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DECK HEAD

How can e-procurement provide the greatest benefit in terms of purchasing from onboard? Divay Goel, our seafarer correspondent in Bombay, found out what seafarers think 

BODY

As time charter equivalent yields dip in all shipping segments, and with direct vessel operating costs hardly following the rule of gravity, there has been a pressure on ship managers and owners to justify and reduce indirect vessel operating costs, so as to maintain a healthy bottom line.

A major portion, approximately 10 per cent of vessel operating costs consists of spending on procurement of stores and spares. Procurement costs for a ship manager consist of the intrinsic cost of the spares/stores, the logistics costs involved in delivering the store/spare to the vessel and the general and administrative set up which the ship manager has to maintain ashore to manage the process and co-ordinate the timely delivery of the spares/stores.

Introduction of electronic procurement of spares and stores for merchant vessels has shown very visible signs of reduction in final procurement costs by a relatively less reduction in the logistics cost and a much more reduction in the general and administration costs. 

As the Drewry Annual Dry Bulk Market (Review and Forecast, 2001) states, “As the key area of procurement (in terms of the number of items being purchased and the logistics of their delivery to the ship), the stores and equipment cost sector is being targeted extensively by those offering e-solutions.”

SUBHEAD

Seafarer involvement 

The benefits of e-procurement in terms of reducing data entry, improving data accuracy and improving speed are well documented. But e-procurement tools also make it possible to involve seafarers much more in the procurement process, with the initial requisition generated onboard the ship and passed down the chain. 

The interesting question is whether seafarer involvement will bring in further efficiencies in the stores/spares supply process. 

Probably seafarer involvement in procurement would not necessarily reduce the costs of managing the procurement. but could definitely help identify the best-suited product-at the most appropriate time, as ultimately the purchase is being made by the user of the products. 

Involving seafarers in the procurement process also helps distil down to the lowest level an awareness of expenditures being incurred to maintain and run a ship.

We can divide the sources of demand from vessels in three segments, viz., Deck, Engine and Saloon to analyse, what their general requirements are, how seafarers can be made more involved in the procurement process, how does e-procurement help in involving seafarers and if there are any advantages in involving seafarers more in the procurement process.

SUBHEAD

Chief mate and chief officer 

Requisitions for the Deck side of a sea going vessel are generally organised by the Chief Mate. 

These generally include spares and renewables required for maintenance including pneumatic hand tool spares, steel for renewal, paints, brushes, valve seals, spares for deck machinery, crew safety wear and also general LSA (Life saving appliances) and FFA (Fire fighting appliances).

Most of the Chief Officer’s requirements are not specialised and hence, many times local purchases, without much involvement of the managing office, which saves time for everybody. 

However paints, deck machinery spares, valve seals, couplings have to be generally sourced through the head office. 

E-procurement, can in this case improve seafarer involvement by enforcing better and more systematic inventory control on board (though many Chief Mates would still like to physically check the Deck Lockers, before making requisitions instead of trying to manipulate numbers into computers). 

Better inventory management, which is also accessible by the technical superintendent ashore, can reduce double requisitions, double entries of data and also surprises.. it is not uncommon that seafarers receive stores/spares which the Chief Mate had requested for an oncoming Loadline survey, well one month after the survey has been successfully passed! 

SUBHEAD

The second mate 

The Second Mate meanwhile makes requisitions involving the navigational aspects such as charts, nautical publications, spares/renewables for bridge equipments. 

Generally companies outsource this requirement to reputed providers who, in addition to providing the chart corrections also keep track of the nautical publications carried by the client vessel and automatically replenish them when updated charts and publications as they are issued by the respective Hydrographic offices. 

However the Second Mate’s involvement in the whole process ensures that he is physically aware of any vital updates in his domain. 

This is also one area, which can be totally left to the seafarers to manage, if e-procurement and electronic communication between representatives of the supplier and the second mate/master can be fruitfully established and electronic inventories of paper charts and nautical publications can be maintained on board by the navigating officer.

SUBHEAD

Chief engineer

The Chief Engineer, who manages procurement for the engine side, is the generally the one who orders the costliest spares and stores both for break down and preventive maintenance for his main engine, auxiliary engines and other machineries under his domain as well as procurement of bunkers and lubes. Also the maximum logistics costs come from the engine side of a merchant vessel. 

He is also generally the one to spring the most number of surprises for the technical superintendent ashore in terms of sudden requirements of costly spares due to unforeseen breakdowns. His spares are important too as they are generally related to the vessel’s hire performance at sea as well as in port. 

The engine side stores and spares are generally specialised and have to be thus sourced from the original manufacturers. The logistics costs involved are thus the greatest in this case as spare parts are ‘flown’ or ‘shipped’ from far away places. 

Most companies allow the Chief Engineer a fair amount of independence in managing his requirements, and as stated before due to the importance of hire performance, unwise cost cutting or delaying spares required for preventive maintenance can prove disastrous for the ship manager in the long run. 

Seafarer involvement in choosing between different suppliers in this case is limited, because most of the times the suppliers are contracted for a fixed time period, generally for 12 months for the entire fleet, for example the same company providing lubes, welding gas and so on for the entire fleet of the company. This way bulk discounts can be possible as well as long term business to business relationships help in better interface between the ship manager and the supplier. 

However, it has not been uncommon for seafarers as end users making the ship managers aware of any low quality products being offloaded by any particular supplier. This feedback does help the ship manager while renewing/reviewing contracts with suppliers. 

Seafarer involvement in marine procurement process also ensures that they are aware of the expected date of arrival of any requisitioned spare part and can thus schedule their planned maintenance accordingly.   

SUBHEAD

The saloon 

Requisitions for the Saloon segment are organised by the Chief Steward/Cook and channelled through the Ship Captain. 

The Chief Steward’s basic requirements include food, including milk, vegetables and meat for feeding the crewmembers as well as items such as toilet rolls, bath soaps, accommodation cleaning equipments, and bond items such as cigarettes and liquor.  

Generally all companies have a fixed victualling cost per person (generally in the range of $5-$10 per person/per day), which acts as a benchmark for the Captain to budget his victualling requirements. 

As can be surmised, the Saloon side requirements are not too costly and can be easily procured locally. Local ship chandeliers are best suited to meet this demand and they offer varying attractions such as discounts on cash purchases and also sometimes sundry gifts for the seafarers. 

Generally these ship chandeliers are able to access the ship’s itinerary from the port authorities and then they send their price quotes to the vessel. 

The ship’s Captain generally receives numerous such quotes, through telex, fax and e-mail- though even the term ‘numerous’ does not justify the number of quotes one receives while transiting the Suez Canal!  The ship’s master is also generally allowed to choose between the ship chandeliers locally, without much involvement of the head office.

