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Hong Kong is a city of contradictions. Ultramodern skyscrapers where practitioners of capitalism ply their trade sit next to temples where people worship at another altar altogether. The city is home to one of the most efficient container ports in the world, yet home-grown shipping IT is only now beginning to develop credibility on the global stage. 


By all reports, Singapore, Hong Kong’s rival to the south, is more IT savvy. There, government services are available online, people can access the internet on the street from ‘phone’ booths and Portnet.com, the Port of Singapore’s port management system, has been acknowledged as one of the world’s most innovative.


But Hong Kong, having surpassed Singapore for the second year in a row as the busiest container port in the world, may soon present a significant challenge in terms of maritime IT as well. 

CROSSHEAD iShipExchange.com

IShipExchange.com, a joint venture between bulk shipping group Fairmont/Magsaysay Group, Hong Kong-based technology company Pioneer iConcepts, US-based procurement software developer Command Line Corp, Japanese trading house Marubeni Corporation and Japanese shipping operator Keymax Corporation, has come a long way, from being virtually unknown to emerging as one of the more credible operators in the market. 


This credibility has been underlined by its recently announced inclusion in ISSA’s Preferred Partner programme.


“iShipExchange is warmly welcomed as out latest preferred partner,” says Spencer Eade, ISSA’s secretary and administrator of the association’s Preferred Partner programme. “They will be the people who will be hosting the new ISSA catalogue online. At the moment they will be the only ones doing that.” 


Eade says that he chose iShipExchange because he liked “the clean look of its site and how easy it was to navigate”. 


“And how wonderful it is that they are carrying out live transactions,” he says. “That’s been the aim for so long now, to see it happening is great.”

IShipExchange’s CEO, Linda Ho McAfee agrees. “In the year 2000, we [the procurement dot.coms] were all building. Last year was about concepts, but now it’s about real business,” says Linda Ho McAfee, CEO of iShipExchange, adding, “Our product is totally alive now.”


IShipExchange’s ‘product’ is an application called ShipExL which resides both on board and in the shore-side office. ShipExL is essentially a web-enabled version of Microsoft Excel, the spreadsheet application, which enables users to send out RFQs, both from the ship and the shore, keeps historical records and stores templates.


While the software itself is simple in functionality, it has the benefit of familiarity. Almost everyone knows how to use Excel, so new users coming to the system will be able to use it quickly. In addition, it will be easily integrated with other maritime applications. 


It is currently integrated with SpecTec’s AMOS-D planned maintenance system. 


IShipExchange also provides the supplier with an application called ShipExProcure, which is designed to link up with ShipExL, and the company plans to produce another module called ShipExL-Onboard, a shipboard inventory control system, in the near future. IShipExchange stresses that ShipExL-Onboard will not be a planned maintenance system; it will be designed to link up to ShipExL so that inventory changes can be automatically updated when a purchase is made via iShipExchange’s system.

CROSSHEAD E-procurement in practice

An outstanding example of a shipmanagement company grasping the initiative is Wallem Shipmanagement, which has been doing all of its procurement online for the past two years. The system encompasses 200 suppliers in 24 countries and was developed in association with the Hong Kong-based e-procurement enabler Arena, now known as MarineLINE. 

According to Patrick Slesinger, chief information officer, Wallem had to ensure that its system was completely unbiased – in other words, it couldn’t give discounts to buyers at the expense of suppliers, but on the other hand, it had to minimise the work – in terms of data entry and time spent – on the part of the buyer. The system is therefore a means of electronic communication which streamlines the entire process for everybody involved. RFQs can be generated from on board the ships, and the data is automatically fed into Wallem’s ERP system. The vessel receives a confirmation of receipt and the shore-based procurement officer administrates the RFQ, deciding which items should go out for quote and to which suppliers. 

MarineLINE sits in between Wallem and its network of suppliers. Communications costs are kept to a minimum because most of it is conducted via the internet. The only potentially costly portion of the chain is the cost of getting the data from the ship to the shore via satellite, but even this can be minimised by batching correspondence. In addition, the room for error is reduced because data is entered only once. 
 
The benefits of using this system have been experienced by all of those involved. Wallem itself, for instance, has doubled the efficiency of its procurement system, which means that each procurement officer can handle double the number of ships and the cost associated with the procurement process has been reduced by 20 per cent. 

Wallem’s principals benefit because the system clearly shows which items have been bought and how much they cost, making the whole process more transparent. As a result, the shipowner knows exactly how much he is spending and where his money is going. The suppliers involved in Wallem’s network have also benefited through this transparency, and stand to benefit even more as electronic procurement becomes more widespread. The holy grails of reduced inventory and minimal warehousing costs will become a reality as online procurement becomes the standard.

As it stands, Wallem’s procurement system is still one of the best in the industry, and at a time when most companies are beginning to look at how they might incorporate e-commerce into their operations in the future, Wallem is in the process of rewriting its procurement application to make it even more efficient and to take even more cost out of the procurement process.  


“We are now embarking on a rewrite of our procurement system,” says Gerry Buchanan, managing director of Wallem Shipmanagement. “What we’ve learned over the past two years is that even more efficiencies can be gained.” 


In the first round, says Buchanan, Wallem halved its accounting support and doubled its capabilities. He believes that the revamped system will allow the company to do this again. 


The rewrite involves “further streamlining and re-engineering the procurement process itself” and should be ready for roll out across Wallem’s managed fleet of 125 ships by the end of the year. 


A system such as Wallem’s must be the envy of the procurement dot.coms, many of whom are still tweaking their products in the hopes that the market will take them on board. But Wallem had a distinct advantage when it set out to build its own system, says Patrick Slesinger, chief information officer and director. “I went to all of our chief engineers and master, and asked them what they wanted and overall they were happy with the finished product,” he says. “We’ve got an advantage in that we’ve got a base of end users, and the users of the system worked to implement it. How can a dot.com do that?”

CROSSHEAD What else from Wallem?

Wallem Shipmanagement, while usually held up as a paragon of e-procurement in practice, is busy with other innovative IT endeavours. 


The first of these, with great implications for crew training and safety, is its 3D Viz CAD-based virtual reality ship modelling system. This system has been around, in one form or another, since 1999, when Wallem first unveiled it, as the ‘Virtual Ship’. It is now available in its third incarnation.


Wallem is planning to create one comprehensive 3-D model for each major class of ship. It has already done one for VLCCs, one for product tankers and has just completed one for car carriers. 


According to Gerry Buchanan, managing director of Wallem Shipmanagement, there has been a lot of interest in 3D Viz from flag states, P&I Clubs and class, with regard to the ability of the system to aid in the prevention of loss through comprehensive training. 


The Liberian Ship and Commercial Registry, LISCR, has already come on board in this respect. “LISCR is the first flag that has stood up to be counted after the Erika,” says Buchanan. “They don’t want an Erika on their hands. On their ships, they’re going to be looking a lot deeper, and this system will help them to do that.”


The system, he points out, is useful for safety training, because the ship models contain every bit of information possible, including the exact locations of fire extinguishers and other safety equipment. It could be used, for instance, to simulate a fire, and the seafarer being trained would have to find his way to the mustering point. The system is an interactive one, and other factors, such as figures, panicked crowds (on a cruise vessel, perhaps) and obstacles could be introduced to make the scene more realistic. 


Wallem itself is planning on installing 3D Viz in all of its training schools.


The company is also, interestingly enough, looking into Iridium as a possible option for crew calling on board its managed vessels. Patrick Slesinger, director and CIO of Wallem Shipmanagement, explains that, at $1900 per handset, with mobility and ease of deployment and repair, the satellite phones are an attractive option. He points out that because they are portable, crewmembers can take the Iridium phone somewhere private, away from the bridge, in order to make their calls. 


It should be noted, however, that Wallem has something of vested interest in the how the rejuvenated Iridium service does. Its IT subsidiary, Elechtech, has just become a reseller of Iridium’s phones and services. 


“I’m quite happy to give them a few ships to trial it on,” he says. 


According to Slesinger, he concocted a crew calling scheme involving ‘crew cash’ and standalone kiosks. He began talking to a major land earth station operator about the possibility of bringing the idea to market, but the negotiations lost steam and nothing ever materialised. 


He now believes that he has found a solution in the form of the Iridium phone. 


“Putting PCs on board doesn’t sit well with most owners,” he says. “It’s great for a fleet of five to six ships, but when it’s 100, it’s too expensive. This is why if Iridium works, it will be a good option.”

CROSSHEAD A LINE in the sand

LINE, formerly Portsnportals.com, formerly Arena, has kept quiet for a long time, but now it is breaking its silence with the completion of several high profile deals which will go a long way towards enhancing its definition and identity in the market. 


That ‘identity’ has been very much lacking in the months since the company announced its re-branding in November 2000. People are still hard put to actually describe what the company ‘does’, but it is beginning to make some headway in this direction with the recent announcement of an agreement with apparel giant Reebok to supply an application called Order Visibility Application (OVA). 


LINE will essentially be using OVA as a foundation to build an ‘e-hub’ for Reebok, which will allow it to see what is going on with its suppliers and service providers, of which there are around 50. 


“I wouldn’t say that we’ve changed completely , but now we’re much more focused,” says LINE CEO Aaron Mak of the re-branding. “Essentially we provide co-operative logistics technology to enable companies to become more efficient.”


Mak says that the Portsnportals.com brandname was scrapped because of its associations with, obviously, ports and portals. It was felt that the ‘ports’ aspect of the name did not accurately represent what the company did, which was ostensibly about more than just terminals; and in more than one space, the word ‘portal’ has fallen much out of favour. 

“LINE – Logistics Information Network Enterprise – reflects exactly what we do,” says Mak. “Software and systems are just one part now. 


“A logistics solution to us is not just moving things; to us a logistics solution encompasses process, organisation, customer service, information technology and transport for a given commodity in a given industry.”


“We have several solutions that focus on several key industries, one of which is apparel and footwear, and the others being electronic components and  consumer products.”


It is perhaps now becoming somewhat easier to pin LINE down, now that it has some real business to talk about. The contract with Reebok is significant in that it shows that someone, somewhere sees value here. 


But it is also worth point out that a lot of what drew Reebok to LINE is the Hutchison Port Holdings (HPH) connection and the fact that “China and Asia are in [LINE’s] backyard”. For an apparel manufacturer, this particular geographical location will obviously be very convenient. 


Comments from Reebok’s CTO bear this out. “LINE’s coverage and experience in port operations and international logistics give Reebok a capable partner on the ground to help integrate our key suppliers in the Asia Pacific region.”


According to Mak, “The recent announcement about Reebok, developing OVA, is one example of building supply chain visibility. We have a framework and the work flow engine and the e-hub already in place.”


Mak points out that the apparel industry has special requirements when it comes to supply chain visibility. He says that within the supply chain for this industry, the average cycle lasts 130 days, from forecast to ordering to sourcing raw materials to component manufacturing, through to packaging consolidation, shipping and distribution to the retail store.


He points out that one glitch in this long chain of events can throw the whole cycle out of kilter, making transparency a necessity rather than a luxury. OVA, claims Mak, will allow Reebok to achieve this transparency. 


“Order visibility systems essentially allow the buyer to connect all the service providers and all the suppliers, so everybody can synchronise their supply chain demands and requirements so they can deliver more effectively,” says Mak. 

CROSSHEAD CargoExchange.net

CargoExchange, the online exchange for excess container slots, is still alive and kicking. The company, though based in Singapore, has offices in Hong Kong and Malaysia, in keeping with its Asian focus. 


According to Jeffrey Lee, chief marketing officer, there are now 14 carriers signed up to the exchange, including Evergreen in Singapore, PIL, Hyundai, Wan Hai Lines and P&O Nedlloyd Asia. 


Lee observes that “the shipping community in Hong Kong doesn’t have as high a penetration as in Singapore”, but notes that this is likely due to the fact that Hong Kong hasn’t been as gung-ho about digitalising everything as the Singaporean government has. 


At the end of 2000, Lee says that 100 containers were going through the exchange per month. However, he points out that the exchange isn’t meant to stand alone. 


“We envisage the exchange as a part of the supply chain, where the real benefits come in from other components, such as an online payment gateway, insurance and documentation,” he says. “According to Lee, two banks, ABN Amro and Chase, have already come on board for the online payment scheme, and online insurance is currently available. 


CargoExchange is still going for the transaction fee revenue model. Even though this model has fallen out of favour elsewhere in the maritime dot.com world, it is still relevant to what CargoExchange is doing. As a dot.com, proposing to insert yourself into a company’s existing business process and then asking for a cut of the transaction is going to meet with a certain amount of resistance, but because CargoExchange deals with excess slot capacity, it is asking for a small percentage of business that a carrier wouldn’t necessarily have seen otherwise. 


But now that so many liner-backed initiatives have flooded into the container side of e-business, it remains to be seen how CargoExchange, as a complete independent, will fare, although the Singaporean dot.com could actually be seen as complementary to the likes of GT Nexus, INTTRA and CargoSmart rather than as a competitor. 


“Who doesn’t want more cargo?” asks Lee. “We do find them [the carriers] more customers. We’ve got a couple of shippers that have been giving us chunks of cargo – 40 to 50 containers – and the carriers would never have known about this cargo otherwise.”

CROSSHEAD Rawmart.com

Rawmart.com, a subsidiary of the Noble Group, a shipowning, managing and broking entity, is impressive. Virtually unheard of in Europe, Rawmart has managed to build an online community for traders and buyers of commodities, with links to freight, insurance and financial institutions. 


According to Mike Mudd, CEO, Rawmart is not a trading platform; it is instead a means of getting the various players in the commodities trade to talk to each other. Rawmart does not make money from transaction fees. Rather, it charges a set fee for the privilege of posting on its boards. People can post when they have something to sell or want to find something to buy, whether it is coal, grain, chemicals, produce, oil, plastic or paper. 


Mudd claims that $400-500m worth of products have gone through the site since September 11, 2000, which is when the site launched. 


Rawmart also sells ‘shop fronts’, where companies can create their own pages, and provides listings, weather information and market indices. 


The site is available in seven languages: English, Russian, Spanish, Japanese, Korean, Portugese and Chinese.  


At the time of writing, there were 6330 companies registered on the site and 145 completed ‘eDeals’, whereby somebody’s posting leads to a completed transaction. 
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Small suppliers have their say

It is a well known fact that, by and large, suppliers fear e-commerce. Or perhaps, it would be more fitting to say that e-commerce is feared by small suppliers in particular. The companies which, according to the dot.coms, stand to benefit the most from electronic procurement, in terms of wider customer reach and more efficient operations, are also in many cases the ones which are holding back the most when it comes to change. 


The SMEs are a misunderstood demographic, on both sides of the fence, buyer and supplier. Most small shipping companies will protest that they already know all of their suppliers and that they have no need for e-commerce. 

But there is no denying that many more inroads have been made on the buyer side than on the supplier side.  Danish shipping company Thor Chartering is one outstanding example. During Digital Ship’s maritime e-business conference in February 2000, Per Nykjaer Jensen, the company’s managing director, vindicated the dot.coms’ rhetoric concerning SMEs by stating that, based on Thor Chartering’s experience with online procurement, he believes that the internet is a great tool for small companies because it does away with the need to spend time and money developing in-house tools. Moreover, he said, upgrades follow as a matter of course, so the company can always stay on the leading edge of technology. In addition, he said, Thor Chartering had indeed gained access to a larger range of suppliers and had reduced the amount of paper used in transactions. 


Small suppliers, however, remain unconvinced. I base this statement on the things I saw and the people I spoke to during a recent trip to Hong Kong, during which I visited the premises of three ship’s chandlers: Man Sang Company, Goldrich International Co and Hsing Loong Co Ltd, all of which are members of the International Ship Suppliers’ Association (ISSA). Without exception, each of these small ship suppliers told me that e-commerce was a “problem” to be solved, rather than an opportunity to exploit. 

Only then did I fully understand the true width of the gap between the entrenched beliefs of those who do the business 365 days a year and what is held to be true by big, international suppliers, by representatives of e-procurement dot.coms and by the press.

At 10 AM on a Thursday morning, I went to see William Ho, marketing manager of Man Sang Company. Given the business environment of Hong Kong, I expected to meet a middle-aged man in a plush office. Instead I found a man of barely 20 years who helped me to navigate my way round the countless boxes and crates stacked haphazardly in the warehouse, up some wooden stairs and into the air-conditioned office on the top floor. 

Three people sat manning the phones, taking orders and administrating paperwork. A bookshelf crammed full of coloured binders stretched across the length of one wall. Sheaves of bright orange paper held together with butterfly clips festooned the walls. 

I asked about the unusual decoration, and Ho told me that the orange paper served as an alert for the staff. Hanging it on the wall ensured that it would be seen and attended to. I then noticed that the fax machine was stuffed with orange paper; if a company faxed in an RFQ, it would be printed out and actioned accordingly. And then pinned to the wall. 

Ho is the head of the Hong Kong chapter of the International Ship Suppliers’ Association (ISSA). According to him, only 14 out of the hundreds of suppliers in Hong Kong have joined. Most of those who do belong to ISSA have at least heard of MarineLINE, the e-procurement initiative which used to be known as Arena, and iShipExchange, the e-procurement company affiliated with iPioneer Concepts and Fairmont Shipping, both of which are local. 

But they remain unconvinced. Ho said that the primary fear, as he sees it, is the possibility of pricing information leaking out. Nothing terrifies a supplier more than the idea of having to put his catalogue and prices online. However, as a member of the younger generation coming through the shipping industry (he is the nephew of the owner of Man Sang), he freely admitted that e-commerce will be the way of the future. 

After my meeting with Ho, I walked a few doors down to the premises of Goldrich International, another small, family-owned ship supplier. I found the company’s managing director, Ferris K Fung, nearly obscured by the stacks of paper sitting on his desk. I asked him what he thought of e-procurement.

“It’s a problem,” he said emphatically. “Each time I meet with my friends, other ship’s chandlers, we talk about this, and to us, it’s a problem.”

“We work 365/24/7, but we need 366 days! We can’t answer all the e-mails, faxes and letters,” he continued, gesturing with exasperation at the papers lying stacked on his desk and against the walls of his office. “In the past, RFQs came in on fax; but now they come in on e-mail from buyers, sometimes very large files with huge attachments.

“And are we going to have to pay for e-commerce?” he asked, voicing another major concern of suppliers.

I attempted to explain to him that embracing e-commerce might help him to reduce the amount of paper he had to go through and to unify his communications, but he would have none of it. In fact, he thought that implementing e-commerce would require more manpower at his company. He envisioned having to hire five more people just to sit and type all day in order to get any benefit at all, which is of course, antithetical to the whole premise of e-procurement. 

Fung even went so far as to say that he still would not sign up to e-commerce, even if a big buyer told him that it would not do business with Goldrich anymore unless the company joined.

“In Hong Kong,” he said, “these are small family businesses. The wife is the typist and the son is the driver. They don’t know or care anything about e-commerce.”

He said that some of his more adventurous colleagues had signed up to Arena, but had seen very little new business from it. 

“E-commerce will not give you business as a gift,” he said. “You have to fight for it.

“We’ll wait and see. In three to five years maybe, everything will be settled. But right now I can’t choose a platform. I have no idea how to choose.”

He had the air of a man lamenting the demise of yesterday’s values. “Our service is very important,” he said. “The shipowner has to rely on our company. This should determine who gets the business, not whether or not I sign up to e-commerce.”

Later in the day, I went to see David Nie, the director of another small ship supplier called Hsing Loong Co Ltd. A similar sight greeted me: crates, mostly filled with produce, and other odds and ends filling the space. 

Nie got right to the point. “E-commerce is not a good thing,” he said.

He went on to say that in order for a small company to take advantage of e-commerce, it has to put in more time and hire more people. 

“It’s interesting to shipmanagers and shipowners,” he pointed out. “Now buyers can get more quotations because of e-commerce. So competition becomes harder for us.

“The buyers like it because they can get cheaper prices,” he added. 

The only way in which he envisioned his company reaping any benefit from e-commerce was by acting as a buyer in its own turn. “We could benefit because when we in turn source, we could have the benefits of the buyer,” he said. 

So is it that these small suppliers do not understand e-commerce, or is it that the dot.coms don’t understand the needs of these suppliers? Probably, it’s a bit of both. 

On the whole, the procurement dot.coms are buyer-driven initiatives, with the sole exception of e4marine, which is a joint venture between SpecTec and Unitor. In recent months, they have been striving to extend the hand of friendship to suppliers in order to bring them on board, but it will take a long time. 

Nevertheless, progress of a kind has been made. Wouter van der Zwaag of Köpcke International sits on the board of the Maritime e-Commerce Association (MeCA), and Spencer Eade, ISSA’s redoubtable secretary, is a vocal e-commerce enthusiast. Wallem Shipmanagement has managed to convince over 200 suppliers to do business via its in-house electronic procurement system and ShipServ has brought suppliers such as MAN B&W and Ove Wrist into the fold through its work with shipowner J Lauritzen. 

While all of this is heartening for supporters of e-procurement, the fact remains that most of the suppliers embracing the internet are the big, international players. The danger facing small, local suppliers such as the ones I visited in Hong Kong is that of becoming subject to heightened competition brought about through the internet. 

One thing which Ferris Fung said during the course of our interview struck me as particularly poignant. He said that he was encouraging his children to seek careers outside of shipping and more specifically, ship supply. He said that he was too busy to enjoy his own life and that he didn’t want his children to live in the same way. 

How does one explain to him that effective use of the internet might be the release he is looking for? 
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