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The Hon Brian Ellis MLC

Chair

Standing Committee on Environment & Public Affairs
Parliament House
PERTH WA 6000
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Dear Mr

Is

SKILLED LOCAL JOBS BILL - PETITION No. 1.4 - wA JOBS FROM WA
RESOURCES

I refer to your letter dated 11 August, 2011 regarding the above Petition and the

submissions from the principal petitioners and tabling Members requesting my
comments.

The State Government has made it unequivocally clear it will not enact legislation
which guarantees or ensures specific levels of local industry participation arising from
Western Australian resources projects. To do so would damage the State's
international standing as an open investment and trading environment, Further, such
a step would contravene Australia's obligations under the World Trade Organisation.
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Furthermore, it is highly likely that this form of absolute protectionism would prove to
be counter productive in terms of support for inefficientforms of activity.
It must be recognised that \Nestern Australian supp!iers are increasingly exposed to
competition as Asian economies such as China and Korea continue to expand their

manufacturing and service capacities. The combination of factors leading to falls in
local content in some projects, are outlined in the Local Content Report which I
tabled in May 2011. However, there are many projects which are continuing to
achieve levels of local sourcing around 85-90 percent of expenditure.
Discussions with the Industry Capability Network W. A. reveal the number of

fabrication workshops closing over 2011 may be as low as one, Discussions with
project proponents consistently indicate that a shortage of local engineers and
designers is the key impediment to increasing such activity in Perth.
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With regard to the submissions from the tabling Members, it is argued that the Skilled
Local Jobs Bill 20.1 "go a long way to ensuring the big mining and resource
companies use local fabrication manufacturing companies". There has been no
evidence provided to support this assertion during the second reading of the Bill or in
the Public Debate on the Bill between the Leader of the Opposition and myself. It is
my contention that, because the Billrequires project proponents to make sourcing
commitments so far in advance of the actual letting of contracts, the proponents are
more likely to be conservative and cautious in their estimate of local sourcing.
This is particularly true when the Bill provides for an unspecified level of financial
penalty to be levied ifthe nominated degree of local content is riot actually achieved.
The tabling members include in their letters a number of other claims forthe Bill such

as it will provide local business both with information needed to compete and "a level
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playing field". The detailed investigations undertaken by the Department of
Commerce in 2010 on the competitiveness of local steelfabricators identified price,
capacity and proven capability as key impediments rather than any absence of
information. The ICNWA and ProjectConnect are key mechanisms which have been

providing market opportunity information to local suppliers for many years, There is
no aspect of the Billwhich addresses the issue of equity of treatment,
Furthermore I would argue that it is riot existing State Government policy that is
resulting in major resource companies performing engineering and fabrication work

offshore, it is more precisely a combination of complex and long-range factors such
as a strong Australian dollar, which fall outside the compass of the Western
Australian Government.

It is accepted that engineering and design, as well as steelfabrication, are areas of
the local supply base that have been particularly impacted by the emergence of this
trend.
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As outlined in the Framework launched by me on I July 20.1, it is the intention of the
Government to work closely with project proponents and suppliers to develop a
shared vision of future opportunities, both domestically and overseas. This does not
mean that restructuring pressure and possible reductions in activity can be avoided.
it is futile to attempt to overcome long-term international market changes through
protectionist measures. This position is supported by the Commonwealth
Government in its response to falling levels of manufacturing on the Eastern
seaboard.

The focus of the Petitioners on engineering and design, as well as steel fabrication,
distorts the overall picture and neglects the overall benefits that mineral and energy
development bring to Western Australia.
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Finally, it is important to note that the 'Skilled Local Jobs Bill 2011' was defeated in
the Legislative Assembly on 31 August 2014, Forthis reason and given the dubious
arguments advanced in favour of muddled intervention, I do not believe there is merit
in the Standing Committee taking this issue further.

Yours sincerely

Simon O'Brien MLC
MINISTER FORCOMMERCE
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