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CONSTRUCTION LABOUR,
ENGINEERING RESOURCES
OPERATIONS RESOURCES

Welcome to our latest newsletter
and thank you for your interest.

As usual it's been a busy first half of the
year with a lot of movement in the
labour market as well as changes in the
global economy.

LABOUR MARKET UPDATE

In tferms of labour, the gap between
demand and availability has closed
across a range of skills — mostly semi-
skilled roles — a lot quicker than we had
anficipated, and the impact of the
economy on other secfors is also
increasing availability in some
occupations. However some major
project roles will still see moderate
shortages of a number of specialised
skills, with the quality and experience of
candidates remaining an issue. By mid-
2014 many of the shortages will relate fo
metal and electrical frades as a result of
a raft of LNG and mining projects
reaching their peak numbers.

To give you Pit Crew’s latest scope on
the major project labour market, during
August | will be hosting labour market
update seminars in Perth and Brisbane.
Check out the Pit Crew website for
details and make sure you secure your
seat quickly as these events usually sell
out.

PROJECT UPDATE

In terms of projects, in response fo a
range of influences the longer ferm
capital investment profile has eased
over the past 12 months, however the
current level of committed projects
remains very high at $446 billion.
Construction workforce numbers are
coming off a massive peak in 2012,
despite this during 2013 we will still see
nearly 100,000 people walk through the
gates of major resources, energy or
infrastructure projects. The LNG sector is
having the most significant impact on
the demand for resources, with numbers
stil set to increase over 2013 and
expected to peak in 2014. In addition to
the construction labour as these projects
head tfowards completfion, they are
ramping up an operations workforce,
which will also require offsite support
services.

PROJECT OUTLOOK

While the outlook may be more
conservative than say 12 or 18 months
ago, | feel it's far from disastrous. Australia
will see the employment and economic
benefits of these projects for the next
generation. These are projects which will
contribute positive benefits to the lives of
our children and their children.

USEFUL RESOURCES

| hope you find some interesting items in
this newsletter. We're very pleased to
announce the release of the AMMA - Pit
Crew Labour Market Index, and also
launched our re-designed Pit Crew
website, please take a look at both.

I invite you to take a few minutes to read
my editorial piece as well as some insights
where | draw parallels between motor
racing and major projects.

My editorial fakes a look at productivity. It
seems every fime we open a newspaper
or hear about a new report presented by
some big name firm it talks about
productivity. Almost becoming clichéd,
it's a very hip bandwagon to be riding at
the moment, with a reduction in
productivity being blamed for many
hardships in the major project industry.
Most commentators seem to be able to
point to the causes, but few offer
anything in terms of practical ways of
addressing it.

At Pit Crew we've been talking about the
labour aspect of productivity for over two
years, particularly the impact of skills
dilution as a result of rapid growth.
Industry has the chance to address this
and the time to do this is now. How does
your organisation stack up?

Stay tuned

Peter Dyball
Founder and Managing Director
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Newly formed, The Australian Major
Project Labour Market Discussion

Group aims to provide an
objective and intelligent forum for
the discussion of major project
labour market topics, and we invite
input from across the country.

By generating an exchange of
information and Nalellgle}
experiences and viewpoints, we
hope to add a greater accuracy
to important major project labour
market discussions - ultimately
assisting all  of our strategic
objectives around this topic.

Productivity is a very hip bandwagon to be riding at the moment, with a
reduction in productivity being blamed for many hardships in the major
project industry. At Pit Crew we have been talking about the labour aspect of
productivity for over two years, particularly the impact of skills dilution as a
result of rapid growth. The time to address this is now — take a few minutes to

see why.

A lot of the recent discussion on
productivity, and there is no shortage of
it, revolves around a purely economic
definition of multi-factor productivity. I'm
not sure where this type of navel gazing
gets us and | suspect that in a few years
as investment stays flat, the Australian
dollar recdalibrates, the global economy
stabilises and the Australian resources
assetfs currently under development are
delivering bucket-loads of output, both
product and dollars, we'll have a bunch
of pollies and industry commentators
smugly patting themselves on the back,
congratulating themselves on such a
good job at fixing productivity, when in
reality they did nothing at all other than
watch the economic process flow.

All the analysis in the world doesn't
change the fact that ultimately our
efforts are part of the collective
economy, the reality is that, for most of
us, there's nothing we can do as
individuals fo influence global demand
for commodities, their price, or things like
exchange ratfes, government spending
and debt levels.

We could become bogged in
theoretical analysis of statistics and
academic definitions, or in some
small way we might look at where
we can have an impact on
productivity — Labour Productivity.

We want this discussion to hone in even
more, to what Pit Crew defines as job-
face productivity. To us job-face
productivity is all about the workforce,
their day-to-day efficiency, effectiveness
and the utilisation of all workers on major
projects, blue and white collar. Job face
productivity is a function of both the
quantity and quality of workers, and the
growth of the major project market
means there has been a significant
evolution of these factors.

In modern times there has never been a
moment like now where we critically
need to work out how we can improve
the effectiveness of our workforces and
achieve better results from our human
capital. This isn’t about cracking the whip
on a lazy workforce, because for the
most part | don't believe our workforces
are lazy, nor is it about working out how
we can screw fthe last cent out of costs
with short sighted policy, this is about

using our wealth of knowledge and
resources to do as much possible with the
human capital we have and set the
foundation for the next generation of
prosperity about to be delivered by the
resources and energy sector. Current
workforce age demographics means that
over the next few years we will be losing
some of the most knowledgeable and
experienced in our workforces. If we just
let that knowledge walk out the door, it
will be to our longer term detriment.

The major project sector in Australia has
experienced unprecedented growth over
the past decade. To deliver on this growth,
numbers employed in the consfruction of
projects has increased massively during
this time. For example, although demand
numbers have eased slightly in the first half
of 2013, in the 24 months over 2011/12 site
construction workforce numbers grew
from an estimated 42,000 to 117,000. Over
a similar period numbers for the operations
workforce increased from 201,000 to
262,000 and this will continue to increase
as assefs currently under constfruction
reach their completion and progress to
operations. Remembering these numbers
are only those directly engaged onsite
and don't include any suppliers or service
providers who may be indirectly involved
in off-site activities, even though being
part of the project value chain. Anecdotal
information indicates indirect numbers to
be around a factor of four fimes the
numbers onsite.

When  focusing on  job-face
productivity, significant growth in
numbers and an increasing demand
for similar skills has led to a number
of issues around the overall quality
of workers. This has manifested itself
in decreased levels of experience and
skill within the workforce — what we
call “skills dilution”.

continued...
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...continued

Quite understandably, when the

number of construction and
operations people working on
major projects increases

significantly over a relatively short
period of time, the average level of
experience and skill of the
collective workforce will decline,
impacting projects.

Before | get accused of bashing the
worker, fthis is not a criticism of the
workforce, it's a self-evident effect of
massive growth, and the influx of workers
from other sectors and newly frained
workers into the project sector. The fact
is that qualifications, skills and the sector-
specific experience have been spread
thin, and this has confinued to be
spread ever more thinly as demand has
increased. Also it's no bombshell, but
the biggest impact of skills dilution isn't
at the blue-collar level; it's at the
supervision, engineering and
management level. An inexperienced
worker like a boilermaker or a rigger
might affect their own work team and a
couple of others; however when we
start heading upwards through the
ranks, it's not hard tfo see that
inexperienced supervisors, engineers
and project management can
negatively impact the productivity of
thousands of workers, making project
delivery less efficient in the process.
Translate this to every project in the
country and it's not hard fo see why
costs and schedules have been
impacted so profoundly.

Many of our workforce members are
finding themselves in first-time
management and supervision roles and
would benefit greatly from development
and mentforing opportunities, however
many organisations lack a nurturing or
educating culture, defaulting to a sink or
swim mentality. Many new supervisors
and managers are selected for their
technical competence; however often
go on to receive woefully inadequate
support for their new role, particularly
when much of if it relates to the softer
skills, things like people management,
delegation, negotiation, fime
management, administration, budgets
and reporting. Too often we hear this is a
factor of their organisation being too
busy to spare them fime for training or
because in harder economic times
fraining is an easy budget cut option.
And sometimes development can be
actively hampered... anyone who has
been around the block a few times will
probably have a war story or two from
their career of a senior who doggedly
guarded their territory against any

up-and-coming young supervisor or
professional, at times even setting them
up for failure.

So... what do we do?

Keep sitting around having a gab-fest
on multi-factor productivity and the
causes? Or do we cultivate a culture of
nurtfuring within - our resources and
energy sector organisations? How, as an
industry, can we make coaching,
mentoring and management education
the norm and not just the realm of out
there touchy-feely companiese The
industry’s  systemic  short-sightedness
means that if an improvement program
can't be immediately seen to put more
tfonnes of product on a ship or through a
pipeline then it generally gefs the short
shrift in terms of attention, support and
funding. Is there a way we might be
able to quantify better supervision and
management  outcomes, and the
resulting increase in workforce
effectiveness and efficiency, with tonnes
outpute

We spend billions optimising our process
hardware, is there not a good argument
to do the same with what many
organisations purport to be their most
important asset, their people?

In a sectfor rife with egos and
testosterone as well as a focus on direct
outputs and deliverables this will be no
mean feat. However if we can develop
processes where novice supervisors and
managers routinely have the
opportunity and time to access
addifional targeted ongoing education,
and even more importantly receive
coaching from those with a wealth of
experience and knowledge, over fime
the industry will be in a better place. It's
important to stress this doesn’t consist of
a four hour course and one or two chats
with someone senior, what is needed is
a systematic, long-ferm regime where
new supervisors and managers know
that when they take on a role there is a
path mapped out in terms of relevant
education and professional
development, which they wil be
expected to undertake, and supported
in accessing. Also that they will need fo
either find, or have found for them, a
suitable coach and mentor with whom
they will spend time. Incumbent on this is
also the requirement for those who may
be in the twilight of their career to shift
part of their focus to prioritise sharing
their experience and knowledge for the
benefit of future generations. Perhaps
even some training on how to coach
and mentor will benefit those in this
position.

Although we can't afford for any efforts
in this space fo be ad-hoc, it also
needn't give the bean counters an
aftack of the vapours.

Things as simple as more frequent
interaction between Exco and frontline
managers can give better perspective
on the strategic goals and challenges of
an organisation. It is essential they be
visible and consistent role  models,
imparting communication and people
skills. One key aim should be that future
supervisors and  managers  have
exposure to project tfeams and are able
fo experience the day-to-day
challenges of a project and see how
they are managed before being thrust
head-first info new situations.

All of this needs planning and structure,
and organisations fo look atf ftheir
strategic goals in the near and longer
term. An ad-hoc approach will only fail
fo deliver results and waste time and
money. And each individual along the
line needs to be on board and feel a
real connection between their career
planning and needs of the business.

We all know some organisations are
more successful at this than ofthers,
however to achieve that much clichéd
ferm - sustainability - a nurfuring
approach will need to become the
norm in the resources and energy
sector.

My research and observation of the
labour market for the delivery and
operations of major projects over
the past eight years leads me to
believe the direct and indirect
effects of skills dilution has had a
far greater influence on, and in the
longer term will continue to impact,
project costs and delivery than any
increases in labour rates.

A dedicated focus on improving the
overall knowledge and experience
levels in the sector, particularly
within supervision and
management roles, will pay a
significant, long term dividend.
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Now FVEE is not the most glamorous
motorsport category, but it is good value
for money and a huge amount of fun. A
big part of this fun is due to the racing
being very competitive. This is great for
spectators as well as competitors.
Minimal engine modifications and rigid
specifications means the category is
focused more on vehicle set up and
driver ability. And experience is worth
seconds every lap!

About halfway through last season my
lop fimes were reasonably good -
although I'll never be the fastest in the
field (the car and the driver probably
carry a bit too much weight for that!) -
my lap times had consistently improved
but | was struggling with one corner of
the Barbagallo track, a left-hander. The
car always wanted to run wide and |
was easing off the throftle to stop the
drift. After one race | was describing my
frustrations to one of the other drivers
and he simply said “yeah, | noticed you
were losing time through the left hander,
what | do if the car starts to drift wide is
stay flat out on the power, but bring my
left foot across and give the brakes a
slight squeeze, you won't really lose any
speed but it sorts out the balance of the
car, it stops the drift and then your
speed and enifry to the next corner is
right.”

On-board camera screen grab of racing
incident, Mt Panorama, Easter 2013 - not for
the faint-hearted!

This guy was one of the fastest in the
category so next race as | entered the
left hander and the car started to drift
wide | didn't back off. As well as holding
my breath | held the throttle flat to the
boards and gently worked the brakes
with  my left foot, instantly the car
changed afttitude and gripped through
the corner, setting me up perfectly for
the next one, result; best lap fime to
date.

Only last race meeting the same driver
came up and asked me; “is your car
loose through the cornerse” | said “yep,
sure is. It under-steers on the way in, over-
steers in the middle and then under-
steers on the exit, it's behaving like a
pig.” With a chuckle he said, “yeah, you
were monstering it all over the track. You
need to get on the power earlier and
drive info the corner. You're hesitating
and it's just long enough to let the car
get unsettled... get on the power earlier,
the rear of the car'll sit down and the
geometry of the suspension’ll work for
you, not against you.” He saw the
disbelief in my eyes as | felt as though the
car would spin off the frack if | did
anything remotely like this. He just offered
a smile and “give it a go, frust me, hit the
juice early”. Yeah, right! Sure enough the
first corner of the next race | got off the
brakes a bit earlier and fed the power on
nice and early, pushing the car through
the corner, not quite on rails but a darn
sight better than ever before. Yet again
some simple advice from an
experienced racer helped a lesser
experienced operator, me, deliver much
improved lap times. I'm really looking
forward to the next race meeting!

Racing and industry are different, but
lessons like this are the same. The point
of which is the benefit of someone
imparting experience, and the impact it
can have on another who will readily
accept that experience, then use it to
enhance their performance. My lap
fimes had ceased to improve and | was
spending time, money and effort looking
at the vehicle, frying to work out how |
could make it go faster. While looking at
the vehicle resulted in minor
improvements it was the driving tips
which really delivered results and made
me more competitive. To be more
competitive maybe project owners and
the market need fo look less at the
vehicles — equipment, hardware, systems,
procedures, documentation and the like
— and make sure our first-tfime supervisors,
engineers and managers geft some major
project sector driving fips!



Pit Crew’s NATIONAL Labour
Market Update Seminar,
May 2013

Participants at our first  NATIONAL
Labour Market Update Seminar held
in Perth on Wednesday 1 May 2013,
included representatives from Major
Project Owners, EPCMs, Federal and
Local Government and Indusfry and
Training Bodies. Participants received
a comprehensive briefing which
included Pit Crew’s latest state-by-
state breakdowns and aggregate

Don ’f miss e national data.

Pit Crew’s WA Labour Market Update Breakfast Seminar,
Tuesday 20 August 2013
University Club of Western Australia, Crawley, 7.30-9.30am

Peter Dyball will present Pit Crew'’s latest construction labour, engineering resources and
operations resources data for the WA market. Pit Crew’s aggregate national labour market
data will also be discussed to add context to the analysis.

We detail the major $88pp (inc GST) includes gourmet breakfast.

project market ahead two
years LIMITED PLACES AVAILABLE BOOK NOW

We identify the

competitive pressures on Pit Crew’s QLD Labour Market Update Breakfast Seminar,
major resources, energy Thursday 22 August 2013

and infrastructure projects Custom’s House, Brisbane, 7.30-9.30am

We provide evidence for Peter Dyball will present Pit Crew’s latest construction labour, engineering resources and
project and contract operations resources data for the Queensland market. Pit Crew's aggregate national labour
strategy, workforce market data will also be discussed to add context to the analysis.

planning, tender $88pp (inc GST) includes gourmet breakfast.

submissions, policy,

training and education LIMITED PLACES AVAILABLE
programs.

BOOK NOW

AMMA-PITCREW

 LABOUR MAR

98,869 This new resource industry report to be produced
twice a year, provides a measure of the relative
level of labour shortage or availability for major
Australian resources, energy and infrastructure
projects. View the first Index in full (May 2013).

Australia
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Labour Market Reports

1/3 Rosslyn Street West Leederville WA 6007
PO Box 6098 Swanbourne WA 6010
Tel/Fax: 08 9388 3778
Mob: 0417 092 169

Email: pdyball@pitcrew.com.au

Pit Crew Labour Market Reports

Our comprehensive range of reports provide our subscribers with detailed
forecasts and analysis of the labour market from initial project concept and
feasibility through the construction phase, to operations and ongoing asset
management.

The following Pit Crew Labour Market Reports are available by state or as a combined
national report by subscription:

Combined Construction Labour and Engineering Resources Report
Construction Labour Report

Engineering Resources Report

Operations Resources Growth Report

Pit Crew Labour Market Reports are completely updated every six months.

Pit Crew also produce custom reports based on specific client analysis requirements.

Pit Crew Labour Market Report subscribers include:
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We enjoyed another brilliant afternoon at Barbagallo Raceway on Saturday
16 February for the second annual Pit Crew Grand Prix.

Pit Crew clients, partners and children warmed up on the Wanneroo Kart Way before
our Main Event racers took to Barbagallo Raceway in the Ulira-Fast Karts.

At the end of three é-lap races, Kim McVicar took out first place. Craig Donsworth
from Orica Mining Services was a close second, and Ben Briggs from BHP B||I|Ton dldn t
stop smiling — taking home the trophy for third place — on his birthday. - N

Roma Sharp, APPEA’s Senior Policy Advisor
was very happy with her Rookie Award.
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