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ABSTRACT

For centuries, employment conditions for port labour were set unilaterally
by maritime employers. For the last few decades, however, in Latin
America and the Caribbean they have been determined by Governments
(acting as employers) and unions. The existing labour regimes support port
workers’ desire for an adequate livelihood but also isolate them from
market signals and thus give rise to inefficient and grossly overstaffed
cargo-handling monopolies. In today’s global economy, however, the
elimination of such inefficiencies and costs is imperative.

International trade has transformed competition. Competition no
longer takes place between final products but instead among all the inputs
that go to make up those final products, and port labour is but one of those
inputs, with its own demanding market requirements. The commercial
objectives of maritime employers and users and the social goals of port
labour have become complementary and interdependent, and cannot be
attained without a collective, collaborative effort. Thus, there is asocial base
for commercial success which is important for users and employers as well
as for port labour.

Market mechanisms and antitrust laws provide an independent,
unbiased standard by which the commercial and social objectives of
employers and labour can be brought into equilibrium. In a global
economy, social equity is an opportunity-oriented phenomenon, and the
workforce it engenders is highly motivated by its participation in
profit-sharing schemes, ownership and management decisions and is
backed up by training programmes, job placement services, compensation
and early retirement schemes. In order to reform labour regimes
successfully, Governments need to overcome their deep-seated tendency
to resolve commercial problems by political means. For the design of
market-based port labour regimes, Governments should form teams
composed of persons from various ministries, users groups, port labour
unions, maritime employers and port administrations and should remove
regulatory impediments to the free interplay of market mechanisms
decentralize the labour market, utilize antitrust laws to prevent the misuse
of market mechanisms, and uphold the principles of opportunity-oriented



social equity in the award of worker benefits. They should not require
maritime employers to pay for the political value of port labour services or
to employ unnecessary workers. Maritime employers and users should
regard port labour as a unique service delivery instrument, and port
workers need to understand that their fate is bound up with the commercial
viability of those employers and users. These regimes will require frequent
updating to respond to changing market conditions and will need to be
monitored to ensure compliance.
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PREFACE

This book is the last in a trilogy. The first book presents an analysis of the
principal changes taking place in port-related services, markets,
technologies and legal provisions, as well as the essential role which ports
play in determining the success of export-led growth policies (ECLAC, 1990).
It sets forth guidelines for changes in the areas of market-responsive port
institutions, modern technologies and infrastructures that must be made in
order to place exporters, importers and carriers in a better position to
compete in today’s global economy. Some of the many recommendations
it makes focus on the need to identify and define new roles for the public
and private sectors in relation to ports and their place within the global
trade environment. This focus eventually led to the preparation of the
second book, which deals with the participation of the private sector in
public-sector ports (ECLAC, 1992a). The major contribution made by this
second book is the formulation of an institutional framework for the
involvement of private investors in public-sector ports capable of warding
off the four spectres of privatization: transferring a monopoly from the
public-sector to private interests; permitting the socialization of losses and
privatization of profits; surrendering a nation’s sovereignty to private
interests within it or, worse yet, to those of another nation; and eliminating
unions and losing dock-workers’ hard-won benefits. Both books were
presented at numerous country-level seminars throughout Latin America
and the Caribbean.

In the discussions held among the participants in those seminars, port
labour was identified as the most formidable obstacle to the privatization
of port services and facilities. This third and final book is an outgrowth of
their concern about the excessive social costs generally associated with
privatization. It seeks to pave the way for needed commercial changes in
public-sector ports by presenting an institutional framework for a
market-oriented reform of port labour regimes, collective agreements and
work practices. A four-part analysis is offered in order to lay the
groundwork for reaching that objective. The first part sets up a conceptual
frame of reference consisting of an outline of the evolving roles of port
labour organizations and an overview of a hypothetical, composite port;
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the aim here is to make it possible for all the principal challenges facing
ECLAC member Governments —the competitive structure of a globalized
economy; the commercial objectives of exporters, importers, carriers and
maritime employers; job and benefit security, retraining programmes,
compensation schemes and new job assignments— to be understood as
interdependent factors which can motivate both employers and labour to
work to make a nation’s goods more competitive in international markets.
The second part presents analyses of market, operational and institutional
factors which make commercial reform a necessity if we are to create a
dynamic, market-responsive work environment for port labour.

These analyses demonstrate that the demand for cargo-handling
services can no longer be satisfied within a monopolistic structure, that the
principle of social equity for dock workers has shifted from a social-political
base to a commercial one, that expanding dock workers’ decision-making
authority to include areas normally reserved for maritime employers can
contribute to the achievement of commercial goals, and that the utilization
of informal dispute-settlement procedures can enhance productivity and
cost-effectiveness as well as strengthening labour-management relations.
The third part evaluates the economic, political and social implications of
labour reform in the ports in an effort to illustrate the gains Governments,
dock workers and shipping-sector employers can enjoy if they do away
with labour-government and employer-government alliances, switch from
a confrontational style of labour relations to one based on shared goals,
change collective negotiations over from the national level to a port-by-port
basis, share information, adopt market-oriented institutional regimes for
port labour, and motivate workers by addressing the social aspects of the
labour market. The fourth and final part draws conclusions and offers
recommendations that Governments may wish to take into consideration
when formulating plans for the commercial reform of port labour regimes,
collective agreements and work practices.

12



I. HISTORICAL SETTING

In the sixteenth century, the tasks of loading and unloading ships and
warehousing the goods they carried were largely performed by the ships’
crews, persons employed by the owners of the cargo, and informal or casual
workers hired by ship’s captains and cargo owners. Most casual port
workers were fishermen, farmers, local shopkeepers and onlookers who
were willing to accept temporary jobs as stevedores when they had time
off from their customary occupations. Almost all such workers engaged in
a variety of activities depending on the season, demand and potential
remuneration. The only qualification required of such workers was
strength; they needed no special skills or problem-solving abilities. Cargo
handling and stowing were labour-intensive services and, because of the
temporary nature of port employment, dock workers could be hired and
discharged as variations in the demand for their services dictated. (For the
purposes of this book, the term “dock workers” includes all persons
employed in handling and stowing cargo in ports and on board ships.)
These operations were supervised by ship’s captains and cargo owners.
Employment conditions at that time, and for many centuries thereafter,
were determined unilaterally by employers. Dock workers had to accept
the conditions they laid down or seek employment elsewhere.

Dock workers carried out their tasks in an environment which can
only bedescribed as insecure, hazardous and unsanitary. They were treated
as mere instruments for the personal enrichment of employers and were
hired and discharged on a job-by-job and day-to-day basis. In an era in
which safe working conditions simply did not exist and in which both
health care and social security insurance for workers were lacking, abroken
bone could turn into a lifetime disability, lacerations were often fatal and
rat-infested cargo holds exposed dock workers to deadly plagues. They
needed no training and could easily be replaced if they tired, were unable
to work, were unwilling to take risks, or were injured or sick. Dock workers
were compensated on a barter basis with whatever captains and cargo
owners might have available, which was generally the goods that were
unfit for sale. Lacking any form of job security or entitlement to
compensation for injury or illness (since only the actual cargo-handling
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costs were assumed by carriers and cargo owners) the costs of all the social
components of employment —such as health care, disability insurance and
retirement benefits— had to be borne by the workers themselves. Dock
workers were hired because of what maritime employers did not have to
pay them, i.e., the social costs of their employment. These conditions laid
the groundwork for the centuries-old belief that cargo-handling was only
fit for those who could not find work elsewhere.

As time passed, casual labour slowly began to replace ships’ crews in
loading and unloading operations. Warehouses were constructed in the
port area to store goods and to provide a place for their inspection and
purchase. Housing was built for dock workers in the immediate vicinity of
the ports since, given the unpredictable timing of ship arrivals and the lack
of adequate public transportation and communications systems,
stevedores had to live within a short walking and hailing distance from
their place of work. Later on, these warehouses and residential areas would
come to impede efforts to expand port facilities and would hamper access
for road and rail carriers. Many newspapers in port cities got their start by
publishing information on ship arrivals and departures, along with notices
regarding the sale of goods and employment opportunities in ports. By the
late nineteenth century, ports and ships had begun to be outfitted with
steam winches, and dramatic increases in cargo-handling productivity
were seen. Dock workers reacted to such gains in productivity and to the
abusive nature of casual port employment by forming mutual aid societies
that would later become powerful and dominant unions.

With the establishment of unions, dock workers began to present their
claims for better wages and benefits and, gradually, to lay the groundwork
for a new social system in the name of the working class (Rial, 1988,
pp. 511-591; Morris, 1966, pp. 93-95; Payne, 1965, pp. 13 and 36-37). In 1903,
for instance, the port city of Valparaiso, Chile, was paralyzed by a strike.
Dock workers burned one of the principal maritime buildings in the centre
of the city and untold numbers were killed and wounded in clashes with
the police and with a naval detachment (Ramirez Necochea, 1956). In 1913,
the Government of Peru, for its part, adopted regulations concerning
collective negotiations, strikes and mandatory arbitration and established
a labour office in the Ministry of the Interior to deal with strike activity.
This office, which was later transferred to the Ministry of Labour, was given
the authority to resolve labour disputes by decree and instructed police
officers to dictate settlements on the spot if they found themselves in
situations that were becoming too violent. By 1920, the Constitution of Peru
required mandatory arbitration of labour disputes and delegated their
settlement to the Ministry of Labour (Matos Mar, 1988, pp. 309-352;
Gonzales Rosales, 1953, pp. 15 and 16). The absence of a permanent or
contractual relationship between workers and employers impeded
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collective negotiations and the settlement of disputes. As a result, labour
disputes were usually resolved at the political level through the
intervention of government bodies.

In the late nineteenth and early twentieth centuries the labour
movement began to adopt a more aggressive approach to the task of
organizing workers and began to turn its attention to a wide range of
business activities, including mining, railroads, new commercial and
banking ventures, shipping, and small shops and factories. This was a
period during which many scholars were authoring studies on the “social
question” or the “worker question” and “worker problems”. The
traditional inputs of labour and capital were regarded as irreconcilable
opponents that were locked in a destructive conflict. As a result of this
combination of factors, this was a time of extreme social tension, worker
protest and ideological ferment (Iguifiiz, 1988, pp. 353-409; Payne, 1965,
pp. 34, 35 and 202). The Great Depression of the 1930s played an extremely
important role in promoting widespread acceptance of the thesis, originally
proposed by John Maynard Keynes, that in a slack economy with idle
workers, Governments should lower interest rates and expand deficit
spending in order to reduce unemployment (Keynes, 1936).} These
elements fostered the widely-held belief that an interventionist
Government was essential to economic stability and full employment, and
it was this belief that led many Governments of the ECLAC region to adopt
ambitious, paternalistic labour regimes in the 1930s (LatinFinance:
Corporate Finance in Latin America, 1993, pp. 32, 33 and 36; Edwards, R
1993, p. 13; Banuri, 1990, pp. 51-61).

This paternalistic model has enabled the labour movement to slowly
usurp Governments’ regulatory authority over ports and has provided
dock workers with the means to escalate their wage and benefit demands.

Port labour unions have at times established mutually advantageous
alliances with Governments, political parties and national labour
federations (Gazeta Mercantil, 29 June 1993, p. 4; E1Mercurio, 30 April 1993,
pp- Aland A24; Tironi, 1988, pp. 45-74; Burns, 1972, pp. 200 and 201; Payne,
1965, p. 92). For example, stevedores and office workers at the port of Santo
Tomds de Castilla, Guatemala, have used political pressure to obtain a 25%
share of port earnings, while the Government receives 50% and the
public-sector port enterprise must utilize the remaining 25% to pay for
wages, benefits and investments. Similarly, in Mexico, the Federal Labour
Act requlres companies to share 10% of their pre-tax profits with their
employees.2 Shipping companies and manufacturers have also established
trade associations to represent management’s interests in dealings with

1 For the relevance of Keynesjan economics today, see The Washington Post, 15 June 19%4.
2 Article 123 of the Constitution of 1917 (Garcia-Rocha, 1990, pp. 141-154).
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labour and Governments.? Political alliances, labour federations and trade
associations are utilized to buttress their participants’ efforts to persuade
Governments to fashion regulatory regimes that allow them to achieve
various non-market goals, but the value of such goals is determined by
commercial factors which function within a global economic setting and
are thus simply beyond the control of political forces.

A recent ECLAC study cautioned that such federations, alliances and
associations make it extremely difficult to bring about labour reform
(ECLAC, 1990, p. 48).% None the less, labour reform in the ports is not
impossible. For example, for over 40 years the United Kingdom’s ports
were controlled by labour, but in 1983 the ports began to be sold to private
investors, and six years later the regime which granted monopoly control
of cargo-handling services to unions, the Registered Dock Labour Scheme,
was repealed (The Journal of Commerce, 16 September 1994, p. 18; ECLAC,
1990, pp. 43-44). Market-based port labour regimes should do away with
cargo-handling monopolies, put an end to direct government participation
in collective negotiations, stop the fragmentation of cargo-handling
activities into an ever-greater number of small tasks as a means of creating
more jobs, eliminate government subsidies that absorb the cost of
inefficient labour practices, discontinue port labour registration systems
which limit the pool of available labour to a limited roster of workers, and
generate competition by creating a platform for private participation. These
kinds of changes would be neither superficial nor cosmetic and would
bring into question the validity of the assumptions underlying existing port
labour regimes.

Since the 1930s, Latin American and Caribbean port labour regimes
have been based upon the following assumptions:

1. Governments must intervene in the area of labour relations
because the interests of unions and employers are irreconcilably opposed
and are locked in a destructive conflict.

2. The services provided by dock workers who hold cargo-handling
monopolies can be just as efficient and productive as those provided by the
private sector within a competitive environment.

3. Neither Governments nor the port labour movement need
respond to market mechanisms.

? For a commentary on such associations from the perspective of anti-union activities
rather than from the standpoint of failing to balance labour-management relations, see
Goldfield (1987, pp. 190-193).

As was noted by Machiavelli (1961, p. 51) some 400 years ago:

“It must be considered that there is nothing more difficult to carry out, nor more
doubtful of success, nor more dangerous to handle, than to initiate a new order of things.
For the reformer has enemies in all those who profit by the old order, and only lukewarm
defenders in all those who would profit by the new.”
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4. It is socially irresponsible for maritime employers to utilize
labour-saving technologies.

5. Dock workers will not make an effort to improve port efficiency
unless they are given monetary incentives to do so.

6. The existence of port labour monopolies, registration systems,
political alliances and government subsidies will not give rise to an excess
supply of dock workers nor to the receipt of unearned gains.

7. Thesocial costs of port labour reform are so high that Governments
must refrain from incorporating market mechanisms into labour regimes
as a means of striking a commercial balance among the interests of
exporters, importers, carriers, dock workers and employers.

These assumptions held sway for over five decades (1930-1980) and
paved the way for Governments to alter market outcomes through the use
of dock-worker registration systems, cargo-handling and warehousing
monopolies, and direct and cross subsidies. Now, however, they have lost
much of their legitimacy with the advent of a global economy and the
introduction of export-led growth policies. No longer can capital and
labour be considered in terms of means and ends —and, hence, as being
irreconcilably and destructively opposed to one another-because they are
two measures of the same reality. Each is both a means and an end that can
only be attained within an environment subject to market mechanisms
because these mechanisms are what provide an independent, unbiased
standard by which the commercial and social objectives of capital and
labour can be reconciled. The commercial objectives of exporters,
importers, carriers and employers and the social goals of port labour have
become complementary and interdependent, and cannot be achieved
without a collective effort. None the less, each of these assumptions is
championed by a number of powerful interest groups which seek to
persuade Governments to continue operating on the basis of those
assumptions —their spurious nature notwithstanding— so that they may
preserve their non-commercial privileges.

One of the principal means used to expose dock workers to market
mechanisms and competition is to create a basis for the involvement of the
private sector in port services. Neither manufacturers nor ports are
impoverished by competition. On the contrary, competition contributes to
wealth creation through investments, the scaling of the labour force to
commercial proportions and the upgrading of professional workers
through training courses. The labour movement, however, considers the
involvement of private actors to be a serious threat to its members’ job
security and benefit entitlements, and claims that it amounts to “social
dumping”, i.e., that Governments are sacrificing the social gains made by
labour for the sake of the commercial goals of capital (Fairplay International
Shipping Weekly, 2 September 1993, p. 4; The Journal of Commerce, 25 June
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1993, pp. 1A, 2A and 12B). Just as the problems of a democracy can be
resolved through greater participation on the part of the citizenry, the
recovery of displaced workers’ social benefits and the creation of new jobs
for them can be achieved by meeting the challenges posed by competition
(Linde, 1995, pp. 2-5; Ambito financiero, 8 September 1994, pp. 40 and 29).
Such a response will enable a market economy to draw upon its
tremendous adaptive power to create a basis for economic growth and
social progress. Each of the individual components of commercial
objectives and goals of social equity in a global economy are constantly
changing in order to respond to the new challenges facing Governments,
the new needs of dock workers, and the new opportunities opening up for
the private sector. To resolve these issues and thus arrive at a consensus for
port labour reform, Governments need to seek out and listen to what
exporters, importers and carriers have to say, rather than confining their
attention to the views of unions and maritime employers.

The basic elements of such a consensus already exist. The labour
movement no longer has the characteristics of an ideological creed bent on
bringing about a revolutionary transformation of society, nor does it
receive the protection of a paternalistic public sector; furthermore, many
maritime employers no longer consider dock workers to be plentiful,
inexpensive or wholly interchangeable. These conditions do not suffice,
however, for the creation of market-responsive labour regimes. Many
questions have be answered in order for such regimes to be established. For
example, what were the economic and social factors underlying the
adoption of the labour regimes that are now in place and do they still exist
today? Have the components of social equity for port labour changed?
What role should be assigned to the commercial goals of exporters,
importers, carriers and maritime employers in an institutional framework
that ensures social equity for port workers? Can Governments ignore
market mechanisms in their formulation of labour regimes? Which groups
are responsible for designing, enforcing and modifying that framework?
And, finally, how will the port labour movement react to these initiatives?
The answers to these and other questions will help Governments devise
suitable policies regarding port labour which will permit the reconciliation
and achievement of both commercial objectives and the goal of social
equity.

Social equity is not an absolutely equal distribution of wealth,
benefits, earnings and privileges. A recent ECLAC study suggests that its
objectives are the following:

“The first of these is to minimize the proportion of persons and

households whose living conditions are below those which society

considers acceptable, not only economically but also socially and
politically. The second is to promote the development of the latent
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skills existing in all groups of society, progressively doing away with
legally established privileges and forms of discrimination, as well as
any other forms of inequality of opportunity, including those
associated with social, ethnic or geographical origin or gender. The
third is to do everything possible to ensure that neither power, wealth,
nor the fruits of progress are concentrated in such a manner as to
restrict the freedom of present or future generations” (ECLAC, 1992b,

p. 15).

This approach provides a good point of departure for defining social equity
as it relates to port labour.

For purposes of this study, social equity is opportunity-oriented and
commercial in nature. It no longer conforms to the paternalistic,
market-distorting, bureaucratic parameters of yesteryear simply because it
does not guarantee jobs or a given level of income, benefits or purchasing
power to dock workers (Apolo, 1994, pp. 40 and 41). The elimination of
such guarantees requires a shift in the focus of social equity away from the
numerous, varied and often conflicting personal desires of dock workers
and towards their professional needs as machine operators and cargo
handlers. This means that social equity has a commercial dimension and
can no longer be invoked to compel maritime employers to pay for dock
workers’ haircuts, to provide buses to transport dock workers between
their homes and the port, to accept employment systems whereby sons of
dock workers must be hired when their fathers retire, to grant scholarships
to all children of port workers, to provide recreation facilities for dock
workers, and to pay the travel expenses and subsistence allowances of dock
workers who are on athletic teams so that they may participate in national
and international sporting events (Apolo, 1994, p. 43; The Journal of
Commerce, 30 September 1994, p. 12B; Fairplay International Shipping
Weekly, 29 September 1994, p. 32; 3 June 1993, p. 35; El tiempo, 14 June 1993,
p. 8B; Couper, 1986, pp. 83, 93 and 113; Evans, 1996, p. 48.). Thus, an
opportunity-oriented and commercial definition of social equity would
provide port labour with numerous opportunities, render their
trade-depressing privileges unnecessary, and allow them to support the
commercial goals of exporters, importers, carriers and employers.

The adoption of an opportunity-oriented, commercial focus for social
equity should be coupled with measures to guarantee the availability of
training and retraining programmes for port workers, together with new
job assignments so that they may rejoin the national workforce without
delay, compensatory payments for early retirement, fair compensation for
the relinquishment of acquired rights and privileges, and an institutional
structure which ensures that benefits and privileges given up by these
workers will not be appropriated by some other group within the port or
trade community. This type of approach would ensure that port workers
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would be able to improve their professional capabilities as well as the
material, cultural, ethical and spiritual quality of their lives (Vidal, 1981,
pp. 105-106). Hence, the concept of social equity is no longer divorced from
the commercial objectives of exporters, importers, carriers and maritime
employers because it contributes to the creation of a dynamic work
environment which promotes the progressive advancement of dock
workers’ skills, pay levels and degree of job satisfaction. It also requires
Governments to expose dock workers to market mechanisms while, at the
same time, minimizing the burdens that labour must shoulder in making
the transition from a monopoly to a marked-based institutional framework.
Thus, the goals of this more modern concept of social equity are to create a
dynamic, skilled and well-paid labour force for ports and to permit those
ports to operate as unprotected business entities within a globally
competitive environment.
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II. A COMPOSITE PORT LABOUR
MOVEMENT

A number of Latin American and Caribbean Governments have sought to
improve the productivity of public-sector ports and reduce their costs. The
provision of cargo-handling and storage services by private interests has
been central to such efforts. Most labour regimes have been structured to
respond to the desires of port labour and to alter market outcomes in order
to achieve various social goals and, as a result, have created a costly,
inflexible and highly inefficient workforce. Port labour leaders assert that
Governments, not labour, are the fundamental problem and have prepared
studies which show that administrative employees at public-sector ports
outnumber dock workers by as much as 8 to 1. The majority of
administrative positions are awarded as a means of paying off political
debts, as is demonstrated by the fact that in some cases such employees are
replaced en masse following each national election.

If we are to judge from newspaper articles regarding the conflicting
positions of exporters, importers, carriers, port labour and the port
administration, there appears to be no common ground for either private
participation or the commercial reformulation of labour regimes. With the
advent of a global economy and the introduction of export-led growth
policies, however, cargo owners, carriers and maritime employers are
demanding that dock workers increase their productivity and control costs
in order to improve the competitiveness of their products and services in
domestic and foreign markets, and that Governments overhaul the
institutional framework for port labour to reflect changing circumstances
in the economic environment. An increasing number of Governments have
taken up these challenges, and port labour is therefore in the process of
making the transition from a monopolistic to a commercial structure.

The composite Latin American and Caribbean port labour movement
to be described in this chapter illustrates the obstacles to such a transition.
The purpose of this discussion is to lay the foundations for an
understanding of the changes that need to be made in port labour regimes,
unions and Governments in order to meet the requirements of a global
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economy. The risks entailed by a failure to reform port labour regimes for
Governments and the entire port community are evident: a port that is
commercially unattractive to cargo owners and carriers; a complex
framework for labour relations which is geared to political influence rather
than to market signals; an inadequate commercial base for the funding of
infrastructure investments; potential corruption of government officials;
reduced competitiveness of exports in international markets; and
higher-priced imports for domestic consumers. To reform port labour
regimes and institutions, some of the more important considerations relate
to i) collective bargaining, ii) the need for port labour reform and iii) a point
of departure.

A. COLLECTIVE BARGAINING

A port is usually defined as an anchorage, bay, inlet or harbour where
facilities have been constructed for the loading and unloading of ships, the
storage of cargo, customs inspections of goods, and cargo transfers between
maritime and overland modes of transport (ECLAC, 1990, p. 24). It might
also be described as a commercial centre that combines natural resources,
labour and capital to provide the aforementioned services to exporters,
importers and carriers. From the human side of the equation, it is a place
where employees spend a large part of their working lives, realize successes
and cope with failures, receive training, gain experience and belong to
unions, earn money with which to educate their children and feed their
families, and make payments into health and pension plans. Of these three
perspectives (physical, commercial and human), Governments have
strongly emphasized the latter, to the detriment of the ports’ physical
facilities and commercial goals. This has led to the creation of
cargo-handling and storage monopolies, dock-worker registration
systems, labour-government alliances, subsidies, tripartite (government,
management and labour) collective negotiations, the subcontracting of
dock workers’ tasks to informal, unregistered workers, and the rejection of
labour-saving technologies that could displace workers.

In the late 1850s, the political environment of our hypothetical Latin
American and Caribbean nation came to be overshadowed by a
polarization of political-economic ideologies which ultimately led to the
creation of a wide range of different political parties. At that time, the
country’s gross domestic product was largely based on agriculture, and
landholders wished to preserve their dominant position in national affairs
so as to maintain an inflationary monetary policy which permitted them to
pay off locally- contracted debts with a steadily depreciating national
currency while at the same time earning hard currencies, whose value was



on the rise, from their exports. For workers, this created an untenable
situation, and the steady decline in their purchasing power (since
employers did not increase their wages to compensate for inflation) fueled
discontent among the workforce and acted as a justification for union
representation. Workers’ efforts to find a way out of their plight were
supported by certain political parties, professionals, university professors
and clerics, but none were willing to go as far as to alter the existing
political-economic order. Labour unions soon mounted social crusades for
the establishment of a new political and economic order in the name of the
working class. Upon finding this to be an impossible undertaking,
however, they shifted their focus to obtaining higher wages and more
benefits for workers within the existing system.

Following legal recognition of the port labour movement, union
leaders slowly began to take over many of the regulatory functions of the
ministries of public works, transport and labour. Over the years, these
labour leaders came to have a dominant voice in determining aspects of
their own regulatory framework, in specifying appropriate technologies,
in persuading the Government to provide subsidies, and in compelling the
public-sector port administration to respond to their demands regarding
wages and benefits and to their desire for monopoly control of
cargo-handling services. These demands were granted without reference
to the skills possessed by dock workers, the value of the services provided
or their impact on the competitiveness of the goods in question because
port labour leaders exerted a dominant influence over government
processes through mutually-advantageous alliances with political parties
and with elected and appointed officials. A series of government
administrations have utilized the ports to provide jobs for the unemployed
and to award executive positions to loyal party members. Such measures
have raised port costs unnecessarily and strengthened cargo-handling
monopolies, since the persons responsible for running the ports are
inexperienced and thus yield to dock workers’ demands.

Given these circumstances, dock workers’ demands have distorted
the commercial environment at the nation’s ports. Collective bargaining is
viewed by labour, political parties and the Government as a means of
redistributing the wealth of the nation —a task usually reserved for taxes—
rather than as a means of responding promptly to the needs of exporters,
importers and carriers. Dock workers feel that their dominant negotiating
position vis-a-vis the Government and the public-sector port
administration, high wages and generous benefits are justified, and
categorically assume that any changes proposed by exporters, importers
and carriers to raise productivity will mark the beginning of a process
whose underlying aim is to eliminate jobs. As an employer of dock labour
and an administrator of public-sector ports, the Government occupies an
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unenviable position. Since the Government needs the foreign exchange that
exports bring into the country, it chooses to support the trade and port
community, but it none the less harbours the political ambition of
remaining in power and is well aware of the fact that the national federation
of unions could instruct its members to vote for an opposition candidate if
any component of the existing port labour regime is changed.

To say that port labour unions are opposed to a market-oriented
reform of the regulatory structure governing their activities would be
misleading because such a statement alludes to a clarity of policy which
does not exist. What does exist is a general resistance to any alteration
-whether political, commercial, technical, institutional or social in nature—
of the status quo because changes in each of these areas have dramatically
reduced the demand for dock workers’ services (The Economist
Intelligence Unit, 1994a, p. 25). Dock workers express a fear that:

“If we are more productive, there will be less work; if the earnings of

exporters and importers improve through lower cargo-handling

costs, our wages and benefits will be reduced; and if private

employers become prosperous, we will be driven into poverty.”
This fear is based on a mistaken belief that earnings and jobs for one group
within the port community are obtained at the expense of another. It has
little to do with the market’s capacity for creating wealth in an open
economy. Growth in open-market economies is largely represented by
mutual progress and by shifts of labour between one sector and another,
rather than the redistribution of a fixed amount of wealth and work (The
Economist, 10 October 1984, p. 15).

Port labour unions negotiate collective agreements with the
Government (port administration), have disputes with the Government
(maritime employers) and turn to the Government (the Ministry of Labour
and the courts) to resolve conflicts. The port is a government agency, dock
workers are government employees and collective negotiations are
bipartite (government-labour), not tripartite (government-labour-
employers). Disputes arise usually because exporters, importers and
carriers demand that the Government (port administrations and
employers) compel dock workers to accept modern technologies and
institutional arrangements which enhance productivity and lower costs.
Meanwhile, the unions demand that the Government protect their wages,
benefits and jobs. To settle such disputes, the Government (Ministry of
Labour) steps in and, for the most part, decides that modern equipment
will not be purchased or, if its acquisition is unavoidable, that it will be
utilized in a labour-intensive manner. Most illegal strikes —i.e., those which
are called before all dispute-settlement procedures have been exhausted or
which violate a no-strike agreement- are neither prosecuted nor punished
by the Government (port administrations and the courts). In view of the
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bipartite nature of port labour relations and the marginal attention
accorded to commercial factors, one cannot help but ask whether such a
broad role for the Government is appropriate.

In collective negotiations, unions deal with the more immediate types
of issues, such as gang size, working hours, vacation leave and health
benefits, while the two federations —one for registered and another for
casual workers- serve as umbrella organizations for calling industry-wide
strikes and for political bargaining at the ministerial level.> A number of
manufacturers’ associations, which are organized by type of activity, also
take part, but none of them acts as a national voice in dealings with the
Government and labour (Matos Mar, 1988, pp. 309-352). The Government
disbanded the monopolies that used to control on-board and dockside
cargo-handling activities (as well as putting an end to the distinction
between the two) over a decade ago, and since then the 15 unions that
existed at that time have splintered into more than 100. The unions are
members of one or the other of the national federations. The activities of
each federation are governed by seven-member executive committees who
are elected by their respective boards of directors for two-year terms. The
biennial assembly of delegates from member unions elect the board of
directors. This formal organizational structure appears to represent
workers’ interests, but this is not actually the case. Registered and casual
dock-worker unions at the nation’s principal port have a disproportionate
voice and voting strength in federation matters, and several times they have
threatened to withdraw if their specific demands are not met.

The existing institutional framework for port labour does not expose
either port administrations (maritime employers) or dock labour to the
influence of market mechanisms, so they have no reason to negotiate
market-responsive collective agreements that would meet the needs of
exporters, importers and carriers. It is not an overstatement to suggest that
the peaceful conclusion of such negotiations largely depends on the
continuance of government subsidies and cargo-handling monopolies.
Each trade union carefully observes the task boundaries of the other unions
in order to avoid demarcation disputes. When a port labour union goes out
on strike, the other unions usually support its demands so that their own
bargaining position will be similarly strengthened. These factors have
created an inherently weak institutional configuration that has become
rigidly legalistic and is thus in constant need of time-consuming, costly
interpretations and clarifications of regulations and collective agreements,
all of which has the effect of disrupting the flow of trade. Thus, the existing

5 On therole played by the National Council of Dockers’ Unions of Japan, see The Journal
of Commerce (8 April 1993, p. 1B).
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port labour regime has led to both the institutional and operational
stagnation of the nation’s ports, as dock workers invariably seek to
maintain the status quo so as to protect their jobs and benefits, rather than
facing up to outside competition.

Insummary, the port labour movement started out as asocial crusade,
with labour leaders proclaiming their intention to establish a new order in
the name of the working class. When the unions were given legal
recognition, however, the port labour movement was transformed into a
political force. Quite early on, port unions and political parties realized how
useful alliances would be as a means of obtaining support for their own
ends. The alliance between political parties and the port labour movement
proved to be very effective in motivating the Government to adopt
legislation and Constitutional amendments setting forth the social needs of
workers. In addition, as collective bargaining began to be conducted on a
bipartite (government-labour) basis, disputes started to be settled at the
political level. The role of ports in determining the competitiveness of
goods in international markets has become a strategic consideration with
the introduction of export-led growth policies. The open trading
environment into which exporters, importers and carriers have been thrust
by the global economy, export-led growth policies and modern
technologies is generating ever-greater competitive pressures for the entire
port community, and labour unions are struggling to maintain their
dominant position in the ports.

B. THE NEED FOR MARKET-BASED PORT
LABOUR REFORM

The major problems facing the country’s port administrations are a less
than optimal location in relation to major trade flows, a lack of modern
infrastructure and equipment, harbours that are too shallow for
deep-draught vessels, and the dock workers’ monopoly control of
cargo-handling and storage activities. It is generally agreed that these
factors have given rise to inefficient work practices, unsatisfactory
industrial relations, ineffective supervision and management, high costs
and overstaffing as well as having nullified most of the benefits that might
be derived from the existence of competition. Dock worker’s maintain such
afirm control over port activities that the port administration does not have
sufficient autonomy to purchase labour-saving technologies in the face of
union resistance. These shortcomings and weaknesses have led the port
administration to offer night and weekend services at punitive overtime
rates, to spend twice what it earns each month on labour and to run up a
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debt of approximately US$ 50 million with the central government. The
new port director recently remarked that,

“...even if the port had all the cargoes handled by its competitors, it

would not solve our financial and operational problems” (Fairplay

International Shipping Weekly, 25 February 1993, p. 28; BIMCO

Bulletin, January/February 1993, p. 55).

Port directors are generally appointed to their posts as a means of
repaying a political debt or in recognition of a social relationship. The
current director is a retired admiral who, immediately after assuming his
new position, requested an automobile, driver and 15 jobs for his friends.
As political appointees, port directors often fail to enforce collective
agreements because they want to avoid labour disputes that might tarnish
their otherwise unblemished careers or undermine their political
aspirations, or both. For example, the collective agreement provides for
21 hours of work per day, but dock labourers actually work a total of just
14 hours each day. To be fair, some of this loss of time is caused by the
recurrent unavailability of needed cargo-handling equipment, but the
major part is due to port labourers’ own late arrivals, early departures,
excessive rest periods and extended meal breaks, as well as to the constant
interruptions in operations occasioned by the fact that one or more tasks
cannot be completed because they are reserved, under the terms of
collective agreements, for other workers who are unavailable at that
moment, thereby setting off a chain reaction of costly and unnecessary
delays throughout the port.

The port administration recently sought to improve productivity and
control costs by reducing the workforce from 3,000 to 1,600 registered dock
workers (actually, however, a mere one-third of the remaining 1,600
workers would have been sufficient). These redundancies were carried out
through mutually-agreed layoffs and early retirements for which workers
received compensation payments that averaged US$ 11,000 per worker but
totalled as much as US$ 28,000 in one case. The cost of these compensation
payments was shared between the Government and the private-sector,
with two-thirds of the funds coming from the Government and one-third
from exporters, importers and carriers. The total compensation package to
be received by dock workers was originally estimated at US$ 22 million,
but the Supreme Court is in the process of evaluating numerous claims
presented by labour unions charging that various benefits were not
included. The current Government alleges that the Supreme Court is acting
in the interests of an alliance formed among dock labour, the country’s
preceding President and his political party. The national treasury has
indicated that it cannot accept responsibility for a compensation package
for redundant workers that does not have a maximum absolute value. As
a result, private enterprises that had shown interest in offering
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cargo-handling and storage services have begun to withdraw their
proposals for investments in specific terminals.

The director of labour relations at the port says that labour disputes
take up one-half of all management time and resulted in a loss of 91 days
of work last year. The leaders of port labour unions believe that an
economic strike —i.e., a strike that would simply involve withdrawing
workers from the port—would be doomed to failure because of the low skill
levels required of dock workers and the ease with which striking workers
could be replaced out of the large pool of unemployed manpower in the
surrounding city. Exporters, importers and carriers say the port is
expensive because the cost of investments in new infrastructure and
equipment are added to the financial burden of an unnecessarily large and
inefficient workforce. Ironically, the skill requirements for dock workers
would increase dramatically if they would accept modern cargo-handling
technologies. They would also, however, produce redundancies, and dock
workers have rejected this possibility. Many of the resulting port labour
disputes have led to property damage and violent confrontations between
striking dock workers and the police over proposals to change work
practices and bring in modern technologies. Thus, a successful strike for
union leaders and dock workers lies not in the economic coercion of
employers, but rather in political bargaining at the highest possible level of
government and in the threat of civil disturbances and violence if their
demands are not met.

Dock workers’ response to proposals for altering applicable labour
regimes, collective agreements and work practices in order to boost
cargo-handling productivity and reduce costs has been to halt work for two
hours one day a week or simply to hamper operations by means of
“go-slow” procedures which adhere strictly to existing collective
agreements. Government officials implicitly accept labour’s assumption
that capital is monopolistic per se and therefore adopt regulations that either
sanction or acquiesce to monopolies and privileges for labour based on the
argument that they are necessary to counterbalance capital, rather than
creating a commercial environment subject to market forces (Fairplay
International Shipping Weekly, 11 February 1993, p. 6; The Journal of
Commerce, 25 January 1993, p. 18). In other instances, union leaders have
placed their last hopes in a promise secured during an audience with the
Minister of Labour, or even the President, to maintain the current
pro-labour regulatory balance in any future institutional structure
governing relations between dock workers and port administrations
(maritime employers). Unless dock workers are exposed to the influence of
market mechanisms and without their participation in operational
decisions at the ports, however, such regulations and promises will prove
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to be very expensive for the country in terms of the reduced
competitiveness of its exports in international markets.

The situation in relation to other support services is equally
unresponsive to market signals. Many years ago, tug operators and pilots
formed associations which are, in effect, monopolies. Ship operators
complain that pilots simply do not show up at the pilot station at the times
requested. There are two high tides daily, so ships have two times per day
during which they can use the entrance channel. When pilots are
unavailable, ships have to wait another 12 hours for the next high tide. To
avoid such waiting periods, ship’s captains have begun to make gifts of
expensive binoculars to pilots who will take their ships into port first
(Fairplay International Shipping Weekly, 10 March 1994, p. 40). Indeed, the
pilots’ monopoly is so powerful that carriers end up paying a similar
amount for a ten-minute pilotage into another port of the nation, even
though there are no waiting periods or five-hour pilotage requirements
(Fairplay International Shipping Weekly, 9 June 1994, pp. 32 and 33). Any
suggestions for altering this monopolistic and corrupt practice by
expanding the supply of such services-by, for instance, permitting captains
to qualify as pilots for their own vessels if they have entered and departed
the port a number of times and passed all required examinations- have
been vehemently rejected. The current director of the port believes that
there are very few sources of employment for former ship’s captains and
that, with certain changes to ensure the availability of pilots, current
practices should be allowed to continue.

In 1992, a survey of container ship operators using the port was
carried out. The average impact of delays in obtaining pilotage services was
analysed in terms of decreased productivity, higher costs and longer stays
in port for ship operators. The following table summarizes that analysis.

In order to translate these times and productivity levels into costs, let
us consider the case of a ship that called at the port to off-load 110 containers
and to take on another 50, for a total of 160 units having an average weight
of 10 tons each. The ship took a total of 46 hours to deploy these 160
containers instead of 23 hours because another 23 hours were lost either at
the dock or waiting for pilots or for the tide. This means that 23 hours —or
50% of the total- was lost or wasted. As an illustration of the financial
consequences of such factors for ship operators, if we assume that the ship
was chartered at a daily rate of US$ 7,000.00, then the actual cost to the
charterer for 46 hours would be US$ 13,416.74, or US$ 83.85 per container
or US$ 8.39 per ton of cargo. If the 23 hours of wasted time were eliminated,
the payment made by the charterer would have been cut in half, to
US$ 6,708.34. Since the ship calls at the port every 18 days —i.e., 20 times
each year- the charterer incurs an unnecessary expense of US$ 134,166.80
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Table 1
AVERAGE PORT PRODUCTIVITY
(In hours and containers, as indicated)

Time (in hours) Productivity

Waiting Navigating At Wasted  Containers Containers
for pilot/ to dock/ dock  atdock per ship/ per dock
tide open sea hour atdock  worker/hour
Ship arrival:
10 5 20 7 8 12
Ship
departure:
6 5 - - - -
Source: ECLAC, on the basis of official information provided by port administrations in Latin

America.

annually, which is equivalent to the charter rate for 19.2 days, or slightly
more than one entire round trip.

If port labourers were actually working the required 21 hours per day,
instead of 14 hours, the container-handling rate would increase from
approximately 8 units per hour to 10. The reasons for the lower handling
rate are that labour laws adopted in 1934 prohibit the dismissal of dock
workers (so it doesn’t matter whether they do a good or bad job) and that
foremen (the stevedores’ bosses) are paid nearly the same wage as the
labourers who they supervise, and foremen therefore see no reason to
complicate their lives by demanding an end to absenteeism and
malingering or by urging the stevedores to work harder in order to boost
productivity. The national association of exporters has estimated that, as
an average for all cargo loaded and unloaded, cargo handling at the port
costs US$ 40 per ton, while cargo-handling charges at European ports range
from US$ 6 to US$ 8 per ton (Seatrade Review, March 1993, pp. 47, 49 and
51). The total cost to the charterer for the movement of the 160 containers
would thus be US$ 77,416.74 (1,600 X 40 = 64,000 + 13,416.74), which
amounts to US$ 483.85 per container or US$ 48.39 per ton of cargo.

If the 23 hours of non-productive ship time were eliminated, if port
labourers were actually to work 21 hours per day and if handling charges
for containers were in line with the European standard of US$ 8 per ton,
then the cost structure at the port would change dramatically. First, the
payment to be made by the charterer would be cut in half (US$ 13,416.74/2)
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to US$ 6,708.34. Second, the charge for cargo-handling services would be
reduced from US$ 64,000 to US$ 12,800 (US$ 8 X 1,600). The total charter
and cargo-handling cost would thus be lowered to US$ 19,508.34, as
opposed to US$ 77,416.74, or US$ 121.93 per container or US$ 12.19 per ton
of cargo, which is nearly four times less than the actual amounts paid. Due
to the existing cost structure, the nation’s exporters ultimately receive only
40% of the CIF value of their products, whereas exporters in developed
countries obtain 60%. The national trade association estimates that these
operational inefficiencies at the port cost the nation some US$ 1 billion
annually in lost exports.

Legislation was passed to deregulate labour -ie., to remove the
bureaucratic obstacles to the interplay of market forces in the port’s labour
market. The elimination of an institutional framework, or any part thereof,
will create a regulatory vacuum, however, unless it is balanced out by other
regulations governing the roles of public and private interests. In this case,
the deregulation of port labour was not accompanied by any such
measures. Consequently, the entire port community has been drawn into
just such a regulatory vacuum, and all its members are struggling to retain
their dominant positions and monopoly rents. Dock workers continue to
pressure the Government to preserve the existing port labour regime,
which shelters them from the competitive forces faced by exporters,
importers and carriers, and to ignore these groups’ warnings that they will
switch to other ports unless labour costs are reduced and productivity
improves. Indeed, importers of steel coil have threatened to use the ports
of a neighbouring country unless the labour unions agree to make these
changes, even though the overall transport distance would be greater, and
exporters of fresh fruit have begun to make investments in countries closer
to northern-hemisphere markets in anticipation of a failure to restructure
the country’s domestic port labour regimes.

The Government has submitted a bill to Congress to decentralize
public-sector ports. The legislation in question is flawed, however, in that
it does not specify what would be decentralized (the ownership,
administration or operations of the port, or some combination thereof) or
at what level (state governments, municipal authorities, private interests or
a mixed public-private body). No effort has been made to extend the scope
of the antitrust regime beyond the restrictive practices of exporters,
importers and carriers to cover equally harmful labour monopolies or to
use it to protect market mechanisms from monopolistic abuses so that port
labour unions and maritime employers might be able to refer to an
independent, unbiased parameter as a basis for harmonizing their
respective demands. The Constitution lays down a general rule whereby
monopolies are prohibited, but then goes on to authorize them in numerous
public-sector activities. The cargo-handling monopoly of dock workers has
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inflated labour costs so much that they represent an estimated 80% of total
expenses, while, at the same time, the efficiency of cargo-handling services
has decreased. Port unions ignore the commercial needs of exporters,
importers and carriers because they are not subject to market mechanisms,
use a variety of arguments concerning national defence and economic
security to support their claims that decentralization of the nation’s ports
would be unconstitutional, and have amassed a substantial political
following to back up their position.

A proposal has also been made to replace the national port
administration with a board of directors composed of governmental
representatives from the national, state and local levels and of persons
representing the interests of exporters, importers, carriers and labour
groups. This board would have a wide range of responsibilities which
would include determining when changes need to be made in the laws
governing commercial ports, directing the bidding process for potential
franchises, overseeing port operations to prevent monopolistic abuses,
conducting studies to determine the port requirements of the entire nation
and setting port charges. Exporters, importers and carriers fear that
government participation in such a board would perpetuate the ports’
traditional pro-labour bias and create obstacles to needed private
investments because the cost of port labour would be higher than its market
price. As examples of this bias, these groups point to provisions in the
Constitution, federal labour laws and collective agreements which entitle
workers to year-end bonuses, vacation premiums, profit-sharing
arrangements, low levels of productivity, shorter night shifts and
exorbitant overtime rates.

Existing port labour regimes, collective agreements and work
practices have created a privileged class of workers who are the political
beneficiaries of wage and social gains which were won without it becoming
necessary to generate offsetting commercial advantages for exporters,
importers and carriers (Apolo, 1994, p. 44). The Government has very little
incentive to control the cost of dock labour because it bases its approval of
collective agreements on social-political criteria, while the port
administration, which is also the employer in this case, has a quite limited
commercial motivation because it operates on the basis of the same criteria
and has ready access to the public treasury to cover any extra costs. The
Government has responded to port labour’s desire to maintain the status
quo by allowing the proposed law, which would permit private-sector
participation in State-owned ports, to become bogged down in committee
debates and has drawn up a marketing programme for the nation’s ports
based upon infrastructure investments. These investments are seen by
government officials and legislators as a non-political, low-cost social
answer to the need for greater productivity and cost-effectiveness which is
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thus preferable to the option of making changes in the institutional
framework for port labour.

C. A BASIS FOR CHANGE

Perhaps the highest price which the Government has paid for its obsession
with satisfying the social-political demands of dominant groups, especially
labour, is to have created a distorted commercial environment in its ports.
This can be seen in two areas: first, the access of ports to the public treasury
haslessened -if not entirely destroyed- their desire to compete; and second,
as ports are government agencies, they do not have to earn a profit or face
the risk of bankruptcy. The link between the free interplay of market
mechanisms and the commercial attractiveness of ports for exporters,
importers and carriers is readily apparent, since a signal from the former
elicits changes which lead to innovations, improvements in productivity
and greater cost-effectiveness. The capacity of port labour to react to such
signalsis impeded -if notblocked altogether- by political alliances, worker
registration systems, cargo-handling monopolies and government
subsidies. In a globalized economy, the competitiveness of goods and of
ports are interdependent, even though governed by different factors, and
when the Government undermines one, it harms the other.

After decades of government administration and operation of ports,
the evidence is clear: public-sector officials and union leaders cannot
negotiate competitive wage levels, do a better job of setting port charges or
make more discerning investments in infrastructure and cargo-handling
equipment than the private sector can in response to market signals. It is
also evident that without a market-oriented port labour regime, a
commercial basis for private-sector involvement will not be created. Dock
workers’ opposition to the reform of their institutional framework is so
intense that many legislative initiatives have perished as a result of the
pressure that unions have brought to bear on elected and appointed
officials. However, the goals of port administrations, dock workers,
exporters, importers and carriers do not necessarily have to conflict; all that
is needed is for their relationship to be governed by market mechanisms.
Governments can utilize market mechanisms to transform unions from
social-political entities having substantial regulatory influence over work
practices, job security and pay levels to market-led institutions where
customer service, commercial objectives and opportunity-oriented social
equity predominate.

A changeover from central government control of the ports —~with all
its attendant benefits of bureaucratic largess and an out-of-date,
hard-to-modify regulatory framework- to a decentralized, deregulated
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commercial environment dominated by the private sector is nothing short
of overwhelming for dock workers. Highly centralized, inflexible labour
regimes permit unions to dominate the Government and give priority to
social-political goals. Under inward-looking development policies,
productivity and cost control were marginal considerations because high
port costs merely increased the prices of imports in the domestic market,
so hard work on the part of dock workers was an unnecessary virtue. This
led to the institutionalization of inefficient labour practices and high port
costs. With the introduction of export-led growth policies, however, port
labour has now begun to be seen as a cost-increasing impediment to a
successful response to international competition. The current institutional
framework for the port labour movement is an outgrowth of efforts to
create a semi-autonomous national economy as well as being a victim of
export-led strategies. Thus, the basis for change lies in a market-oriented
reform of the port labour regime designed to create a commercial
environment for exporters, importers and carriers as well as professional,
better-paid and commercially secure employment conditions for dock
workers.



III. THE MARKET PARAMETERS OF PORT
LABOUR REFORM

In order to understand the port labour movement in Latin America and the
Caribbean, it is necessary to grasp the political, commercial and social
significance of ports in the region. With very few exceptions, ports are not
simply a marginal phenomenon that can be explained in terms of physical
facilities or economic theories because they are so heavily influenced by
political events, trade and monetary flows, and factors affecting the welfare
of workers. Many Governments of the Latin American and Caribbean
region have sought to restructure their public-sector ports in order to create
a basis for private-sector involvement, but port workers have underscored
the high social costs of laying off employees, the difficulties which
displaced workers have in finding alternative employment and the
possibility of civil disturbances, and have sown seeds of doubt as to
whether dock workers and their families may not vote for the candidates
of another political party in forthcoming elections if port activities are
restructured on the basis of purely commercial criteria (Port Development
International, October 1994, pp. 34-37; The Economist Intelligence Unit,
1994b, pp. 23 and 24). There appears to be no way to allay such
social-political concerns or to prevail over the influence exerted by dock
workers, who dominate port activities. This is not actually the case,
however.

Dock workers, like air-traffic controllers, occupy well-located centres
of political power and have taken advantage of government efforts to create
sources of employment and maintain industrial peace in order to improve
their own wages and benefits. In a globalized economy, however,
Governments need to ensure that dock workers (the largest cost factor for
ports) are exposed to market mechanisms in order to ensure that they will
help make ports commercially attractive and will contribute to the
competitiveness of a nation’s goods in international and domestic markets.
Yet port labour can be placed within a market-responsive institutional
framework only if legislators are shielded from the coercion of dock labour
and are authorized to formulate port labour regimes which respond to
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market signals and to the opportunity-oriented dictates of social equity
(Ambito financiero, 21 April 1993, p. 4). The competitive influence of
market mechanisms will force maritime employers and dock labour to
collaborate in order to achieve their commercial and social goals. In
fashioning a port labour regime that responds to these challenges,
Governments should take into account numerous factors. Some of the more
important are: i) macroeconomic policies, ii) the port labour market,
iii) labour disputes, iv) job security, and v) the re-entry of redundant port
labour into the workforce.

A. MACROECONOMIC
POLICIES

Latin American and Caribbean Governments have utilized a wide range of
macroeconomic policies —including laissez faire, industrialization through
importsubstitution, investment-led and export-oriented approaches—since
the beginning of this century (Silva, 1988, pp. 3-44). In the 1950s, for
instance, it was widely assumed that advanced nations controlled the terms
of world trade thanks to their earlier industrialization and establishment of
multinational corporations, and that developing countries were destined
to continue exporting raw materials and other commodities having a low
processing content (Burns, 1972, pp. 134 and 135). To break out of this
vicious circle of economic dependence, Governments introduced
import-substitution policies in an effort to promote industrialization and
reduce their reliance on the external demand for their exports, set up
State-run investment banks as well as many public-sector enterprises, and
passed legislation to protect infant industries so that they could compete
against multinational corporations (Golbert and Tenti, 1993, pp. 179-219;
The Economist, 13 November 1993, p. 6; Franco Montero, 1993, pp. 12-14).
Governments also granted monopolies to domestic industries, limited the
access of national firms to foreign suppliers, and generally sought to avoid
any negative impacts from such policies through the use of import duties,
devaluations, subsidies and exchange rate restrictions (Ocampo Siguenza,
1993, pp. 731-742).°

% In July 1970, for instance, President Velasco of Peru stated:

“We are aware that what is at stake here is nothing less than the nature and direction of

Peru’s future. Our dependency, our underdevelopment, our poverty and our back-

wardnessare the consequences of an economic, political and social system whose continuation

clearly makes it impossible to overcome these serious problems plaguing our country.”
See Iguifiiz (1988, pp. 353-409). The use of import-substitution policies is not confined to Latin
America and the Caribbean. On their use in Asia, see International Bulk Journal (December 1993,
pp. 15,17 and 19).
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The commercial needs of many domestic industries were sacrificed
for the sake of these import-substitution policies. For example, national
ocean carriers were required to purchase vessels from domestic
shipbuilders. To subsidize loss-making shipyards, the charges at many
ports were raised by 50% for exports and 100% for imports. With an assured
demand for vessels and source of subsidies, domestic shipbuilders had little
incentive to innovate or reduce costs, and continued to build
technologically obsolete vessels long after they had been supplanted by
more modern tonnage. These policies created structural inefficiencies
which impaired the competitiveness not only of shipbuilders and ocean
carriers but also of the goods transported by those carriers. Thus, the
existing system of market protection, paternalism and privileges
encourages the pursuit of what are, in a globalized economy, untenable
social-political goals.

The regulatory regimes that provided a foundation for
import-substitution policies isolated many national industries and workers
from international competition (Edwards, S., 1993, p. 47; Marshall and
Tucker, 1992, p. 7; Heldman, Bennett and Johnson, 1981, pp. 6 and 7).
Many port labour practices —-such as cargo-handling monopolies and
inefficient two-shift operations— which were institutionalized during
this import-substitution phase continue to raise the cost of the relevant
nations’ goods in international markets. The wage and task rigidities
inherent in the collective agreements entered into by dock workers have
blocked planned improvements in productivity and cost reductions that
would be made possible by the introduction of new cargo-handling
equipment. The commercial impact of such practices was of little
relevance, however, as they merely reinforced import-substitution
policies by making imports more expensive in domestic markets.
Nevertheless, by the early 1960s there was a growing recognition that
the limits of such policies had been reached, and Governments began to
make an effort to increase foreign exchange receipts through the
promotion of exports. The focus on export promotion was strengthened
by the debt crises of the early 1980s, when Latin American and
Caribbean Governments began to open up their economies through
the adoption of export-led growth policies (Edwards, S., 1993,
pp- 1358-1393).

These policies have brought into sharp relief the pivotal role
played by ports in commercial activity and have enormously increased
their strategic importance in the achievement of trade objectives (The
Journal of Commerce, 28 October 1993, 1B). None the less, the ports have
failed to back up such policies in the sense that they have been inefficient,
grossly overstaffed, under the monopoly control of port labour unionsand
unnecessarily expensive (Apolo, 1994, pp. 47 and 57-59; Couper, 1986,
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p. 55).” Nations that have adopted export-led growth policies have found that
such costs and inefficiencies have had a negative impact on the prices of both
exports and imports. Ports have always been instrumental in the achievement
of macroeconomic policies, and most Governments have therefore begun
to reform the institutional arrangements governing port labour in order to
reflect the changes in the economic environment brought about by the shift
from inward-looking development to export-led growth. Competing with
the rest of the world is new for dock workers of the Latin American and
Caribbean region because they have been isolated from the competitive
influence of international trade for so many years by laws and regulations
designed to support import-substitution policies. Yet the commercial
challenges facing exporters, importers and carriers cannot be met unless
port labour is exposed to the competitive influence of market mechanisms.
The changeover from import-substitution to export-led policies
appears simple, but it actually represents a profound shift which leads to
arestructuring of almost all economic activities. The monopolies that many
domestic manufacturers used to enjoy have been eliminated as customs
duties have been rolled back in order to permit goods from other countries
to compete in local markets. The resulting competition has compelled
domestic producers to meet the demands of international markets locally
and has prepared them to compete beyond their national borders (The
Economist Intelligence Unit, 1993a, p. 15). The parallel measure which
would encourage dock workers to provide greater support for export-led
policies would be the adoption of port labour regimes that expose them to
market mechanisms (Business Latin America, 7 November 1994, pp. 2 and
3; 22 November 1993, p. 8; 4 October 1993, pp. 2 and 3). Such exposure
would ensure that dock workers would be operating in a competitive
environment which could be ignored only at great risk to the commercial
viability of exporters, importers and carriers and to those workers’ own
needs in terms of benefits and job security. Export-led growth policies have
motivated manufacturers to abandon the idea of advancing their activities
through a reliance on various protective measures accorded them by
Governments, and port labour is destined to react in the same way.

7 As a recent example of overstaffing, in a dispute between the International
Longshoremen’s and Warehousemen’s Union (LWU), which represents port labour on the west
coast of the United States, and Peavey Grain Terminal concerning the dismissal of redundant
workers, the court held that:

“The evidence reveals that for several years, the duties of a supercargo (a clerk who checks
the cargo) were similar to those already being performed by the load master (the most
experienced loader).”
Thus, the supply of port labour and its assignment often bear no relation to the volumes of
cargo being handled or to the cargo-handling equipment being utilized. See The Journal of
Commerce (5 January 1994, p. 8B and 16 November 1993, p. 5B).
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The ability to compare, purchase and employ raw-material, labour
and service inputs at a worldwide level means that the traditional
distinction between domestic and international markets has lost much
of its relevance and needs to be recast as a global requirement of
unprotected competitive specialization. Within this context,
Governments of the Latin American and Caribbean region have begun
to pass legislation which lays a foundation for the participation of
private investors in public-sector ports. This also involves exposing
dock workers to market mechanisms through a reformulation of labour
regimes to reflect the changed commercial setting created by their
incorporation into the international labour market (The Journal of
Commerce, 3 October 1994, p. 1B). An illustration of this point is
provided by the competition generated among the individual
distribution networks that supply fresh fruit from Argentina, Chile,
New Zealand and South Africa to buyers in Chicago; excessive port
labour costs or low productivity in any one of these countries could
result in its loss of that market, even though its growing and harvesting
costs might be lower. Since in this case similar goods are competing in
the same market, dock workers are exposed to the competition of the
international labour market. Thus, the traditional concept of
competition between comparable finished goods has been transformed
into competition all along the line, from the first input to the final
product, with each input and final product having its own demanding
market requirements.

Such a transition requires that the trade and port community
understand how the repercussions of political, technological, economic
and human developments can strengthen or weaken export-led growth
policies. For example, the Government of Japan and domestic
manufacturers joined forces to focus their activities on producing a wide
range of high quality goods, enhancing worker productivity and
controlling factory and input costs, but they disregarded the costs which
workers must defray that are external to such enterprises (The Nikkei
Weekly, 6 December 1993, p. 3). Since foreign access to domestic
Japanese markets is quite limited, housing and rice -two basic
non-factory expenses for workers— are many times more expensive than
they are in other countries and need to be taken into account when
determining a living wage for workers and, ultimately, the price of the
goods produced (The Nikkei Weekly, 20 June 1994, p. 10; Gazeta mercantil,
17 November 1993, p. 32; The Wall Street Journal, 9 November 1993; The
Journal of Commerce, 4 November 1993; The Economist, 30 October 1993,
p. 70). Thus, once other countries with lower non-factory costs reached
the same levels of product quality and diversity, worker productivity
and business cost control, many Japanese products —such as ships and
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automobiles— became less price competitive. The Government of Japan is
aware that a wide range of costs incurred outside factories influence the
price of its exports in international markets and has therefore begun to
import lower-cost rice and plans to deregulate the housing industry (The
Economist, 20 August 1994, pp. 52 and 53; The Nikkei Weekly, January
1994, pp.1and 27; The New York Times, 21 December 1993; Business Week,
13 December 1993, p. 128). Indeed, prices reflect the cumulative effect of
every decision made by Governments, manufacturers, service providers,
suppliers of inputs and even by society at large.

The impact of export-led growth policies on port labour has taken the
form of self-defeating, trade-depressing conflicts between dock workers,
port administrations in their capacity as employers and other government
agencies. The needs of exporters, importers and carriers usually receive
only marginal attention in such conflicts, even though they are the raison
d’etrefor the ports as well as leading actors in the international trade system.
Just as a democracy which protects the interests of a class of inefficient,
leisured landowners is not “functional” in economic terms and often leads
to civil disorder, a port labour regime which does not expose dock workers
to market mechanisms is equally inoperative and leads to many
commercial and social problems. The goals of such trade policies cannot be
attained and ports cannot modernize if dock workers are isolated from the
competitive rigours of the marketplace, accorded monopolies over the
supply of cargo-handling services, and permitted to reject advanced
cargo-handling equipment and institutional arrangements which will lead
to greater efficiency. Thus, market-oriented port labour regimes are needed
to eliminate monopolies and practices which push dock workers’ wages
above market-clearing or equilibrium levels because all Latin American
and Caribbean countries are exposed to the competitive forces of easily
substitutable goods and services.

B. THE PORT LABOUR MARKET

The exceptional provisions regarding wages, benefits and job security that
most Latin American and Caribbean dock workers enjoy are aconsequence

8 The Nxx Corporation of Japan has set up a project team to find ways to reduce its
shipbuilding costs to a level comparable to those of Korean yards. NKK estimates that a 30%
improvement in productivity would result in a 10% savings in shipbuilding costs. See Fairplay
International Shipping Weekly (6 October 1994, p. 7). For the automobile industry, see Business
Week (6 June 1994, pp. 26-27 and 27 December 1993, p. 38) and The New York Times (5 November
1993, pp. Al and D2). Miller and Kerwin (Business Week, 20 December 1993, pp. 67-68) state
that “... General Motors Corp. unit is plotting to beat the Japanese at their own game”.
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of the economic and political position which ports occupy in national affairs
and of the capacity of port labour unions to translate that position into
cargo-handling and storage monopolies, government subsidies,
registration systems and labour-intensive work practices. Such measures
constitute powerful impediments to the efficient operation of market
mechanisms in relation to the supply and demand for dock workers. With
the advent of instant, real-time electronic data processing and
communications systems and the capacity to compare the cost of
everything from raw materials to labour and from customs formalities to
land transport services, it has become impossible to isolate a nation’s
workers from the competitive requirements of the global economy. The
ability to compare input costs has created a powerful incentive to improve
the quality of both goods and services, raise output and lower costs to an
extent that was inconceivable even a decade ago. The impact of these forces
on the commercial activities of ports has raised some fundamental
questions as to the validity of existing port labour regimes.

Labour specialization has been in vogue ever since Adam Smith
described how productivity and quality increased and costs decreased
when the tasks involved in pin-making were separated and assigned to
lesser-skilled, one-function employees, and it has served as the principal
industrial model for nearly two centuries (Hammer and Champy, 1993, pp.
11-17; Smith, 1776).°

With the advent of multi-activity technologies and intelligent or
expert systems which compensate for gaps in education or skills, however,
the assignment of individual tasks to single-function workers has
increasingly come under scrutiny (Bluestone and Bluestone, 1992,
pp. 10-12). Expert systems actually help workers make decisions, if
management encourages them to do so. For example, a shortage of workers
with the advanced skills needed to produce reinforcing rods in Japan led a
manufacturer of that nation to develop a hand-held tool which incorporates
an expert system. Using this system, an unskilled worker merely has to
observe some simple application parameters to perform the required tasks
in a professional manner (The Nikkei Weekly, 27 September 1993, p. 12).
Just as the discontinuities between production, marketing and distribution
functions must be eliminated before nations can enjoy the full benefits of
participating in the global economy, sophisticated technologies are
beginning to integrate many distinct skills that previously were provided
by a large number of workers and are thus starting to eliminate

% Less widely quoted is his warning regarding business practices, which, in paraphrased
form, was:
“If two businessmen get together, you can be sure that the type of collusion contemplated
is against the public interest”.
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mind-deadening activities that were once carried out by single-function
workers.

The dominant force in the improvement of the productivity and
cost-effectiveness of cargo-handling activities in ports will thus no longer
be the single-function specialization of labour activities but instead a
multi-skilled workforce capable of operating and maintaining modern
technologies within a market-oriented institutional framework. Within this
kind of framework, workers will have a more professional working
environment, greater job satisfaction and more rewarding occupations, and
will therefore make a more effective contribution to the competitiveness of
the goods they produce in demanding, zero-defect international markets.
In making the shift from single-function specialization to multi-skill
operations, Governments, port administrations as employers and unions
must be aware that such a system entails a work setting governed by the
free interplay of market mechanisms which not only eliminate inefficient
enterprises but also require workers to accept technological innovations
and the institutional framework that supports them. Some of the most
important factors to be considered in making this shift are: i) the supply of
port labour, and ii) the demand for port labour.

1. The supply of port labour

Governments of the Latin American and Caribbean region have responded
to pressure from political parties, port labour unions and major lending
institutions to eliminate casual port labour by limiting the supply of dock
workers through registration systems. Such systems create a basis for
cargo-handling and storage monopolies and provide a mandate for the use
of government subsidies to cover any inefficiencies or extra costs involved
(Evans, 1966, p. 55). These systems have enabled port labour unions to
garner de facto control of port operations, and in certain instances
Governments have given serious consideration to handing over de jure
control to them as well. However, whereas it was possible to justify
dock-worker registration systems, cargo-handling monopolies and
government subsidies in semi-autonomous economies facing limited
international competition, with the advent of a global economy and the
introduction of export-led growth policies, the supply of dock workers, as
well as their cost and productivity need to be structured to reflect the
competitive requirements of the international labour market. Most
Governments have come to find that registers, monopolies and subsidies
promote inefficiencies and unnecessarily increase the cost of
cargo-handling services, all of which depresses trade competitiveness.
Only by exposing dock workers to market forces will the supply of port
labour reflect such requirements and, at the same time, improve the
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competitiveness of a nation’s exports in international markets (Ambito
financiero, 2 November 1993, p. 39).

It is generally agreed that any agreement between two or more
commercial entities to limit the supply of goods or services, to increase
prices, or to reduce competition constitutes a monopoly. The existence of
monopolies is usually authorized by Latin American and Caribbean
Governments through statutory provisions and regulations. A review of
port labour regimes and collective agreements in the Latin American and
Caribbean region reveals numerous provisions which limit competition in
the supply of dock workers. Most include provisions such as a) persons
may be hired as dock workers only if they are union members, but they
cannot become union members without first having been hired, and they
can neither be hired nor become union members without having relevant
experience; b) dock workers are entitled to benefits such as health
insurance, paid vacation leave and unemployment insurance only if they
are union members and their names are entered in the national register;
and c) areduced level of unemployment benefits are paid to registered dock
workers when there isno cargo to be loaded or unloaded. Inmany countries
there is an additional rule which requires that any new employees to be
hired must belong to the families of registered dock workers. Such
measures eliminate the need for dock workers to respond to market forces.

Labour unions have successfully dominated Latin American and
Caribbean ports for many decades because of the control they exert over
the supply of port labour. Registers, monopolies and subsidies used to be,
and to some extent still are, the tools utilized by unions to maintain and
expand the supply of port labour, while import-substitution policies
implicitly provided them with a commercial justification for any cost
increases (it was expected that imports would be more expensive in
domestic markets). Exporters, importers and carriers have been cast in an
unpatrioticlight if they criticize or disapprove of higher port costs, and they
have therefore often assumed a passive, almost non-entrepreneurial stance.
Port administrations, in their capacity as employers, have frequently
adopted a social view of their functions —i.e., the reduction of
unemployment- in order to avoid being thrust into the same disparaging
light. Since unions have such a strong influence over port administrations,
Governments are limited in terms of what steps they may take to reform
port labour regimes. Nevertheless, dock workers must no longer be
allowed to distort the cost-effectiveness of cargo-handling services through
their control of the supply of port labour. Many port labour unions in Latin
America and the Caribbean want to maintain public-sector involvement,
but greater access for persons possessing the requisite skills and experience
would greatly assist maritime employers to respond to the ever-changing
needs of exporters, importers and carriers rather than to some mistaken
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definition of good citizenship (The Journal of Commerce, 23 November
1994, p. 7B).

The political nature of registers, monopolies and subsidies can be seen
from the fact that such systems have not been applied to dock workers who
handle dry and liquid bulk cargo at specialized terminals or to labourers in
the construction industry, where there is also an abundant supply of
replacement workers and fluctuating demand. The reason for the
distinction between general cargo ports and specialized terminals in regard
to the use of registers, monopolies and subsidies is that workers at
specialized terminals are full-time, skilled employees who perform
multiple functions within a broader industrial setting and who therefore
are not in competition with the “anyone-with-brawn” labour supply. With
the construction of specialized container terminals and the need for highly
skilled equipment operators, maritime employers in other regions have
begun to employ such personnel on a full-time basis, whether or not there
is cargo to be handled, and to provide them with training programmes to
create a multi-skilled workforce. None the less, any effort to eliminate
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registers, monopolies and subsidies or to extend employment
opportunities in ports to all persons possessing the requisite age,
physical ability and experience will probably be viewed by dock
workers as a threat to their jobs and wages and will therefore be
difficult to implement.

The major weakness of efforts to regulate the supply of port labour is
thatlegislation cannot stabilize factors such as ever-varying exchange rates,
unbalanced trade flows, uncertain ship arrival schedules, unpredictable
weather, impulsive consumer preferences or aggressive competition from
other ports. Market mechanisms cannot stabilize such ever-varying factors
either, but they can create a basis for ensuring that the supply of port labour
more closely reflects demand and does not ignore the commercial realities
facing exporters, importers and carriers. The use of a registration system to
restrict the supply of dock workers and of monopolies to ensure that any
available work is given to persons whose names are on those rolls are
unwarranted in economies which offer alternative sources of employment,
and subsidies are unnecessary where compensation and retraining
programmes are available. Put another way, in export-led economies,
registers, monopolies and subsidies merely signal the presence of
inefficiencies that need to be eliminated in order to enhance the
competitiveness of a nation’s goods in today’s very demanding
international markets and to create commercial job security for port labour.
The supply of dock workers is best regulated by the requirements of
exporters, importers and carriers, which is another way of saying that port
labour should be exposed to market mechanisms.

Registers, monopolies and subsidies have created an opportunistic
mentality among dock workers which fosters low productivity, high costs
and cargo pilferage (The Journal of Commerce, 21 February 1995, p. 8B;
2 March 1995, p. 8B; 19 October 1994, p. 7B; Seatrade Week Newsfront,
March 1995, p. 12). This attitude has also led many registered dock workers
at public-sector ports in Latin America and the Caribbean to become
independent entrepreneurs and subcontract out their work to casual
labourers (ECLAC, 1990, pp. 45-46). As early as 1966, the International
Labour Organization recommended that:

“It should be made an offence to use another man'’s card or to pass

one’s card to another person ... In many places precautions are

necessary against corruption in the issue of cards and against fraud

and forgery” (Evans, 1966, p. 48).

A recent study of Ecuadorian ports found that the wages paid to registered
dock workers were so greatly in excess of market-clearing or equilibrium
levels that the work could have been subcontracted out four times over and
that ending this practice would yield an annual savings of US$ 9 million
(Lloyd’s List, 12 July 1993, p. 3).
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There are a number of options for averting such problems. First,
Governments can design commercial labour regimes which link the supply
of port labour to skills, experience and training (Cargo Systems
International, March 1993, pp. 28-31). Second, maritime employers can
meet with unions to explain what sort of competition they face, the situation
with regard to their firms’ earnings and the need to face up to the
competition. Port labour unions often agree to such requests if employers
can demonstrate that the commercial attractiveness of the port for
exporters, importers and carriers will be enhanced and that dock workers
will share equitably in any ensuing benefits. Third, unions and port
administrations, in their capacity as employers, can jointly define the rights
of different categories of port workers (i.e., persons for whom port work is
their occupation and persons who occasionally work on the docks to
supplement the income they receive from other sources). For example,
employees in the first category could be defined as those who work more
than 1,000 hours per year, while casual workers would work less than that.
In this case, the benefits furnished to the former would be substantially
greater than those received by the latter.

Another alternative would be for port administrations, maritime
employers and labour unions to jointly determine what the normal
working period is for handling seasonal cargoes such as perishable fruits
and Christmas merchandise and then to establish a special category of
seasonal port workers. Just as tax preparation services in the United States
have, in addition to their permanent employees, persons who work only
during the tax season and for whom they provide special training
programmes, ports could do much the same thing for their seasonal
workers. For example, the export season for fresh fruit from Chile runs from
late November to early May, and during that period the volume of
perishable cargo increases substantially. To create a pool of trained seasonal
port workers, fruit exporters and port labour unions could analyse various
options —summer employment for high school and college students, use of
the mass media to inform the public about the opportunity for seasonal
employment at the port, and incentives for persons employed in other
fields to take their vacations during the export season so that they can earn
extra income by working at the ports— to ensure that an adequate supply
of dock workers is available for the required period without generating the
added social costs that would be associated with a pool of unemployed
dock workers during the remainder of the year.

2. The demand for port labour

Following the Second World War, the heavy demand for manufactured
goods to rebuild war-torn nations and for food for their populations
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engendered a widely-held belief in Latin America and the Caribbean that
those markets were insatiable vacuums and that the region’s ports would
require countless berths, cranes, warehouses and dock workers to handle
ever-expanding volumes of goods. Strengthened by import-substitution
policies and a labour-intensive work environment, port labour unions
occupied a dominant position and were able to obtain wages and benefits
that exceeded their contribution to productivity and to influence the
decisions of port administrations. If the demand for port labour was
insufficient to provide work for all the stevedores, port administrations
yielded to union requests for the establishment of registration systems,
cargo-handling monopolies and subsidies, a reduction in working hours
and sling-load sizes, the introduction of narrower sub-specialties, the
avoidance of labour-displacing technologies, the exlfansion of labour-gang
sizes and an increase in unemployment benefits.!? The introduction of
export-led growth policies, however, has demonstrated that the demand
for dock workers’ services is derived from the demand for and
competitiveness of the goods they handle, and Governments can no longer
ignore that reality by isolating them from market mechanisms.!!

During the golden age of general cargo vessels (1890-1960), when
labour-intensive methods required that each item be handled individually,
dock work was largely an unskilled occupation. With the exception of the
stowage of cargo to withstand the rigours of an ocean voyage, the tasks
involved in dock work could be carried out by almost anybody. Towards
the end of that period, registration systems and monopolies were created
to ensure that cargo-handling, stowage and storage activities would be
reserved for members of labour unions. With the shift to capital-intensive
systems, such measures have become intolerably expensive, but in many
countries they remain in place. Today, special skills, training and
experience are required for the operation of sophisticated cargo-handling
equipment. No employer would think of hiring a person to operate a
US$ 8 million gantry crane simply because he is available, physically
capable of doing the job and willing to work for lower wages. Maritime
employers are much more discriminating now and look for professional
machine operators with specific skills, training and experience.

10 An author of a study on tripartite labour relations in Argentina stated that:

“The tripartite agreement played a central rolein the Peronist government’s concept ofa
democraticsystem: it was essential toits tradition of a “wisely-governed form of capitalism’
capable of withstanding the blows dealtit by social conflict” (Cavarozzi, De Riz and
Feldman, 1988, p. 182).

1 United Nations Conference on Trade and Development (UNCTAD, 1993, p.2) provides that:
“... the demand by these (specific) markets for port services are derived from a demand
for door -to-door logistics services which is itself derived from the demand for the
products being transported.”
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Governments adopted such measures as a way of artificially
stabilizing the demand for dock workers and these workers’ earnings;
however, labour-saving technologies, export-led growth policies and
private-sector participation have accelerated a trend in the opposite
direction, i.e, towards the cost-effective handling of cargo using fewer
workers (Fairplay International Shipping Weekly, 16 June 1994, pp. 38 and
40; The Journal of Commerce, 7 September 1993, p. 8B). The basic difference
between using political forces and market forces to determine the demand
for dock workers’ services is the rejection of market mechanisms versus
their acceptance. If Governments expose port labour to market forces, the
demand for dock workers will be influenced by a number of exogenous
factors over which they have little or no control (the competitive
environment confronting exporters, importers and carriers; location; space;
port facilities and water depths; the nature of areas inland from the port;
and the transport systems available to cargo owners) as well as by
endogenous factors over which they do have control (productivity and
cost-effectiveness of cargo-handling and storage services). The evidence is
quite clear, however: the port labour movement has utilized its strategic
position in the ports to pressure Governments to adopt political measures
which cushion the demand for port labour from the impact of both
exogenous and endogenous factors.

The structure of port employment has changed from the
employer-dominated system of hiring workers out of a common pool to
the union controlled “rotation-quota” system, where dock workers with
the least number of accumulated hours are given preference in hiring (also
known as “low-man-out” of the hiring hall). This latter system ensures that
the demand for port labour is directed towards a specific group of workers.
Maritime employers prefer the ready availability of replacement workers
ina common pool and would like to provide the lowest wages and benefits
possible. Unions correctly believe that the common-pool system is unfair,
but the union controlled rotation-quota system has leant itself to similar
abuses by providing dock workers with an implicit incentive to carry out
their activities slowly so as to ensure that those having few accumulated
hours would be able to work or to create a need for overtime work, which
substantially increases their earnings. At the port of Hamburg in Germany,
for instance, it became necessary to adopt legislation to regulate the
employment situation in order to resolve the impasse that arose when
employers demanded that the least-cost advantages of the common-pool
system be maintained while the union demanded its elimination (Turnbull
and Weston, 1992, pp. 385-404). Thus, both union- and employer-controlled
systems create costly privileges and benefits, and both disregard the
commercial realities of competition faced by exporters, importers and
carriers.
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The purpose of efforts to stabilize the demand for port labour is to
stabilize earnings. For ports with sufficiently large volumes of cargo to
generate a stable demand for labour, a system of permanent or company
employment has come to be utilized (Evans, 1966, p. 145). Ports without
such stability have developed a stratified system of employment under
which dock workers may be employed on a permanent, contractual or
casualbasis. The latter system provides employers with sufficient flexibility
to fill certain positions with permanent highly-skilled employees, who
work whether or not there is a ship in port, as well as to have a source of
non-permanent workers to absorb variations in demand (ECLAC, 1990,
pp- 40-42). This allows employers to divide their labour costs into fixed and
variable components by making the port labour market less rigid. As one
example, just as many teachers in the United States choose to be paid on an
annual basis even though they only work nine months out of the year, the
Ministry of Labour or maritime employers could, with the aid of
computers, calculate the average annual earnings of dock workers and then
withhold sufficient funds to pay their wages during periods when they are
customarily without work.

A stratified employment system that is responsive to market
mechanisms could lead to a reduction in the demand for dock workers, but
inefficiencies inherent in the common-pool and rotation-quota systems
could have an even more serious effect by making other ports more
attractive for users in terms of productivity and cost-effectiveness.

Many trade-depressing practices are utilized to expand the demand
for dock workers. These measures include restrictions on who can offer
cargo-handling services, limitations on working hours and days, exorbitant
overtime wage rates, overly large work crews, continuity rules which
prevent dock workers from moving between ships and hatches on the same
shift, the hiring of port labour through the unions and the use of experts
even when their services are not actually needed (Apolo, 1994, pp. 40 and
41; Port Development International, October 1994, p. 3). These rules isolate
port labour from market mechanisms, promote inefficiencies, generate
unnecessary costs and create an ongoing demand for government
subsidies. With the advent of global input sourcing, highly competitive
international markets and the transformation of port work from a labour-
to a capital-intensive activity, the unnecessary cost increases inherent in
measures designed to boost the demand for dock workers can no longer be
tolerated. The principal lesson to be learned from such practices is that
unsubsidized, unprotected economic growth is brought about by
responding to market mechanisms, not by isolating enterprises and
workers from them, and that it is based on a willingness to offer new
products and services, change production systems, retrain workers, and
utilize modern technologies and institutional regimes.
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In a global economy, exporters, importers and carriers have a
tendency to reposmon themselves in order to generate competitive
advantages Ports, however, cannot. Public and prlvate sectors may ]om
forces to construct the most modern port facilities in the world, train dock
workers in the latest cargo-handling techniques, simplify documentation
requirements, offer electronic data interchange (EDI) services and charge as
little as possible, but ships will still not call at the port and there will thus
be no demand for dock workers’ services unless exporters, importers and
carriers find that these factors make a greater contribution to the
competitiveness of their goods and services than do those of other ports
(Lloyd’s List, 11 August 1993, p. 3). To enhance the commercial
attractiveness of their port and generate a demand for their services, dock
workers need to change their focus; rather than seeing themselves as
cargo-handlers within the port area, they should make an effort to serve as
trade promoters and facilitators. Dock workers should think of themselves
as providing a global, standardized service which subjects them to the
competitive requirements of the global economy. The changed commercial
environment of ports makes it necessary for dock workers to observe abasic
economic principle: unit labour costs cannot rise unless there are
corresponding increases in productivity and cost competitiveness.

Just as modern technologies reduce the demand for port labour, it is
a foregone conclusion that a commercially oriented port labour regime will
do so as well, since it permits those technologies to be utilized more
effectively (South North Development Monitor, 8 March 1994, pp. 5-7). In
1981, for example, the Government of Chile adopted Act 18,032, which
deregulated the commercial activities of ports and put an end to on-board
and dockside cargo-handhng monopolies as well as to the distinction
between them.!3 The Maritime Association of Chile has estimated that
following the adoption of this law, and without any major additional
infrastructure investments having been made, the cargo-handling rate
jumped from 800 to 2,000 tons per day per berth. In 1992, 1.15 million tons
of cargo were handled at nine berths; 23 berths would have been needed to
move the same amount of cargo if handling rates had still been at their 1981
levels (Cdmara Maritima de Chile, 1992, p. 28). If we were to assume that a
linear relationship existed between 1981 cargo-handling rates and the
demand for port labour, then the 3,200 registered dock workers employed
at the country’s 10 general cargo ports in 1981 would have had to been
supplemented with an additional 4,800 men —for a total of 8,000 dock

12 American Airlines has informed its stewards and stewardesses that a wage reduction
of 20% is required or they will begin to hire non-domestic flight attendants at a lower wage.
See Business Week (1 November 1993, p. 40).

B Regarding a similar effort in India, see The Journal of Commerce (21 October 1994, p. 7B).

51



workers-to handle the volume of cargo moved in 1992. Instead, today those
same ports employ an estimated 1,400 workers. Thus, Governments have
the choice of either developing compensation programmes for displaced
workers and enjoying increased trade volumes or maintaining a swollen
demand for port labour and resigning themselves to a lower volume of
trade.

C. LABOUR DISPUTES

Latin American and Caribbean Governments granted legal authority to
their countries’ labour movements in the 1930s, but labour leaders could
still be incarcerated for interfering with the rights of others to work.
Labour leaders were not always prosecuted, but they were often
dismissed as part of the process of re-establishing “harmony” in the
workplace. Mutually advantageous alliances were formed between port
labour unions and government officials, candidates and political parties,
and each used the other to achieve its or their own social and political
objectives. Each political party —Socialists, Communists, Radicals,
Liberals and Conservatives— represented a totally different view of
society, definition of property and idea about workers’ roles, with each
claiming to espouse society’s most fundamental rights and asserting
that, in the event of any conflict, those rights should prevail over all
others, which were considered to be less basic in nature. For example,
political parties opposing the Socialist government of Salvador Allende
(1970-1973) encouraged the truckers’ union in Chile to take part in a
political labourdispute in October 1972 in order to destabilize that
administration. Governments have sought to overcome the political
aspects of such disputes by establishing specialized labour courts within
their legal systems. Even today, most strikes are couched in economic
terms, but political overtones remain (Matos Mar, 1988, pp. 309-352).
Only through greater collaboration between port labour and maritime
employers in the resolution of labour disputes can such overtones be
eliminated.

Efforts to settle disputes between port labour and maritime employers
should begin with a review of the existing problems by joint
labour-management committees.'# The American Arbitration Association
has found that such committees are able to resolve 99% of all
labour-employer conflicts in the United States. The purpose of such
committees is to establish a mechanism that will permit port unions and

1 g50e for example, Compafiia Guatemalteca de Terminales a Granel, S.A. (1988,
pp- 28-30).
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maritime employers to avoid disputes as well as to settle those that do
arise. These committees should divide their time between evaluating the
implications of plans and programmes for both dock workers and
employers (e.g., changes in port operations, investments in new
cargo-handling equipment, computer applications and training
programmes) and redressing their complaints. Dock workers should
outnumber employers on these committees —preferably by a two-to-one
ratio— in order to counterbalance the natural leadership position and
dominant role of employers. As a group, most of the workers sitting on
such committees should be senior employees who constitute a
cross-section of all shifts, major departments and age groups. These
committees should encourage maritime employers to take into account
dock workers’ ideas and suggestions for improving productivity and
cost-effectiveness before any major decisions, programmes or policies
are implemented and to strive to settle disputes before more formal
proceedings become necessary.

Thejurisdiction of labour-management committees can be handled
in a number of ways. One possibility is to leave this question to the
discretion of the parties to a dispute, which would mean that they would
have to agree beforehand on what types of matters were to be subject to
committee decisions. Often such jurisdictional foresight is lacking,
however, and the parties involved simply adopt whatever legal position
is the most advantageous for them. To avoid this situation, Governments
might go to the other extreme and include measures in their labour
regimes that establish a jurisdictional requirement encompassing all
port labour disputes. Such a broad mandate would create numerous
conflicts with arbitration and court proceedings, however. For example,
should disputes between port labour and maritime employers first be
submitted to committees, with a right of appeal to formal arbitrators and
then to the courts, or should the decision handed down following the
original hearing be considered final? It would appear that the best choice
would be a phased enlargement of the jurisdiction of such committees
over a five-year period, starting with the enforcement of statutory rights
such as minimum wages and occupational safety, and then moving on
to retirement pensions, health insurance, paid vacation leave and job
security, and, finally, wages.

The informal settlement of port labour disputes is eminently more
acceptable and modifiable than a settlement imposed by an arbitrator or
judge (Schwieger, 1988, pp. 344-349). When informal procedures fail,
however, disputes may be resolved by a third party. Arbitration
involves the voluntary referral of disputes, by agreement among the
relevant parties, to an impartial third party for determination on the
basis of evidence and arguments presented by the parties to the dispute,



who agree to abide by the arbitrator’s decision. 15This practice beganalmost
by accident in the Latin American and Caribbean region, where it is
customary for a person of recognized stature in the community to be called
upon by both parties to settle a labour dispute that has reached a point
where neither party will yield and where violence has already or is about
to break out. One example is the case referred to in the introduction to this
book, in which a retired admiral was called upon to resolve a labour dispute
that arose at the port of Valparaiso, Chile, in 1903 (Ramirez Necochea, 1956,
pp- 282-289). This independent, third-party type of proceeding has been
utilized with increasing frequency and most countries have passed laws to
institutionalize it.

Arbitration ought to offer a rapid, commercially-sound, least-cost
method of settling disputes, but many persons involved in such conflicts
have distorted this mechanism to achieve their own ends. For example,
parties to a dispute sometimes withhold information from arbitrators, use
arbitration proceedings and their costs as a harassment technique, and
demand much more than either is willing to accept because arbitrators
often “split the difference” between conflicting positions (The Journal of
Commerce, 18 February 1994, p. 12B; Fairplay International Shipping
Weekly, 11 November 1993, p. 3). To counter such practices, arbitrators
should either accept or reject the most reasonable and objective proposals
advanced by disputants.'® If both proposals are rejected, the parties should
have to reformulate their positions and submit further proposals until the
arbitrators are satisfied. To ensure that neither party takes advantage of the
other, arbitrators should have the right to request the courts to issue
restraining orders. This approach places the responsibility for finding a

15 Adecisiontousearbitration tosettle labour-management conflictsis usually formalized
through a clause in collective agreements. For example, the following is an arbitration clause
proposed by the American Arbitration Association:

“Any dispute, claim or grievance arising from or relating to interpretation or application of
this agreement shall be submitted to arbitration administered by the American Arbitration
Association under its Labor Arbitration Rules. The parties further agree to accept the
arbitrator’s award as final and binding on them.”

See American Arbitration Assodiation (1993, p. 8).
Canadian law requires port labour unions and employers to select an arbitrator. If they

cannot agree, the Government takes into consideration which persons the disputants would
reject and then nominates an arbitrator to resolve the labour dispute. Each disputant must
submit a final offer to the arbitrator with arguments as to why its position should be supported.
The arbitrator then endorses one of the two positions; he is prohibited from formulating his
own response. As an illustration of the effectiveness of this procedure, in the course of
collective negotiations with the British Columbia Maritime Employers Association, the
President of the iLwu in Canada, Gordon Westrand, commented that the dock workers’ union
would probably modify its proposal in an attempt to win the support of the arbitrator. See The
Journal of Commerce (17 February 1994, p. 1B and 14 February 1994, p. 8B).
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solution for the problem at hand directly on the parties involved (Pifiera,
1990, p. 113). For example, in the collective negotiations between the
Maritime Employers Association of British Columbia and the International
Longshoremen’s and Warehousemen’s Union (ILWU), the President of the
ILWU, Gordon Westrand, has stated that the union will probably modify its
proposal in order to win the arbitrator’s support (The Journal of Commerce,
17 February 1994, p. 1B; 14 February 1994, p. 8B).! Either the decisions of
arbitrators should be final or the parties should be able to agree that they
are final (Fairplay International Shipping Weekly, 14 April 1994, p. 3).

It has been estimated that the indirect cost of resolving labour
disputes via court proceedings is 100 times greater than the direct cost of
jury awards, settlements and attorney’s fees (Edwards, R., 1993, p. 193). The
elimination of such costs should be the major incentive for establishing joint

70n30 July 1994, Brian McWilliams became President of the ILWU. See Pacific Maritime
Association (1994, p. 5).
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labour-management committees, but experience has proven that this
incentive does not suffice. To provide additional encouragement,
exporters, importers and carriers who can demonstrate that they suffered
financial harm between the time the committee process was abandoned
and a final decision was rendered by a court or arbitration proceeding
should be permitted to recover damages from both parties in equal
amounts. This award of damages, regardless of who wins or loses in a
labour dispute, would motivate port labour and employers to settle their
problems in a manner that does not harm exporters, importers or carriers
s0 as to avoid having to pay them potentially large sums of money. Just as
the antitrust laws of the United States permit a winning party to recover
from the loser three times the sum of the damages the winning party
actually sustained, thereby motivating disputants to negotiate out-of-court
settlements, the possibility of both port labour and employers being
required to compensate exporters, importers and carriers who are harmed
by a labour dispute should lead to a similar result.

The idea of having disputants settle their own conflicts is not new.
What is new is the assimilation of labour-management committee
processes into the commercial fabric of port activities. Direct, informal
processes are a least-cost option because the settiement of disputes in the
courts or through formal arbitration is an expensive process in which there
are winners and losers, and disputants often come to view the entire
procedure as a battle and to seek retaliation through various legal and
extra-legal means. (Edwards, R., 1993, pp. 191-193 and 216). Moreover, such
a procedure also constitutes a value-added component of port services
because the costs are borne by the disputants themselves. The advent of a
global economy, introduction of export-led growth policies and exposure
of port administrations and workers to market mechanisms have
transformed dock workers into entrepreneurs engaged in joint ventures
with exporters, importers and carriers; within this framework, strikes are
harmfulto everyone, and the resolution of disputes requires the best efforts,
mutual confidence and good will of all to maintain a basis for ongoing
collaboration (The Journal of Commerce, 31 October 1994, p. 1B; 11 October
1994, p. 7B; Davidow and Malone, 1992, p. 205; Cabot, 1986, pp. 112-127).
Thus, such committees should encourage port employers and labour to
constantly redefine their relationship so that they may better respond to
commercial and social challenges through the joint resolution of conflicts.

In an ever-expanding, highly competitive global economy,
Governments, labour and employers need to take another look at the right
to strike (The Journal of Commerce, 22 February 1994, p. 8B). This right is
usually enshrined in a nation’s legislation as a basic tenet of labour law and
is justified as a means of balancing out employers’ power to lock out their
employees. There is general agreement among the port community that not
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only has this right been abused and wielded as a political tool, but also that
the absence of strikes and lock-outs can enhance a producer’s reputation as
being a reliable supplier (The Journal of Commerce, 22 February 1994,
p. 7B; 4 February 1994, p. 12B; 2 February 1994, p. 8B). In an open economy
it is incorrect —and, some would say, impossible- to isolate workers from
intense product and service competition. The worldwide sourcing of inputs
has made it easy to compare and substitute goods and services. Port labour
has become part of the distribution system for manufacturers’ goods and
is subject to the same competitive forces as they are. The right to strike
should be viewed as a means of intensifying the contested market facing
employers, as there are potential entrants who stand ready to meet cargo
owners’ needs, and should be utilized in a manner which allows workers
to obtain the wages and benefits they desire while at the same time
safeguarding the commercial viability of exporters, importers, carriers and
maritime employers.

In 1988, for instance, the Japanese tire manufacturer, Bridgestone
Corporation, purchased Firestone, Inc., a United States company. Since the
wages and benefits received by Firestone workers were far in excess of the
industry norm in the United States, Bridgestone sought to restructure
Firestone’s labour agreements. Management met with labour leaders and
explained that Bridgestone had made substantial investments in Firestone
and that the United States company’s survival depended on the
renegotiation of its labour agreements. Bridgestone then outlined its
expansion plans for the factory and pointed out that no near-term layoffs
were anticipated. Management sought a seven-year no-strike agreement,
but the United States Government joined forces with the union, United
Rubber Workers, in an effort to obtain contract concessions from
Bridgestone. The tire manufacturer resisted and had to endure an
eight-month strike. Bridgestone hired replacement workers, and the
President of the United States responded by issuing an executive order
barring employers who engage in that practice from doing business with
the United States Government (Business Week, 10 April 1995, p. 66;
27 March 1995, p. 42; The Nikkei Weekly, 12 April 1993, p. 10; 23 January
1995, p. 6).!8 In contrast, Chilean copper workers, who also compete in
highly contested international market, have come to prefer management-
labour negotiations to work stoppages (Gazeta Mercantil, 29 June 1993, p. 7).

The question as to whether or not Governments should permit
employers to hire permanent replacements for striking workers is a topic
whose appropriate treatment is beyond the scope of this book (The Journal

'8 For an example of a no-strike clause which is supported by a no-lockout clause, see the
Agreement between Lynchburg Foundry Company, Archer Creek Plant and United
Steelworkers of America, Local Union #8270.
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of Commerce, 13 July 1994, p. 2B; Fortune, 12 July 1993, pp. 11 and 12; The
Washington Times, 5 May 1993, pp. C1 and C10). None the less, the criteria
to be used in resolving this debate should be based on contract law, public
necessity and the extent to which the Government provides subsidies or
preferential assistance to employers. If a collective agreement contains a
no-strike clause and employees take union action, it constitutes a breach of
contract and clearly employers should be able to hire other workers (The
Economist, 9 July 1994, p. 30; The Journal of Commerce, 16 June 1994, p. 8B;
Maurice Sellier and Silvestre, 1986, p. 147). Where there is no such clause
and employees strike, employers should not be able to hire other workers
unless the work stoppage is of an indefinite duration -i.e., it continues
beyond a stipulated period of time- or the workers are directly involved in
areas such as health or public safety. Under such circumstances, the firm
in question should be allowed to hire new employees, unless it is the
recipient of a government subsidy or other privilege (World Wide
Shipping, September 1993, pp. 4 and 5). Such support provides employers
with a means of withstanding the financial rigours of a strike, and they
should therefore not be allowed to replace striking workers in such cases.
In sum, employers should be able to hire replacement workers if their
employees go out on strike and their collective agreement contains a
no-strike clause, if the strike is of an indefinite duration, or if the firm is
engaged in an activity of public necessity, but they should not be allowed
to hire replacements if the firm is receiving any preferential sort of
government assistance.

D. JOB SECURITY

Job security involves a number of factors, but it is often considered
synonymous with income stability for workers and the inability of
employers to dismiss them. These goals are relatively easy to achieve so
long as their commercial implications are not taken into account. After all,
Governments could simply instruct port administrations to pay wages
whether or not there is any cargo tobe handled, restrict their right to dismiss
workers to cases of blatant misconduct, and provide subsidies to cover
additional costs. This would send a message to workers that efforts to
acquire new skills, improve praductivity or reduce costs are unnecessary
and would discourage private investors (The Economist, 11 June 1994,
p-59). When dock workers receive wages and benefits that exceed the value
of the contribution they make to a port or terminal, they seriously
compromise job creation processes, jeopardize the commercial viability of
exporters, importers and carriers, and generate inflationary pressuresin the
national economy (Cooper and Clarke, 1982, pp. 87, 105-106 and 130-138).
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To create job security for dock workers, Governments should develop port
labour regimes which isolate the social goals of port labour and the
commercial objectives of exporters, importers and carriers from
governmental political processes and should use market mechanisms to
strike a commercial balance between them.

Exporters, importers and carriers have to absorb the costs of job
security provisions, and they have begun to express dissatisfaction with
those that are based on the continued use of out-of-date equipment and
labour-intensive work practices. The adjustments in employment
opportunities at the ports in terms of skills, experience and number of
workers which should have been made at the time that capital-intensive
cargo-handling equipment was introduced were successfully resisted by
port workers with the support of their countries” Governments (ministries
of economic affairs, transport and labour, and port administrations)
because this was a way of strengthening the latter’s political popularity. A
market-oriented reform of port labour regimes entails the acceptance of
private-sector participation in port services, but it does not herald a return
to employer-controlled job-by-job and day-by-day employment practices.
Instead, what it means is that wages, benefits and job-security provisions
for dock workers can be obtained only through the adoption of measures
that promote trade. Thus, the political control of the commercial activities
of ports in an export-led economy poses a common risk to the commercial
survival of exporters, importers and carriers and to the job security of dock
labour.

Regulatory requirements which prohibit the dismissal of dock
workers in order to safeguard their jobs create a false sense of security ina
sector that continues to register a large number of redundancies as it
changes over from labour-intensive to capital-intensive cargo-handling
systems and from being a protected domestic service to a globally
competitive one. Such measures isolate dock workers from market
mechanisms and eliminate their desire to accept work restructuring
proposals, to meet the service needs of exporters, importers and carriers,
and to make use of new technologies. For countries that have introduced
export-led growth policies, however, thejob-security arrangements desired
by dock workers can no longer be obtained through registration systems,
cargo-handling monopolies, inefficient work practices, and the rejection of
advanced cargo-handling technologies and private-sector participation in
the provision of port services. The competitive pressures of a global
economy move in the opposite direction and make it necessary for
job-security provisions to be designed to contribute to the commercial
viability of maritime employers. This will increase the demand for
hard-working, highly motivated, well-trained dock workers (International
Transport Journal, 13 May 1994, p. 1443; Edwards, R., 1993, p. 189). Thus,
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market-based port labour regimes may engender uncertainty among dock
workers in the short run, but over the long term it will give them greater
security if they respond to market signals by providing productive,
cost-effective services.

Maritime employers and port labour unions should identify
job-security measures for dock workers that do not depress the
competitiveness of exporters, importers or carriers. A recent ECLAC study
(ECLAC, 1992a, p. 30) noted that:

“Job security in the private sector depends on performance and not

on union pressures or government regulations which limit the

capacity of public port administrations to respond to market forces.

Such a change requires that workers respond not to political

pressures, but, rather, to market signals.”

In addition to a willingness on the part of dock workers to respond to
market mechanisms, job security is afforded by expertise in the operation
of sophisticated equipment, multi-task capabilities, a willingness to control
costs and shared decision-making authority. Governments can also
respond to dock labour’s fears regarding job uncertainty by establishing
notice periods for dismissals, drawing up compensation schemes that set
the level of severance payments and requiring government approval for
large-scale layoffs (Edwards, R., 1993, pp. 69 and 70). These provisions
should help motivate port labour to provide cost-effective services which
will attract and retain the patronage of exporters, importers and carriers.

The training of dock workers to perform more than one type of task
ought to contribute to job security as well, since it would enable them to
engage in remunerative activities on a steady basis. It would also permit
the implementation of a broad range of compensation, incentive and
promotion plans for dock workers. The successful completion of courses
approved by the relevant authority (port administrations or maritime
employers or both) should be rewarded by the payment of a small
additional monthly sum, and these dock workers should also be given
priority in terms of promotions (The Nikkei Weekly, 6 September 1993,
p- 13; Business Week, 13 May 1991). If promotions are awarded strictly on
the basis of seniority, then the completion of such courses could be factored
into the calculation of accrued time in service using, for example, a ratio of
4:1 (i.e., four days of seniority could be awarded to dock workers for each
course day completed). In addition, if redundancies are also determined on
the basis of seniority, then this same procedure could be used to ensure a
greater degree of job security for motivated workers who have completed
training courses. The adoption of “once hired, cannot be fired” job-security
measures in Peru led to an increased use of temporary workers and
hampered economic liberalization efforts by reducing labour mobility
(Suérez, 1987). Thus, job-security provisions should be designed to
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promote commercial activity and to encourage the utilization and
promotion of trained, competent persons.

The Government of Barbados, representatives of organized labour
and private-sector employers recently agreed upon a national income
policy which mandates a two-year wage freeze and the creation of a
National Productivity Board. The policy allows for pay increases only if
they can be justified on the grounds of the relevant employees’
contributions to a firm’s productivity and only if they are in the interests of
the firm, workers and the Government. The Board is to be given the
authority to manage income policy in its entirety. Specifically, it is to
develop ways to measure productivity both in the private and public
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sectors, devise a productivity-linked payment scheme, monitor all aspects
of productivity, assist with the implementation of methods to boost
productivity, and design education programmes that will stimulate public
awareness and understanding of the need to raise and maintain
productivity standards. Although initially reluctant to accept these
proposals, dock workers altered their work practices to attract
transshipment cargoes once provisions were included to protect them from
price increases and to guarantee their job security (Fairplay International
Shipping Weekly, 10 November 1994, p. 60; Caribbean and Central America
Report, 30 September 1993, p. 7; 22 July 1993, p. 3). Thus, only when job
security depends on progressive gains in productivity and
cost-effectiveness will there be any serious effort on the part of workers to
make improvements in those areas.

The current spectre of job uncertainty for port labour in many Latin
American and Caribbean countries has its origin in the failure of
Governments to modify paternalistic labour regimes in the light of global
economic changes, the absence of training programmes for dock workers,
the continued utilization of labour-intensive work practices and the
maintenance of policies requiring ports to provide work for the
unemployed. In an open, competitive port environment, dock workers will
come to accept the fact that job security depends on the success of exporters,
importers and carriers, rather than on constitutional and legislative
provisions, and that they must assume a greater share of the responsibility
for coming up with ideas to improve productivity, reduce port charges and
foster innovations which ultimately constitute, to a large extent, the source
of that security. No longer should ideas for solving problems come solely
from exporters, importers, carriers, consultants, equipment manufacturers
and government officials. To encourage dock workers’ participation in this
process, maritime employers should collaborate with dock workers and
provide them with information concerning the port’s productivity,
earnings and competitive standing vis-d-vis other ports serving the same
hinterland (Kassalow, 1988, pp. 573-592).

E. THE RE-ENTRY OF REDUNDANT PORT LABOUR
INTO THE WORKFORCE

A reduction in the demand for port labour is a consequence of the
competition generated not only by modern cargo-handling and
communications technologies but also by the emergence of a global
economy, the introduction of export-led growth policies and
private-sector participation in the provision of services. Contrary to
popular belief, dock workers are not ignoring these sweeping changes;
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they simply are interpreting them within the all-too-familiar political
framework that was described in chapter II and believe that their
functions will somehow remain the same. These changes have shifted
skill requirements for port labour; before, only a limited degree of
specialization was required to operate and maintain single-function
lifting and transport equipment, whereas now ever-more
highly-trained, multi-skilled workers are required to operate and
maintain sophisticated equipment which integrates a large number of
distinct functions. The re-entry of redundant port labour into the
national workforce thus requires a willingness on the part of dock
workers to acquire new skills, to participate in compensation and early
retirement schemes, and to set up port-related businesses; for their part,
Governments need to offer job placement and counselling services, pay
part of the cost of retraining programmes and award bonuses to
employers for hiring out-of-work job seekers (The Nikkei Weekly,
27 March 1995, pp. 1 and 8).

Governments should compensate dock workers who are laid off as
a consequence of market-oriented reforms of labour regimes. The
purpose of compensation schemes is to avoid strikes and civil
disturbances and to reduce the costs to workers of moving from one job
to another. As was noted earlier, in 1981 the Government of Chile
eliminated on-board and dockside cargo-handling monopolies and
compensated dock workers with a package amounting to around
US$ 30 million (ECLAC, 1992a, p. 29). In 1991, the Government of
Colombia allocated US$ 50 million to compensate 8,000 Colombian dock
workers for the loss of acquired rights, while Ecuador has estimated that
US$ 40 million is needed for this purpose. (Fairplay International
Shipping Weekly, 7 July 1994, p. 40; 30 June 1994, p. 28; 9 June 1994,
pp- 32 and 33; 24 June 1993, p. 44; 29 April 1993, p. 4; 28 February 1991,
p- 29; The Journal of Commerce, 5 April 1991, p. 12B).!° The Government
of Mexico spent an estimated US$ 30 million in 1994 to liquidate
collective agreements which granted dock workers exclusive
cargo-handling rights at 10 ports. Port labour unions have been
disbanded, but they will be permitted to reorganize as profit-making
enterprises and to compete with private terminal operators (The Journal
of Commerce, 14 February 1994, pp. 1A and 10A; 4 February 1994).
Finally, the restructuring of Venezuelan ports in 1991 led to the dismissal
of 10,279 dock workers and all 2,000 of the National Port Institute’s (INP)
staff. The Government of Venezuela paid double indemnization to

19 Letter to ECLAC from the Minister of Public Works and Transport of Colombia, Juan
Felipe Gaviria Gutiérrez, dated 20 August 1991 (EcLAC, 1991, pp. 1 and 2).
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workers amounting to a total of US$ 182 million.?’ The sharp differences
between the levels of compensation paid out by the Governments of Chile,
Colombia, Mexico and Venezuela are accounted for by the fact that they
were separated by over a decade and were undertaken in response to
different needs. ’

Ideally, training and compensation programmes for displaced dock
workers should be supported by job placement and counselling services to
enhance their awareness of employment opportunities and to increase the
efficiency of the labour market (Fairplay International Shipping Weekly,
16 June 1994, pp. 38 and 40; Adnett, 1987, pp. 183-196). It would appear at
first glance that such services would be needed only to deal with
redundancies produced by market-based reforms of port labour regimes,
but this is not the case. Ports, as places of employment, have been greatly
changed by the major economic, technical and institutional developments
evaluated earlier. The level of uncertainty existing in relation to
employment has been raised by the ever-increasing sophistication of skill
requirements, by the shift from labour-intensive to capital-intensive
technologies and by the competitive requirements of the private investors
operating port terminals in today’s global economy. Job placement and
counselling services should therefore be provided on an ongoing basis in
order to locate appropriately skilled persons for jobs at the ports as well as to
find jobs outside the ports for displaced dock workers. In order to ensure the
rapid re-entry of redundant port labour into the workforce, compensation
packages, training programmes and placement services should all form part
of an integral programme whose principal objective is to avert social problems.

It may be possible to encourage dock workers with entrepreneurial
abilities to accept early retirement benefits together with a wage package
covering an agreed period of time so that they can set up port-related
businesses. Such businesses should be jointly financed by dock workers
and the Government and could involve such activities as container repair
and maintenance, the loading and unloading of containers, the repair and
maintenance of cargo-handling equipment, electronic data processing and
transmission, the cleaning of warehouses and office buildings, and the
provision of food services (The Journal of Commerce, 6 December 1994,
p- 9A). To provide an additional incentive, dock workers could be granted
one- to two-year contracts to provide such services before concessions are

20 By way of comparison, the Government of France began restructuring its ports in 1992,
and the costs of retraining, compensation and early retirement benefits for some 4,200
redundant dock workers have been estimated at somewhere between US$ 684 and US$ 740
million; half of this sum is to be paid by the State and the remainder by ship operators and
maritime employers. See Seatrade Review (October 1994, p.55) and The Journal of Commerce
(3 August 1993, p. 8B).
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put out for public tender. This scheme has been used quite successfully by
Argentina’s State-owned oil company, Yacimientos Petroliferos Fiscales
(YPF) (LatinFinance, January/February 1994, pp. 20-22 and 24-26). Some
9,000 former YPE workers and members of the Federation of United
Petroleum Workers (FSUPE) purchased needed equipment at reduced prices
in order to establish businesses offering services in such areas as repair,
explorationand transport (Fairplay International Shipping Weekly, 23 June
1994, p. 11; América economia, November 1993, pp. 36, 38 and 40). Along
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similar lines, computer manufacturer IBM has used redundant staff in Japan
to create affiliated companies that offer needed services at a much lower
cost than would be possible if BM provided them itself.?!

To promote the re-entry of members of the labour force into
economically viable activities, some Governments offer bonuses to
employers for hiring persons who are out-of-work and are actively seeking
employment. For example, the Government of Japan recently increased the
number of sectors eligible for employment-adjustment grants from two to
10. Under this system, if industries in specified sectors experience a 5%
decrease in output and have not increased the number of employees during
the preceding three months, they may use public funds to lay off, retrain
and temporarily transfer redundant workers (The Nikkei Weekly, 8 August
1994, p. 2; 22 March 1993, p. 4). The benefits of such programmes
notwithstanding, Governments should retain the right to withdraw
benefits from unemployed workers who refuse a job or a retraining
programme in order to avoid creating a cadre of persons who have little
incentive to work. Governments should also refrain from subsidizing jobs
in the private sector because, when such subsidies are available, employers
often replace their high-cost employees with workers receiving those
benefits (The Economist, 20 August 1994, p. 55; 20 March 1993, g 38; The
Nikkei Weekly, 20 June 1994, p. 7; Lloyd’s List, 5 July 1993, p. 3). 2

21 For example, one company which was established to service computer hardware and
software was capitalized at approximately US$ 300,000. 18M of Japan owns 70% of the stock.
The firm entered into operation in June 1993 with a staff of 210. See The Nikkei Weekly (7 June
19933). 10and 5 April 1993, p. 11).

Regarding the United Kingdom’s experience with government payments to
private-sector workers, see Deakin and Pratten (1982).
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IV. THE OPERATIONAL PARAMETERS OF
PORT LABOUR REFORM

The diversity marking the interests of Governments, port labour, exporters,
importers and carriers creates conflicts which, in many cases, nullify the
effects of any plan, programme or effort that is undertaken to improve
productivity and control costs. Without an independent basis for
reconciling port-related political, economic and social questions,
Governments have resigned themselves to the existence of ever-smaller
task demarcations, the use of dock-worker registration systems, the
presence of cargo-handling monopolies and the need for subsidies. The
chairman of the maritime employers’ organization of Marseilles-Fos Sur
Mer, Jean-Pierre Jarre, unsuccessfully sought to use his influential position
to help reconcile such issues when he asked dock workers to halt their
campaign to boycott the new commercial port labour regime (Lloyd’s List,
7 July 1993, p. 3). The incorporation of market mechanisms into a reformed
institutional framework should make it necessary not only for dock
workers to respond to market mechanisms in the provision of
cargo-handling services, but also for them to employ those same
mechanisms in order to reconcile political, economic and social issues. The
utilization of market mechanisms in this manner is not optional; it is made
imperative by the need to eliminate unnecessary intermediaries —in most
cases government officials and attorneys, among others— whose services
are usually sought to interpret varying degrees of regulatory complexity so
as to maintain dock workers’ privileges.

The worldwide sourcing, assembly, distribution and sale of goods
have generated a commercial configuration which is incompatible with the
existence of a semi-autonomous nation-state, a captive hinterland and
monopoly control of cargo-handling services by dock workers. Today, use
of the port nearest to a given factory is not as crucial as it once was; the most
important factors now are product quality, cost and manufacturing and
delivery times. With Governments acting as port owners, operators and
employers and participating directly in collective negotiations, dock
workers have a ready ally and have little or no incentive to respond to the
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needs of international and domestic markets. Unless they meet those
requirements, however, ports may become unattractive to exporters,
importers and carriers, potential investors may be discouraged and some
ports may even eventually be abandoned (The Journal of Commerce,
14 October 1994, p. 1B). Thus, an assessment is required in order to
determine how port labour might make a more valuable contribution
in terms of: i) meeting the commercial requirements of exporters, importers
and carriers, ii) laying the foundations for dock workers’ participation in
workplace decisions, iii) promoting the acquisition of new technologies and
dock-worker skills, and iv) improving port efficiency.

A. THE REQUIREMENTS OF
PORT USERS

The term “port users” could conceivably encompass all those that rely on
port activities or that must coordinate their own actions with port activities.
For the purposes of this book, however, the term is limited to exporters,
importers and carriers, or the principal groups that utilize the
cargo-handling and storage services provided by dock workers. With the
advent of worldwide manufacturing and assembly, and just-in-time
deliveries, the needs of users are not ruled by the clock, the calendar or even
weather conditions, and users have become sensitive to the cost and
productivity of ports located an ocean away which handle competing
goods destined for the same markets (Marinha mercante, 25 May 1994,
p. 1). The competitiveness of today’s global market makes it necessary to
investin larger vessels and advanced cargo-handling technologies in order
to reduce distribution costs. This means that the demand for
cargo-handling services at minor ports may be reduced or may even
evaporate altogether, since major east-west carriers have begun to call at a
limited number of ports and to use long-distance overland transport
services, feeder ships and inland centres to receive and distribute their
cargoes. All that Governments can do is to ensure that redundant dock
workers are compensated and retrained for other jobs; they can no longer
sacrifice the commercial goals of users and maritime employers or the
incomes, career aspirations and job satisfaction of the remaining dock
workers.

The organizational environment of ports should be such as to permit
dock workers to develop their own innovative responses to users’ needs.
Export-led economies’ emphasis on trade promotion and the increasing
consideration being given to the improvement of port labour productivity
and cost-effectiveness have brought to the forefront the urgent need to
expose inflexible, monopolistic port services to the same competitive
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pressures as those faced by users. Dock workers would then function in a
commercial environment bounded by the service needs —cost and
productivity— of users. Implicitly, there is a desire on the part of
Governments (ministries of transport and labour as well as port
administrations) to see dock workers’ abandon their the old uncooperative
attitudes. Since users’ requirements are constantly evolving, an
institutional framework for port labour is needed that will give maritime
employers sufficient flexibility in the assignment of tasks and working
hours, for instance, to respond to those requirements; otherwise, conflicts
are bound to arise between them and dock workers. For example, the
Maritime Union of Australia fined nine dock workers for agreeing to a
maritime employer’s request to increase productivity (Fairplay
International Shipping Weekly, 3 February 1994, p. 28). The wages and
benefits of dock workers should rise and fall with the commercial success
of ports, maritime employers and users —i.e., the environment in which they
work and those for whom they work- because none of these actors can
prosper independently of the others.

The input-to-final-product continuum of competition in a global
economy compels users to look beyond traditional markets and suppliers.
Manufacturers will be competitive only if they make and sell their products
worldwide. No component supplier or service provider can be viewed in
isolation, as each contributes to or takes away from the competitiveness of
users’ goods and services in global markets. For ports, modern facilities,
capital-intensive cargo-handling equipment, good locations in relation to
major trade flows, and frequent, cost-effective inland and ocean-feeder
transport services create an incentive for exporters to penetrate new
markets and encourage importers to take advantage of other product
sources. This incentive may disappear, however, unless users, dock
workers and maritime employers join forces to improve productivity,
cost-effectiveness and service quality. Workers who respond to market
signals by demonstrating the capacity and motivation to learn new skills,
operate advanced technologies and accept new institutional arrangements
are normally the ones who are selected to receive additional training and
are then reassigned to more specialized jobs. This is interpreted by unions
as an attack on worker solidarity, but port labour unions cannot strengthen
their position by ignoring user requirements.

Progressive improvements in the productivity and cost-effectiveness
of cargo-handling and storage services are required in order to enhance the
competitiveness of port users’ goods and services in international markets.
Most of these improvements are made possible by advanced technologies
and modern institutional arrangements which may render certain skills
and jobs superfluous. The port labour movement can no longer rely on its
political alliances and threats of civil disturbances to preserve a historical
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level of demand for dock workers’ services or to ensure that skill
requirements remain largely unchanged. The speed with which port labour
regimes, collective agreements and work practices translate market signals
into responses from dock workers is the key to commercial success in a
global marketplace. For example, the director of the Port of Dunkirk,
Hubert Dumesnil, remarked that prior to the commercial reform of French
ports in 1992,

“...clients [users] were not there to be served but rather to be exploited

... We were suddenly plunged into the rules of market economics and

are discovering how to treat clients” (The Journal of Commerce,

5 April 1993, p. 5B).

The economic concept of utility may be employed to explain the value
of goods with reference to specific circumstances. Place utility assigns a
value to goods depending on their present and future locations, so the
availability, speed and cost of related carrier, port and storage services exert
an enormous influence. Highly reliable transport services and electronic
information systems appear to have given rise to a new facet of place utility:
flow utility. Such services and systems allow importers to substitute
information on the location of goods and on arrival dates for actual physical
possession. This permits them to record goods in transit as part of their
inventory, even though they have not, as yet, arrived (Containerisation
International, June 1994, pp. 61-63). The productivity and cost-effectiveness
of dock workers’ services are an essential factor which influences the place
and flow utility of users’ goods. Market-oriented port labour regimes
should encourage dock workers to improve the place and flow utility —or
the value- of their services to users. Just as the prices of goods and services
are signalling devices which facilitate the allocation of resources, place and
flow utility should guide dock workers’ efforts to satisfy users’ needs in a
more commercially viable and timely manner. Thus, any port that can
create greater utility or value for its users can be expected to have an
immediate competitive advantage.

Many port administrations believe that dock labour will not respond
to users’ needs regarding productivity and cost unless they are provided
with monetary incentives to do so (Evans, 1966, pp. 167-171). A competitive
institutional framework ought to provide port workers with the most
compelling incentive to satisfy users’ needs: the preservation of their jobs
and benefits. The demand for port services is derived from the demand for
the goods being handled, and it is usually manifested in efforts to lure users
away from other terminal operators at the same port and from other ports
serving the same hinterland, as well as to attract new users. In an open
competitive setting, port labour will realize that there are no captive
hinterlands and that, for instance, fruit imports for the south of France do
not pass through the nearby port of Marseilles-Fos Sur Mer, but instead
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through Algeciras, Spain. Exposing port labour to market mechanisms
creates competition ina wide range of areas, such as the number of workers
in a gang, skill requirements, hours of work, productivity and costs, and
this commercial process contributes to the commercial satisfaction of users’
needs (Ambito financiero, 12 January 1944, pp. 14 and 15). Governments
have protected dock workers from competition because ports have been
regarded as playing a strategic role in national defense and economic
security, but both ports and dock workers are now emerging from that
political equation and are now part of a global market in which users’ needs
have become paramount.
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Governments and port labour in Latin America and the Caribbean
have not given enough thought to the commercial viability of users. Labour
regimes, collective agreements and work practices have very little to do
with improving productivity and cost-effectiveness. Most commonly, port
administrations (Governments) have yielded to the demands of port labour
unions and have neither sought to determine nor responded to the
commercial needs of users, while ministries of labour (Governments) have
merely requested larger subsidies from the treasury (Government) to cover
greater expenses. This upward cost spiral has broken, however, with the
emergence of a global economy, the introduction of export-led growth
policies, the participation of private interests in public-sector ports and the
utilization of advanced technologies. To meet the needs of users,
Governments must develop commercial port labour regimes which ensure
that all members of the port and trade community are subject to market
mechanisms. Social measures such as the award of compensation to
redundant workers, job reassignments and retraining programmes cannot
make ports attractive, even as social entities, unless they enhance the
commercial viability of users in world markets. Thus, the port labour
movement can no longer ignore users’ requirements.

B. DOCK-WORKER PARTICIPATION IN EARNINGS,
WORKPLACE DECISIONS AND
OWNERSHIP

There is a growing awareness of the fact that the knowledge, experience
and intelligence of the persons who actually do the work are resources that
can make a major contribution to the competitiveness of a commercial
enterprise, but these resources have not been fully utilized. Participation
by dock workers can take many forms, but the overall objective of each of
those forms is to give dock workers a feeling of control over their own fates
and thus to create a dynamic, innovative workforce which will make steady
improvements in the level of productivity and cost-effectiveness. At
present, dock workers participate in maritime employers’ decision-making
processes only to the extent that authorization to do so is specifically
granted to them under the terms of the relevant regulatory regimes or
collective agreements. The adoption of institutional arrangements for
dock-worker participation in workplace decisions is viewed by maritime
employers as an encroachment on their management prerogatives and is
regarded by port labour leaders as an effort to undermine the solidarity of
the union movement through the reduction or elimination of arm’s-length
bargaining (ILO, 1981, pp. 29-35). Without such participation, however,
maritime employers and dock workers will continue to be troubled by
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misunderstandings, opposition, low morale, and mutual suspicions of each
other’s proposals and decisions.

A dichotomy between those who give orders (Governments, port
administrations and maritime employers) and those who carry them out
(dock workers) is inefficient and costly, and can no longer be tolerated in a
highly competitive global economy. Efforts to eliminate this dichotomy in
other industries have led to the establishment of “quality circles” which
allow workers to assume certain managerial functions relating to
production; the creation of works councils to ensure that due consideration
is given to the opinions of employees regarding the organization of work,
production techniques, and economic and financial policies; the
formulation of employee stock-option plans; and the utilization of
consensus decision-making arrangements which are based on
commitments made by employers to workers regarding wages and job
security and on commitments made by workers to employers regarding
costs, productivity, task flexibility and loyalty (Gould IV, 1993,
pp- 131-136). To support such activities, workers are usually offered a wide
range of training programmes in economics, finance, and product and
service quality control. These types of arrangements should reduce the
frequency and intensity of disputes between maritime employers and port
unions, as well as encouraging dock workers to accept changes in
cargo-handling practices and technologies (International Herald Tribune,
31 May 1994, p. 11).

The decision-making authority of management is said to be derived
from the principle of ownership; therefore, dock workers will have such
power only if they are also proprietors of the enterprise in question. It is
also asserted that dock-worker participation in earnings and management
decisions is a natural consequence of workers’ investment of their labour
~just as other persons invest capital- in an enterprise (ILO, 1981, pp. 14 and
20). Each of these arguments seeks to justify dock workers’ participation in
earnings and workplace decisions on the basis of an initial attribute
(ownership or investment); the basis for their participation does not lie in
some syllogism or circular argument, however. Instead, it lies in an
understanding of the fact that dock workers possess a wealth of useful
experience that can be utilized to improve productivity, lower costs,
enhance the earnings of users and maritime employers, and achieve their
own opportunity-oriented social goals. For maritime employers to remain
competitive in a demanding global economy, they must actively seek to
open up multiple areas of activity for participation by dock labour. This
might take the form of the provision of managerial information by maritime
employers to dock workers, the incorporation of joint-management clauses
in collective agreements, labour-management committees, labour
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membership on boards of directors and the provision to dock workers of
opportunities for self-management.

As an illustration of this point, as late as 1988, the Port of Baltimore
in Maryland, United States, was known as a port that did not work in the
rain. Today, this port, its labour unions and maritime employers are all
working together to make it attractive to users. To this end, the
International Longshoremen’s Association (ILA) is now included in the
work of planning what changes are to be made at the port, and the Atlantic
Coast District Vice-President of the 1LA, Richard Hughes Jr., is the
Vice-Chairman of the port’s Private-Sector Port Committee (The Journal of
Commerce, 12 August 1993, p. 1B; 11 August 1993, pp. 3 and 9). The
teamwork between dock labour and maritime employers required to
achieve this goal cannot be obtained through confrontation orby legislative
fiat (World Wide Shipping, September 1993, p. 71). Governments must
ensure that neither port labour nor maritime employers use market
mechanisms to create monopolies that will limit users’ choices or increase
port charges but rather that such mechanisms are used to help them work
together to devise imaginative solutions for common problems. To create
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an environment in which dock labour and maritime employers can respond
to ever-changing market signals, Governments may wish to give
consideration to the development of market-oriented labour regimes in
which a spirit of teamwork can evolve and mature through such ongoing
collaboration and in which these collective efforts will foster dock labours’
participation in workplace decisions.

Many believe that worker ownership of production facilities will
create a dynamic workforce willing to meet demanding commercial goals,
but the experience of the now-defunct Eastern Airlines demonstrates only
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too clearly that stock ownership alone is not enough. The corporate policies
and anti-union stance of the President of Eastern Airlines, Frank Lorenzo,
were so repugnant to employees that they fought against his efforts in spite
of an impending bankruptc¥ and the prospect of such ownership
(Kassalow, 1988, pp. 573-592).%% In contrast, Saturn automobile workers
had developed a distinct culture because workers were directly involved
in the design of the plant, determination of work practices, selection of

z Concerning a similar situation that arose between Caterpillar Inc., and the United
Automobile Workers (Uaw), see Business Week (3 October 1994, p. 57 and 4 July 1