


















Figure 1: Five port productivity 1997 to 2005
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Part B - Addressing the Inquiry's terms of reference

6. Introduction to Part B

6.1 Term of reference 3: Policies and measures required to assist in achieving
greater efficiency in the Australian transport network, with particular reference to:

• land transport access to ports;
• capacity and operation of major ports;
« movement of bulk export commodities, such as grain and coal;
• the role of intermodal freight hubs in regional areas;
• opportunities to achieve greater efficiency in the use of existing infrastructure;

and
• possible advantages from the use of intelligent tracking technology;

7. Harmonisation of hours of work

7.1 The MUA notes that a number of submissions to the Committee have raised
concerns about the harmonisation of hours worked across the various sectors
which interface with ports.

7.2 The MUA advises the Committee that industrial awards and agreements to which
the MUA is a party already contain flexible working hours provisions that enable
stevedores to operate a 7 day a week 24 hour a day operation as required.

7.3 We note the evidence of Mr Tim Blood of P&O Ports which indicated that the
major hours of operation dysfunction occurs in the trucking interface with ports,
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where there is an apparent reluctance on the part of trucking companies to utilise
the full span of hours available to deliver and collect containers.

8. Port productivity

8.1 There can be no doubt that one section of the Australian workforce has been the
subject of intense Government and media scrutiny over the past decade - that is
the stevedoring or waterfront workforce. The issue that seems to be most
debated is waterfront efficiency or waterfront productivity.

8.2 The MUA has no problem with that. We think that efficiency and productivity are
issues that should be subject to debate and analysis, whether it be the
waterfront, long distance road transport drivers, public servants in regulatory
agencies or corporate chief executives.

8.3 We have no fear in discussing these important issues, or in having the issue
publicly scrutinised. Further, as a maritime union we have no fear about
committing to productivity improvement as we have done in recent EBAs.

8.4 What we do have a problem with is decision making based on ignorance -
particularly from people and organisations who should know better. We have
therefore provided the Committee with some background material on stevedoring
productivity, to help inform the debate.

8.5 We think it important that there be an understanding of what is meant by
waterfront productivity and how we should measure it - and importantly for the
MUA, what is the labour contribution to productivity and how should w6 measure
it. That then leads logically to the next question - how might it be improved
where a conclusion is reached that there is a case for improved productivity or
improved efficiency.

8.6 The International Labour Organisation (ILO) defines 'productivity' as "the ratio
between output and the total input of factors required to achieve if. In this
sense, the ILO sees productivity as being "the end result of a complex social
process including: science, research and development, education, technology,
management, production facilities, workers' and labour organisations".

8.7 Most analyses seeking to measure productivity confine themselves to a partial, or
single factor, measure, as opposed to total factor (or multifactor) productivity - for
legitimate reasons - because such measures of productivity are simpler and
often more meaningful to the practitioner.

8.8 Single factor measures of productivity are expressed as a ratio between a given
measure of output and a given measure of one factor of production such as
labour, capital, raw materials, etc. It follows then, that there are many measures
of productivity each of which relates to a particular factor of production.

8.9 Thus it is possible to speak of the productivity of labour, productivity of capital,
productivity of raw materials and so on. Such measures reflect the growth in
output not accounted for by the growth in that particular factor of production.
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8.10 Thus, the ratio of output to hours worked - often referred to as a measure of
labour productivity • reflects the growth in output attributable to all factors of
production other than hours worked. That is, for fixed hours worked, say each
hour, what is the output and what are the changes in output per hour over time?

8.11 Commentators, and even so called academic or Government analysts often fail
to define or explain productivity before giving detailed dissertations about it,
particularly when referring to waterfront productivity.

8.12 However, even when addressing labour productivity (which we define as the ratio
of output to labour input), the figures must be read with some care; because part
of a rise in labour productivity may in part be due to 'capital deepening1 (an
increase in the ratio of capital to labour). And in explaining labour productivity we
need to be cognisant of technological advances or lack thereof, as well as
improvements in the quality of labour, or to management practices and work
arrangements, all of which can influence labour productivity.

8.13 The Prime Minister's Exports and Infrastructure Taskforce Report entitled
Australia's Export Infrastructure: a report to the Prime Minister of May 2005 noted the
significant contribution which productivity (that is, multi-factor productivity) and
price changes in the ports and rail freight sector of Australian infrastructure has
made to Gross Domestic Product (GDP). The figure for 1989-90 to 1999-00
shows a GDP contribution by the sector of 0.5%, third behind communications
(0.8%) and electricity (0.65%) (see Figure 5 from that report, reproduced as
Figure 2 of this submission).

8.14 The Taskforce made the point that the productivity of infrastructure assets is
significantly affected by the extent to which investment in the infrastructure itself
is consistent and coordinated with investment decisions being made by users.
This highlights the fact that labour productivity is invariably constrained by the
investment decisions of not only the employer (or manager of the capital assets),
but also the employer's customers. For example, the quality of road and rail
infrastructure can affect stevedoring productivity, a key point made in a number
of submissions and in evidence to the Committee.
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Figure 2; Impact on GDP of Productivity and Price Changes in Key Infrastructure
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8.15 Taking a look at aggregate labour productivity for the industry as a whole, that is,
Transport and Storage, the average over a 10 year period to 2002-03 is an
impressive 3.1 % compared to the all industry average of 1.9% over the same period.
At 3.1% average annual growth, Transport and Storage is the fifth best performing
industry sector of the 13 ANZSIC industry sectors in Australia over those ten years.
This is illustrated in Table 1.

8.16
Table 1: Labour Productivity (a), Average Annual Growth Rate -1992-93 to 2002-
2003

Industry(b)
Agriculture, forestry and fishing
Mining
Manufacturing
Electricity, gas and water supply
Construction
Wholesale trade
Retail trade
Accommodation, cafes and restaurants

Communication services
Finance and insurance
Health and community services
Cultural and recreational services
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Ail market sector industries 1.9

(a) Gross product per hour worked, (b) Estimates are not available for Property and
business services,

Government Administration and Defence, Education, and Personal and other
services

Source: Australian System of National Accounts.1 Obtained from ABS Measuring Australia's
Economy

8.16 Interestingly, if we look at the relative contribution of labour and capital
productivity in the market sector over the whole economy over an eight year
period from 1993-4 to 2001-02 we find that labour productivity has outperformed
capital productivity quite significantly and has been the greatest contributor to
multi-factor productivity improvement in the Australian economy, described as
GDP per hour worked. This is shown in Figure 3.

8.17 This may come as a surprise to some who, if they read the daily press, might
have thought that labour productivity was lagging, holding back the economy,
requiring some cathartic shift in the balance of power in the workplace to achieve
better labour productivity performance.

8.18 The national productivity data to which this submission refers is derived from the
Australian Bureau of Statistics (ABS). The ABS provides the following
commentary:

"The average annual growth rate between the latest two 'growth cycle' peaks in 1993-94
and 1998-99 was 1.8% for multifactor productivity, 3.2% for labour productivity and -
0.1% for capital productivity. The growth rate for multif actor productivity over the latest
cycle is higher than for any preceding cycle since multif actor productivity was first
measured in 1964-65."

8.19 That is an important set of statistics. Labour productivity is by far the greatest
contributor to Australia's productivity growth. We trust the Committee will reflect
on those numbers in producing its recommendations.
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Figure 3: ABS Productivity Indexes - Market Sector By Factor
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8.20 The relative decline in capital deepening in the late 1990s as labour productivity
has surged indicates that capital investment has not kept pace with labour
reforms and that a larger part of labour productivity can be explained by
improvements in skill, flexibility and the way in which labour and capital have
combined. We argue that labour reforms which the MUA has supported through
the EBA process over the past 7 years (since the 1998 waterfront dispute) have
been a direct contributor to this productivity improvement.
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Figure 4: Decomposition of Australian Annual Labour Productivity Growth
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8.21 Looking more closely at stevedoring, the data shows the same tendencies - that
is - improving levels of productivity, including labour productivity. For example,
the crane rate (measured as container movements per hour), which is widely
recognised as a headline measure of productivity in stevedoring, has continued
to improve, particularly since 2000.

8.22 The latest issue of Waterline (No. 39 of September 2005) indicates that the 5 port
average crane rate measured as container movements per hour was 27.7 in the
June 2005 quarter, just below the best quarterly crane rate achieved over the
past 10 years - being a crane rate of 28.2 achieved in the June 2004 quarter.
Adelaide reached a new high of 30.4 container lifts per hour which far exceeds
the Government's benchmarks set during the Patrick's Dispute of 25 containers
per hour.
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Figure 5: Productivity Indicators, Containers/Hour—Five-Port Average 1992-2004
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Source: BTRE, Waterline, October 2004. Averages for ports of Brisbane, Sydney, Melbourne,
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November 2004)

Definitions

Crane Rate = The total Containers Handled (the total number of containers lifted on/off
fully cellular ships) divided by the Elapsed Crane Time (the total allocated crane hours,
assuming that the vessel is ready for working; less operational and non operational
delays) = labour productivity

Elapsed rate = The elapsed labour rate, defined as productivity per ship, based on the
time labour is aboard the ship

Ship rate = Crane Rate multiplied by Crane Intensity (Crane Intensity is the total number
of allocated crane hours, divided by the elapsed time from labour first boarding the ship
and labour last leaving the ship, less delays) = productivity per ship while the ship is
worked.

Vessel working rate = Productivity per ship based on the time labour is aboard the ship.

8.23 Another important productivity measure is the vessel working rate, which has
increased from 32.5 in June 2003, to 34.1 in June 2004 to 35.3 in June 2005.
The vessel working rate is a ship productivity measure. The Committee will note
that Mr Blood of P&O Ports rated this as the most important measure of
stevedoring productivity. This measure is represented in Figure 6.
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Figure 6: Vessel Working Rate
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8.27 Another productivity measure, the movement of TEUs per hour (a TEU being 40
foot containers X 2 plus all 20 foot containers i.e. converting all containers lifted
to a 20 foot equivalent) has been trending upwards, from under 20 per hour in
1992 to close to 40 per hour in March 2004. This measure is extremely important
because it shows that as more 40 foot containers enter the container mix, the
volume and weight of goods moved per hour, even if the crane rate per hour
remains static, is dramatically increasing. This is shown in Figure 7.
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Figure 7: Productivity Indicators, TEUS/Hour—-Five-Port Average 1992-2004
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November 2004)

8.28 Mr Blood, in his evidence of 21 November 2005 (PP29, 30), said that:

"It (productivity) has improved very significantly. As I said earlier, the actual working .
productivity of the cranes is commendable by any standards. As well as that, you can
count on one hand the number of industrial disputes we have had. We had a dispute the
other day, of course, when people downed tools to go to that march (ACTU Rights at
Work Rally 15 November 2005), but otherwise I struggle to remember when there was
last an unlawful stoppage. It is a very different climate, and in the new arrangements we
have achieved attractive flexibilities relative to many ports around the world.

As I said, we operate in 19 countries, and compared to the United States, Japan and
even the UK, I can tell you that the flexibilities that we have with our work force and the
productivity that we are achieving is very commendable. Australia is no longer regarded
as the basket case. We are seen to be a reliable provider of port services, which is of
great benefit to Australia."

8.29 As the Committee will be aware, the Australian Competition and Consumer
Commission's (ACCC) is required to report annually on stevedoring costs. It
produces an annual report entitled the Container Stevedoring Monitoring Report.
In its seventh report of November 2005 the ACCC reports that:

"Unlike the previous 12 months when unit costs rose because higher labour costs more
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