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|. BACKGROUND AND OBJECTIVE

All-In Port Pricing

"How many container moves per hour do you do?" This used to be one of the most
discussed subjects in a gathering of port and shipping people. Port productivity,
especially ship handling productivity, topped the agenda of many port and shipping
conferences and was the extensively covered professional literature. The attention
recently has shifted away, following privatization of the port industry. In the
competitive marketplace of ports, the market price, the terminal charges for box
handling, is naturally the focus of attention. As is the case in many other markets,
port pricing went through a consolidation process, with tariff items being bundled into
one inclusive "all-in" charge. This inclusive $-per-move is now at the center of
discussion between buyers and sellers, or shipping lines and terminal operators.
Discussing productivity, including cranes, gangs, hatchcovers and spreaders, seems
unnecessary and, perhaps, a thing of the past.

Productivity Adjusted Price

Unfortunately, there is no relief for those of us who loathed the perpetual dealing with
the nitty-gritty of productivity. An all-in terminal charge accounts only for part of the
overall port cost. Calling at a port involves a large, non-cash cost incurred by lines -
- the cost of ships’ time. Lines’ cost relates directly to ship-handing productivity;
higher productivity results in shorter ships’ time and lower cost to lines. Terminal
operators’ cost also directly relates to productivity. The cost structure of modern
terminals includes a large proportion of fixed costs for facilities, equipment and labor.
Higher productivity results in lower production cost, which provides for lower handling
charges.” Altogether, ship-handling productivity remains a critical factor in the
privatized port and shipping industry.

A meaningful market pricing system should be based on "productivity-adjusted"
charges. A quotation of $-per-move should always be followed by a specification of
moves/hour. For example, a terminal handling charge could be quoted as "$150 per
ship-to-yard move at an average productivity of 60 moves/hour." Furthermore, the
quotation should also include a premium for a higher productivity and a penalty for a
lower one. A similar pricing system is common in bulk cargo handling.

Adopting a productivity-adjusted pricing system for containers will better reflect the

' The terminal (provider) and line (user) costs are components of the so-called system cost. Both are

considered when a line is also an terminal operator.






