First customers for LevelSeas
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E-chartering company LevelSeas reports that 6 weeks after the initial product launch (July 1, 2001), it has 13 companies as paid subscribers. These are Cargill (the first subscriber), Rio Tinto, Billiton, Bocimar, AP Møller, Mitsubishi, BP, Shell, Stehn & Co, Glencore, Coeclerici, Teekay and V Ships. 

Together these companies account for 350 individual users (ie people) and cover half the total LevelSeas sales target for the year 2001, an undisclosed amount but described as being in the seven figure range for UK pounds. All of the deals are subscription deals to use the system, and none are exclusive (i.e. the companies are still free to use other e-chartering companies). 

However most of them cover operations in many different countries and some last for a number of years, LevelSeas says. No data is yet available about how much these companies are actually using the system so far. 

LevelSeas is particularly keen at the number of ship charterers signing up at the initial stage (including Rio Tinto, Glencore and Cargill).   The roll out plan is to attract charterers first, which should then lead to owners using the system followed by brokers. 

Crucially, companies do not have to take out subscriptions to LevelSeas in order to join in the communication. Normal e-mails can be sent out from the LevelSeas system. 

LevelSeas was originally established in March 2000 by traders Cargill and oil companies BP and Shell, together with shipbroker Clarksons and venture capitalists eVolution. Its original path was very rocky; it was quickly universally despised by the broking community (apart from Clarksons), who were afraid of the effect it might have on their job security; and then was completely dissatisfied with its outsource technology company, which it sacked in March this year, leaving it to start building its system up from scratch. The case is currently in the hands of LevelSeas lawyers. 

Amid heckles that it had absolutely nothing to show for itself in terms of a system, when other e-chartering companies (including SeaLogistics, which LevelSeas later acquired) were actually completing transactions, LevelSeas moved very quickly to start building, completing the first stage of technology development in July 1, with a system to manage cargoes and vessels online. 

It still managed to sign up a very impressive roster of investors during the course of 2001, going hard for the largest charterers and shipowners in the business. Shareholders include Bergesen, Bocimar, Chevron, Clipper Bulk, Coeclerici, Glencore, Leif Hoegh, Lauritzen, Maersk, Mitsubishi, RS Platou Shipbrokers, Shell, Rio Tinton Shipping, Teekay, V Ships and WorldWide Shipping. 

SUBHEAD

Purchase of Dolphin

An interesting recent development was the acquisition of Dolphin Computers, which produced the Integrated Shipping Management Information System (ISMIS). ISMIS is the foundation stone of LevelSeas Ops, a ship operations management pacakage, to be released in September 20. 

Dolphin Computers was staffed by just one man, David Barker-Benfield, who has been building and developing the ISMIS system since 1986, counting 15 continuous years of development. ISMIS is used by BP, TotalFinaElf, Bocimar, Euronav and Exmar to manage shipping. It integrates into their financial reporting systems SAP and Coda. 

Dr Kevin O’Connor, recently appointed chief operating officer at LevelSeas, estimates that it would have taken LevelSeas two years to design its own shipping operations product, let alone build it, which is why it was so keen to purchase a product which had already been built and refined.

LevelSeas is proud to claim that AP Møller (parent company of Maersk) has abandoned plans to collaborate with Strategic Software to build a competing product (until June this year) in favour of ISMIS.

LevelSeas will be putting ISMIS through a great deal further refinement. Its team of 42 computer developers, most with banking experience, will be rebuilding the user interface so it can be accessed using a browser. They will also be making the software fully web-enabled, so it can communicate with other ISMIS installations, as well as the LevelSeas system, as required over the internet.

SUBHEAD

Interface on a ship

The LevelSeas Ops will include an interface onto the ship itself. The ship captain uses a piece of software running on the shipboard PC to fill in details of where the ship is (equivalent to the noonday report). This is then delivered to the shipowner by satellite. The data is filled into an online form.

LevelSeas very cleverly sidesteps all of the complex issues associated with shipowners not necessarily wanting cargo owners to know exactly where the ship is. 

The ship’s position report is filed manually by the shipmaster into the LevelSeas system. It can be retrieved by the shipowner or manager out of the system, but access to the data is only available to the charterer if the shipowner agrees. 

Crucially, the position report is not sent automatically, as from several other systems, which gather data about the ship’s position automatically from a GPS reading. There is essentially no difference in the reporting process with the current noonday report set-up; only that less manual work is involved.

LevelSeas provides templates for all of the different forms involved as part of the shipboard software package; the ship-shore data communication is minimised, just sending the text contents of the forms. If the shipmaster fills in an outdated copy of an electronic form for a particular purpose, LevelSeas can automatically update the form templates on the shipboard computer. 
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A piece of hardware not software

In an interesting twist, LS Ops is not run and accessed over the internet. It is installed as a piece of software in shipping company offices. 

LevelSeas supplies LS Ops as a piece of hardware with software installed on it. The box has three connections: one for the power supply, one for a phone line (back to LevelSeas) and one to connect into the shipping company computer network (the unit has its own IP address). 

There are two main reasons for supplying it as a piece of hardware. The first is that access to the system is about half a second faster if it is plugged directly into the customer’s computer network, rather than accessed over the internet. The second is that companies might feel more comfortable storing their own crucial data on a system they can control, rather than in the remote LevelSeas data centre.

LevelSeas can access the hardware via the telephone connection, but access is controlled by the shipping company. More specifically, LevelSeas issues itself and the shipping company each with a separate password.

It can only gain access to the hardware down the telephone line if both the shipping company and LevelSeas type in their passwords. Further, by providing a combined hardware/software package, the customer is saved all the potential troubles associated with installing CD-ROMs. “By providing the hardware, the customer sleeps easy,” comments Mr O’Connor. 

Access to LS Ops onto desktop computers is entirely through web browsers (such as Netscape or Internet Explorer). The reasoning behind this is that it does not matter what operating system the shipping company is doing, and it does not change anything if they upgrade their operating system. 

So long as they have a web browser which works on their desktop computers (and they will need one if they want to access the internet) then they will be able to access LS Ops. 

With the customer’s approval, LevelSeas can access the system to update the ports database or forms templates as required. 

Installing complete hardware/software packages in a customer’s premise is not a new idea; Reuters and Bloomberg do the same thing, Mr O’Connor says. 
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New appointments
A number of small staff changes have recently been made at LevelSeas. Technology chief Dr Kevin O’Connor, previously head of B2B and information technology with Deutsche Bank, is now appointed chief operating officer as well as chief information officer. In this role he takes responsibility for sales and marketing, recruitment and legal functions, in addition to his previous responsibilities taking charge of the technology. 

Richard Hext, LevelSeas CEO, will now be spending the bulk of his time in contact with LevelSeas investors, as well as focussing on the overall direction of the business and defining its products. 

Tony Keller is promoted from development director to chief technical officer. Neil Chatfield, formerly senior account manager, is appointed head of sales. Lucy Glover, formerly product manager, is appointed head of LSX product development. 

David Barker-Benfield, founder of Dolphin Computers, who joined LevelSeas following its acquisition of Dolphin, remains with LevelSeas has head of research, taking responsibility for finding out the best way to develop the software. 

LevelSeas has taken great care over its development team, now amounting to 42 developers, nearly all of whom have experience developing systems for investment banks. 

It has increased the number of developers from the 28 who worked on version one, and continues to interview around 8 developers a day with a view to building the team further. “We were limited by the quality of people we could find,” he says. 

It is the team of developers which, above all, are likely to make the difference between LevelSeas accelerating past its competition and staying put. There are plenty of other e-chartering services (ShipIQ and AXS Marine come to mind) which have come as far as LevelSeas has so far, in terms of the product which has actually been built. 

However as far as Digital Ship is aware none of these have anywhere near as many as 42 developers working full time in house on the project. “We are improving at a faster rate,” says Mr O’Connor. “I would not want to be working for the competition.”

LevelSeas is no longer seen as a risky business start-up working environment by potential staff, he says. It is starting to attract staff who are looking for a more secure employment prospect than most start-up businesses could provide. LevelSeas is also offering staff a revised contract with improved terms at the end of August this year. “We need to reward the people who have put us in this position,” he comments. 

The company is currently hiring account managers, business analysts, customer support, legal and administrative positions. 
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Product roadmap

LevelSeas is developing its products along two separate channels. The first is LSX, for owners, brokers and charterers to manage their cargoes and share them as they see fit, with associated messaging capability. LSX was originally launched in July 2001.

The second is LS Ops, based on the acquired Dolphin Computers software (see above), a software system for managing maritime operations. It includes functionality to record fixtures, manage vessel movement and activities, manage cargo data recording, do laytime calculations and integrate all of this into other systems. 

LS Ops and the second version of LSX will be launched in September this year, with a target date of September 20. LSX version 2 will include negotiation tools, with over 100 changes requested by customers. There is functionality for negotiating of main terms and charter parties, managing documents and completing questionaires. 

The document centre enables quick retrieval and comparison of all the documents which have been used in previous transactions, including every version of the document. For example it is possible to take chunks of text from the 13th iteration of one document and the 4th iteration of another.

The next product roll out is a suite of analytical tools, for analysing operations.  They can be used by people involved in ship chartering to evaluate factors such as where vessels have the most laytime, or how many brokers were involved in a particular deal.  This module will be extended later this year to add financial reporting, covering vessel costs, port costs and bunker costs. 

The final vision to tie everything together in LevelSeas enterprise (see chart). The chartering office (either of a broker, owner or charterer), will use analytical tools working together with LSX for connecting together the cargoes with the vessels.

There will be derivatives tools, voyage calculation tools, market news, LSOps (post fixture management, manage vessel movements, manage laytime calculations, port disbursements), LSOps reports, LSX (online fixing) and LS Analytics, including risk analysis. “We’re going to develop the world’s coolest voyage calculator,” comments Mr O’Connor. 

LevelSeas makes no secret of the fact that all of the tools have been “grossly over specified” to make way to be used in many different ways in future. The messaging system, in particular, has been built with a view to much greater expansion in future. “I only have time to build things once,” comments Mr O’Connor. “This is a Mercedes Benz.”

SUBHEAD

Security systems

Mr O’Connor makes a great deal about the levels of security of the system, which draws from his experience as head of IT at Deutsche Bank. “You have as much chance of seeing my bank account details as you do seeing my cargoes,” he comments. 

All of the documents have what Mr O’Connor describes as “banking style” digital signature tools, ensuring that deals as signed are legally binding. “The financial services have been doing this for years,” he says. 

NEXT SECTION
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Strategic launches TankerIMX
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London based Strategic Software, which has been producing software for shipbrokers for 20 years, has launched its web-based venture, StrategicIMX, “on time and on budget.” It is backed by tanker brokers tanker brokers Dietze & Associates, McQuilling Brokerage and Charles R. Weber.
StrategicIMX is seen as a natural progression from Strategic’s messaging functionality. It essentially allows shipbrokers, charterers and owners to update each other’s databases automatically if they choose to, rather than the current e-mailing and faxing of information, which is equally tedious for the sender and recipient to manage.

The crux of Strategic’s market offering is that wants to bring technology to the maritime industry at the same speed that the maritime industry is ready to recieve it. Getting the speed right, as many companies have found to their cost, is crucial in this business. 

“The right thing to do is go at the pace that’s comfortable for you,” comments Lawrence Royston, marketing director with Strategic.  . “We can deliver the building blocks for people. Some want a house, some want a little extension on the back. That is what clients want.” 

“Anybody who thingks they are going to be rushed will find them kicking and screaming,” he says. “It is more about taking the software and using the internet for where it can be appropriately used.” 

Similar to BalticExchange.com, there are no ambitions to develop any online trading capabilities, just tools to share information and help companies manage their positions. 

The communications platform can be used either as software running on the computer desktop or over an internet browser. 

Strategic is very keen to point out that it already has a large client base (approximately 600 companies and 15,000 installations). These are all shipping companies which use its software to manage their broking and chartering activities. 

This gives it a much better starting position than, say, LevelSeas, which is rolling out a business from scratch. 

The business of e-chartering is looking very different from how it looked a year ago, Strategic says. “Last year, if anyone had said, all we are interested in is tools that replicate what we are doing today, people would have laughed,” comments Mr Royston. “Now people have realised what’s sexy is the elimination of all the tasks.”

“If you take a few of these steps out, you can touch and feel, you can see the money you can save. We can refine your life,” he says. 

Strategic has recently begun developing voyage management and vessel operations software, working together with shipping company Armada. 

It is also upgrading all of its e-mail communications software to add confirmed delivery of messages functionality. It has established a network services division, which provides computer network support to clients. 

The merger with Dataworks (May 2001), Mr Royston says, is now complete. Dataworks was originally a splinter group from Strategic, ten years ago, led by Mr Royston, who wanted to build software on Windows whilst Strategic was happy with MS DOS. 

The two companies competed vigourously for ten years. 

Strategic made the initial approach about a merger, which brought Lawrence Royston back to his old boss and then adversary, David Marais, Strategic’s founder and managing director.

“It made sense to bring it all together,” comments Mr Royston. “The reality was, I grew up with David. The only thing I’ve ever done, is work in this industry; it is the only thing that David has ever done. We know this industry.”

“I did my own things for 9-10 years, but its a real pleasure coming back here,” he says. “There’s a lot of skills here. Its a powerful combination.”

NEW SECTION
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Baltic Exchange.com

Baltic Exchange.com was formally launched at 11am on August 20, 2001, when Jim Buckley (Baltic chief executive), Peter Kitching (Baltic chairman) and Mike Elsom (manager, Baltic Exchange.com) walked solemnly onto a podium on the Baltic Trading Floor to address about ten maritime journalists. 

Coming out of the speakers was the deafening music of Chariots of Fire. The spotlight came onto the podium, the lights in the hall dimmed and it was impossible to make notes. We were informed that it was essentially a dress rehersal for a presentation later in the afternoon, which 200 shipbrokers were attending. 

The drama is entirely appropriate. The Baltic sees Baltic Exchange.com as its route to modernisation, keeping an organisation (which has been described, at extremes, as the world’s leading shipping market and an old fashioned dining club) alive, keeping onto its tradition of the last 250 years. 

The Baltic began as a coffee house, with brokers meeting over a coffee to talk about ships and cargoes. This then evolved into a full scale building, where brokers would meet and talk. But over the last few years, the meeting and chatting to talk about business has been scaled down to just a few hours on a monday, as brokers increasingly use telephone and e-mail to communicate. 

The launch of Baltic Exchange.com is crucial in the maintaining of the Baltic’s relevance in modern shipping. Although brokers no longer need a physical trading floor in which to do business,  the Baltic could well have a great deal to contribute. 

Jim Buckley, the Baltic’s CEO, describes his organisation firstly as a “market,” which is uniquely self regulated; members must comply with a strict bond of ethics, starting with the famous “our word our bond.”

The second function of the Baltic is the provide data and electronic services; The third function is providing the physical building. 

SUBHEAD

So will people use it?

Comparing Baltic Exchange.com to other maritime technology companies, it does not look particularly good. It lacks the technology experience of Strategic and the wallet of LevelSeas. The Baltic is not a software company. 

The picture is different when you look deeper. Building an online service takes much more than just technology; it needs relationships with customers to work.

In terms of customer relationships, the Baltic certainly beats LevelSeas, with its 13 customers and 34 investors. Whilst Strategic has well developed customer relationships with 600 companies, the relationship is very different to the one the Baltic has. Strategic’s customer relationship is as a technology service supplier. The Baltic’s relationship is that it creates the market structure which these companies operate within. 

It was originally part of the plan that the Baltic would work together with Strategic in developing the system, but talks went awry. This was partially because it was crucial to the Baltic’s plan that it would maintain full control over the system, ensuring that business on the system was at the same standard as day to day business between Baltic brokers.

SUBHEAD

More about the system

The Baltic has already spent £1m on its online venture, committing a further £2m-£3m, which helps brokers, charterers and owners manage and share details about their cargoes. The developer is a company called Lost Wax, which has proved itself in the UK building commercial websites; probably its most high profile site is for UK internet bank Egg. 

BalticExchange.com will also become the only source of the Baltic’s daily market information, with 48 daily price indices, and associated tools to draw graphs and plot shapes; this data will no longer be made available through any other outlet, including other e-chartering systems, until a day later. 

The Baltic argues that the price indices are often used as a pricing guide for owners to deal direct with charterers, thus cutting out the broker who contributed the information in the first place. It is fair that the data is only made available to users of the system. 

A third component is tools to trade futures and derivatives. 

The derivative trading system is the only one of its kind, developed together with forward freight agreement brokers association. Brokers will be able to trade toy money on it for the first month (the winner gets a case of champagne) before the trading goes for real. 

Under the cargoes and vessels section, the user can completely control who else can see the data. They can use it to maintain private data (ie no-one else can see it), or share it within the company or within a specific distribution list of users. They can also choose to share it with all Baltic members or make it public. The settings can be different for every posting.

It is possible to configure alerting systems, for example to receive an e-mail every time a vessel is posted on the system which you are allowed to see which might match your cargo. The system is linked to the LR Fairplay database, to provide background information about vessels. 

There is more to becoming a subscriber to Baltic Exchange.com than simply signing a cheque. Every application will be reviewed by Baltic members and checked against its blacklist, to see if any member has experience of the company not paying a commission, providing poor data or engaging in fraudulent behaviour. 

If any user of the system engaged in fraudulent behaviour or posts cargoes or vessels which don’t exist, the Baltic can simply take it off the system. “We have a reputation for quality in the physical market, we’re trying to extend that to the online market,” comments Mike Elsom, project manager for the system.

“If we let anyone use the system we could flood it with rubbish,” “Its a tool develoepd by the members to be of assistance to the members,” he says. “You play in our park under our rules and under our say so.”

Users of the system must pay a flat fee of £2,000 per year, or £500 if they are members of the Baltic Exchange. 

NEW SECTION

AXS Marine

http://www.axsmarine.com

About 30 major players in the dry bulk industry, including brokers, owners and charterers, are now active members of AXSMarine and have started posting cargoes and completing main terms negotiations. 

Backed by major shipbrokers Barry Rogliano Salles (Paris) and Fearnbulk (Oslo), AXSMarine is developing fully integrated chartering solutions, originally focusing on the dry bulk sector. 


The site has over 1,000 public positions, with 5 brokers using the system and sharing positions regularly. “We have 50 per cent of the capesize drybulk fleet,” claims Fabrice Demichel, CEO.

“The information they’re happy to make public, they make public,” he says. “Other information they can keep on a restrictive view basis.” 

 “We think we have a product which is fairly robust on the technical side,” comments Mr deMichel. “I am not aware of any other sites which are that many functions. Probably there is no match at the moment.”

The first roll out is a negotiation platform to negotiate main terms, under testing since mid july this year. 

Brokers and charterers can search for available tonnage, with many different criteria and levels of privacy. “Its an exchange, not private software,” comments Mr demichel. “You could use it as software. But you’d be missing something because we’re on the internet.”

All of the data is linked to tools such as a voyage calculator, with news services. There is also local port data. You can manage details of your own files, whether offers have been made. 

Mr De Michel stresses that AXS Marine operates as a completely separate company to BRS; there is no question about AXS revealing other broker’s confidential information about vessels to BRS. 

So is AXS Marine trying to serve or eliminate the broker? “I would put ourselves somewhere in the middle,” comments Mr demichel. “We’re making a fine line between working for principals only, where we would obviously lack the information to make transactions, and working for brokers only, which wouldn’t work because principals do want to go for principal to principal transactions.”

The funding is currently entirely subscription fee, with a possibility of introducing commisions in the future, or commissions written off against subscriptions. 

“Its a way of structuring it,” says Mr demichel. “If you just come to the site for information and the software, you pay for it. If you come to the site to do deals, you pay a commission. “The commissions would be paid on different levels depending on how much AXS is involved in drafting the documentation and so on.”

Good growth for ShipForum
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Singapore-based e-chartering site ShipForum.com currently has 674 public cargoes and 900 vessels listed on the public portion of its exchange. It claims to have installations at 300 shipping companies.

It is impossible to get any independent proof of this claim, because it is part of ShipForum’s policy not to release the identity of its clients. 

There is a solid reason for this; ShipForum’s business strategy is to create software which shipping companies can use without anybody knowing they are using it. Customers can pretend they built the software themselves. 

Henry Mytton-Mills, CEO of Aries Shipbroking and original founder of ShipForum, is sceptical about any maritime technology company’s ability to persuade shipowners, brokers and charterers to use a generic system they are unable to call their own.

“Every shipowner thinks that they have a unique capability,” he comments. “You can’t say, ‘sorry guys, this is all wrong.’ I don’t think there are many people in the industry who want to be told that whatever they are doing has to stop.” 

Mr Mytton-Mills words are not music to the ears of management consultants; indeed they are likely to be music to everybody else’s ears for precisely this reason. “In shipping 90 per cent of the market is sentiment and 10 per cent is fact,” he says. 

This leads to ShipForum’s philosophy of letting clients use the software in confidence. The ShipForum logo will be nowhere to be seen. 

“What ShipForum has said is here are the tools, we can give them to you, so you can enhance your specific uniqueness to your clients. 

This is the only way that we can become part of your organisation. 

We’re providing the tools that they can use.”

Licensees of ShipForum can differentiate the products and services to their own clients, integrating it with their own brand and existing business tools. ShipForum hopes that it can go one step further, and actually help its customers to differentiate themselves.

Although different companies can be using ShipForum and pretending it is their own software, behind the veil powerful tools are at play. It is, of course, easy to connect systems of different shipbrokers together if the companies concerned choose to, enabling them to share or barter with any information they choose. It n effect, it is a neat shortcut route to creating a public exchange.

“I’ve watched this industry pull some very interesting stunts over the past 25 years, but nothing can surpass the copious amounts of tripe being bandied around about the values of e-Shipping,” says Mr Mytton-Mills.

“I realise the industry is having to come to terms with the inevitable shift from traditional shipbroking methodology, but then I am a shipbroker myself. If anyone is going to be afraid, I should be.” 

The main reason why shipbrokers are so afraid of technology, Mr Mytton-Mills believes, is because of they think it might take away the control they have over their business. This is another justification of ShipForum’s strategy of selling software solutions wholesale to shipbrokers which they can configure in whatever way suits them. 

“As soon as one or two major players are shown to have taken a major advantage by having these tools things will start moving,” he says. 

One major client is Ahrenkiel Group, Germany. “We took a long hard look at the offerings within the industry before we were encouraged to start using ShipForum,” says Christian Ahrenkiel, company owner. 

“We see the trading platform as having particular use for volume spot business, for which individual brokers do not have enough time to manage effectively,” he says. 

“From the owners’ perspective, we see real benefits using the voyage management tools, which relieves the operational workload as well as giving us immediate access to information online. 

“Realistically I don’t feel that Ahrenkiel is doing anything more than improving its chances of competing more effectively in a global marketplace,” he says.  

SUBHEAD

The ShipForum story

ShipForum is unique among shipping software/internet companies is that it originally grew from a tool developed for a company’s own purposes and then put on general sale; (the only other example Digital Ship can think of is Ulysses Systems, which has software originally developed in house for Lyras Shipping).

“We wanted to increase our profitability at Aries Shipbroking,” says Mr Mytton-Mills. “We couldn’t cut our costs any more, so we had to improve our service. We looked for ways to provide additional information to our customers and deepen our relationships with them.” 

Soon Aries was using the software it had developed in its offices in Singapore, Jakarta, Bangkok and Sydney. It saw the service it provided as a kind of outsource freight department for traders, more than a conventional shipbroker.

ShipForum currently has about 25 staff, of which about 16 are in Singapore and 9 in Australia. The company describes itself as “highly consultative,” i.e. the staff spend most of their time out talking to clients, rather than developing software. 

ShipForum gears its product offering around two different tools: a shipping exchange for cargoes and vessels, which can operate privately or publicly (or a mixture of both), and a range of voyage calculation tools.

The voyage management tools includes calculation tools for Voyage estimating, schedule management, freight management, disbursement management, bunker manager, hire manager, voyage analysis. 

The fee is a licensing model; upfront fee plus annual hosting. 

