Alex,

Great stuff, as always. I think you make all the right points here. The only concern really is time. Have you read the speech to the wall yet to find out how long it is? If you have time to spare, I think you might tack on some sort of conclusion, as it seems to come to  an end rather abruptly. If you don’t have time to spare, then I suggest you put in a conclusion and take out the following section, starting with ‘One can purchase a book on the internet . . .’ and ending with ‘each era has its renaissance’. 

Your speech is basically a refutation of the value propositions of e-chartering, as they are stated today; you might finish with what you think will be the value of e-chartering, which you appear to think is transparency and data sharing. Maybe unify these points in the second half of the speech. This is pretty much what you’ve done already, but the bit about brokers is, I think, a little bit out of place. This could instead be inserted in the section starting with ‘There will be no significant cost savings from web based chartering.’ You list the various so-called value propositions here and then explain why they are bogus; ‘broker disintermediation’ could be listed among them. Having done that, the end will be more cohesive in its argument of how e-chartering might or will realistically happen. 

Of course, you don’t have to take any of this on board. I’m just being picky. I’ve got my editor’s hat on at the moment, as I’ve been working on our staff writer’s stuff all morning. Feel free to disregard!

Dolly

Ladies and gentlemen,

First and foremost, I’d like to thank Erik Ranheim and Intertanko for the opportunity to speak here today.   This is a challenging and interesting subject that will affect if not this generation of maritime professionals, then certainly the next.

I’d also like to thank CR Weber and Shippingbabes.  

Were it not for Shippingbabes, 

· a site dedicated to the irrelevant and irreverent of the maritime industry, 

· and Johnny Kulukundis, whose sense of humor and dedication to maintaining the site has allowed us all a place to vent, 

Erik Ranheim would not have seen my occasional forays into the maritime e-commerce debate and I would not have been invited to the party.

And therein lies the point:

· The dissemination of information.

There are so many issues to cover when discussing the use of web based chartering platforms, that the best I can do within the time given, is to focus on the issues as they affect me rather than generalize.

· One can purchase a book on the internet;  we can read reviews, decide if we like the subject matter, log into either Amazon or direct to a bookstore, give our credit card number and purchase the book, for delivery either by post or by courier. 

· We can increase the personal risk by purchasing clothing;  we know our own size, we know in advance what the color will be, and we are willing to risk the nature of the cut, with the knowledge that if it does not fit we can bring it to a tailor or seamstress for adjustment, or if not, return it.

· We can go further, order spare parts;  an engineered product with a specific use and a unique serial number from an accredited manufacturer.  Non-delivery could have profound negative effects on a business, for example, bunkers or in extremis, tail shafts.

· And the nature of stock market risk has been altered forever by the ability to switch in and out of investment risk with the push of a button, reducing the information gap and increasing beyond all recognition investor risk profiles, and thus expected investment returns for global industry.

The internet is as fantastic today as:

· Sears Roebuck?  They’ve had mail order for, what, 100 years?  They sold The Farmer’s Almanac upon which entire communities based their harvests, clothing AND John Deere tractors.

· Merrill Lynch?  They brought the stock market to the individual through a global retail network.

Each era has it’s renaissance. 

But what about the intangibles of “freight”?  What of the truly complicated parameters that affect this global industry?

Web based platforms, as they exist today, or rather, as I have been shown, are doomed to failure.

But let me state clearly:

· I believe that web based chartering will happen.

· I believe web based chartering will not happen as envisaged today.

· And I applaud, above all else, the public intellectual risk e-chartering companies are taking.

Let me give my strongest view on this first:

There will be no significant cost savings from web based chartering.

· Reduced commissions.  As the market adjusts each year to WorldScale’s revised costs, so too will the market adjust to reduced commission structures.

· Reduced man hours.  Unless there is a radical redesign of the chartering and post-fixture operations work flow, a web based platform takes more time to work than the phone and should be considered, even conceptually, another work tool.  Whether we type our negotiations or discuss our negotiations over the phone, the time we take doing so is flexible and a function of the individual rather than the system.

· Reduced paper.  Charter parties and charterer terms change comparatively infrequently, and most wet chartering now contains a charter party administration clause where the actual signed charter party is no longer even required.

· Access to charterer terms.  Already have the easily accessible terms, already in our own, in-house designed system already modified for our own use.

· Transparency.

Ah.

Transparency.

Now you’ve got my interest.

And herein lies the burning issue.

Transparency depends on the dissemination of information and who controls it.

I will digress for a moment:

A fairly well known business strategist by the name of Stuart Grant specifically uses the VLCC market as one in which there is 

· little or no supplier power

· little or no product differentiation

We are price takers, and cannot influence, at least individually, the market, unless extraordinary circumstances occur.  The inventory of a tanker is the space of its tanks, its speed the production curve;  what makes one empty tank different from another?  A void is a void.

One has to build supplier power and product differentiation, and that requires personal and professional relationships.

This is, thank God, an industry where squared shoulders and a firm handshake still matters, where millions of dollars are committed on a phone call, and trust is so fundamental as to have attracted most of us into this industry in the first place.

So, how does one build that relationship?  How does one differentiate one’s void spaces from another’s, and become an integral part of an oil company’s or trader’s program while maintaining both commercial and technical management control?

The only way to do that is to:

· deal directly with the client in developing logistical solutions to their transportation or trading requirements  rather than offer a simple, and often antagonistic, transportation service

· create value where none existed before through innovation and expertise 

· be visibly better than the next transportation company, and by visibly I mean get the chartering manager on your ship as often as possible so they can visualize what you are talking abut

· put your money where your mouth is by having the best built and best maintained ships, manned with the best trained crews who get the best food, make great salaries, are respected as agents of the company, and are given the responsibilities and opportunities afforded to any other professional

· be accountable

So, if I place the responsibility squarely on the shoulders of the owner, what value the web based chartering platform?

· I envisage chartering platforms owned by the oil major or trader where a specific cargo will be worked with a limited number of chosen ship operators.  

· I believe it will be initially through blind tender, but I hope that the ship owning community will not allow this as it will spell our downfall;  

· as the oil majors and traders  could conspire, either directly on their own sites or indirectly on, say, an OCIMF site, to maintain rates down, so too we should ensure we do not to allow ourselves to be entrapped by nothing more than electronic market manipulation.  

· I envisage that it will eventually become an openly transparent bidding platform where each participant can see the others’ bid and has the right to bid up or down as they see fit;  many participants, rates go down, one participant, name your price.

· Ultimately I believe it will be where two principals will be able to find a common work space, or, rather, filing cabinet.

Is the broker doomed?

No.  And no again.

What I envisage is only one possibility in a large universe of possible permutations of what could happen.  

Entrepreneurial spirit, and the desire to break the limitations of providing simply transportation services, together with the oil major or traders desire to have access to logistic solutions, will transcend the platform upon which details of a transaction are executed.

The only statistic that I can say that would substantiate this is about 80% of all fixtures are private, and if we are to become a part of the program, we really want it to stay that way.

As they have in the past, and as they will in the future, the relationships between principals will continue to strengthen, and the whole e-chartering debate becomes moot.

And this is the final point. 

We openly say that we wish to do away with the broker.  I do not, for a very specific reason.  

Regardless of what we may think, financial gain is incentive enough to ensure the deal gets done, regardless of the owner or the ship or the oil company or trader.  

Like smart money will follow good management, smart brokers will cultivate long term relationships with good principals, and if they are not involved in the mechanics of the deal, they will provide in essence clearing house services, a grossly underestimated value added service, which involves, above all, the dissemination of information.

Where the web based chartering platform fails, the traditional broker will blossom by;  

· maintaining the unwritten rules of chartering, much as the Securities and Exchange Commission maintains the explicit rules of the equity and debt trading

· disseminating information much as the New York Stock Exchange big board provides investors with up-to-the-minute stock prices

· keeping the conversations going, regardless of the actions of the two principals, thereby maintaining as liquid a market as possible

And all the while being someone you can yell at, complain to, share a laugh with for the paltry sum of 1.25% of the value of the transaction, significantly less than the value of the 0.3% in transit cargo loss we ask our clients to absorb on each voyage.

