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Bunker procurement portal OceanConnect is reporting enormous growth. It closed 486,924 tons of business in the second quarter of this year, up from 100,196 tons in the first quarter and 24,425 tons in the last quarter of 2000. In the month of July 2001 alone it closed 230,926 tons. 

The business closure rate is also growing dramatically. In the third quarter of 2000, only 7 per cent of business quoted on the site was actually concluded. This rose to 35 per cent on the fourth quarter 2000, 58 per cent in the first quarter 2001, 64 per cent in the second quarter rising to 81 per cent in July. 

OceanConnect is particularly happy with the closure rate because it is higher than for most offline (i.e. traditional) bunker brokers. “The highest offline broker rate is about 60 per cent,” comments CEO Tom Reilly. “That’s a reflection on the value that online purchasing brings.”

OceanConnect is backed by oil companies BP, Shell, FAMM (a joint venture between Texaco and Chevron in marine fuels and lubricants) and Nippon Mitsubishi, with traders Marubeni International Petroleum, Peninsula Petroleum and Argos Oil. Other investors include shipping companies P&O Nedlloyd, Eletson Corporation, Keystone and Stena Bulk, with bunker brokers H Clarkson. 

A major boost to online sales was the joint marketing and services agreement signed with investor Clarksons Bunker Group in April this year. Through the agreement, Buyers purchasing through Clarksons can ask Clarksons to negotiate the deal over OceanConnect on their behalf. Conversely, buyers purchasing through OceanConnect can ask Clarksons for advice about particular suppliers or for post-fixture advice. 

The strategic alliance with Clarksons was not in the original business plan, Mr Reilly says; it resulted from many customers asking if they could go online and offline with the same company. It is not exclusive either; OceanConnect is talking to other offline (traditional) brokers with a view to involving them in its activities. 

SUBHEAD

So these auctions work?

OceanConnect is outstanding among the shipping internet companies Digital Ship talks to, in that it has stuck fast with its promise to build online auction tools and create public marketplaces which grow in value with the number of users. 

Whilst most other companies have turned their business models around to replicating the way business is done already but using an online tool, OceanConnect has stuck firm to its ambition to change the way business is done. Hence the reverse auction. 

The mechanism of reverse auctions is simply that the buyer puts in details of what he wants to buy and the suppliers bid on it, with the best bid winning the business. 

OceanConnect is actively looking for other online transaction mechanisms which could work. “Someone can offer to sell online, or we could have stages of a negotiated transaction. They can negotiate one to many transactions,” says Mr Reilly.

Many other e-procurement companies, frustrated by their inabilities to build public marketplaces, have rebranded themselves as software companies, selling technology which can be used to automate private trading networks. Not so for OceanConnect. 

“We’re not a software company,” states Mr Reilly. “Microsoft and Oracle are very good at that, we don’t want to compete with them. Out model is to add value for the commercial sector of the maritime industry.”

If there are any losers at all, it is the bunker purchasing intermediaries, which OceanConnect users find they can go over the heads of. 

“We have larger buyers who traditionally would buy through one or two intermediaries. Using our system, they can deal directly to four major oil companies and three independents with one click.”

Buyers which traditionally used the same suppliers all the time, because they trusted them, typically continue to do business with the same suppliers when they move over to OceanConnect, he says.  However there are many examples of new business relationships being created over the system.

“I do know anecdotally, there’s a number of suppliers who say, I’ve never done business with that supplier before, I know suppliers who say I’ve never seen that customer before,” he says. 
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Adding value to the deal

At the most basic level, OceanConnect’s business strategy is to add value to process of purchasing bunkers by improving the efficiency and speed. Buyers can contact all suitable suppliers immediately for quotes, rather than have to telephone them all individually. 

It is easy to see the value of an auction at major bunkering ports such as Fujairah, Houston and Rotterdam, where it can enable a rapid comparison with multiple suppliers, but what about smaller ports where there might be only 3 suppliers, and a one minute phone call to each one is enough to ascertain who has the best price?

Mr Reilly claims that OceanConnect has still been able to add value to a transaction purchasing bunkers from a smaller port, mainly because of the other services it offers. “A number of buyers have come to ports such as Seattle, Gibraltar and New York, saying they want to buy online,” he comments. 

Handling the logistics of getting bunker supplies onboard vessels is an interesting issue. The next level, Mr Reilly says, is to reach a point where there are competitive advantages to keeping everything online.

There are also plans to develop more information services. “We think our information on our site is going to develop in line with our commercial growth,” he comments. “For example, no other information service has real time pricing on it. That information is going to be very important.”

Another big lesson OceanConnect has learned is that the value of the service which customers can get out of it grows with practise. “When people who are familiar with the tool interact online they derive far more value than someone who simply puts it on autopilot,” he says. “We’ve seen that the people who actually worked hard to develop skill sets online have reaped the greatest benefits.”

The learning curve of e-commerce tools emphasises the importance of learning to use them as soon as you can, without waiting to see what’s going to happen. “Whoever gets in on an early stage is definitely using e-commerce to their advantage,” he says. 

