods mostly using a set of high quality carriers to distribute the goods mostly to high quality retailers who are then able to sell the high quality products at very competitive prices and with very good margins, benefiting the whole chain, or “mesh”, against the competition.

7 Conclusion

The rapid advance of the Internet and the global telecommunications networks is transforming the business environment for the shipping sector, which is anyway heavily dependent on efficient information flow. Shipping companies must aggressively exploit the new technologies as they become available and must adapt their business practices, in order to remain competitive in the future. The required tools and methods are readily available and inexpensive, and are common practice in other industries. It is only the mentality of managers and staff who must understand the forthcoming transformation and must act decisively today.
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