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1. Introduction

This is a progress report on the implementation of the State Government’s 
Local Industry Participation Framework (July 2011) and consequent 
actions and outcomes. It is the fourth in a series of such documents to 
be tabled by the Minister for Commerce and is intended to provide both 
Parliament and the people of Western Australia with a commentary on 
contemporary local industry participation trends and issues. 

The previous three reports (May and November 2011, May 2012)  
can be accessed at the Department of Commerce’s website,  
(www.commerce.wa.gov.au\localindustryparticipation). 

According to the Annual Report on State Finances issued by the 
Under Treasurer, the Western Australian economy grew by a very 
strong 14.7% for the 2011/12 financial year. This growth in final 
demand was largely driven by business investment in the minerals 
and energy sector and household spending. 

A manifestation of this is the increase in the value of publicly 
announced resource sector contracts awarded to locally based 
companies to over $30 billion since July 2011 (an increase of $12 billion 
since the last report). It is estimated that this level of spend translates 
to more than 75,000 jobs for this State.

A further example is presented in section five which covers reporting 
by projects under State Agreement Acts. From November 2011 to 
November 2012, there has been significant increases in Western 
Australia’s share of spend in commodity areas including bauxite/
alumina, iron ore and liquefied natural gas. In particular, the local share 
of contracts from the Gorgon project has risen from 44% to 64%. 

Importantly, according to the Chamber of Commerce and Industry 
in its September 2012 quarterly Business Outlook, there has been 
resurgence in net local manufacturing employment (13,000) covering 
the period September 2011 to September 2012, which contrasts with 
national trends.

An interesting indicator of global business confidence in the future 
of Western Australia is the high level of attraction to the State of 
large, international manufacturing and service companies entering or 
expanding in the local economy. 
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The growing prominence of the State’s economy is demonstrated 
through the number of international companies choosing to establish a 
presence in Western Australia. The Department of State Development 
has identified 85 global companies having established an office in 
Western Australia over the last two financial years. 

According to these companies, common factors contributing to these 
investment decisions were: 
• A response to the current and predicted growth in the Western 

Australian economy 

• The recognition of Western Australia as a rapidly emerging global oil 
and gas hub 

• Western Australia’s strong focus on research and development

• Joint ventures or business alliances with other Western Australia 
companies

• Improved proximity for servicing and communicating with existing 
clients in the region

• Securing a major contract or exploration permit 

Of these 85 companies, almost half (48%) were from the oil and gas 
sector, which consisted primarily of project operators, equipment 
suppliers, service providers, consultants’ services, and exploration 
enterprises. The next leading sector was legal and financial services 
which represented 16% of the establishments. Eight per cent of 
companies were from the mining and mining services, in the capacity of 
project operators, engineering and service providers. 

Numerically, the United Kingdom (16), United States of America 
(16), Norway (11) and China (8) were the largest source markets for 
these companies. 

The entry of international companies brings various benefits to the 
State such as technology and knowledge transfer; formation of links 
between Western Australian and global markets; creation of research and 
development opportunities; increases in productivity and the promotion 
of trade and competition. 

The June to November period of 2012 has also been notable for the 
success of the State Government’s Industry Facilitation and Support 
Program (IFSP). When the first round of this program closed in 
June 2012, 120 Western Australian companies were approved for 
funding of over $2.5 million to assist in enhancing productivity and 



4

competitiveness in supplying to the resource sector. Round 2, funded 
by the State Government’s Royalties for Regions, is currently open.

This report, besides covering the above outcomes, highlights a new set 
of initiatives that the State Government is introducing to further support 
and facilitate local industry participation in Western Australia’s resource 
projects. These initiatives are designed to further encourage resource 
projects to seek viable local sourcing and to facilitate suppliers’ ability 
to fulfil the competitive and demanding requirements of this market.
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2. The Resource Sector - Trends and Outlook

For the 2011 calendar year, the value of the State’s mineral and 
petroleum industry reached a record high of $107 billion. This 
represents a 16% increase on the previous year.

Iron ore, petroleum products and gold continue to underpin resource 
based economic activity accounting for 89% of the value of production. 
It is estimated that mineral and energy products comprise 92% of 
Western Australia’s merchandise exports. 

In contrast to previous periods, the last six months have been 
characterised by a more uneven pattern of resource based activity. 
Iron ore, in particular, has been affected by sharp movements in price. 
However, the diversity of Western Australia’s mineral and energy sector 
has meant that, in overall terms, the economy continues to perform 
strongly and is characterised by a range of positive features.

Currently, there is still $167 billion worth of resource projects either under 
construction or committed to proceed. These include FMG’s Solomon 
project, BHP Billiton’s Rapid Growth and Ore Body 24, Rio Tinto’s Hope 
Downs and Atlas Iron’s Horizon phases A and B in the iron ore sector. Oil 
and gas projects proceeding include North Rankin, Gorgon, Wheatstone 
and Prelude while gold based activity is also strong.

In related processing activity construction is underway both at 
Wesfarmers’ $550 million ammonium nitrate plant and Orica’s $816 
million ammonia nitrate plant in the Pilbara.

The September 2012 report of the Commonwealth Bureau of Resource 
and Energy Economics expresses the view that the overall expansion 
in demand for Australia’s mineral and energy commodities will not 
conclude until 2020. In particular, the Bureau anticipates continued 
expansion of iron ore exports from 41% of world exports in 2011 to 
47% in 2017, and that exports of LNG are likely to grow from 19 million 
tonnes in 2011 to 70 million tonnes in 2017.

The Bureau also considers that while not matching 2011 levels, iron ore 
prices will recover in 2013 based on a revival in Chinese demand.
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Therefore, Western Australia’s immediate prospects remain 
overwhelmingly positive. However, the degree of stimulus provided by 
Asia’s rapid expansion over the last ten years cannot be anticipated 
to continue indefinitely in terms of commodity prices. This means that 
Western Australia must maintain its international attractiveness for 
investment funds and markets.
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3. State Government Actions: Post Local Industry   
 Participation Framework

Through the Minister for Commerce, the State Government is 
progressing the implementation of the Framework initiatives. Since  
July 2011, this has entailed:

A. State Government Assistance to Industry

• Implementation of the Industry Facilitation and Support Program’s 
(IFSP) first round closed at the end of June 2012 and 120 
applications for assistance were approved, representing a 
funding commitment of $2.5 million. (Appendix 1 – contains a 
list of successful applicants, descriptions of projects funded and 
where available, outcomes realised).

To date, all projects monitored have demonstrated positive 
consequences in areas including capacity, capability, sales and 
employment. In October 2012, a second round of the program 
was initiated, funded by Royalties for Regions. This reflects the 
high level of interest shown by small to medium sized enterprises 
(SMEs) across the State. 

• Monitoring of publicly announced resource sector contract award 
decisions to locally based businesses shows that over $30 billion 
has been allocated since July 2011 (Appendix 2 - provides a list 
of all these contracts).

It should be emphasised that the State Government makes no 
differentiation regarding the worth of different forms of these 
contracts as each represents the generation or retention of 
employment, the injection of income into the economy and a 
potential enhancement of business capability and capacity. 

Analysis of the contracts awarded by type of activity shows 36% 
of contracts relate to construction, with another 36% covering 
various forms of service provision. The next largest categories 
are equipment supply (18%) and project management (10%).

• The Association of Professional Engineers, Scientists, and 
Managers Australia (APESMA) and Engineers Australia have 
submitted to the State Government for consideration their report 
on the future potential for the local engineering and design 
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industry to participate in offshore energy developments. The 
State Government provided $100,000 for this exercise. The 
report and its recommendations are being assessed in terms of 
priority actions.

• Similarly, the Australian Steel Institute has submitted its 
examination of options to respond to increased import 
competition to the State Government for consideration. Funding 
of $82,000 was supplied by the State to facilitate this exercise.

• Investigations are continuing into the feasibility and planning of 
the proposed Pilbara Maritime Common Use Facility. Funding 
of $5 million has been allocated under Royalties for Regions for 
this purpose.

Studies to be undertaken include the Market Demand Study, the 
Feasibility Engineering and Design Study, the Financial Viability 
Plan and Economic Impact Analysis. 

• Supported by Royalties for Regions, the Department of 
Commerce is undertaking briefings to SMEs on government 
policy and process covering access to markets including resource 
projects and State agency purchasing. The workshops also 
outline relevant assistance programs available through both 
Commonwealth and State initiatives. 

Cooperation is being received from several Commonwealth 
departments in relation to the regional workshops following 
approaches from the State Government. 

To date, events have been held in Geraldton, Kalgoorlie and 
Albany. Collie will host a workshop in early December 2012. 
Feedback from attendees has been positive and take-up of 
assistance has increased.

• The Department of Commerce hosted an event in October 2012 
to acknowledge Wilson Transformer’s success in achieving 
global accreditation as a potential supplier to Chevron. Wilson 
presented to other companies based on their experience 
and emphasised the importance of quality assurance and 
occupational health and safety standards.
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B. Improved Accountability and Communication Strategies

• The Departments of Commerce and State Development have 
concluded negotiations with BHP Billiton and Rio Tinto regarding 
the production of Industry Participation Plans for all future 
expansions which are subject to State Agreement Acts. 

• The Department of Commerce has provided comment on 
the draft Industry Participation Plan produced by Chevron for 
Gorgon Train IV. Initial contributions have also been made to 
Woodside for the Browse project particularly in relation to industry 
engagement in the Kimberley region. 

• Given the importance of the iron ore sector the Department of 
Commerce has engaged with proponents to emphasise the 
application to project business and procurement models of the 
principle of full, fair and reasonable opportunity.

• The Department of Commerce is also working closely with 
Bechtel on the issue of prequalification of potential suppliers for 
the Wheatstone project and with Shell for the operational phase 
of the Prelude project.

C. Further State Government Initiatives

• The Department of Commerce has finalised, in conjunction with 
the Chamber of Commerce and Industry WA, the 2012-13 contract 
for the provision of the Industry Capability Network (ICN) service. 

As detailed in previous reports, this contract has been 
reorientated to increase the ICN’s role in both the provision of 
strategic advice and the investigation and resolution of individual 
supplier complaints. 

Currently the ICN is undertaking a review of project proponents’ 
contract terms and conditions to determine what scope exists for 
standardisation and simplification. 

• The Technology and Industry Advisory Council will consider at its 
December 2012 meeting the draft of a study which has identified 
a number of options where SMEs may be able to improve their 
ability to participate in the expansion of the resource sector. 
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• The Department of Commerce has undertaken investigation of a 
number of concerns raised by local industry in relation to specific 
project contract award decisions. In each case the department 
has concluded that appropriate processes were followed. 

The Minister for Commerce, in introducing the Framework document in 
July 2011, acknowledged the need for modification and improvement of 
the Framework in line with market changes and increased appreciation 
of local content issues impacting local suppliers.

The State Government through greater interaction with project 
proponents and suppliers has identified that further measures are 
warranted to facilitate cooperation and understanding between parties.

In particular, meetings with individual project proponents, and through 
the various local content steering committees, have been valuable in 
gaining further insight into issues such as supplier prequalification, both 
for the domestic market and internationally. Currently, in some cases 
up to 50% of local businesses fail to prequalify to supply due to not 
meeting the rigorous quality assurance, and occupational health and 
safety standards required by project proponents and first tier suppliers. 

Equally, ongoing contributions from industry associations including, 
Engineers Australia, APESMA and the Australian Steel Institute have 
expanded appreciation of supplier issues. There is a consensual 
view that local business would benefit from greater forewarning of 
potential opportunities arising from projects under consideration and 
that State Government should increase its employment of Industry 
Participation Plans.

Therefore, the State Government has decided to introduce additional 
initiatives and actions to further strengthen the Local Industry 
Participation Framework.

These are:

1. Procurement – Contracting Personnel 

The State Government has engaged in preliminary discussions with 
major resource project proponents to urge a sufficient local presence 
of key procurement personnel to ensure that sourcing decisions are 
based on a sound understanding and appreciation of local industry 
capability and supply opportunities.
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2. Benefit Reporting

As part of the government’s strategy to broaden the concept of 
local content, all projects covered by State Agreement Acts will be 
formally encouraged to report on a broad range of outcomes arising 
from their operations in Western Australia. These include community 
and Indigenous support, research and development activities and 
promotion of local capabilities overseas.

3. Forward Planning

The State Government will work with strategic projects in commodity 
areas, including iron ore, to provide prospective suppliers with regular 
updates of forthcoming work packages to allow local businesses 
increased time for consultation, preparation and planning. 

4. Training

For all long term (four years or greater) contracts let by or on 
behalf of project proponents, the State Government will strongly 
encourage the inclusion of a designated commitment to the take up 
of apprentices and trainees. This should also cover the up skilling 
of existing workforces and encompass both trades and professions 
such as graduate engineers. 

5. Going Global 

The government will introduce a series of workshops and other 
forms of advice and support available to local resource market 
suppliers covering entry into the international resource market. 
Priority will be given to facilitating understanding of prequalification 
for global supply chains and operating in the African market. 

6. Industry Participation Plans

Participation Plans are a requirement of all new State Agreements 
and may also apply to amendments to existing Agreements. 
The State Government is also encouraging the use of Industry 
Participation Plans by strategic projects not covered by Agreement 
Acts as was stated in the original Framework. The State Government 
will increase consultation with relevant industry bodies as to priority 
projects in this second category. 
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7. Industry Facilitation and Support Program

As outlined in this section, the rapid and widespread uptake 
of this program is already yielding significant outcomes and 
thereby demonstrating its value. Given that the program benefits 
both suppliers and, through enhancements to productivity and 
competitiveness, the project proponent as the customer, the State 
Government will explore options for co-funding with projects.

Besides project proponents, the State intends to approach the 
Commonwealth Government in relation to the entry requirements, 
funding and focus of Enterprise Connect, given that IFSP has 
demonstrated an important gap exists in the current suite of 
Commonwealth programs. 

8. Review of the Building Local Industry Policy

This policy, introduced in 2004, is the basis for the concept of full, 
fair and reasonable opportunity as the guiding principle for local 
industry participation.

The magnitude for change in the Western Australian economy 
warrants realignment of the policy. Consultation will be undertaken 
with both proponents and suppliers. It is anticipated that the review 
will be completed in 2013. 

9. Engineering and Design

The State Government will pursue the objective of Perth becoming an 
international centre for engineering and design support for offshore 
projects. It will do so in conjunction with the local engineering and 
design industry and project proponents. The State Government sees 
a strong relationship between this proposal and the thrust of the 
Manufacturing Taskforce report referred to in section four. 

Consequently, a business case will be prepared for submission to 
the Commonwealth on the actions required to attract and retain 
additional engineering and design capacity in Western Australia. 
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10. Commonwealth Liaison 

The State Government will continue to argue for a robust and 
effective action by the Commonwealth in terms of local industry 
participation. Given the extent of economic stimulus provided by this 
State to the nation, it follows that national economic and industry 
policies must accommodate Western Australian issues and needs. 

Priority areas include: prequalification support; review and 
modification of Enterprise Connect; improved communication 
and promotion of the training initiatives encompassed within 
Skills Connect; and the need for a Commonwealth position 
on the restructuring pressures confronting the Australian steel 
fabrication industry. 
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4. Liaison with the Commonwealth Government

Following ongoing representations from the State Government, 
progress is being achieved in encouraging the Commonwealth 
Government to take a more active role in addressing industry 
participation issues.

On 1 July 2012, the Commonwealth Government implemented its 
revised approach to the use of Australian Industry Participation Plans 
to achieve greater local industry content outcomes. Western Australia 
is currently a member of the working group tasked with updating and 
overhauling the Australian Industry Participation National Framework 
Agreement. It is Western Australia’s objective that this overriding 
intergovernmental agreement should become more closely integrated 
into an overall approach to local content rather than a stand-alone 
statement of principles. 

During this reporting period, the Commonwealth announced the 
appointment of further Supplier Advocates incorporating coverage of 
energy and iron ore. The iron ore Supply Advocate is based in Perth. 
However, the State Government is disappointed that the Energy Supply 
Advocate is operating from the Eastern seaboard.

Areas of consultation covered during the period of this report included 
dispute resolution, the specification of Australian standards by projects 
and further analysis of the implications of increased modularisation for 
steel fabrication and other supply sectors.

Importantly, in August 2012, the non-government members of the Prime 
Minister’s Manufacturing Taskforce released its report entitled ‘Smarter 
manufacturing for a Smarter Australia’. The report acknowledges the 
significant reduction in employment and capacity experience nationally 
by this sector. Over 40 recommendations have been presented for 
the Commonwealth Government’s consideration. Among these is an 
emphasis on improving Australian companies’ linkages to international 
marketing arrangements and global supply chains. A review of the 
Enterprise Connect suite of programs is also highlighted.

The Minister for Commerce is continuing his representations to 
the Commonwealth regarding SMEs’ awareness of and access to 
Enterprise Connect in Western Australia. This issue also applies to 
the various programs encompassed within the Commonwealth’s Skills 
Connect initiative. 
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Enhanced international performance by Australian industry is also 
a key theme of the Commonwealth Government’s white paper 
‘Australia in the Asian Century’, released in October 2012. The State 
Government considers that the critical issue is the actions arising from 
its publication. Until a concrete and comprehensive implementation 
schedule is produced the seriousness of the Commonwealth’s intent is 
yet to be proved. 

5. Local Content Reporting

As in previous reports, the State Government presents in the table 
below the aggregate outcomes of contracting decisions made by 
project proponents, covered under the Agreement Act for the period 1 
January 2012 to 30 September 2012. 

The figures presented conform to those issued in previous reports in 
terms of both local content levels and the contrasts between off-shore 
and on-shore projects

There have been some noteworthy improvements in the level of 
Western Australian value reported by project proponents between 
November 2011 and November 2012. These include BHP Billiton (Port 
Hedland Inner Harbour 67% to 73%), Simcoa (56% to 93%), Worsley 
Alumina (EG Project 63% to 90%) and Chevron (Gorgon 44% to 64%). 
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6. Conclusion

The outlook for the Western Australian economy is for continued 
growth. The CCIWA has forecast economic expansion of 6.5% for 
2012/13 and a similar rate for 2013/14 with business investment 
expected to grow by 15% in this financial year.

This is also reflected by the November report of consultants Economic 
and Market Development Advisors which predicts that this State will lead 
the nation with a 2.5% rise in employment in the year to August 2013.

As the Premier has pointed out in his recent speech at a Committee 
for Economic Development Australia function, Western Australia 
contributes 46% of Australian exports with this figure likely to exceed 
50% by the end of the decade. He also pointed out that Western 
Australia’s State product per capita is substantially above the gross 
domestic product per capita for Australia as a whole. 

Finally, Deloitte Access Economics is predicting that Western Australia 
and Queensland will remain the fastest growing regions of Australia 
over the current decade.

The State Government, while welcoming these acknowledgements of 
Western Australia’s strengths, also accepts the basic need to ensure 
global competitiveness is maintained.
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