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PROCUREMENT POLICIES — PILBARA 
Grievance 

MR B.J. GRYLLS (Pilbara) [9.34 am]: I grieve today to the Minister for Regional Development about the 
procurement policies of the major resource sector and how the race to cut costs is having a major effect on the 
viability of local business in the Pilbara. There is no doubt that there needed to be a consolidation in the Pilbara 
as the industries construction phase came to an end, but for many local businesses it has been a cliff, not 
a consolidation, and the policies of the major companies have made it worse. I have had example after example 
presented to my Pilbara electorate office of local businesses telling me that they are being arbitrarily forced to 
cut margins below the cost of supply and to push trading terms beyond existing agreements. This is 
unsustainable over the medium term. It gives miners a short-term sugar hit profit boost but that profit boost is 
being achieved by damaging the profitability and viability of their suppliers. 

It must be recognised that the high cost of doing business in the Pilbara was forced upon local businesses by the 
mining companies ramping up wages and rents, and these costs will take time to wash out of the system as rental 
contracts expire and employment contracts can be renegotiated. But in the meantime, local business is losing 
contracts to non-local suppliers based on cost structures that were not of their making. Minister, it is also 
important to note that it is very sensitive for these local businesses to criticise the resource companies and their 
contractors; they still have to try to work with them. As their representative in Parliament, I bring this to the 
minister’s attention on their behalf. I would like the minister, as an action from this grievance today, to write to 
the resource companies that operate in the Pilbara and inquire how they are supporting local businesses and 
ensuring that this continues through this economic slowdown. It is very important that we test these responses 
against their state agreements and hold them to account if they are in breach of the obligations committed to in 
these state agreements. The minister’s consideration of their replies to these questions may lead him to support 
an inquiry into local procurement in the resource sector. I believe that Western Australians would be shocked to 
hear the findings if local Pilbara suppliers were able to give evidence to a parliamentary committee protected by 
anonymity. 

I refer now to a case study to provide context to my concerns. The Iron Ore (Mt Newman) Agreement Act 1964 
has had much coverage recently in this Parliament. This state agreement was updated by mutual agreement 
between BHP Billiton and this government in 2011. Clause 7D of that update requires the development of 
a community development plan to develop skills and opportunities in the Pilbara and to contribute to town 
services and facilities, and it also requires the development of a detailed procurement practice plan. It also 
defines as one of its community and social benefits, a regionally-based workforce. All these obligations have to 
be reported annually by BHP to the Minister for State Development. Given the scope of clause 7D and what is 
happening on the ground in Newman, it is no surprise that this agreement and the four annual reports that must 
have been provided to the minister remain secret from the public and the local community. I urge the minister to 
table this community development plan and those reports against it in this Parliament. 

Given what we know, how is BHP not breaching this agreement when it flies its pharmacy supplies in from 
Perth? The local pharmacist was quoted in The West Australian as saying that she was not even given the 
opportunity to tender for that supply of pharmacy goods. The public statements of BHP’s vice president of 
corporate affairs, Julius Matthys, give us an understanding of how local business in Newman fares when it 
comes to supplying BHP or its contractors. He was quoted in The West Australian of 11 November as saying — 

“I’m not sure what the proposition is—there’s nothing in any shop or supplied anywhere in Newman 
that doesn’t come from somewhere else,” he said when asked about local procurement. 
… 
“I don’t want to trivialise anything, but we’re not being asked to micromanage where people get their 
prescriptions filled, surely.” 

Well, we are asking Mr Matthys to do exactly that. We do expect him to micromanage where his fly in, fly out 
employees get their prescriptions from because BHP’s agreement with the state clearly has it committing to do 
just that! But Mr Matthys is on the public record saying that he does not. BHP also has to report every single 
year on how well it is going with local procurement, which we have no vision of. Given that BHP does not buy 
its pharmaceuticals, food or furniture locally, and it flies in its plumber, electrician and gym instructor, we can 
see why this is a critical issue for the local community and the state. But BHP is not alone. Rio Tinto has pushed 
out trading terms for its suppliers and much of its procurement has gone to Perth in recent months. The bottom 
line on its cost of producing iron ore is the only consideration, which is not what is required by the state 
agreement. Chevron Australia Pty Ltd has reneged on its commitments to new developments in Onslow, and 
Woodside flies in gym instructors from Perth for its Gap Ridge camp. Local suppliers have found it difficult to 
crack the Fortescue Metals Group procurement process and many have been disappointed not to be able to 
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support the Roy Hill Project, especially given Roy Hill is still in construction and we have a downturn. Many 
people have looked to Roy Hill to try to keep their businesses strong, so that has been very difficult for them. 
A new problem is emerging in that the Roy Hill construction camp is now competing with local hotels for single-
night stays. A construction camp for a mining company was never put in place to compete with the local hotel 
for a single-night stay for anyone visiting Port Hedland. 

Can the minister please inquire where the miners buy their vehicles? Most people would think that if anybody 
needed a dual-cab ute in the Pilbara, they would get it from the local dealer. It would be very interesting to get an 
audit of the companies across the whole mining sector on where their vehicles come from, where their food 
comes from, where the contractors stay when they come to town and where the senior executives stay. Do their 
cleaners and gym instructors live locally? Where do they buy the tyres for their vehicles? How many Indigenous 
supply businesses do they support, and do the kettles in the camp rooms come from local suppliers? 

I close with this observation: if it is acceptable to the boardrooms of the resource sector that operate in the 
Pilbara to arbitrarily change their trading terms and supply costs with their suppliers to deal with the commodity 
price cycle, they should have no issue if the government chooses to change royalty structures and payments to 
deal with our budget downturn. Hypothetically, if the government had sought royalty increases at that point, 
there would have been outrage. The Chamber of Minerals and Energy of Western Australia would have been on 
the front page of The West Australian calling for that not to happen. 

MR D.T. REDMAN (Warren–Blackwood — Minister for Regional Development) [9.41 am]: I thank the 
member for Pilbara for the grievance he has put forward today. Having visited a number of those communities, 
I can very much appreciate the views of the locals given the significant shift that we have seen in the resources 
sector. We have seen an unprecedented level of growth in the past number of years. Growth and development 
has been good for the state and, of course, the regions have been one of the beneficiaries of that, particularly 
through our royalties for regions program—a state government program. That growth has been challenging for 
the state around the issues for housing, the social sector and the small business sector. It is interesting to see 
some of the numbers on what the Pilbara region contributes. Presently, as one region in Western Australia, it 
contributes to 36 per cent of the nation’s export. That is even before we get to the point of the Wheatstone and 
Gorgon projects coming onstream and producing natural gas. The Pilbara region is also responsible for 
80 per cent of the state’s mineral production. It is interesting to see the shift in the value of production out of the 
Pilbara from 2003–04, which was valued at $12 billion to it now being valued at $96.1 billion in 2013–14, which 
is an annual growth of 23 per cent. There has therefore been substantial growth in the resources sector and it has 
certainly contributed to the wealth of the state. 

The tenet of the issue raised by the member for Pilbara is that as we move from construction to production and as 
the iron ore price moves from more than $120 a tonne to $43 a tonne—I think that is the latest iron ore price—
we are seeing a shift in pressures. We also need to see, from a state government perspective, government policy 
supporting growth and development in regional Western Australia, no matter what position or state those 
resource companies are in. The state government has invested heavily in the Pilbara in particular. Obviously 
there is a strong regional focus and the Pilbara Cities program is probably the sharp point of that focus. A total of 
$1.7 billion of royalties for regions funding has gone in to support the growth and development of cities of the 
north, with the aspiration of a population of 50 000 in Karratha and Port Hedland and 15 000 in Newman by 
2035. The population in the Pilbara currently is about 67 000. A focus on the regional investment blueprint 
pushes it towards 200 000 by 2050; therefore, the state is certainly making investments. Alongside that, there is 
an expectation that the private sector should also make investments. As the state puts resources into the growth 
of the Pilbara, we also want to see confidence in the private sector market. I guess the tenet of what the member 
for Pilbara raises is that there is indeed some lack of confidence because of the alignment that people do not see 
coming from the private sector as it applies to its policies of procurement in this case. 

I strongly sympathise with the views of the member for Pilbara. We have work to do to get even more 
government policy alignment with the issues that he raises, in particular around workers’ accommodation. It is 
not something I want to harp on now in this grievance, but I have obviously advocated for a whole-of-
government policy approach to workers’ accommodation. We are reaching the point now that we are operating 
in a much more mature market, if I can call it that, in the Pilbara region in particular. As we have grown and 
developed these communities, the past policy settings of work camps, in my view, should be history and we 
should be moving into new policy settings for supporting and developing those communities as they apply to 
work camps. I therefore think there is work that government can do. 

It is also important to send signals to the private sector and to the resource companies in particular that operate in 
these communities that we want to see a policy alignment shift on how they deal with workers’ accommodation. 
The member for Pilbara quite rightly makes the point that there are state agreements in place and there is a level 
of obligation that comes with those state agreements. However, there is probably also a lack of transparency and 
public accountability that sits with how those obligations apply. Quite rightly, a state agreement is an agreement 

 [2] 



Extract from Hansard 
[ASSEMBLY — Thursday, 26 November 2015] 

 p9052b-9055a 
Mr Brendon Grylls; Mr Terry Redman 

between the state of Western Australia and resource companies. I think there are more than 60 state agreements 
across the state in various areas, and obviously a number of those apply to the resource sector. Obligations go 
both ways. There are obligations on the state to ensure security of tenure to the mining interests of these 
companies, and that is what they want because there is bankability attached to a state agreement and therefore 
they can get investment from international markets to make their projects fly. However, we cannot forget that the 
communities and the people of Western Australia are also party to the agreement. The obligations, undertakings 
and negotiations that flow through, in my view, should have a level of transparency so that we understand in full 
the obligations as they apply to smaller companies, communities and businesses that have either contractual roles 
or contractual opportunities as businesses that live and work in these communities and as they apply to the big 
companies that are operating in and around them. 

In response to a couple of the member’s questions, I am supportive of writing to the companies to raise with 
them their procurement policy settings on the obligations that in my view they should have. I think it is right that 
we ask those questions. I think it is right that we as a government seek to shift not only government policy as we 
mature our regional development agenda, but also the centre of gravity of the policy settings of the resource 
companies as they apply to how they operate in regional Western Australia. 
I think some of the broader arguments in this matter get a little lost. I have been criticised for attacking the fly in, 
fly out workforce; that is not the case. I do not think anyone expects that we can have a cliff-face shift from 
a FIFO workforce through to a residential workforce. That is absolutely the agenda over time and it should be 
the agenda for how we approach regional development in Western Australia. However, in many cases we are 
looking at having FIFO markets operating in those communities actually being a part of the communities and 
making a contribution to those communities. 

In response to the grievance from the member for Pilbara, I strongly sympathise with the views that he raises 
about the companies that work in those mining towns, and I will certainly write to the companies and lend my 
support to them getting a policy alignment that will deliver a real legacy in community development, and that is 
people in business. The real legacy is people in business, and we would certainly like to see the companies’ 
policies aligned with that. 
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