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Hearing commenced at 11.35 am 
 
Mr JOHN NICOLAOU 
Chief Officer, Member Services and Advocacy; Chief Economist, Chamber of Commerce and 
Industry of Western Australia, examined: 
 
Mrs DANA HYLAND 
Manager, Economics and Policy, Chamber of Commerce and Industry of Western Australia, 
examined: 
 
 
The CHAIR: On behalf of the Economics and Industry Standing Committee I would like to thank 
you for your appearance before us today. The purpose of this hearing is to assist the committee in 
gathering evidence for its inquiry into the economic implications of floating liquid natural gas. You 
have been provided with a copy of the committee’s specific terms of reference. At this stage I 
would like to introduce myself and the other members of the committee present today. I am Ian 
Blayney, the chair of the committee; beside me is Hon Fran Logan, the deputy chair of the 
committee; and Shane Love, who is not quite here at the moment, but will be in a second, is the 
other member with us today. 
The Economics and Industry Standing Committee is a committee of the Legislative Assembly of the 
Parliament of Western Australia. This committee is a formal procedure of the Parliament and 
therefore commands the same respect given to proceedings in the house itself. Even though the 
committee is not asking witnesses to provide evidence on oath or affirmation, it is important that 
you understand that any deliberate misleading of the committee may be regarded as a contempt of 
the Parliament. This is a public hearing and Hansard is making a transcript of the proceedings for 
the public record. If you refer to any documents during your evidence, it would assist Hansard if 
you would provide the full title for the record. Before we proceed to the inquiry-specific questions 
we have for you today, I need to ask you the following: have you completed the “Details of 
Witness” form? 
The Witnesses: Yes. 
The CHAIR: Do you understand the notes at the bottom of the form about giving evidence to a 
Parliamentary committee? 
The Witnesses: Yes. 
The CHAIR: Did you receive and read the “Information for Witnesses” sheet provided with the 
“Details of Witness” form today? 
The Witnesses: Yes. 
The CHAIR: Do you have any questions in relation to being a witness at today’s hearing? 
The Witnesses: No. 
The CHAIR: I had better declare an interest because I am member of the Mid West Chamber of 
Commerce and Industry, which I think automatically makes me a member of your organisation, 
does it not?  
Mr Nicolaou: It does, yes. 
The CHAIR: Do any members have a problem with that? 
Mr F.M. LOGAN: I think you will have to stand down! 
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The CHAIR: I will resign from my seat! Are you a member of the chamber? 
Mr R.S. LOVE: I do not know! I pay the money. 
The CHAIR: So you would be a member then. 
Mr R.S. LOVE: I am potentially a member. 
The CHAIR: I will leave it to the committee staff to work that answer out. Do you have a short 
statement that for us? 
Mr Nicolaou: I do not really have a statement per se, I just welcome the opportunity to answer 
questions throughout the hearing. I just reinforce again that our submission to the inquiry was based 
on a broader level in terms of the importance of the broader liquefied natural gas and resources 
sector to the WA economy, and some of the issues and challenges that come with the WA economy 
in its current state. 
Mr F.M. LOGAN: In your submission you have referred on a number of occasions to long-term 
sustainable jobs as one of the future opportunities for FLNG. On that basis, I would imagine that the 
CCI supports the introduction of FLNG. We have heard in submissions that the onshore 
development of gas can create anywhere between 22 000 and 32 000 jobs with a multiplier effect. 
We know from Chevron’s own evidence, for example, that their direct employment is 10 000 at the 
moment for the Barrow Island project, so the multiplier effect from that, we have heard, depending 
on the size of the onshore LNG plant proposed, can be anywhere between 22 000 and 32 000 jobs. 
Yet we know that FLNG, on the basis of all the submissions we have heard so far from the 
proponents, would create approximately 300 full-time jobs on a project like Prelude, for example—
on the actual FLNG—with other jobs based in Perth and Darwin. That is significant difference in 
terms of the impact on the Western Australian economy. What is your view on that? 
Mr Nicolaou: Yes, there certainly is a difference between onshore LNG developments versus 
floating technology; there is no dispute there from our perspective. What we like to focus on, 
though, are the longer-term benefits that could come with new technology. This is disruptive 
technology and it is transformational technology that potentially will give WA an ongoing 
competitive advantage as an LNG hub on a global scale. The challenge, though, is what the broader 
benefits are that can come with that technology. In the short term, through the construction phase, 
the prospects from a local content perspective are less; there is no dispute there. But there are the 
longer-term benefits that can come from the introduction of technology through the spillover effects 
to other service sectors—to the education sector, the tertiary sector and the broader economy more 
generally—through export activity and revenues that could flow into government coffers, 
particularly at a commonwealth level. I think when you add those benefits up, it is hard to deny that 
floating technology still provides a significant net benefit to the state of Western Australia.  
[11.40 am] 
The other point to make with respect to that is that it is often difficult to compare onshore 
development versus floating development. Based on our understanding and evidence already given, 
if it was a point of comparison between, say, a Browse onshore development and a floating-type 
project, then there is no comparison because the project would not proceed. Those assets, those gas 
reserves, would be left stranded. The challenge that we need to understand better is: what is the 
opportunity cost in true terms because, based on evidence given already, there is certainly a concern 
there that the asset would not be developed at all.  
The other point I would like to make is that while not comparable, when there is the introduction of 
new industry, new technologies, into an economy, it can provide significant long-term benefits to a 
state like Western Australia. The best example I can provide, because it is based on some research 
that has been undertaken, is the North West Shelf. That project has had a significant 
transformational benefit on Western Australia overall through not only the activity that has been 
created by virtue of exports and ongoing service maintenance and expansion, but also the flow-on 



Economics and Industry Friday, 1 November 2013 — Session Three Page 3 

 

impacts through supplies of gas to the broader economy. Estimates that have been given on the 
North West Shelf is that, while it produced 1 300 jobs over the construction phase of its expansion, 
indirectly, it has been suggested that between 40 000 and 50 000 jobs have been created by virtue of 
this project proceeding. It has contributed around $60 billion worth of exports and, from an 
economic perspective for WA, around $90 billion. In terms of revenues, it has generated around 
$4 million worth of revenues to the federal government and around $900 million to the Western 
Australian government. That is, I guess, an example of where an industry—an evolution of an 
industry—can create significant long-term benefits for the state that certainly outweigh, by many 
multiples, the construction phase of the project. 
Mr F.M. LOGAN: That is true. That is one of the benefits of undertaking that work onshore. 
Members of your organisation who are in the engineering industry expressed a very, very 
concerning view about the number of what were onshore LNG projects now being proposed to go 
offshore—Browse being one of them, the Exxon Scarborough project being another proposal. They 
expressed a very, very strong view that their capacity could disappear from Western Australia 
altogether, leaving Western Australia completely exposed to being able to service other sectors of 
the economy, such as the mining sector and any other future projects. What do you say to those 
members?  
Mr Nicolaou: The issue of local content, more broadly, is a difficult one. It is one that we are 
challenged by as the Chamber of Commerce and Industry where we represent members right across 
the supply chain. We have a large number of members that do supply into the resources sector and 
who have had significant concerns around the local content opportunities, particularly on large gas 
projects. Our position around local content, though, is not around mandating local content 
opportunities or around regulating for certain types of technologies or operations to proceed. 
Rather, we believe in free and open markets and building competitiveness within the industry 
sector. The Western Australian sector that supplies into the resources sector is no different to any 
other sector of the economy. We need to look at policies that can help make our manufacturing 
sector internationally competitive; that goes to broader policy issues that help drive down the costs 
of doing business in this state and open up other market opportunities as well.  
Mr F.M. LOGAN: John, exactly what you just said has been said by various organisations over the 
last two decades. What we have seen is the engineering sector shrink. The concern expressed by the 
engineering sector is that it will shrink to the point where it will disappear. Now that leaves Western 
Australia in a very, very difficult position because of it having no capacity to service larger projects 
should they come onstream. These are members of yours, and they expressed those concerns. As an 
organisation, how will you alleviate those concerns? 
Mr Nicolaou: That is the challenge: how can the industry respond to what is more and more a 
competitive market and a more globalised competitive marketplace? In terms of our advocacy 
around the issue of local content, it is not around imposing extra regulations onto industry, but 
rather about broader policy principles that can help address the cost challenges that businesses face, 
and provide opportunities as a result for them to compete more competitively against global 
competitors.  
In terms of our manufacturing base overall, while we do not have details on the size of the 
engineering sector overall, from a manufacturing perspective, Western Australia’s manufacturing 
sector remains robust and strong. Over the course of the last decade, manufacturing has grown and 
contributed around five per cent to the growth in the WA economy. It makes it the fourth highest, 
by industry sector, in terms of contribution to the WA economy. While there are challenges that 
occur as you get more specific in terms of industry sectors, the manufacturing sector overall 
continues to grow and adjust. Ultimately, what we need to see is the economy evolve—the sectors 
evolve from beyond traditional types of manufacturing operations to where the opportunities lie. 
The opportunities lie well beyond just feeding into the construction works of major projects. There 
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is a long life attached to these major projects that, if manufacturing businesses can take advantage 
of, can sustain them over the longer term. We already see examples of that where our members 
have adjusted their business, and, as a consequence, are being rewarded by having ongoing 
maintenance contracts with these large projects.  
Mr R.S. LOVE: If I could ask a question at this point. That really is an episode of recent history. 
We have had a great deal of construction, as you well know, in the mining sector. We have had a 
great deal of construction in the gas and energy market. What we are talking about here is a 
transition from that phase of development onshore to a point where these trains will be imported in 
a floating vessel. So, I would be questioning what strength there is in the industry that you represent 
to adapt to that challenge and that change. I think that it would be wise for you to be considering 
ways that that industry can actually continue on. Because just looking at the last 10 years as a 
period of growth does not predict the next 10 years in any way, as you would know, John. But I 
would think that at this point, we now need to consider some of the in-built challenges that industry 
faces in the state in adapting to these technologies and ways that they can be overcome.  
[11.50 am] 
Following on from what Fran said earlier about the difficulties that local businesses face; when 
dealing with a supply chain that may be international it can be very difficult for a local engineering 
firm to demonstrate that they have the capacity. There seems to be an innate view, especially in the 
larger corporations, that Western Australia lacks capacity in a lot of areas—that is not necessarily 
the case. How do you see your organisation, your members, the government and the major players 
coming in and working together to ensure that our businesses have a fair go at breaking into some 
of those supply chains? My great concern is that left to their own devices they will be frozen out. 
Mr Nicolaou: I thank you for the question. Building on the earlier comments that I made, I think, 
ultimately, we do need to ensure that Western Australia’s economy is as productive and efficient as 
possible. That requires a focused effort on driving down the cost of doing business that is 
confronting our members. Our members have consistently called out that this is the single biggest 
issues that they face—it is the cost pressures, not so much the market opportunities. That is where 
we have focused our efforts for the better part of the past three or four years: What can we do? 
What policies can we advocate for that will help drive down those costs and build up the 
productivity that has slumped in this state and nationally over the course of the last decade? 
Ultimately, it is productivity growth that drives long-term wealth creation in the nation and a state 
like Western Australia. If we can get that right, then small businesses will get full, fair and 
reasonable opportunities to compete for the large projects that come to WA from time to time. We 
want to make sure that those projects and investments do come into Western Australia, and you 
need the right policy settings to allow that to occur. 
That is our focus, but more practically the Chamber of Commerce and Industry of Western 
Australia also provides support to our members and the wider business community to access local-
content opportunities through the Industry Capability Network WA—which we have up until 
recently run under a contract through the WA government—and through our ProjectConnect 
service. These business units aim to help businesses by providing information. I think that this is a 
gap that we and small businesses face—information asymmetry and not knowing what is required 
to win work on major projects. 
I am happy to talk more about those business units. From CCI’s perspective, it is unfortunate that 
we will have to pursue the Industry Capability Network WA as a business on an ongoing basis 
without government funding because of recent decisions to cut that tender process. 
Mr F.M. LOGAN: John, we have heard about the cuts to that funding as well. Could you clarify 
that because we were told by someone who thought it was the case but could not go into detail? 
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Mr Nicolaou: We received official advice a few weeks ago and I can confirm that and that the 
vendor identification service, which is the tender we resubmitted for and that funds the Industry 
Capability Network, was cancelled as a consequence of budget deliberations this year. We face, and 
have since 1 July, the situation where we are looking at different business models to ensure that we 
can still provide that valuable local content support to members—small to medium employers—to 
win work on major projects. From our perspective it was a disappointing outcome but we are trying 
to adapt and evolve beyond being a government-funded program. 
Mr F.M. LOGAN: Can I ask the value of that funding? 
Mr Nicolaou: Last financial year, it was $750 000 approximately. I can confirm that for you. It was 
scaled back to $250 000 as a part of the new open tender that was put out to the market. We 
submitted for that as well, but we would have had to change our business model as a consequence 
of the funding cut. Now it has been cut altogether.  
Mr R.S. LOVE: When we have construction projects that appear to be sourced from overseas, 
whereby the expertise, most of the materials, the labour and the proponent come from overseas. 
How can your local members break into providing anything without the assistance of government 
regulation? 
Mr Nicolaou: There are different forms of regulation that exist in that overall market place. At a 
federal level, there are Australian industry participation plans that help support local content 
opportunities, and until recently the government supported local content through programs such as 
what we deliver through ICNWA. Beyond that, because it is such new technology and a new 
environment that we are facing, there is the unknown element of how businesses will adjust. The 
challenge for businesses is how quickly they can adjust to this new way of building major projects 
so that they can start to compete for opportunities at the construction phase and on an ongoing basis 
through maintenance and servicing for the life of the contract. 
It is important to recognise Western Australia is a small market and with projects that are significant 
by global standards in terms of scale, it is difficult for small businesses to be able to bid for 
components of those projects. That is a challenge that business and industry will need to adjust to as 
well to ensure that they can develop partnerships and other opportunities to ensure in aggregate 
terms they are able to bid for major projects. 
Mr R.S. LOVE: There is little bit of a conflict in what you have been saying thus far: on one hand 
you are saying that business can do it on its own, and on the other hand you are saying the 
government has cut out ICNWA funding. I think that even within your evidence there is an 
understanding that there has to be some sort of response to ensure that there is a maximum benefit 
for Western Australian industry from the new landscape that we may face. I wonder, specifically, is 
there anything that you would like to see the government do as a key enabler for your businesses to 
take advantage of that new landscape?  
[12 noon] 
Mr Nicolaou: We have never disputed an important role for government in the functioning of the 
WA economy or the broader national economy. It is important. Where we believe the government 
can be most useful is around ensuring that the policies are in place to allow businesses to capture 
market opportunities. That is where our broader policy agenda is really where we are focused on, 
because I think that could deliver the greatest net benefit to WA business. But there is a role for 
government in providing programs that improve the information flow to assist small businesses. 
Ultimately, the challenge that faces small business is that they do not have the capacity to be able to 
understand where the market opportunities are and to research them to the level that some bigger 
businesses have. That is where government, through programs such as we have spoken about, has a 
role. We provide an information service through ProjectConnect, which is an online electronic 
library which is not government funded. It is a database that helps business identify opportunities. 
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Unless there is a defined market failure, we do not see a need for the government to have an active 
role. But the government can play an enabling role, particularly around ensuring that local content 
opportunities are maximised, largely through information support and potentially marketing support 
if we are looking overseas, but more broadly around the broader policy agenda.  
Mr F.M. LOGAN: John, you keep referring to small businesses. Some of the fabrication 
companies in Western Australia are the largest in the whole of Australia. They are not small 
businesses. These are large businesses with millions and millions and millions of dollars’ worth of 
investment simply in just capital equipment. They are not small on a global scale, and they are 
certainly not small on an Australian scale; they are the largest in Australia. They are the lifeblood of 
the capacity of Western Australia to be able to take on and execute major projects onshore and 
offshore, and I mean across the resources sector. I am not referring to these particular companies at 
all, but I am talking about the whole of the engineering sector as well, which includes engineers, 
who are, I might add, leaving Perth in droves at the moment. You have said your members have 
called for changes to the regulation and taxes, and those other productivity issues is what the 
problem is and that is what they are focusing on. Your members tell us that they are actually 
seeking marketing opportunities, because, as Shane has indicated, they feel they are being cut out of 
market opportunities. So, do you see there is a bit of a disconnect between where you are going and 
your organisation is going, and what your members want? 
Mr Nicolaou: I honestly cannot comment on the specific feedback you have received. But, yes, we 
do hear that businesses that are trying to break into the resources sector and supply into the 
resources sector are challenged in finding local content opportunities on major resource projects. 
But the numbers do still point to a sector that is able to earn a significant amount from local content 
opportunities. Some of the information that has been presented by the local content unit of the 
Department of Commerce supports that, with local content opportunities provided to the value of 
60 per cent of the oil and gas projects that currently have been developed. When you look at hard 
rock or onshore mining, the local content percentages are even higher. There is still a market 
available for businesses to break into if they have the right offering and cost structures. 
Mr F.M. LOGAN: You would accept that that market is rapidly shrinking, as evidenced by you 
losing members. For example, United Construction’s workshop has closed, Western Construction’s 
workshop has closed and Pacific Industrial is nearly mothballed. Is that not evidence of that market 
shrinking? 
Mr Nicolaou: We are seeing that across the board across all industries, not just those related to 
businesses that are trying to break into the resources sector. It is a particularly difficult time for 
businesses in the WA economy, and it does, again, reinforce our agenda, which is around driving 
productivity growth and driving down the cost of doing business. We get similar levels of 
resignations across all industry sectors—from retailers right through to construction businesses and 
manufacturers. According to our survey of business expectations, businesses now report that the 
current conditions are worse than they were during the global financial crisis. The economy does 
not feel like it was back then, and certainly it is nowhere near as catastrophic from a global events 
perspective, but it does underlie the challenges that businesses face today. Those challenges directly 
link to the costs they face and are lumped with. That goes across all inputs, from labour to energy to 
taxation to regulation. I just want to reinforce the point—while I cannot comment specifically on 
certain businesses in relation to engineering, I can comment more broadly around the WA 
economy—that there are some significant challenges from a profitability perspective for many 
businesses.  
The CHAIR: John, the figure that is broadly thrown around of the multiplier effect from jobs in the 
resources industry, I think, is three to one. Do you know anything about how that is arrived at, and 
does it actually vary between different sectors of the resources industry? 
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Mr Nicolaou: The CCI does not subscribe to the use of multipliers. They can be used and abused, 
to be frank, and so we never really invest any of our time and capacity in trying to build multipliers 
up in terms of what value certain industry sectors have to the broader economy. So, unfortunately, I 
cannot comment much more than that. 
The CHAIR: Okay.  
Mr R.S. LOVE: In the submission, you discussed the regulatory burden placed on business, 
especially in oil and gas. I think you referred to there being 150 pieces of legislation for upstream 
oil and gas, and over 50 different agencies that have to be dealt with. You can supply that later on, 
if you like, in terms of giving us an idea of what you mean in terms of a comprehensive list of those 
pieces of legislation or those agencies, but I wonder if you would like to just expand a little on your 
understanding of some of those burdens and the effect they may have on the competitiveness of that 
market. 
Mr Nicolaou: I cannot expand too much more, other than what has been provided in our 
submission. But what I can offer you is our submission that we provided to the Productivity 
Commission, which is undertaking a major review inquiry into major projects approvals. I think it 
would be instructive for the committee to certainly look into that report and some of its findings. I 
think the Productivity Commission itself would be better placed to talk about those findings rather 
than myself, but I am happy to provide our submission. If you would like a copy, we can also 
provide you a copy of the Productivity Commission draft report.  
Mr F.M. LOGAN: John, in the submissions you talked about the benefits from FLNG on regional 
towns, for example Broome. We have put a question to all the current LNG proponents, including 
Woodside, about the possibility of a supply base here in Western Australia, and none have 
committed to that proposition. Woodside or Shell has not rejected a supply base in Western 
Australia—Shell as a party in Browse at the moment—but they are certainly not committed to the 
creation of a supply base here in WA. Both supply bases for the Bonaparte and Prelude field will be 
in Darwin, so when we questioned Inpex or Shell—it was one of the upstream companies; we can 
go back as to exactly which—about the possible use of Broome, as you have in your submission, as 
a supply base, they indicated that the people of Broome do not want a supply base there; they want 
it to be left alone to be a tourist town. How do you respond to that?  
[12.10 pm] 
Mr Nicolaou: I cannot respond beyond our earlier submission, and maybe the feedback that you 
have received since supersedes our earlier comments that are provided in the submission. But, 
broadly speaking, we support economic development and we support diversification in the 
economy. I think it is through diversification that we can ensure sustainable long-term growth for 
regional centres as well as the broader WA economy. I would hate to see regions within Western 
Australia miss out on opportunities to generate wealth and employment and grow population 
because of dismissing opportunities that are very large, such as through the LNG sector more 
broadly, and the resources sector as well. 
Mr F.M. LOGAN: I am sure that everybody in Western Australia would concur with that 
statement. But would the Chamber of Commerce and Industry then come out and call on the 
upstream players to establish a supply base in Western Australia? 
Mr Nicolaou: We have not done anything as such since, and really we have not been discussing 
those sorts of options in detail at this point in time. 
Mr F.M. LOGAN: Although it is in your submission. 
Mr Nicolaou: Yes, it is—apologies—and that is based on earlier feedback that we had received. 
What we can do is come back to you with some further information around where that information 
was sourced and whether it still holds true, and what we are doing as a consequence of that. 
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The CHAIR: The Broome community was very divided on this issue. The business community, 
from my reading of it, was absolutely devastated when the decision was made to not go ahead with 
James Price Point, whereas what I will call the green sector of the economy — 
Mr F.M. LOGAN: Tourism. 
The CHAIR: — I think was actually quite happy about the whole thing. But the community was 
extremely divided. I have a simple question, if I may. Your submission points to increased labour 
costs, input costs and tax burdens, as well as aimless red tape and regulations, as adding to the cost 
burden of projects. You also mention CCI research that shows declining productivity in Western 
Australia since the start of the investment boom. Do you have disaggregated data that shows the 
increase in each of these individual cost factors; that is, splits them up? 
Mr Nicolaou: In terms of wages? 
The CHAIR: Yes. You say labour costs, inputs costs, tax burdens and red tape. Do you have that 
data split up so that the effects of each can be evaluated?  
Mr Nicolaou: In terms of wages, for example, we use public sources through the Australian Bureau 
of Statistics, and both average weekly earnings and the wage price index are very useful sources to 
demonstrate wage cost increases over time and other input costs. I am happy to supply detail around 
changes over time. But certainly in terms of some of the information that we have collected ahead 
of this hearing, there has been a substantial increase in wage costs, if we use that as an example, 
over the past decade. There has been an overall increase of around 85 per cent over the past decade, 
from around $887 to $1 645. That is on an average weekly earnings basis. In terms of a wage cost 
index basis, overall, the increase over the same time period is 52.8 per cent in Western Australia. 
There are a number of ways in which you can slice the data to get more detail, and I am happy to 
provide that, depending on what is required. There is other information that we are able to source as 
well over time to assess the competitiveness of Western Australia against Australia more broadly, 
and we can provide those differences. Also, we can provide some information that provides some 
basis for the comparison in terms of Western Australian wages in key professions connected to the 
sector versus the United States, for example. There are quite significant wage differentials between 
Western Australia and the United States.  
In term of productivity, we can compare Western Australia overall against Australia. We have 
conducted our own productivity index, which mirrors from a methodology perspective the 
construction of the productivity index at the national level; that is, multi-factor productivity. That 
shows that since 2002-03—over the past decade—we have seen multi-factor productivity decline on 
average by 0.5 per cent per year. So while there are a number of factors that can help explain that, it 
is a decline that has been observed over a longer period of time, and that does cause us concern. 
What this all adds up to in terms of the other cost pressures is information that we can help source 
to inform this committee.   
The CHAIR: What about the cost of regulation? 
Mr Nicolaou: We have various estimates that we have conducted over time for the cost of 
regulation. They are based on feedback from member surveys, so it is anecdotal. But when 
collectively added up, that does provide some context in terms of how much regulation does cost. 
We did a major study into the cost of doing business back in 2011, and one of the aspects of that 
work that we did and the research that we did was to try to estimate what cost regulation has on the 
WA economy. From memory—I am happy to supply that paper as well to the committee—
regulation overall costs the WA economy around $2 billion per year, and, nationally, around 
$20 billion per year. That is not to say that the regulation is bad. But it does give you some idea 
around the costs that are embedded and that businesses have to absorb as a consequence of 
government regulation.   
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Finally, in answering your question, one of the best measures that I can present to you to help 
demonstrate our competitiveness on an international scale is to refer to the world competitiveness 
index. That is constructed by the World Economic Forum. That does show a slide in our overall 
competitive positioning compared to other countries around the world. We ranked around number 
12 around five years ago. We have progressively declined over time, and we are now ranking at 
number 21. There are a number of elements that add up to what determines that competitiveness 
number. But it does go into a whole range of regulations and other areas of government 
involvement in the economy that help drive that number. I am happy to provide that to help inform 
the committee as well. 
Mr F.M. LOGAN: Just on that last comment, the organisation that you referred to, the World 
Economic Forum, indicated that on productivity, we have slid from 12 to 128 out of 148. I think it 
would behove the government to get that forum’s data and pull it apart, because it is suggesting that 
Western Australia is 128 out of 148, and when we compare that to some of the productivity data 
elsewhere in the world, I think the data may be well and truly flawed.  
Can I just go to domestic gas, which is part of our inquiry. The chairman of the committee put it to 
the CME earlier that it straddles the fence on the issue of domestic gas, because it has members who 
are upstream suppliers and it also has members who are downstream users, as does the Chamber of 
Commerce and Industry, and both groups of membership have completely different views on the 
issue of domestic gas. 
[12.20 pm] 
It is not in your submission but, first of all, what is the CCI’s view on the domestic gas reservation 
policy; and, secondly, just as I asked the person from APPEA, what are the CCI’s views about the 
concerns of future domestic gas supplies? Costs are one big factor. We talk about wages. As you 
know, domestic gas supply costs have risen by over 200 per cent over the last five years. The 
APPEA participant pointed to the supply of domestic gas from Macedon and Devil Creek, but, as 
you know, both those are small suppliers and they were fully committed, and from Wheatstone and 
Gorgon, but Wheatstone and Gorgon were achieved by a domestic gas reservation policy, as was 
the other supplier, which is Woodside’s North West Shelf. As you know, the Woodside North West 
Shelf contract is coming off very shortly, which would just leave, should they not renew that or go 
into some other form of contractual relationship, those other suppliers. When I asked the APPEA 
participant to name me one other project that is going to supply to the domestic gas field, he could 
not do that. Firstly, what is the CCI’s view on the domestic gas reservation policy; and, secondly, 
how do you respond to your members who are users of domestic gas and their concerns about the 
future supply of domestic gas and future costs? 
Mr Nicolaou: Just to be clear, firstly, in terms of the CCI’s position on domestic gas, that is an 
established position that we have held since a major study that we did back in 2007. I would be 
happy, again, to present that study to this committee as part of your evidence gathering. What we 
articulated in that report was that we do not support a domestic gas reservation policy. We have 
businesses and members right across the supply chain from suppliers through to consumers, and 
that was a challenge for us in coming to a position, but based on our principal belief in free 
enterprise, we certainly felt that a domestic gas reservation policy would be counter to ensuring 
long-term supplies of gas into the WA economy. That position is established. What we believed in 
terms of policy that would be more effective to ensure the future supplies of gas into Western 
Australia were other policy issues. There is no silver bullet to the issue of domestic gas and 
ensuring long-term supplies. It is one that requires substantial policy work right across the supply 
chain. Since the release of that report, we have seen some of those policy measures enacted, 
including changes to gas specifications, as an example, where that has opened up the opportunity 
for the Macedon gas field to be developed and then to be supplied into the domestic market. That 
could not have been achieved if we did not deal with the root cause of why that project was not able 
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to be developed. It is through those sorts of policy measures that we believe that you can get a more 
effective, longer-term response to the challenge we face from a domestic gas policy perspective. 
That was just one example, and I am happy to explore some of the other areas. What we see, 
though, is that the market is evolving; it is developing. All I can be guided by is the IMO report, 
which was recently released. The gas statement of opportunities has highlighted that there is 
certainly capacity from a supply perspective for the WA market through to the end of the decade. I 
cannot comment beyond that, but, clearly, through effective policy, I think you can see a market 
response, and we are witnessing that already. That statement of opportunities by the IMO does 
support that. 
Mr F.M. LOGAN: Thanks, John. I am just struggling to try to draw a relationship between having 
a policy position and having an action. The policy position encourages whom to take what action—
government to take action or business to take action? At the end of the day, if you have got a 
dwindling supply of gas and the price is increasing, policies are all well and good, but what actions 
do you have to take? 
Mr Nicolaou: The action plan that was spelt out in our gas paper in 2007 was around policy change 
that we would encourage government to enact. Pleasingly, we did see that with regard to gas 
specifications to allow the Macedon field to proceed into development. It is also important to note 
that this report was done with deep consultation with our members right across the supply chain. 
While there were areas where we agreed to disagree, some did support a gas reservation policy—
certainly, some of the larger consumers. Overall, there was a strong endorsement around the 
broader policy initiatives or actions that we were encouraging government to take. 
Mr F.M. LOGAN: Did it come down to a vote? 
Mr Nicolaou: It was difficult, yes. 
The CHAIR: It is good of you to admit it! 
The only other question I have is about introducing local companies to new opportunities. You 
mentioned the CCI database. Are there any ideas of other ways to introduce local companies to 
opportunities? 
Mr Nicolaou: We provide two services—that is, our ProjectConnect online database and the 
Industry Capability Network, which we have run for 22 years and which has provided significant 
opportunities for local businesses on major projects. Beyond that, I know that there is a local 
content unit within the Department of Commerce. I cannot comment beyond that. I understand there 
have been some budget challenges that may see the capacity of the overall unit being less, but I 
cannot comment beyond that. That is an area where there is government support available as well. 
Beyond that, at a national level, the federal government has long supported local content 
opportunities through Australian participation plans, which are also successful. 
The CHAIR: I would like to thank you for your evidence before the committee today. A transcript 
of this hearing will be forwarded to you for correction of minor errors. Any such corrections must 
be made and the transcript returned within 10 days from the date of the letter attached to the 
transcript. If the transcript is not returned within this period, it will be deemed to be correct. New 
material cannot be added via these corrections and the sense of your evidence cannot be altered. 
Should you wish to provide additional information or elaborate on particular points, please include 
a supplementary submission for the committee’s consideration when you return your corrected 
transcript of evidence. I think you did indicate you were going to send us a couple of documents, 
which we would greatly appreciate. We have not managed to get through all of our questions, so 
will it be okay if the secretariat writes to you with those questions so that you can answer them by 
letter? 
Mr Nicolaou: Yes, I am happy to do that. 
The CHAIR: Thank you. 
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Mr Nicolaou: Thank you for your time.  
Hearing concluded at 12.28 pm 
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