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Shipping was the first global industry long before the term “globalisation” came into vogue in other industries. The nature of the industry meant that the “assets” were always “floating” across the globe. To provide effective service to this industry one had to be close to the customer as well as to the ships and the employees on board. To add value to customers’ business process there was a need  to understand the environment in which their business was conducted and deliver the same high level of service seamlessly across all time zones and at all times. This needed offices around the world.

This global presence, coupled with the uniform quality of services, was also the main protection against localised business cycles and a source of competitive advantage in times of flux.  The business relationship between the owner and the manager was based on mutual trust. 

The Change Drivers

Things were bound to change and eventually they did. The enablers of this change were many but probably the most important has been the role of technology. 

Technology

IT, introduced as a productivity tool,  changed the future of the business irrevocably.  Enabled by the e-infrastructure, business processes were “wired”, transforming them from slow and sequential activities to processes that act as dynamic growth engines. This blurred the distinction between local and global. When the innovation process is reengineered to take advantage of all that wiring can offer, the new process is non-linear, cutting across all functions and processes, in turn spawning new innovations.

The rapid development of information technologies that enabled efficient information flow between ship and shore, and, to a greater extent, increased automated operational processes transformed the traditional model further by transporting the shipboard decision making largely to shore-based establishments.  

Effective communication is today not only a crucial IT productivity parameter but also allows us to be close to the risk and capture and analyse information in real time, enabling effective control and boosting productivity. IT based planned and preventive maintenance software ensures proper risk management and boosts safety at sea. The global offices are today ably complemented by state-of-the art communication systems.

The ship managers are entrusted to manage assets of enormous values on behalf of their principals and trust is no doubt one of the prime factors for building this loyalty. A situation where pretence, deceit and confusion are absent will facilitate the development of a trustful relationship. Technology changed the definition of trust from being relationship-oriented to one that depended more and more on demonstrable, measurable performance reported with full transparency. This transparency is equally important in the relationship of all parties along the supply chain. 

In a traditional trading cycle, the seller offers some sort of incentive to the buyer, such as discounted pricing. In the e-business economy, the situation is slightly different. It may turn out to be:  “If you cost me less to do business with, I will give you a lower price”. Everyone then has the same opportunity to earn that lower price if they can behave in the same efficient manner.

Therefore, whether we are playing the role of buyer or seller, it is important to eliminate inefficient business practices and create a more efficient supply chain, essentially a system governed by the principles of transparency. By eliminating confusion, complexity and unnecessary cost, we create a transparent service environment. E-business infrastructure acts as a facilitator here too, enabling total visibility of not only the supply chain but also the entire value chain of shipping. The more visible the value chain, the greater opportunities exist for us to impart additional customer values, hence creating competitive advantage.

E-infrastructure does not only facilitate business transactions. It also facilitates knowledge sharing and knowledge creation. A sailing vessel is no longer an isolated work place. E-learning allows training at the seafarer’s choice of location and time whether they are on leave or on board. Seafarers can share their experiences over a web forum to gain new knowledge and insight. Through increased exposure to the macro knowledge base on the web, staff are more likely to expand their horizon of thinking and acquire a more diversified package of knowledge. 

Changing Customer expectations

Until the early 1980’s, the independent ship management business grew rapidly because many ship owners were suffering from high operating overheads in the face of a depressed freight market and  outsourcing of the vessel operation to a ship manager was seen as an effective method for reducing operational expense.  As ships become safer and their arrival more or less a certainty to be expected, public perception to seafaring changed from being accepted hazardous ventures to regular transit passages. Any form of mishap became an exception.  The expectation of safety at sea heightened as the industry confronted new challenges. 

A distinction was established between ‘investors’ who were in it only for the return and ‘entrepreneur managers’, the term for people who not only put their money in but also followed the process to ensure returns and deliver value. This brought into focus the value shipmanagers added to the process.  This value depended both on the service and on the customers’ needs.  For instance, a specialized crew with exceptional experience and skills in a particular type of cargo could be crucial to fulfill a charter party requirement worth millions of dollars. 

New values were difficult to come by in a traditional industry but old and proven values could be extended, modified and adapted to an ever-changing business environment.  

But value creation must centre on core competence, yielding true values based on quality service, which consistently exceed customer expectations.  There is the tendency to create false values in the process of searching for market breakthroughs.  

Uniform and globally standardised quality could be delivered only through the willingness to share, wherein modules of excellence could be replicated. Furthermore, service levels are not connected with the market situation from the customer’s point of view. Quality thus became linked to branding and was extended to long-term quality, delivered globally and consistently, and customized to the particular needs of the customer. 

Tools like knowledge management could be used to digitalize such personal knowledge and gain true economies of scale. Only corporate values could ensure consistent performance, and the leadership and  management style thus evolved as the differentiator of quality of service and the reputation of the manager. 

Thus, customer expectations gradually guided the industry to look at the whole supply chain rather than to define quality, transparency and efficiency individually. This was the only way risks could be hedged for all concerned. 

Regulatory Environment 

Due to the absence of any entry barriers and minimum requirements, a proliferation of independent ship managers began by the late 1980’s and the need was felt for an industry code of practice. In 1989 the top executives of five leading independent ship management companies joined together to draft the code of practice,  which  included a mechanism for independent verification to ensure quality, professionalism, and integrity in all aspects of a ship management operation and was the basis for the formation of the International Ship Managers Association (ISMA) in 1991.

With the advent of ISMA, quality assurance became a buzzwords and vessel owners, along with others who used shipmanager’s services, began to draw a distinction between the mavericks (whose days were now numbered) and the responsible, professional shipmanagement companies.  The industry could finally make a distinction between managers, and began to acknowledge the value of ISMA- certificated shipmanagers.  Large and traditional ship owning institutions began to entrust their vessels to shipmanagers with the objective of not only reducing operating costs, but also improving vessel turnaround, efficiency, and long-term asset preservation.

The second wave of regulation came in the early 1990’s when the International Maritime Organisation (IMO) began its campaign for Safer Ships and Cleaner Seas.  This IMO initiative culminated in the drafting and approval of the International Safety Management Code (ISM), which first became effective on July 1, 1998 and is now considered fully implemented for every type of vessel. During the same period, the Standards of Training, Certification and Watchkeeping Convention (STCW 95), aimed at structured shore-based and shipboard training was also fully implemented. With the shipmanagement process heavily regulated and monitored by various authorities the shipmanagers’ role, in respect of their core function to ensure safe and timely transportation of cargoes from one end to the other, did not change. What changed was the traditional perceived value that ship management companies added to the shipboard operation process.

The latest and undoubtedly most significant regulation to affect the industry is that of “security” – a regulation aimed more at preventing risk to shore than to the sea and the ship. Past regulations have been directed at minimizing the risk to personnel onboard and to the maritime environment. This latest regulation however, places the onus on the ship to minimize the threat of terrorist attack on shore property and personnel. A true break with the traditional role of shipboard personnel and ship managers ashore – terrorism is a global issue and thus requires global control mechanisms and management. Consequently, no ship operator can afford to say it is not their problem and neither can the seafarer.

Quality and safety management onboard are thereby extended to enjoin with those  activities at the ship / shore interface to provide a more seamless control of personnel onboard ship and those trying to board or leave the vessel. Objectives that have, in too many cases in the past, been neglected or hindered by the “not my problem” attitudes of officialdom ashore and personnel onboard – once properly achieved this control mechanism will aid the globalisation standards of the industry.

Personnel

The traditional roles of the seafarer and the manager ashore have changed significantly and so must the method and content of training of all personnel change to meet the new challenges. Traditional seafaring skills of interpreting and acting to counter outside influences must be retained, but they must be complimented by equal if not greater skills in utilising current and future technological innovation.

Regulatory imposed training in the shipping industry only concentrates on the seafarer. Whilst not proposing the same or similar regulation for shore-based staff, we must accept and not neglect the importance of high levels of training that are essential for the modern management teams ashore. Centralised management means that understanding of business practices throughout the world is an essential role of today’s manager; he cannot rely on an office manager in each area to perform those duties and therefore must be conversant with them if he is to be successful.

Training regimes must be adapted to suit the role of today’s and tomorrow’s seafarer and manager.  The efforts of the International Maritime Organization (IMO) in improving and standardising training for seafarers worldwide is commended - however, it must not stop at this level! The entrepreneurial manager will invest in further training of both his sea staff and  his shore management staff to enable all to meet  technological change driven by the commercial markets as well as the regulators. Such additional training, beyond STCW, is essential if added value to all services offered by the ship manager is to be at premium rates. 
The Future of Shipmanagement

In my opinion, only those who tread the path laid out below will stay ahead.  The rest will fall behind.

a)
Constantly monitor and exceed customer expectations; 

b)
Provide value-added services to the client, over and above the traditional shipmanagement services;

c)
Attract the best talent and retain a pool of the best multi-skilled and result-oriented human resources both ashore and on board;

d)
Educate the industry in recognizing the value of a shipmanager in the whole supply chain;     

e)
Engage in research and development to innovate new methods and processes in ship management, thereby optimizing operational safety and efficiency.

Each one of the above is a challenge for which different managers will find different approaches in line with their respective visions, strategies and philosophies. However, any approaches, which are not based on ethical business principles, transparency, and trust, will fail and create more pressure for the whole industry.  

Some specific suggestions, which will help both those in the industry as well as outside it may be in order to conclude my observations. I believe that:

· A sustained safety and quality culture of excellence can only be nurtured in a voluntary and not a mandatory regime of compliance. Self-regulation, in my opinion, works better than external regulation.

· Everyone in the supply chain should share the accountability for the safety of the vessel during its lifetime. 

· The industry must move to managing by standards and ask for compensation proportionate to the risks it shares or the value it adds.

· Transparency, performance and corporate governance practices will be the key to creating true customer value.

In the meta-market, what we care most are the values that we can make use of to create further or new values to our customers and build competitive advantages of our own. The identity of those contributing does not really matter. It is only then that we will not only earn our rightful place in the global economy but also match up to the best-in-class services as an industry.

--- END ---

(article from the BIMCO Review 2004)
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