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Economic pressure to maximise business efficiency could be the major factor in encouraging shipping companies to use e-procurement, says Harry Gilbert
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“E-procurement in the shipping industry is not working,”commented Harry Gilbert, director of Wallem Shipmanagement, talking at the Seatrade London Procurement and Partnership Workshop,” Sept 16, 2003. 

“The fact is that e-procureement will work in the shipping industry as it can in any other industry given a change. Perhaps economic necessarily is the factor, which will force the shipping industry to embrace change.”

“Most companies are so compartmentalised they don’t realise that by improving information flow between the compartments they will save money,” he said. 

“A good e-procurement system allows unnecessary cost to be taken out of the supply chain. The Wallem system has tripled the number of ships each buyer handles.”
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Accuracy

The key to a successful requisition is that it should be a complete and accurate as possible when it meets the ship, he said. 

Mr Gilbert told a number of stories about shipping companies who have made embarrassing errors due to mistyping purchase orders. 

“One company I worked for used to retype all the orders,” he said. “One person ordered a 50mm spanner, and then it was transposed to a 500mm spanner. No one noticed until the supplier said it would have to be forged specially.”

“Paul Getty said that people are too busy earning a living to make money. I’ve come to the conclusion ship ownwers are too busy trying to make money to make the most of it.

They are obsessed with bringing down the ships overall operating costs, but forget how much store staff cost.”
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Selling e-procurement

“The list of dot coms that have merged or gone to the wall is testament to the fact that shipping is no easy sell with information technology– the term fridges to Eskimos comes to mind,” he said. 

“I’ve reached certain conclusions,” he said. 

“When business is going well the last thing anyone wants to do is implement change,” he said. 

“For any strategy to be successful it must be championed by the person at the head of the organisation. Managing change successfully is a major challenge. Paying lip service to a new strategy will not encourage change.”

Mr Gilbert said that some of the problems with convincing shipping companies to use e-procurement comes down to the specific individuals in an organisation.“When selling e-procurement, you have to convince 3 people,” he said. 

“First is the technical director who is normally fairly ambivalent.”

“The first real challenge is the head of purchasing who invariably considers his team to be the best at what they do, they can buy something cheaper than anyone else.”

“Their idea of quality is the ability to squeeze the supplier until the pips squeak.

Some buyers squeeze the supplier and then ask him to deliver to the other side of the world without considering the freight costs. I’ll give you three guesses about how he gets his money back.”

“Then there’s the financial director. Financial directors normally have strong attachments to their own accounting system. 

“People protect themse4vles by developing systems no one can understand,” he said. “Anyone who has tried to change the way the financial department works is in trouble.”
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