E-procurement: Does the buyer dominate the equation?

One of the reasons for the failure of Setfair appears to have been its strategy to focus heavily on the buyer side of the ship supply market. But a good balance is what makes the difference

It is mainly the larger shipping companies that reflect the ‘success’ of the one or other e-procurement venture still on the market. Names are used as advertising labels to convince the reluctant potential customer.


The suppliers, on the other hand, unless they are MAN B&W, are handled in numbers. They are somehow taken for granted, even, but for the development of an extensive e-procurement network their needs should be regarded as vital. Has the focus of the industry been wrong?

Wrong angle?

At the Seatrade conference at Europort, Gregor Ross, alliance and partnership manager of e-procurement failure Setfair, cast a look back and delivered his analysis of things. Before starting on the actual issue, he said that although the winding up of the company was pretty much complete, there were still considerations to use part of the technology and effort to continue an e-procurement concept on a smaller scale.

Mr Ross said, “contrary to some press reports Setfair did build a working system that was indeed used for live trading by more than one paying customer. Whilst it is fair to say that this was a ‘heavy’ solution with an expensive technical implementation and customer relationship management team supporting it – time to market and cash burn were not the over-riding factors in its failure.

“It is my personal view that Setfair’s main problem was that we were offering the wrong product at the wrong time to the wrong target market.

“A wrong target product in that by offering a centralised solution to all customers we necessarily require the trading partners to change their business practises and make some compromises on functionality and performance.


“At the wrong time in that we expected the customers to take a leap of faith in adopting what in essence was a new and unproven solution, something the vast bulk of the maritime buying community was not prepared to do – no matter how strong the pedigree and how good the backing.


“And the wrong target in that we concentrated very heavily on selling that solution to the buyside, i.e. the ship owners, managers and builders.


“Setfair, along with other ventures was focussed very heavily on building buyside liquidity. We spent considerable effort, time and resources attempting to recruit ship management companies, ship builders and port authorities to the Setfair business model, with little return for those efforts.


“Within the last couple of months of Setfair’s existence we changed that focus to the supply side of the community with surprisingly good results. Recruiting over 150 suppliers in a matter of weeks.”

The buyers

Looking at the supplier side for once, as it has apparently been neglected in certain business strategies of the past, there are certainly similarities in the needs and wants. Of course, the biggest gap between buyer and supplier is that one party is aiming for cost savings whereas the other is trying to increase its profit margin, at least ever so slightly. 

The recent Fastwater e-procurement survey, commissioned by MarineProvider is entirely focussed on the demands of the ship owning / managing side. The survey analysed 22 ship owners in regards to their e-procurement strategies and one clear trend given is that “over the next two years 80% of the companies in this study not yet using e-procurement will begin such use.” 

One of the main reasoning behind the implementation of e-procurement services is apparently the wish to “streamline” business processes, whereby a full integration with existing in-house systems is wanted. As mentioned above, companies are very reluctant to implement new technologies if it means a total change of familiar processes. To increase connectivity whilst maintaining an interface the buying staff is used to, is desirable. Having to bin the existing purchasing software and spend more on a replacement that does pretty much the same job, is not.

The most important concern for ship operators is, unsurprisingly, to decrease cost of spares and supplies. In fact, 86 per cent of the respondents identified this a key objective. Decreasing purchasing costs and minimising the need to re-key data, both prove to be major concerns among the respondents. 

As for the buyers’ expectations, nearly 80 per cent of the respondents seriously hope for a reduced process cost, whereas just over 55 per cent are counting on lower prices. Looking at the low profit margins on the supplier’s side, this may prove a bit of a soar point.

The suppliers

If suppliers have to put up an initial (or ongoing) investment to sign up to or even integrate with an e-procurement provider, this could well be reflected in higher prices. Therefore, an agreeable solution to both parties has to be found. One hint here is that relationships aren’t exclusive and suppliers and buyers both have a multitude of contracts and specific relationships with the other side.

David Maton, e-services manager with Sigma Coatings, says that the first step towards a successful implementation of an e-procurement strategy for his company is to “get the data right.” The quality of data coming in via requisitions is not yet at a level that makes it sensible to fully integrate Sigma’s in-house sales system with an internet hub.

Also, a broad range of customers, from small local businesses to global corporations, may require a variety of solutions, so that Sigma is both willing to look into new technology to satisfy the needs of some, but also maintaining the ’usual’ way with others. It all depends on the individual purchasing profile of a customer.

Mr Maton says, “We won’t do anything that’s detrimental to our customers.” Therefore, Sigma Coatings will support any means that is required: e-procurement via a third party hub or an own portal, EDI, telephone and fax.

This is reality. E-procurement won’t be the only means for purchasing spares for a long time, if ever. Although technically, it is possible, there are still many non-technology factors determining the choice of procurement technology. 

