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E-purchasing – set for growth? 
DECK HEAD
It seems that electronic purchasing for ship supplies is set to become a mainstream technology in shipping – but still only 1 per cent of ships are set up to do it. Dr Panagiotis Nomikos reports 
BODY
As the fifth anniversary of the piercing of that famous dot com bubble approaches, the electronic purchasing sector is still very much alive and kicking, a lone survivor amongst the maritime dot.com carnage (in contrast to online chartering, online bunkering and online information ventures that seem to fade gradually into oblivion).

And yet, still after five long years, we are still in the nascent stages of this process. 
We have barely reached the age of the “pioneers”, the very few shipping and technology companies who have embraced this ideal and are pushing their colleagues to follow suit, so that this sector will enter at some stage “in the near future” the “early adopters” phase.

We are talking here about a hugely fragmented sector, spread on a global scale, an industry that should be ripe to adopt e-commerce and to benefit from the promised huge increase in efficiency. 
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The statistics

Consider that there are in the world perhaps about 8 – 12,000 shipping companies today, of which about 500 own, manage or operate more than 30 vessels each. 
In the 5,000 ports of the world there are perhaps around 30,000 suppliers of maritime goods and services of every possible kind. 
The 40,000 or so deep-sea commercial vessels post perhaps around 2 million requisitions annually (one per week per vessel) that result in an equal number of procurement transactions.

To count up the number of companies using electronic purchasing: according to Paul Østergaard, CEO of ShipServ, “30 ship-owners and more than 2,000 suppliers trade regularly” on the ShipServ system. 
Jan Kalland, marketing manager of Star Information Systems, “SISCommerce” has “20 companies on the purchasing side and 500 vendors”. 
“It is disappointing that only about 15% of our customers are using them although they have been offered for free,” says Dimitris Theodossiou, CEO of Danaos Management Consultants. 
More customers who are using e-commerce capabilities are reported by MTS, ShipNet and by Vector Maritime. 
In total perhaps around 100 shipping companies and close to 2 – 3,000 suppliers have e-enabled their procurement activities today (about 1% of shipping companies and 10% of suppliers).

SUBHEAD
Growth

ShipServ report close to 30,000 monthly electronic transactions in October this year. It has built this from 2000 transactions in Jan 2001, 6000 in Jan 2002, 15000 in Jan 2003 and 22500 in Jan 2004.  
Note that several electronic “transactions” are involved in each physical purchasing transaction; each request for quote and quote sent in by different suppliers counts as a transaction. 

Brynjar Gevelt, CEO of Marine Transaction Services (MTS) reports that “in 2003 the transaction volume increased 297% and year to date in 2004 the growth has been 327%”

Whilst we are still at the “innovators” stage of technology adoption, it seems we are moving into the “early adopters stage.”

SUBHEAD
Wallem
“Wallem prides itself in being a truly e-enabled company,” says Mark Haslett, procurement manager of Wallem Shipmanagement, one of the electronic purchasing leaders. 
“Long ago we have realized the true benefits of adopting electronic commerce in our procurement activities. 
“We employ less than half the number of buyers than would otherwise be required to serve our large fleet of managed vessels. 
“We have integrated our 200 major suppliers into our system through the Web in a highly secure manner, eliminating the need to retype the same information again and again during the process. 
“We have also linked our extensive fleet through a shipboard part that is tightly integrated into the whole system, covering all activities without leaving open loopholes. 
“We have developed a comprehensive system that covers the vessels, the buyers and the major suppliers into an integrated single entity.
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CAPTION: Wallem’s “buyer’s cockpit” giving the buyer a single-screen overview of 4 major activities in a Web-based interface

“We conduct our purchasing activities much faster and much better controlled than before,” he says.
“Information is readily available to all authorized users and managers, from the whole supply chain. 
“Our state-of-the-art procurement system and its reporting capabilities to owners through the web play a significant role in persuading prospect clients of our shipmanagement business to entrust their vessels with us. 
“We have developed an automated, secure and highly efficient supply chain that is offering us a true competitive advantage.”
“We could never ever go back to the old ways, and we invite the other shipping companies and suppliers to join us and reap the same benefits that we have been enjoying”.
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Anders Utkilens Rederi

“We are very much in favor of e-procurement” says Knut Ove Thuland-Hansen, purchasing manager of Anders Utkilens Rederi AS. 
“It reduces retyping, it is timesaving, allows quick response on RFQ`s and order confirmations. 
“It offers good transactions overview, it is easier to send RFQ`s. 
“We now have more time to perform other tasks, same personnel in purchasing are able to handle more ships, work faster. 
“We are doing almost 70% of our transactions on e-procurement but we try to increase that.”

“Portals need to reduce the cost, many find it too expensive.”

SUBHEAD
Skaugen
Star Information Systems’ Jan Kalland reports on Norgas, a 14-vessel subsidiary of I.M. Skaugen ASA, where “all requisitions from vessels are digital and more than 62 percent of the purchase orders are sent to the suppliers via SISCommerce,” he says. 

“While Christian Biering (Purchasing Manager at Norgas) acknowledged that many suppliers are still in the process of preparing, accepting and installing Internet purchasing tools, companies like Unitor, Wärtsilä and Alfa Laval have their own systems in place, and are well equipped to meet the demands of the new technology,” he says. 
SUBHEAD

Eletson

“We haven’t used e-procurement so far but we are thinking seriously about it” says Aris Margetis, purchasing manager of Eletson Corporation.

“High cost for the customer is a major obstacle.”
SUBHEAD

Hellespont 

Mike Kennedy, technical director of Hellespont, says he is very much in favour of electronic purchasing, but notes that it needs purchasing volumes and close relationships in order to make it work.

Mr Kennedy said he looked at using electronic purchasing with Hellespont, but found that there wasn’t a close enough match between the shipping company and suppliers’ database part numbering systems, and it wouldn’t be worthwhile making the effort to sort it out. 

SUBHEAD
Standards

The problem is lack of standards for parts and ordering systems is still an obstacle.

According to Dimitris Theodossiou, managing director of Danaos Management Consultants, “the content standardization is the most crucial issue that will enable the wider adoption and expansion of e-procurement.” 
































































































