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Where is e-chartering now?
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DECK HEAD

Barry Parker gives his take on the current status quo in e-chartering

BODY

The past three years saw the dot-com boom and dozens of sites with a “chartering” components, followed by the inevitable crash and shake-out, inexorably moving into the present consolidation phase where even erstwhile rivals have joined forces. 

Once the net bubble burst, common sense and reality moved back in, allowing the gladiators and crusaders still standing, although bloodied and maimed, to get on with real business. 

But, you need to define a business before it can truly move online. The prior three Millennia created a business perceived differently by each of its thousands of participants.

Not surprisingly, chartering’s centuries-old tradition of non-definition is reflected by the wide array of company missions in the innovative cyber world. 

SUBHEAD

Different approaches

At one extreme is an all encompassing approach from pre-fixture to post fixture. Contrast this with the niche approach where particular applications or processes are handled online.  

Several factors have characterized chartering’s movement online so far:

Established incumbent players (principals, brokers, existing vendors) have succeeded where pure start-ups have not

Existing print content (news, directories, reference guides) is better left to publishing outfits as online chartering (however defined) deals with business processes. At least, for now.

Evolutionary non-disruptive advancement in business applications work better than upheavals in business practices.

More structured discrete business processes, or commodity cargo routes, are better suited to the online venues.

Small market niches and communities can be tackled more easily than “40,000 ships” and “$200 Billion of annual freight”

SUBHEAD

All about community

When you try to distill the shipping business down to its essence, it is really about “community”, defined in Parker’s Shipping Cyber-Dictionary as “a group of business partners, often geographically dispersed, who must share information, before a fixture, after a fixture, and during the negotiation of the fixture”. 

The concept worked in a clunky way during the days of cable brokers, and it worked better with telex and then fax. With the internet and the ability to assimilate digital data from varied sources, some of the successful players have taken their vision of community and transformed it online. 

The talking three years ago about saving commissions through disintermediation, or about fixing more quickly, has been replaced more talk about collaboration and more comprehensive and efficient information exchanges.

SUBHEAD

The Baltic Exchange

One of the oldest institutions in the shipping world, the Baltic Exchange, began life in the 1700’s as a coffee house where shipowners and merchants congregated. 

It has moved online with www.BalticExchange.com, with a hope of serving its members, generally U.K. shipbrokers as they move online, and, importantly, as a magnet to attract new members. 

The old physical marketplace, on St. Mary’s Axe, has now created a web-based service for exchanging brokers’ messages, sorting lists, matching ships and cargoes and even accessing basic ship descriptions from a leading seller of such information. 

Towards the end of its free trial period initiated last year, about 450 companies (half members, half non members) have been on the site, with an estimated 300 coming on every day. 

The site is also a conduit for disseminating fixture and market information published by the Baltic Exchange, including four new daily market reports that have been attracting a steady stream of users. 

The Baltic’s daily route quotes are widely referred to by the marketplace, and an online arena for trading forward freight, based on those route quotes, is expected to come online in the early Spring. 

SUBHEAD

Strategic Software

Strategic Software (www.strategic.co.uk) began life as Micro Marine with advent of the first PC's in the early 1980's. Based in Clerkenwell, in a fortress-like setting reminiscent of the Knights of St. John, it has since become the mainstay of broker packages, and crept into the marketplace for owner/operator applications. 

Last year it brought its closest competitor, Dataworks, whose founders broke away from Strategic in the late 1980s, back into the fold.  With its messaging platform and ship sorting package onboard as ballast, it launched TankerIMX last summer, an advanced system serving private communities of brokers, enabling them to post and manage vessel positions and cargo requirements with either existing Strategic and Dataworks systems, or directly through a web interface. 

The positions and cargo order exchange is supplemented by the facility to manage an online voyage file, capturing voyage data at source and sharing key voyage particulars with other parties in real-time. 

Significantly, IMX pulls in vessel data from a related company, MaritimeData, based on which brokers are able to centrally manage and confidentially exchange vessel positions with their counter-parties. 

Unlike the others featured in this article, Strategic took the decision not to develop a negotiation module.  "For the best part of 20 years we have developed technology to enable the shipbrokers to reduce repetitive manual tasks," says Peter Andersen, business development director for IMX. 

"Our ability to integrate our clients' existing positions systems with our internet applications enables our customers to reap the benefits of web-technology without having to go through significant systems changes, with the disruptions that are inherent when you migrate from an established IT platform to a new, untested system,” he says. 


Continuing the community approach, StrategicIMX launched E-Jan/DryBulkIMX, in partnership with Japanese dry bulk interests, late in 2001. 

Strategic recently announced that a sister company, Softmar, will be launching VesselOps, an integrated back-office post fixture and voyage management system, developed in partnership with the Danish operator Armada. Clearly, as Strategic spins out the operational suite, the target will be ship owners and operators, increasing the Strategic family's penetration into the segment.


SUBHEAD

A similar approach

Interestingly both the Balticexchange.com and Strategic have shied away from developing capabilities to conduct actual fixtures online. Indeed, Strategic’s Peter Andersen pointed out that earlier e-business models with fixture commission revenue have been altered to reflect a software subscription mode. 

Both have expressed the view that their customers, mainly brokers, view fixture negotiation as the ultimate core competence of brokerage activity. 

Clearly, an overlap exists between the activities of these two players, both of whom operate communities and also offer tools that can aid others in building their own venues.  

Mike Elsom at the Baltic acknowledges that, “…brokers are unwilling to use, and update, [multiple] systems…” While not offering any specifics, Mr Elsom says suggests that the problem is being actively worked at the Baltic. 

SUBHEAD

LevelSeas

In writing this article, I was fortunate in having a chance to speak with Mr. Richard Hext, the CEO of LevelSeas, a consortium of major owners and charterers and probably the best-known effort in the marketplace. 

Originally announced two years ago with Shell, BP-Amoco, Cargill and Clarksons as the original backers, the LS roster now includes more than 30 large and well-known charterers, owners and brokers. 

LevelSeas, with its headquarters near the Old Bailey in London, has taken the most ambitious approach in the marketplace, with its “Life of Voyage” concept spanning the earliest phases of a cargo requirement or ship position through fixture negotiation and recapping and then through post fixture management and vessel monitoring. 

LevelSeas, online at www.LevelSeas.com rests on two key pillars: LSX (LevelSeas Exchange) is where ship and cargo positions are managed and where negotiations are done, subjects are cleared and recaps are generated. 

LSOps (LevelSeas Operations) includes post fixture modules, collaboration features (i.e. agents can input information remotely for laytime calculations) and will eventually enable voyage calculations and execution files to interface with companies’ diverse accounting systems. 

Already, users can store their vetting results alongside vessel descriptions in the system. The road has not been without pot-holes in the development of its numerous inter-locking modules. 

In conversations with Mr. Hext, he emphasized that negotiating with firewalls, unique protocols and bandwidth issues of large company networks has been exacting and time consuming. 

On the human side, Hext points out that a certain comfort level, not earned overnight, is required in conducting mission critical processes over the internet. However, the bottom line is that “…in excess of 100 fixtures have been concluded in LevelSeas, the majority concluded this years, and the greatest concentration has been in the Capesize market on the Richards Bay to Europe routes.” 

Reflecting on LevelSeas progress to date, Mr. Hext views 2001 as a year where development hiccups were overcome and a good team was built that can talk the talk of corporate IT, corporate supply chain management and, very importantly, of bulk shipping.  

I asked Mr. Hext about negotiations online, and whether the old fashioned way was easier or not.  He was quick to point out that in the large company environment, where many people (sometimes on different continents) may have input into a charter, and complex clauses are being negotiated, the ability to provide online status reports and a collaborative platform (including within a large multinational organization) is invaluable. 

Also, once you start getting Masters, Agents and Inspectors inputting voyage info, the benefits of the online approach are clear.  Summing up, Mr Hext says, “It’s all about teams.”

SUBHEAD

ShipIQ

Another community built around cargo movements of industrial shippers, this one in the petroleum markets, is www.ShipIQ.com, originally built around the business of Spanish charterer Repsol-YPF, but now developing a stable of outside clients. 

More so than other online companies, Boston-based ShipIQ has overcome the very human problems of blending the ex oil traders and tanker veterans with the techies and Ivy educated analysts. 

Development has been ongoing since its formation in mid 2000. John-Paul Savant, an executive at ShipIQ, suggested that “ clients [both charterers and owners] seek quality information, control of the chartering process, control of confidentiality, flexibility in business process, and efficiency of documentation generation and handling.”  

ShipIQ is built around a user-friendly negotiation/ transaction engine tied to a program that can match up listed cargoes and ships. The website offers a well done newsfeed of relevant articles, market reports and thought pieces- including a recent article about fixing forward petroleum freight online, an arena that ShipIQ hopes to enter. 

SUBHEAD

AXS MARINE

The community approach is alive and well at AXS Marine www.axsmarine.com, an independent company initially nurtured by Barry Rogliano Salles (BRS), a multinational broker headquartered on the Champs d’Elysees.  

Not surprisingly, the market for large coal shipments, with commodity-like characteristics, is also a target, considering the prominent coal desk at BRS and at partner Fearnbulk. 

As both companies are spread across continents in order to work best with charterers, the ability to collaborate among offices and to work efficiently on negotiations and on post fixture follow-up has been a key driver in the development of AXS. 

According to the top man at AXS, ex-derivatives broker Fabrice DeMichel, AXS “…allows the principal and his brokers to structure and work in a dedicated private environment…”. 

The ability to sort and share lists of tonnage, for example, makes both the principals and the brokers more productive. Large brokers working with industrial shippers (such as BRS or Fearnleys) are often required to provide detailed analytics and possibly price risk management. 

Thus AXS is linked in with proprietary voyage calculators joined, in turn, to the brokers’ freight derivatives desks, where forward freight rates from the FFA market can be zapped directly into the top line of a freight calculation. 

SUBHEAD

Chinsay

Another outfit worth mentioning is www.Chinsay.com, a Swedish outfit working closely with Goteborg-based Swedish shipping giant Stena, and concentrating on fixture recaps that are in turn used to generate charter parties that can be made available online. 

Chinsay, already working with brokers in the USA and London, and with a major agent network, hints that more functionality is on the way. 

SUBHEAD

Connecting the systems

The over-riding issue with community systems is that if one e-venue does not garner the entire market (which is now accepted as a given), then how do the various systems talk to each other? 

Lurking in the background is a movement towards standard descriptions of ships and standard online chartering terms. In a fragmented industry, it is not clear who should develop these standards. 

In one camp, the Maritime Electronic Commerce Association (MECA), coming off some early success with an XML schema for procurement, has begun promulgating Maritime Chartering Markup Language (MCML), a data scheme for organizing ship descriptions, voyage files, and post fixture information.  

Standards such MCML are one of those “chicken and egg” things that most participants would say are needed, yet no one participant or group of participants would do the hard work of building them. There is a great advantage to the entire industry in having standards, most likely using XML, yet little incentive exists for any one company to develop the standards.

Balticexchange.com’s Mike Elsom says that the cooperation of all the online venues would be needed, and perhaps the Baltic, being neutral, may have a role here as a facilitator in conjunction with MECA. 

LevelSeas’ Richard Hext says, “It makes huge sense. We are supporters of what MECA is doing, as are our shareholders.” This sentiment was echoed by others we talked to.

In the words of Fritz Heidenreich, who manages the IT efforts at Heidmar (a ship operator running tanker pools that serve major oil charterers, with offices across four continents), “…we don’t want the standards for their own sake, we need to communicate with our customers and partners”. 

Philip van Bergen, MECA’s Secretariat, describes a scenario where a dedicated group, including Heidmar, have allowed their IT staff to spend time on a first draft of MCML, and what is required now is feedback and suggestions for modification and improvement. 

Since tankers are a fertile ground for the new XML chartering protocol, Intertanko is watching with interest through some commonalities of MECA’s Chartering Committee and Intertanko’s IT Committee, but is not dipping its toe into the waters, in a visible way.

SUBHEAD

The future of chartering

Where is the business going? Future trends we see are:

The business is continuing to move online. There is room for all of the players profiled here, and others, as different target segments have different requirements. 

A two-man brokerage shop has different needs than a multi-office broker which, in turn, has different needs than a big industrial shipper or an owner serving large charterers.

Alliances between specialist tools modules and bigger community sites will increase.   Heidmar, with Q88, its tanker vetting application, has linked up with ShipIQ, Chinsay and others, for example. 

Strategic’s decision to spin its offspring Softmar into a separate company may be a harbinger of modularity to come. The Baltic’s Mike Elsom says, when asked about including calculator programs into its online suite, says, “…we would not want to re-invent the wheel…” and goes on to suggest an expectation of hooking up with a “respected supplier,” if the decision is made to offer calculation capabilities.

Data exchange between chartering applications, possibly using standardized ship descriptions under development at MECA, will begin. A publisher of directory information (ships, ports, distances) fitting the emerging standards, or even promulgating them, may garner additional market share relative to competitors. 

Perhaps the Baltic Exchange has a role to play here in coaxing the information suppliers in this direction.

Data exchange with regulatory and Port State applications for tracking and clearing ships is under discussion. Protocols do not yet exist. XML standards will help all concerned.

