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2 the cost of doing business in the pilbara

Executive Summary
Objectives and cOntext

The Pilbara costs of doing business 
are far higher than the rest of WA and 
most of Australia. This very high cost 
structure is a constraint to starting new 
businesses, operating successfully as an 
existing enterprise and it discourages 
diversification. All stakeholders need to 
know what business costs are, and by how 
much they are expected to increase. 

The Regional Development Australia 
Pilbara (RDAP) study is viewed as an 
important contribution to analysing the 
Cost of Doing Business in the Pilbara. The 
study has the support of the Chambers 
of Commerce and the Small Business 
Development Centre in the Pilbara. 

The intent is to compile a cost of doing 
business profile for each major centre 
(Karratha, Port Hedland, Newman and 
Onslow) in the Pilbara Region. 

The results and conclusions will be used to:

 · Inform businesses and NGOs about the 
prevailing cost structure and future costs 
to improve planning and operations;

 · Inform government agencies about 
costs so that policy formulation can 
be adjusted to take the high costs into 
account.

Key Findings

Regional Price Indicators

 · The price indexes for the Pilbara are the 
highest of any region in WA and impact 
negatively on employment costs to 
businesses and NGOs.

 · The major cost drivers in the Pilbara are 
the resource sector, growth in demand 
outstripping supply, and constraints 
to economic development and 
infrastructure provision. 

 · Over the 5 year period from 2007 to 
2011 the gap between the Regional 
Price Index for the region and Perth had 
widened by 26 points which equates to 
an average increase in costs of nearly 
5% per year when comparing the two 
regions1.
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estimated Regional Price index for Pilbara for years 2007 to 2012

estimates of the consumer Price index (comparing the Pilbara to Perth)

2007 2008 2009 2010 2011 2012

Perth3 (Actual) % per year change 3.0 3.7 2.1 2.6 2.9 2.1

Pilbara (Consultant Estimate)  
% per year change

7.25 7.95 6.35 6.85 7.15 6.35

Perth CPI Index 2007 base year 100.0 103.0 106.8 109.1 111.9 115.1

Pilbara CPI Index (Consultant Estimate) 
2007 base year

100.0 107.3 115.8 123.1 131.6 141.0

 · In 2012 the data showed that in the 
Pilbara the level of remuneration 
for employees would need to be a 
minimum of 37% higher than that 
in Perth, and that there is often a 
need to provide subsidised or free 
accommodation to attract or retain 
employees.

 · Although costs will rise more slowly in 
the next few years (and may fall slightly 
for some items) the absolute level of 
costs will remain one of the highest in 
Australia overall.

 · The cost to households and businesses 
of utilities is anticipated to continue to 
rise in the Pilbara.

 · The high socio-economic costs to 
communities and businesses is creating 
numerous distortions to “normal” 
market price signals.

 · The estimated consumer price index 
(CPI) for the Pilbara based on an 
analysis of RDL data shows high rates of 
inflation for major commodity groups, 
and in particular those of Food, Clothing, 
and Housing2.

 · The median cost of buying a house 
in December 2012 was $747,000 in 
Karratha; $844,000 in Port Hedland; 
$840,000 in Newman and $890,000 in 
Onslow. It was $495,000 in Perth.
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Executive Summary

the PilbaRa cOsts OF dOing business aRe FaR higheR than the 
Rest OF Wa and mOst OF austRalia.
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Future Costs 2013 to 2015

Predicting future costs is extremely 
difficult. There are a large number of 
variables involved and developments 
in commodity markets and investment 
intentions are constantly changing. Global 
energy markets are changing exceptionally 
quickly with major new sources of supply 
emerging for natural gas and oil. The 
dependency on China as the major iron ore 
market has an “all our eggs in one basket” 
risk.

For the Pilbara as a whole the rate of 
inflation will possibly decrease compared 
to recent levels, because of the reduction 
in mining investment relieving pressure 
on housing and employment costs. 

Business Cost Multipliers

 · Multipliers show the comparative cost for 
similar products and services in different 
locations. Perth = 1.4 .

 · Estimates of multipliers for a range of 
major cost items comparing the main 
towns in the Pilbara with Perth indicate 
high price differences across some major 
items with wages and accommodation 
dominating the differentials.

 · These multipliers demonstrate the 
high cost structure faced by businesses 
operating in the Pilbara.

 · Aggregating the comparative costs 
of operating businesses of a similar 
type in Perth and each of the main 
towns shows that in the Pilbara towns 
costs for selected major items is up to 
120% higher than in Perth. Faced with 
such substantial costs above those in 
Perth and with a small market size, 
some businesses are struggling to 
survive, while NGOs continually deal 
with considerable programme funding 
challenges.

 · Businesses and NGOs face high costs for 
several other important cost items, such 
as staff training, staff recruitment and 
turnover, travel, professional services 
and consumables.

 · Businesses often have to purchase or 
rent accommodation for staff, adding 
an extremely high cost for business 
start-ups.

 · Construction costs for houses or offices 
can be as much as twice the Perth norm 
for a similar building.

However some major projects are still 
under construction, and there will be new 
construction activity from 2013 to 2015. 
As a result the overall cost structure will 
remain very high compared to Perth and 
the rest of Australia. The rate of increases 
in costs will probably be greatest in 
Newman and Onslow, because iron ore 
and LNG construction activity will remain at 
significant levels.

The implication for businesses and NGOs 
is that although price rises may not be 
as rapid as in the past, they are likely to 
remain elevated and the cost structure of 
all centres will remain unacceptably high. 
Policy makers need to continue to promote 
an enabling environment, which assists in 
reducing costs across the board.  

cost item 5 Karratha
Port 

hedland
newman Onslow

 Median Individual Weekly Income (2011) 2.3 2.0 2.3 2.1

 Median Family Weekly Income (2011) 1.7 1.7 1.7 1.5

 House Prices (2012) 1.8 2.7 1.5 1.5

 Rent - Accommodation (2012) 3.5 5.1 4.4 4.6

 Rent - Commercial (2012) 2.9 1.7 1.9 1.9

 Rent - Retail  (2012) 1.5 1.5 1.2 1.2

 Rent - Industrial (2012) 2.3 2.3 NA NA

 Construction  (2012) 1.6 1.6 1.7 1.7

 Water  (2013) 1.4 1.3 0.9 2.9

 Electricity SMEs (2012/13)6 1.0 1.0 1.0 1.0

 Electricity Large Businesses (2012/13) 1.0 1.0 1.0 1.0

 Petrol (2013) 1.2 1.1 1.2 1.2

 Diesel (2013) 1.1 1.1 1.1 1.1

 Car Hire (2013) 2.3 2.2 2.3 2.3

 Truck Hire (2013) 1.9 1.9 1.9 1.9
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Key messages

Resource Sector

 · In the resource sector cash costs (i.e. 
operating costs excluding depreciation 
and interest) are amongst the highest in 
the world. The longer term impact is the 
decreasing competiveness of Australia, 
and the Pilbara in particular.

 · This has major negative ramifications for 
the economy of Australia, WA and the 
Pilbara region.

 · The resources sector has been a key 
driver of both the WA and Australian 
economies over the last decade, 
providing investment, employment 
opportunities, higher incomes and 
generating demand for services.

 · This beneficial situation may not be quite 
as buoyant in the future given the high 
cost structure for iron ore miners, with a 
probable downturn in iron ore prices to 
a range of $90-$130 per tonne over the 
next few years.

 · Beyond current expansion and planned 
new iron ore mines there will be limited 
new investment over the next few years.

 · The feasibility of new investments in the 
LNG sector will be more questionable 
due to uncompetitive costs, and 
increased competition from the USA and 
other destinations, and a slow reduction 
in prices is possible.

 · The cost of doing business in the Pilbara 
for SMEs and NGOs has risen primarily as 
a result of the high demand for labour, 
accommodation and other services by 
the resources sector. Clearly it is in the 
best interests of all businesses, small or 
large that such costs are reduced.

 · FIFO activity is unlikely to transform into 
more permanent residency until costs in 
the Pilbara “normalise” and the range of 
services/facilities improves.

 · Resource companies planning for major 
investments needs to prepare planning 
schedules for all aspects of construction 
and operation well in advance – 
including such aspects as site selection 
for all infrastructure and sources of water 
and power.

NGO Sector

 · In the NGO sector there are particular 
constraints with the application of 
National or State CPI to grant funding 
in the face of continuing high costs 
in the Pilbara as has been pointed 
out by the Pilbara Association of Non 
Government Organisations (PANGO) and 
West Australian Council of Social Services 
(WACOSS).

 · Escalating costs faced by NGOs in the 
Pilbara are not taken into account in 
providing adequate and secure funding. 
NGOs have a vital role to play in the 
region in providing a range of much 
needed services.

 · Numerous NGOs based in Perth have 
very little on the ground presence in 
the Pilbara due to the affordability and 
staffing challenges of the region.

 · NGOs have difficulties in attracting 
and retaining staff unless they make 
significant contributions to their 
accommodation costs.

 · Policy makers and funding agencies 
should consider NGOs in the Pilbara 
as operating under “exceptional 
circumstances” when assessing their 
funding applications.

Small and Medium Size (SME) Enterprises

 · In the SME sector it is necessary for 
business to pay relatively high costs for 
labour, accommodation and other items 
in order to secure and retain staff.

 · Diversification opportunities are limited 
by the cost structure, and also acts as a 
barrier to entry for new enterprises.

 · The impact of the high cost structure in 
the Pilbara is reflected in the fact that 
in 2010/11 the region had 2,343 active 
businesses and 255 businesses per $1 
billion of GRP, which is the lowest in WA 
by a substantial margin.

 · In numerous service sectors there is 
little or no representation in the Pilbara, 
requiring such services (and products) to 
be “imported” from Perth.

 · There are signs of monopolistic practises 
by some established businesses in the 
region.
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Recommendations
The high cost structure of the Pilbara for all types of businesses and NGOs is of serious 
concern and needs to be addressed. 

Actions to be taken are proposed as follows:

Recommendation  

1
Further consideration of the concept of a Special Economic Zone (SEZ) as proposed in the RDA Pilbara 
Plan 2012 is needed:

 · The aim of the SEZ would be to decrease costs for all key stakeholder groups including the resources 
sector, SMEs, NGOs and Government agencies.

 · An SEZ would encourage diversification; promote investment from any source and geographical 
location (including utilities); reduce the cost of red tape (which is an added cost and time consuming); 
lower personal tax rates which would encourage residence, increase labour mobility; lower the 
cost of doing business and give financial incentives to businesses to locate to the Pilbara and assist 
with viability.

 · Regarding personal tax, options would need to be studied and applied to residents only to mitigate 
the high cost of living and encourage permanent residence. Options need to be related to the cost 
of living. For example a simple adjustment to the threshold for paying zero tax is one option.  This 
could, for instance, consist of changing the threshold to $70,000 (the current threshold is $18,200) 
for persons resident in the Pilbara. The tax reduction to individuals from such a change would be 
sufficient to make a significant difference to the ability to meet living costs, and encourage more 
workers to reside in the Pilbara.

 · Similarly company tax options for SMEs need to be studied. For example to encourage inward 
investment and diversification a corporate tax free period of three years for new small and medium 
sized entrants to the region could be considered. To improve the viability of all SMEs, a tax rate of15% 
per annum instead of the current rate of 30% would assist considerably. This was the basis of the 
astonishing rise in the economic wealth of Ireland in the 90s and early 2000s period (notwithstanding 
the ensuing problems caused by the GFC).

 · An increased resident population will enhance the market for goods and services– in turn this will 
alleviate cost pressures and encourage competition.

 · A policy of “open investment” and public-private partnerships (PPP) is one option that needs to be 
pursued as part of the SEZ concept.

 · The ability of businesses to hire labour of all categories should be based on free market principles, 
with a minimum of red tape and flexibility in the origin of labour.

 · There are several examples of successful SEZ that can be used as the basis for a model in the Pilbara 
– and support for the concept in the Pilbara and perhaps all the resource producing regions in North 
Australia is growing.
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Recommendation 

2
A Regional Price Index (RPI) should be prepared each year and used together with cost multipliers 
to establish grant funding amounts in the NGO sector and for the use of Pilbara based organisations 
to establish remuneration levels. The Department of Regional Development and Lands will now 
be computing RPI on a bi-annual basis, which is an improvement – if possible annual estimates 
should be prepared. The RPI should be accepted by Federal and State agencies in determining grant 
allocations for NGOs.

Recommendation 

3
Efforts to reduce the cost of accommodation should be continued – although considerable progress 
has been made by Landcorp and RDL - there should be no letup in land release and partnering 
of government organisations with private enterprise for development needs to be continued and 
expanded. Major progress has been made in Karratha and planning is advanced elsewhere, but the 
scale is still not sufficient to bring down costs to acceptable levels.

Recommendation 

4
Options to reduce the impact of high and increasing cost of electricity and water need to be given 
prominence and further investments in such vital infrastructure should continue to be promoted to 
encourage economic growth and an increasing resident population.

Recommendation  

5
The concept of a Business Incubator (proposed by the Small Business Centre in Karratha and in 
Port Hedland) to assist start-ups should be followed through with funding and land allocation – 
the emphasis should be on businesses that are in line with the need for diversification and those 
engaged in research and development.

Recommendation 

6
The differing tax treatment for residents and FIFO workers with regard to Fringe Benefits Tax (FBT) on 
subsidised accommodation creates a market distortion which adds to the cost burden for employees 
in the SME and NGO sectors and reduces the incentive to become resident. In addition to their 
high salaries, resource sector permanent employees usually have housing and utility cost paid by 
employers. The impact of this is an additional cost pressure for SMEs that have to attract and retain 
staff by also paying for such costs in order to compete for comparable skills. These issues should be 
addressed through an inclusive and comprehensive economic development policy review.
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The Pilbara costs of doing business are 
far higher than the rest of WA, most of 
Australia and indeed most of the world. 
This very high cost structure is a constraint 
to starting new businesses, operating 
successfully as an existing enterprise 
and it also discourages diversification. All 
stakeholders need to know what business 
costs are, and by how much they are 
expected to increase. 

Regional Development Australia Pilbara 
(RDAP)7 commissioned Imani Development 
Austral to undertake a study on the Cost 
of Doing Business in the Pilbara. The 
study has the support of the Chambers 
of Commerce and the Small Business 
Development Centres in the Pilbara. 

The intent is to compile a cost of doing 
business profile for each major centre 
(Karratha, Port Hedland, Newman and 
Onslow) in the Region. 

The results and conclusions will be used to:

 · Inform businesses and NGOs about the 
prevailing cost structure and future costs 
to improve planning and operations;

 · Inform government agencies about 
costs so that policy formulation can 
be adjusted to take the high costs into 
account.

The major cost drivers in the Pilbara are 
the resource sector investments, limited 
supply options and constraints to economic 
diversification. For this reason attention 
has been paid to the future direction of the 
resources sector as increases or decreases 
in the level of investment and production 
and the resultant demand for services has 
the largest impact on the economic growth 
of the region and the regional inflation 
trend. Developments in the sector are 
the key driver of competition for services, 
and costs.

The impact of a high cost structure in the 
Pilbara is different for different sectors. 
In the resource sector the impact is the 
decreasing competiveness of Australia and 
the Pilbara in particular. This has potential 
major ramifications for all businesses in 
the Pilbara. Clearly it is in the best interests 
of all businesses, small or large that costs 
are reduced.

The cost of doing business in the Pilbara 
for SMEs and NGOs has risen partly as 
a result of the high demand for labour, 
accommodation and other services of the 
resources sector. This impacts viability of 
existing businesses and is a barrier to entry 
for new enterprises.

In the NGO sector there are particular 
issues with the application of National or 
State CPI to grant funding in the face of 
continuing high costs in the Pilbara as has 
been pointed out by the Pilbara Association 
of Non Government Organisations 
(PANGO) and West Australian Council of 
Social Services (WACOSS). Actual costs in 
the Pilbara are not taken into account in 
providing adequate and secure funding. 
NGOs have a vital role to play in the 
region in providing a range of much 
needed services.

In the Small and Medium Enterprise (SME) 
sector it is necessary for business to pay 
high costs for labour, accommodation and 
other benefits in order to secure and retain 
staff. They also face challenges that include 
limited supply options, and input costs that 
are well above those in Perth.

The impact of the high cost structure in 
the Pilbara is reflected in the fact that 
in 2010/11 the region had 2,343 active 
businesses, and 255 per $1 billion of GRP, 
which is the lowest in WA by a substantial 
margin. Given the exceptionally high 
value of mining and LNG investment 
and production in the Pilbara this lack of 
diversity is a situation that needs to be 
addressed. 

1. Context

commission region total
number of active 

businesses per 
$1b of gRP (ratio)

Gascoyne Development Commission 943 1449

Goldfields Esperance Development Commission 4651 574

Great Southern Development Commission 7049 1885

Kimberley Development Commission 2492 1133

Mid West Development Commission 5237 1164

Peel Development Commission 8570 1128

Pilbara development commission 2343 255

South West Development Commission 15456 1288

Wheatbelt Development Commission 13153 2308

Source: ABS 8165.0 - Counts of Australian Businesses, including Entries and Exits April 2012
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1. Context
the majOR cOst dRiveRs in the PilbaRa aRe the 
ResOuRce sectOR investments, limited suPPly OPtiOns 
and cOnstRaints tO ecOnOmic diveRsiFicatiOn. 
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2.1 FOcus

The focus is on the major costs of doing 
business in the Pilbara. Costs in the main 
towns of Karratha, Port Hedland, Newman, 
Onslow (where possible), and the Pilbara 
as a whole, have been compared with 
costs in Perth and in some cases WA and 
Australia. The inclusion of WA and Australia 
as a point of comparison is because Perth 
is already considered an expensive city 
compared to some others in Australia.

Two methods of collecting and analysing 
data have been used, which give a 
comprehensive picture of the costs of 
doing business in the Pilbara. Secondary 
data has provided a comprehensive basis 
for the analysis of costs. This has been 
supplemented by survey data. 

2.2 secOndaRy data

2.2.1 Consumer Price Index (CPI) and 
Regional Price Indices (RPI)

Estimates of CPI are used by businesses 
as one set of data to negotiate salaries 
and wages. No estimates of the CPI 
are prepared by the Australian Bureau 
of Statistics (ABS) or the WA Treasury 
Department at regional level. CPI estimates 
are made only for States and major cities. 

The Department of Regional Development 
and Lands (RDL), has prepared regional 
price indices which compare the CPI of 
regions (including the Pilbara) with prices 
in Perth. These estimates are periodic with 
the latest in 2007 and 2011.

2.2.2 Cost Indicators

The selection of indicators for establishing 
costs in the Pilbara is based on cost 
items that are common to all types of 
business; the importance of the cost 
item (contribution to total budgets); data 
availability and data accuracy. 

Cost Items include:

 · Employment (Salaries and wages).

 · Accommodation.

 · Utilities (electricity, water and gas).

 · Commercial and Retail Rent.

 · Vehicle Hire.

 · Fuel (petrol and diesel).

 · Insurance.

 · Airfares.

The cost of buying properties is also 
included since this cost is a major 
consideration for employees and 
employers, who often provide subsidised 
housing or purchase accommodation 
outright for their work force. 

Since high construction costs are a major 
factor in determining office accommodation 
and commercial costs these have also been 
analysed. Environmental costs are also 
briefly included. Other cost issues given 
some attention are overall competiveness 
and the high cost of capital in the Pilbara.

2.2.3 Data sources

Data sources include:

 · Other Studies such as a cost of doing 
business study prepared by the Chamber 
of Minerals and Energy (CME) in 20138; 
Business Map, Gap and Supply Chain 
Research Project, April 2012.

 · Data from ABS; WA Apex bodies; Shires; 
Regional Development and Lands; the 
Pilbara Development Commission, and 
corporate reports.

2.3 PRimaRy data

2.3.1 Survey of Small and Medium Size 
Enterprises (SME) and NGOs

Two surveys were undertaken, one for SME 
and the other for NGOs. The main towns 
in the Pilbara were included (Karratha, 
Port Hedland, Newman and Onslow). The 
surveys were carried out by the Consultant 
and supported by the respective Chambers 
of Commerce and the Small Business 
Centre in Karratha.

The indicators included salaries and wages; 
rental costs (accommodation, office and 
commercial); utility costs (electricity, water, 
gas); other services; consumables; and 
investment costs.

Respondents were requested to supply 
data for costs in 2012 and estimates 
(percentages) of anticipated cost increases 
in 2013 and 2014.

2.3.2 Small Scale Survey of Real Estate 
and Employment Organisations

To add vigour to primary data collection 
and to gain opinions from specialist 
organisations, real estate and employment 
agencies were surveyed regarding the two 
most important costs for all businesses in 
the Pilbara, which are employment and 
accommodation. The questionnaires were 
semi structured and carried out through 
face-to-face and telephone interviews.

2.3.3 Discussions and Interviews

Discussions were held with major resource 
companies, Business Apex organisations 
in Perth and the Pilbara, State and Local 
Government Agencies, utility providers, 
and SMEs and NGOs in the Pilbara, which 
provided useful insights on the cost 
structure and future direction of costs in 
the Pilbara.

2.4 analysis OF the ecOnOmy OF 
the PilbaRa

In 2012 the consultant participated in the 
preparation of the Pilbara Plan Report 2012 
for RDA9, which included an analysis of the 
economy of the Pilbara. This analysis was 
recently updated (2013), as part of a Study 
on future retail and commercial space 
needs for the Shire of Roebourne10.

The analysis has been used to assist in 
estimating future costs increases in the 
main towns in the Pilbara. It is essential 
as an input into this process. Future 
investments by the resource sector (oil, 
Liquefied Natural Gas (LNG), iron ore and 
other minerals and commodities), and 
production volumes and values determine 
employment, population and service 
requirements. Changes to the economic 
scenario will have the largest influence on 
the cost of doing business in the Pilbara for 
all categories of business, small or large 
and in every sector. 

2. Methodology
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2.5 data analysis and OutPuts

Where possible prices were estimated to 
show not only absolute prices and price 
differences, but also changes over time. A 
comparison of costs in the Pilbara towns 
with Perth was undertaken, and for some 
indicators comparison was also made with 
WA and Australia as a whole. An estimate 
of the CPI and Business Cost Multipliers for 
major cost categories between the towns 
in the region and Perth was undertaken.

Future price increases and the cost 
structure for doing business in the Pilbara 
was estimated based on all of the available 
data, the opinions and views of involved 
stakeholder organisations, and the 
survey results.

An illustrative model budget showing the 
relative cost of doing business in the main 
towns in the Pilbara in 2013 compared to 
Perth was prepared. It is not possible to 
do this for all categories of business and 
therefore typical cost items for a medium 
size commercial service type business 
were used as the basis for the model 
based either on average costs (salaries and 
wages) or actual unit costs.

2. Methodology
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3.1 RegiOnal PRice indexes (RPi) 
2007 and 201111

The cost of living is a standard and 
fundamental factor taken into account in 
setting employment benefits. The ABS 
and the WA Treasury Department do not 
compile cost of living indices below State 
and city level. RDL estimates regional price 
indexes on a periodic basis, comparing 
the cost of living in the main Pilbara 
towns (Karratha, Port Hedland) with prices 
in Perth. 

The two most recent estimates were made 
in 2007 and 2011. This allows for cost of 
living comparisons specifically in those 
two years. There is no data between the 
two years and no forecasts of future rates 
of inflation.

The RDL data has been used to estimate 
the rate of inflation for the period 2007 to 
2011 to give historical perspective. It needs 
to be stressed that estimates are indicative 
only and not definitive. They are based on 
the level of difference between Pilbara 
prices and Perth prices in 2007 and 2011 
and the known rate of inflation (CPI) in 
Perth over the same time period.

It is quite clear that the cost of living in the 
Pilbara in all centres is very much higher 
than Perth and also the remainder of WA 
and Australia. For instance, in 2011 the RDL 
indices show that in the Pilbara the level 
of remuneration should have been 37% 
higher than that in Perth. The impact of 
the high cost of living in the Pilbara means 
that business organisations and NGOs need 
to offer salaries that are sufficient to meet 
the increasing costs of living and to attract 
staff. There is often a need to provide 
subsidised or free accommodation for staff, 
which adds a major additional cost burden 
for NGOs and businesses.

The influence of specific cost items on 
the RPI is clear. Differences are extremely 
large for housing, private rent, and home 
insurance. The difference in education 
costs is also pronounced. Other items in 
the basket that showed a significant level 
above prices in Perth were: meals out and 
takeaway, female clothing, household 
services, and pharmaceuticals. 

This cost structure has policy implications 
for government agencies. Although this is 
already well known and steps have been 
taken to reduce cost pressures regarding 
accommodation in particular, more needs 
to be done. This is particularly true in Port 
Hedland, Newman and Onslow. Although 
costs in Karratha (and to a limited extent 
Port Hedland) have recently fallen for some 
items, they need to be reduced further for 
long term community sustainability, and 
the viability of the NGO and SME sector.

3. The cost of doing business in the Pilbara

0 

20 

40 

60 

80 

100 

120 

140 

160 

100 

1 

107.3 

2 

115.8 

3 

123.1 

4 

131.6 

5 

141 

6 

Re
gi

on
al

  p
ri

ce
 In

de
x 

  (
%

) 

Years 2007 to 2012 

Pilbara (RPI) Index 

estimated Regional Price index for Pilbara for years 2007 to 2012

The indexes for the Pilbara are the highest of any region in WA.

In 2011 the indices show that in the Pilbara the level of 
remuneration should have been 37% higher than that in Perth.

The difference between the overall indices in 2007 and 2011 
indicates that over the 4 year period the cost of living in the 
Pilbara increased substantially by more than 17 points in 
comparison to Perth.

The RPI (average) in the Pilbara was approximately 4.25% 
higher per annum from 2007 to 2011 than the CPI for Perth.

This implies an inflation rate for consumer prices of between 
6% to 8% per annum.

It is noteworthy that in 2007 prices in 
Karratha were markedly higher than Port 
Hedland. However by 2011 prices were 
similar as economic development in the 
Port Hedland area accelerated placing 
cost pressures on supply of housing and 
transport in particular. 
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3. The cost of doing business in the Pilbara
the inFluence OF sPeciFic cOst items On the RPi is 
cleaR. diFFeRences aRe extRemely laRge FOR hOusing, 
PRivate Rent, and hOme insuRance.
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Forecasting trends in inflation in the 
Pilbara is based on standard methodology, 
incorporating assumptions. These are 
based on an analysis of the economy 
of the Pilbara, including the global 
economic outlook, commodity markets, 
resource sector investments, population, 
employments and income trends; and 
other factors. Also taken into account 
are the survey results on price increase 
expectations of SME businesses and NGOs 
in the Pilbara.

Price increases in the Pilbara will probably 
moderate over the next few years. 
Although investment is slowing down it 
will remain relatively robust until 2015/16 
when the majority of the iron ore and 
LNG projects have been constructed. The 
rate of increase will be higher in Newman 
and Onslow, because iron ore and LNG 
construction activity will remain at high 
levels. It is obvious that investment 
forecasting is extremely difficult and 
judgements at any point of time can 
subsequently be changed quickly. This is 
particularly the case in an economy based 
primarily on resources.

There are both downside and upside risks to 
the resource industry investment forecasts. 
The main downside risks include failure of 
policy and the USA to further address debt 
problems and rising rates of inflation in 
Asia and the rest of the world as a result 
of the massive stimulus measures taken 
in the USA, Europe, China and recently in 
Japan. Lower global economic growth rates 
would occur with reduced demand for 
commodities under this scenario. The upside 
risk is that the signs of global economic 
recovery accelerate and commodity demand 
and prices increase as a result – stimulating 
a further round of resource industry 
investment. In addition, it is quite possible 
that further commercially exploitable 
mineral and oil and gas reserves will be 
found, and more investments in the Pilbara 
region will take place.

Overall Price indices Pilbara, Karratha, Port hedland (2007 and 2011)

centre 2007  
indices

2011  
indices

Pilbara 120 137

Karratha 123 137.5

Port Hedland 117.6 136

The Economist magazine introduced the concept of the 
Macdonald’s Exchange Rate – a slightly flippant way of 
calculating if a country’s currency was over or under valued. It 
has gained popularity and is remarkably accurate. If you apply 
the same fuzzy logic to the cost of a Big Mac meal in Perth with 
that in Karratha in March 2013, the outcome is illuminating.

Perth:  $8.30

Karratha:  $10.25

Karratha is 24% over-priced compared to Perth. 

cost differences (for specific cost items) between the Pilbara and Perth in 2011

indicator composition cost difference 
(%)

Food Meals and takeaway 6.3

Housing Overall Home ownership costs; private rents; 
utilities expenditure; financial and 
insurance services

199.8

Private Rents 434.9

Insurance Home Insurance 392.6

Household Equipment and 
Operation

Furniture, furnishings; household 
appliances, utensils and tools; 
household supplies; household services 
and communication

+ - 10

Recreation and Education 
Overall

Books; newspapers and magazines; 
recreational goods; recreation services 
and education fees

10.8

Education 34.6

Health and Personal care Pharmaceuticals and health services 10.7

Transportation Private motoring costs 11.6

Clothing Men’s, boys’, women’s and girls’ 
clothing

+-10

Source: Regional Price Index, 2011, RDL
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The implication for both businesses and 
NGOs is that although price rises may not 
be as rapid as in the past, prices are likely 
to remain elevated. Moderation in the rate 
of inflation is likely to be most pronounced 
in Karratha; however the cost structure 
of all centres will remain unacceptably 
high. Policy makers need to promote an 
enabling environment, which assists in 
reducing costs and not just stabilising 
price increases.

the Reserve bank of australia and treasury forecasts for headline inflation (cPi) 
and labour price inflation (lPi), and average weekly Ordinary time earnings 
(aWOte) are as follows:

2013 2014 2015

CPI 2.9% 2.6% 2.5%

LPI 4.3% 4.5% 3.8%

AWOTE 5.0% 5.6% 4.9%

RPi Forecast 2013 to 2015(2012 = 1.0)

2012 (1) 2013 2014 2015

% Change 6.35 4 3.5 3

RPI Index 100 104.0 107.6 110.8

(1) January 1 2012 = 10



 

16 the cost of doing business in the pilbara

3.2 exPendituRe incReases in the 
shiRe OF ROebOuRne12

A further indicator of price pressures 
in the Pilbara is provided by estimated 
household expenditure estimates in the 
Shire of Roebourne. Household expenditure 
is a useful indicator of households’ ability 
to save, the composition of household 
spending and the impact of price changes 
and inflation. As with the CPI it provides 
useful information for preparing changes in 
remuneration for employees by businesses. 
There has been a very high rate of increase 
in household expenditure and this is 
further evidence of the high cost of goods 
and services in the Shire and by implication 
the Pilbara.

The overall increase in household 
expenditure from 2006 to 2011 was 
exceptionally high at 23.3% or 4.7% per 
annum. Expenditure increased for $94,000 
to $116,000. Moreover the impact of high 
prices has the most impact on persons 
engaged in the non-mining sector. Income 
disparities in the Pilbara are very high and 
lower income earners such as those in the 
NGO sector have to cope with high prices 
on much lower salaries.

3.3 FORecasts OF Resident 
hOusehOld exPendituRe

Household expenditure increases in the 
Pilbara are likely to moderate, particularly 
in Karratha. However, increases are still 
anticipated for the period 2013 to 2015.

The strong increase in the percentage of 
households in the upper income brackets 
will not be repeated over the next 10 years 
as investment by the resources sector 
slows down significantly.

Disposable household income and total 
expenditure will increase slightly higher 
than the rate of inflation over the period 
2012 to 2014. After 2015 total disposable 
income and expenditure will rise in line 
with the rate of inflation unless further 
exploitable LNG or iron ore reserves 
are found.

change in household expenditure, shire of Roebourne 2006 to 2011 
$ per household (2008/2009 constant prices)

Miscellaneous Goods & Services

Hotels, cafes & restaurants

Education services

Recreation & culture

Communications

Transport

Health

Furnishings & household equipments

Housing elec., gas, water & other fuels

Clothing & footwear

Alcoholic beverages & tobacco

Food

0 -2000 2,000 4,000 6000 8,000 10,000 12,000 14,000 

Ex
pe

nd
itu

re
 it

em

$ per household ($ 2008-09)

Source: National Institute of Economic and Industry Research (NIEIR) © 2011. Please note that NIEIR 
modelled estimates are subject to change and review for the most recent two financial years. 
‘Household consumption’ and ‘Government Consumption’ are only available when ‘Total industries’ is 
selected. Modelled data - All $ are represented in constant 2008-09 year dollars.

Between 2006 and 2011 the largest increases in 
expenditure per household were:

• Health at 24.3% per annum.

• Housing, gas, electricity, water and other fuels  
 at 12.7% per annum.

• Recreation and Culture at 6.8% per annum.

• Clothing and footwear at 4.3% per annum.

• Education services at 18.7% per annum.
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In Onslow, Port Hedland, and Newman 
price rises and household expenditure will 
remain fairly high for a few years more 
as investments by resource companies 
continue, particularly in Newman 
and Onslow. 

The implications for the cost of doing 
business in the Pilbara is that in the near 
term (2013 and 2014) remuneration 
increases will need to keep pace with 
regional inflation if living standards are to 
be maintained. After 2014 it is possible 
that wage and salary increases will be 
more moderate, but still high (in Onslow 
and Newman in particular).

3.4 ResOuRce sectOR cash cOsts13

Iron ore and LNG cash costs have been 
analysed by CME research. Iron ore 
estimates have been used to illustrate 
the enormous rise in cash costs over the 
last few years. This is important to the 
economy not only of the Pilbara, but also 
for the economy of WA and Australia. 

The resource sector in the Pilbara has 
advantages in terms of product quality, 
proximity to Asia and a very high level of 
expertise. However the competitiveness of 
the Pilbara as a producing region of iron 
ore and LNG has been severely eroded 
and major price falls of either commodity 
will place a strain on operating margins. 
On the other hand lower cash costs in 
the resources sector will result in less 
competition for labour and accommodation 
and this will benefit the SME and 
NGO sectors.

The resource companies have recently 
focussed on cost reductions and it is 
apparent that costs have fallen slightly in 
2012. Nonetheless costs are unacceptably 
high and policy needs to be formulated 
in a manner that takes account of the 
need for cost reduction in the regional and 
national interest.

The average cash operating costs of iron ore producers in 
Western Australia have risen considerably in the last decade 
and even further since 2007.

Between 2009 and the third quarter of 2012 alone, the 
average cash operating cost has increased by over 37% from 
US$51 cents/dmtu to US$ 70 cents/dmtu.

Between 2003 (when iron ore demand from China first began 
to increase) and 2012, the increase in the average cost has 
been 340%.

The most recent weighted average cost for WA iron ore 
production is about US$70 cents/dmtu converts to about 
US$42 per tonne for iron ore grade of 60%.

In the LNG sector cash costs are the highest in the world.
dmtu: dry metric tonne unit

Weighted average cash operating costs of iron ore producers in Wa: 2000-2012
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3.5 emPlOyment cOsts

Employment costs and housing are the 
most important cost factor for businesses 
in the Pilbara. Many of the cost of labour 
challenges for the resources sector are also 
applicable to SMEs and NGOs. It is essential 
to understand the challenges and to take 
action to reduce employment costs in all 
sectors and to formulate policy in a suitably 
constructive manner to alleviate the high 
cost of labour. Reductions in resource sector 
labour costs will directly influence lower 
costs for other sectors.

3.5.1 Resource Sector Data14

Labour is a key cost input facing most 
resource developments in WA and it 
is impacting the Western Australian 
sector more starkly than other regions in 
Australia. The latest 2012 ABS census data 
and other recent international studies show 
clearly the unprecedented and significant 
pressures on labour costs in the mining 
and energy sector in Australia and in 
particular WA.

Factors driving labour shortages are: 

 · Increased capital construction activity 
requiring substantially more skilled and 
trades people in projects across the 
State. 

 · Challenges in attracting a diverse 
workforce including indigenous, women, 
international and interstate workers 
(mobility issues, migration regulations). 

 · Costs of mobilising workers. 

 · Volatility in the industrial relations 
environment.

 · Historical training and education system 
that has not trained adequate talent to 
meet current and future demand.

 · Australia ranks higher than our 
competitors for average annual salaries 
in the oil and gas sector. 

 · Contractor day rates in the oil and gas 
industry are considerably higher across 
all roles in the Australasian region.

 · In 2011, half of all persons employed in 
the Mining industry received a weekly 
income of $2,000 or more, this compares 
to 10% across all industries.

In the Pilbara, 42% of the mining work force is considered to 
be high- income earners (earning more than $2,000 per week) 
compared to the national regional average of 5% in 2011.

The proportion of Australian’s employed in the Mining industry 
earning $2,000 or more per week has close to doubled in the 
five years to 2011.
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3.5.2 ABS Data on Income Changes in 
the Pilbara Compared to Perth, Western 
Australia and Australia

The labour cost data in this section 
supports the previous analysis of the 
resource sector work force costs, indicating 
the high cost of employment for business 
in the Pilbara. Incomes received by 
Individual and Family Earners in the Pilbara 
towns relative to those in Perth, WA, and 
Australia over the periods between 2001, 
2006 and 2011 have been computed from 
ABS census data. Since labour costs in 
Perth are already higher than the rest of 
WA and Australia it is instructive to show 
comparisons of all data sets. 

Median Individual Weekly Income

There has been an increase in incomes 
over the period 2001-2011 in the Pilbara 
towns, in WA and Australia as a whole. 
Absolute values are far higher in the 
Pilbara than elsewhere and the increase 
in the Pilbara towns has been markedly 
greater than in the rest of Australia. 

In comparing key towns, the Median 
Weekly Income for Individuals in absolute 
terms is much higher in the Pilbara and has 
increased from 2001 to 2011.

The percentage increase in individual incomes has 
been between 96% and 119% for the Pilbara cities, as 
opposed to an increase of only 38% for Perth and 54% 
for Australia generally.

increase in median individual income 2001-2006-2011 for Pilbara towns compared 
with Perth & Wa & australia
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median individual weekly income per town 2001 - 2011

$ $ $ Percentage change on base year

town 2001 2006 2011 2001-2006 2006-2011 2001-2011

Karratha 704 940 1543 34% 64% 119%

Newman 785 1095 1538 39% 40% 96%

Onslow 452 428 926 -5% 116% 105%

Port Hedland 689 862 1368 25% 59% 99%

Perth 484 513 669 6% 30% 38%

West Australia 540 500 662 -7% 32% 23%

Australia 375 466 577 24% 24% 54%

increase in median family income 2001 - 2006 - 2011 for Pilbara towns compared 
with Perth & Wa & australia
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Median Weekly Income for Families

Following a similar trend line, the Median 
Weekly Income for families has also 
increased from 2001 to 2011. Absolute 
values for Pilbara towns are very high.

The increase for the Pilbara towns of 
Karratha, Newman, Onslow and Port 
Hedland has been between 96% and 
119%, more than double that for Australia 
generally at 58%.

However a significant difference is shown 
for the change in Median Family Income, in 
that the percentage increase for Perth was 
93%, and for West Australia overall, it was 
51%, a marked difference from the change 
in Individual income over the same period, 
Perth 38% and West Australia 23%.

In every case however, the incomes of the 
median family in the Pilbara towns was 
still very much greater than that of Perth or 
WA or Australia generally.

3.5.3 Australian Bureau of Statistics (ABS) 
Employer Earnings and Hours Report

The ABS produces statistics on earning 
every two years for Australia by category 
of employment and by industry. Their data 
shows the relative incomes for the various 
industrial categories across Australia as a 
whole, but it is indicative of the higher cost 
structure that is encountered in the Pilbara 
towns, which are predominantly based 
on the mining industry and its related 
support sectors.

median Family Weekly income per town 2001 to 2011

$ $ $ Percentage change

town 2001 2006 2011 2001-2006 2006-2011 2001-2011

Karratha 1,345 2,309 2,981 72 72 29

Newman 1,522 2,459 2,992 62 62 22

Onslow 910 1,123 1,791 23 23 59

Port Hedland 1,284 2,109 2,946 64 64 40

Perth 922 1,298 1,781 41 41 37

West Australia 1,140 1,246 1,722 9 9 38

Australia 937 1,171 1,481 25 25 26

Average weekly total cash earnings were highest for 
employees in the Mining industry ($2,388.20), who 
represented 1.6% of all employees.

This gives an indication of the effect on incomes in all other 
sectors dependent on the mining industry, as is the case in the 
Pilbara towns.

The lowest average weekly total cash earnings were for 
employees in the Accommodation and food services industry 
($538.80), who represented 7.2% of employees.

The highest proportion of employees is in the health care and 
social assistance industry (12.7%), which received average 
weekly total cash earnings of $1,047.80.
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3.5.4 Shire of Roebourne Data15

Shire of Roebourne data is presented as 
a case study of the Pilbara as a whole. 
The data indicates the high and increasing 
income levels of the Shire workforce. In 
turn this supports data in other sections 
of the report showing the high costs 
to business of salaries and wages. The 
data is heavily influenced by the high 
remuneration paid by the resources 
sector. In order to compete for staff, small 
businesses and the NGO sector need to pay 
higher salaries than most of Australia.

Distribution of the population by 
income quartile16

The most significant change in Shire of 
Roebourne between 2001 and 2011 was in 
the highest income quartile, which showed 
an increase of 4,138 persons. Weekly gross 
income data shows that 7,219 persons 
earned more than $1,500 per week in 
2011, which was 39.1% of income earners. 
Analysis of household income levels in the 
Shire of Roebourne in 2011 compared to 
Regional WA shows that there was a larger 
proportion of high-income households 
(those earning $2,500 per week or more) 
and a lower proportion of low income 
households (those earning less than $600 
per week).

Occupation of Employment

The profile of occupation of employment 
indicates that a significant proportion of 
employees are in occupations that have 
remuneration levels that are well below 
the individual median of $1,540. Persons 
in these occupations comprise up to 25% 
of the work force with salaries that are 
generally between $600 and $1,250 
per week. Policies that reduce the cost 
structure in the Pilbara for employees 
should be aimed at this group in particular.

Overall, 53.8% of the households in Shire of Roebourne 
earned a high income, and 6.7% were low-income 
households, compared with 18.3% and 21.0% respectively for 
Regional WA. The major differences between the household 
incomes of the Shire of Roebourne and Regional WA were:

• A larger percentage of households who earned  
 $2,500-$2,999 (21.7% compared to 8.6%).

• A larger percentage of households who earned  
 $3,000-$3,499 (10.2% compared to 4.6%).

• A larger percentage of households who earned  
 $3,500-$3,999 (5.7% compared to 1.9%).

• A smaller percentage of households who earned  
 $400-$599 (2.9% compared to 9.4%).

Occupation of employment: shire of Roebourne 2011 (source abs)

Occupation number %

Managers 1,119 9.4

Professionals 1,619 13.6

Technicians and Trades Workers 3,181 26.7

Community and Personal Service Workers 715 6.0

Clerical and Administrative Workers 1,613 13.5

Sales Workers 567 4.8

Machinery Operators And Drivers 1,443 12.1

Labourers 1,415 11.9

Inadequately described 260 2.2
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3.5.5 Enterprise Survey Data

Discussions with resource companies, port 
authorities and employment agencies 
indicate that high employment costs will 
continue to an extent over the next few 
years, particularly in Newman and Onslow, 
because mining and LNG construction 
activities remain very buoyant. In Karratha 
there has been an increase in the 
availability of tradesmen and employment 
costs have moderated. In Port Hedland 
the market is still tight. Overall the cost 
pressures are expected to remain, but will 
not be as severe as in the past.

3.5.6 SME Survey Data17

The analysis of the survey data confirms 
official data showing the exceptionally 
high cost structure of the Pilbara for 
SMEs. Rates of pay differ considerably 
between business categories with very 
high employment costs in industries such 
as finance, insurance and construction. 
Remuneration is lower in services such as 
travel agencies and florists (but still high in 
comparison to Perth).

For certain employment categories the 
survey results have not been included in 
the table below due to the sample size 
being too small. These include for example 
labourer costs. Persons working in higher 
paid professions can potentially cope 
with the high costs of living. For persons 
in lower paid categories such as clerical 
and administrative workers the high cost 
structure in the Pilbara is problematic. The 
average number of employees per SME 
business was 8 with the largest number 
being 33.

employment costs ($ salaries and wages - averages per week)18

employment cost item $

Managers Full Time 2,640

Managers Part Time1/ 1,810

Professionals Full Time 2,190

Professionals Part Time 2,080

Technicians and Trade Workers Full Time 2,600

Technicians and Trade Workers Part Time 2,000

Clerical and Administrative Workers 1,120

Machinery Operators and Drivers Full Time 2,880

Machinery Operators and Drivers Part Time 2,040
1/ The average excludes one exceptional response for a company supplying highly skilled services in 
the marine sector – remuneration is far higher than the average

3.5.7 NGO Survey Data

The survey data from the NGO sector 
indicates the following:

 · Chief Executive salaries of $2,000 
per week.

 · Operations managers of up to $1,900 
per week.

 · General Managers of between $1,840 
and $1,460 per week.

 · Technicians and Trades workers of up to 
$1,520 per week.

 · Casual Technicians and Trade Workers of 
up to $500 per week.

 · Community and Service workers of 
between $800 and $1,350 per week

 · Family Support Workers (Casual) of up to 
$430 per week.

 · Clerical and administrative workers $800 
to $1,430 per week.

On the one hand costs are high to 
employers, however even some categories 
of managers will struggle to meet costs 
of rental accommodation with after 
tax earnings that are less than average 
rental costs. 
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For each town, the Average House Price has increased from 
2001 to 2012 - the increase for the Pilbara towns has been 
between 331% for Karratha (30% per annum), 618% (55% 
per annum) for Port Hedland, 1,367% (120% per annum) for 
Newman and 547% (50%) for other towns including Onslow.

This compares with the increase for Perth over the same 
period of 127%.

3.6 accOmmOdatiOn cOsts19

Accommodation costs are perhaps the 
greatest issue in the Pilbara. Despite recent 
falls in accommodations costs in Karratha 
and a flattening out of (rent) prices in 
Port Hedland this is an area of policy 
that requires ongoing attention. Strides 
have been made to increase the stock of 
properties in Karratha and elsewhere. More 
needs to be done to “normalise” costs. This 
is not easy because construction costs in 
the Pilbara are exceptionally high and will 
be difficult to reduce, given the need for 
cyclone rating, transport costs of materials, 
and professional and technical service 
costs. Land availability also is constrained 
due to a number of factors including 
flooding, native title and rate of release 
to market.

3.6.1 House Purchase Prices and Trends

Increases in house prices for towns in the 
Pilbara over the period 2001-2012 have 
been compared with Perth. Whilst the 
absolute value of house prices has risen for 
Perth the increase in the Pilbara towns has 
been markedly greater.

The substantial price increases are the 
result of supply shortages and high levels 
of demand. However, in Karratha prices 
have started to flatten and begin to fall as 
additional supplies have come onto the 
market – over the last year the median 
sales price has dropped by nearly 7% and 
the declining trend has accelerated in 
recent months.

 · For each town, the Average House Price has increased from 2001 to 2012 - the increase for the Pilbara towns has 
been between 331% for Karratha (30% per annum), 618% (55% per annum) for Port Hedland, 1,367% (120% per 
annum) for Newman and 547% (50%) for other towns including Onslow

 · This compares with the increase for Perth over the same period of 127%.

average house Prices for Pilbara towns compared with Perth over the period  
2001 - 2012

average house sale Price 2001 to 2012

year Karratha newman Port hedland
Other towns 

(incl. Onslow)
Perth

2001 199,992 50,869 180,186 112,384 n.a.

2002 217,380 55,813 213,531 148,530 213,728

2003 243,252 92,451 226,791 139,542 250,000

2004 258,884 139,443 301,845 199,600 284,950

2005 350,537 214,523 355,304 233,553 365,000

2006 498,638 309,648 472,290 369,722 470,000

2007 693,174 470,317 694,794 452,174 480,000

2008 764,375 565,641 815,769 573,609 450,000

2009 760,404 580,152 900,649 586,806 500,000

2010 898,804 707,355 1,022,469 578,226 500,000

2011 836,663 674,387 1,131,004 659,891 486,000

2012 861,004 746,347 1,293,822 726,576 485,000

Year of sale

Newman
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Port Hedland

The Chart to the right illustrates the trend 
of average house settlement prices and 
sales from 2001 to 2012.

The following charts taken from information provided by 
Landgate, show in more detail the increase in average prices 
of houses in each of the three largest Pilbara Towns and 
Others over the period 2001-2012:

Karratha

The Chart to the right illustrates the trend 
of average house settlement prices and 
sales from 2001 to 2012.

Port hedland - average house prices and sales 

Karratha - average house prices and sales 
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Newman

The Chart left illustrates the trend of 
average house settlement prices and sales 
from 2001 to 2012.

Other Towns

The Chart left illustrates the trend of 
average house settlement prices and sales 
from 2001 to 2012.

newman - average house prices and sales 

Other towns - average house prices and sales 
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3.6.2 House Rental Prices and Trends

Increases in average House Rental prices 
for towns in the Pilbara over the period 
2005 -2012 have been compared with 
Perth for the period 2005 to 2011. There 
has been a substantial increase in house 
rental prices in the Pilbara towns and in 
Perth. However the increase in the Pilbara 
towns has been markedly greater than 
in Perth. Rents have recently started to 
decline in Karratha and Port Hedland by 
about 10% to 15%. This downward trend 
should continue unless there is major, new 
infrastructure and/or mining investment 
around the towns.

Average Weekly Rents have increased in the Pilbara towns of 
Karratha, Newman and Port Hedland by over 300% (43% per 
annum) in the period between 2005 and 2012.

This compares with an average median weekly rental increase 
of 99% in Perth over the same period.

average Weekly Rent $ – main towns (2005-2012)

year
Karratha 

$
newman 

$

Port 
hedland  

$

Onslow 
$

Perth 
$

2005 378 411 547 n.a. 223

2006 491 n.a. 586 n.a. 264

2007 1,648 n.a. 1,112 n.a. 318

2008 1,534 1,500 1,260 n.a. 356

2009 1,446 1,214 1,688 n.a. 370

2010 1,536 1,270 1,720 1,223 380

2011 1,696 1,885 1,947 2,092 400

2012 1,541 1,944 2,269 2,025 444

% Increase in Rents 
2005 to 2012

407% 473% 415%
2010-2012 

166%
199%

increase in weekly average rents for Pilbara towns 2005-2012 vs rents in Perth
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Landgate data illustrate changes and trends in the number of residential properties 
advertised and the average weekly cost from 2005 to 2012 for Karratha and Port 
Hedland as shown below:

Karratha - advertised residential rental properties & average cost

Port hedland - advertised residential rental properties & average cost
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concrete and bitumen hardstand leasing 
evidence suggest that it can range from 
$40-$45/sqm, however this is for areas 
between 100-1,000 sqm. 

There is a significant disparity in industrial 
rentals currently being achieved in Karratha 
compared to the average blended net 
face rents for industrial space in the Perth 
metropolitan area. The difference reflects 
a two to three times the market rent in 
the metro area. This is driven by high 
construction costs and a distinct lack of 
product on the market.

Port Hedland 

Data from the Landcorp report indicates 
that there has been a similar trend in 
rental prices In Port Hedland with 2012 
costs in a similar range to those in 
Karratha. Average land values for fully 
serviced Lots of more than 10,000 sqm was 
$372/sqm and for Lots under 10,000 sqm 
was $421 per sqm 

Newman

Data for Newman not yet available at the 
completion date of this study.

Onslow

It is difficult to establish a historic 
consumption rate of industrial land in 
Onslow as there has been very few 
industrial sales in the region over the last 
fifteen years. Landcorp are in the process 
of putting together a sub-division planning 
for a 200ha site in Onslow to facilitate the 
rapid growth of the town as a result of the 
Wheatstone LNG project. The first stage 
of general industrial land is likely to be 
approximately 25ha, and is scheduled to 
be released in late 2014. 

Construction costs in Onslow are more 
expensive than other Pilbara regions as 
the town has very little infrastructure 
and service suppliers. One of the 
many challenges ahead is to organise 
accommodation for the considerable 

3.6.3 Commercial Rent Prices

A comparison of Commercial Rental 
Property Prices in the Pilbara towns 
between 2010 and 2012 shows that there 
has been a near doubling of commercial 
property rent prices in Karratha, but 
a marked increase then a decrease in 
Newman and a decrease in Port Hedland 
over the same period. There was 
insufficient data for Onslow to show a 
trend line. There are also a wide variety of 
location specific prices ranging from high 
cost prime commercial property locations to 
those in less advantageous areas. 

3.6.4 Industrial Land Rent

A recent report prepared by Landcorp20 
prepared in March 2013 confirms that 
industrial rental prices in the Pilbara are 
high in comparison to Perth.

Karratha

Although Industrial rents in Karratha have 
stabilised over the second half of 2012 
on the back of uncertainty surrounding 
the sustainability of the resources sector, 
overall demand for industrial property 
and ancillary services in Karratha remains 
strong. Good quality properties are seeing 
continued demand.

Gap Ridge entering the market is a 
significant change to the dynamics of 
the industrial market in the Karratha and 
will offer a better quality product upon 
completion. However, it is likely that 
developers will have to achieve warehouse 
rents in excess of $350/sqm, in order to 
make a prospective development viable. 
In the current market there is a disconnect 
between the economic rent and the market 
rent as high construction and labour costs 
in the Pilbara region are distorting the 
feasibility of some developments.

Over the past twelve months leasing 
evidence suggests industrial rents in 
Karratha Light Industrial Area have been 
achieving rents ranging from $260 - $460/
sqm, depending on size, location and 
quality; however the majority of this 
evidence is smaller units on land areas 
below 3ha in size.  Demand for hardstand 
and lay-down area is particularly strong 
with rents currently at between $20-30/
sqm, depending on specification. For 

 · In 2013 Onslow’s water price was 286% higher than the Perth price, whilst Karratha at (45%) and Port 
Hedland (33%) were also much higher

 · Water costs in Newman are lower than Perth (95% of the Perth price)
average Weekly commercial Property Rents 2010 to 2012

year
Karratha 

$
newman 

$
Port hedland 

$
Onslow 

$
Pilbara average  

$

2010 1,783 1,992 2,262 n.a. 1,861

2011 2,101 2,573 1,811 482 2,215

2012 2,935 1,862 1,736 n.a. 2,253

% Change 
(‘12/’10)

+65% - 7% - 23% n.a. +21%

average weekly commercial rents for Pilbara towns 2010-2012

Pilbara towns
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increase in construction workers moving to 
the area. 

There are four industrial areas in the 
pipeline currently located in the Onslow 
that can cater for future investment. 
These are:

 · Landcorp IA.

 · ANSIA (20km from proposed IA).

 · Shire of Ashburton’s LIA.

 · Portion of land at the corner of the 
ANSIA main access road (100HA).

The ANSIA (20km from proposed GIA) 
includes a port capable of international 
product import/export. Onslow could 
develop into a regional centre between 
Exmouth and Karratha. The Shire of 
Ashburton’s is currently in the process of 
planning a light industrial area close to the 
Onslow town site. The first stage of the LIA 
is approximately 40ha but is not scheduled 
for release until late 2013. The LIA will 
provide smaller lots (2,000m2 – 1.4ha max) 
and will accommodate lighter industries 
such as car hire and ancillary services to 
the airport and for tourism. The existing 
Onslow LIA is currently at capacity. This 
comprises approximately 20 lots ranging 
from 2,000m2 – 1ha, and they currently 
accommodate larger industrial users.
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3.7 utility cOsts

3.7.1 Water21

Water prices in the Pilbara towns have 
generally increased gradually over the 
years 2009 to 2012. In Onslow the 
increase is dramatic over this period, 
whereas water prices in Karratha have not 
changed noticeably. However it is clear 
that the Pilbara towns’ water prices are 
overall much higher than those of Perth 
in any year and increasing.  Based on 
current trends it is possible that prices will 
continue to rise in the Pilbara.

Percentage increase over Perth prices for each town for 2012-2013 county non 
Residential Water rates in c/kl for > 300 k-litres

towns  2010 2011 2012 2013
2013 % 

above Perth

Karratha 295 301 310 295 145%

Newman 210 214 220 193 95%

Port Hedland 210 214 220 271 133%

Onslow 414 423 436 583 286%

Perth 103 121 145 204 -

change in water charges for Pilbara towns vs Perth from 2009-10 to 2012-13

In 2013 Onslow’s water price was 286% higher than the 
Perth price, whilst Karratha at (45%) and Port Hedland 
(33%) were also much higher.

Water costs in Newman are lower than Perth (95% of the 
Perth price).
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3.7.2 Electricity

Electricity prices are a major concern in the 
Pilbara. As will be demonstrated there is 
the real possibility of large-scale increases 
in the future with tight generating capacity 
and rising demand.

Electricity Rates for Small and Medium 
sized businesses in the Pilbara towns were 
considerably below those in Perth in 2009, 
but increased by a greater percentage than 
Perth over the period 2009 to 2012 and are 
now almost on a par with Perth electricity 
rates in 2012. Future price indicators imply 
Pilbara rates will overtake Perth electricity 
rates in 2012-13. The percentage increase 
for Small to Medium sized businesses from 
2009 to 2012 was 77% for Pilbara towns 
compared with the Perth increase of 40% 
for equivalent businesses. 

A similar trend for Large Businesses exists. 
Electricity rates for large businesses in the 
Pilbara towns were considerably below 
those in Perth in 2009, but increased by 
a greater percentage than Perth over the 
period 2009 to 2012, and are now almost 
on a par with Perth.

Future price indicators imply that Pilbara 
rates will overtake Perth electricity rates in 
2012-13. The percentage increase for large 
businesses from 2009 to 2012 was 104% 
for Pilbara towns compared with the Perth 
increase of 66% for equivalent businesses.

The latest information on electricity options 
is that Horizon Power has begun a $400 
million initiative to avert a generating crisis 
in the Pilbara through a gas-fired power 
station. A gas-fired power plant will take 
at least 18 months to build. Expressions 
of interest have been requested from the 
private sector to build a 110 megawatt 
power station at the Boodarie industrial 
site in South Hedland from the end 
of 2015. 

Horizon has also installed smaller 
generators at existing sites to bolster 
electricity supplies to supply power to 
homes and businesses. Horizon was forced 
into taking stop-gap measures last year, 
when Treasury rejected its original plan to 
build a $400 million plant as it would have 
added to the State’s growing debt, forecast 
to be $24.7 billion by 2015-16.

increase in electricity cost per kW for small businesses between 2009 and 2012 for 
Pilbara towns compared with Perth

variation in electricity Prices Pilbara towns compared to Perth 2010 to 2012: 
(country non Residential Rates in c/kW – smes (l1 or l3)

year 2008/9 2009/10 2010/11 2011/12 2012/13
% increase 
2009-2012

Pilbara All Towns 14.3 16.5 21.7 25.3 28.7 77%

Perth 18.3 21.67 22.71 25.6 n.a. 40%
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variation in electricity Prices Pilbara towns compared to Perth 2010 to 2012: 
(country non Residential Rates in c/kW – large business (l2 or l4)

year 2008/9 2009/10 2010/11 2011/12 2012/13
% increase 

2009 to 2012

Pilbara All Towns 15.9 17.5 22.7 32.4 35.14 104%

Perth 19.2 22.7 29.4 31.94 n.a. 66%
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3.7.3 Gas

The existing situation regarding 
gas supplies in the Pilbara is totally 
unsatisfactory, with no distribution grid 
or piped supplies and very expensive 
canisters.

Gas for business purposes is supplied by 
pipe in Perth, with Alinta Gas being the 
main supplier. In the Pilbara Gas is bought 
in bottles or is delivered to commercial 
tanks on site by tanker-truck. Because of 
the unavailability of piped gas and its high 
cost when bottled, business depends on 
electricity, although larger quantities in 
tanks are cheaper based on volume.

The price of gas bought by container bottle 
is higher than for piped gas as in Perth 
because the distance the bottles or tanks 
of gas have to be transported to reach 
the businesses is so much greater than to 
Perth. The pricing situation between the 
Pilbara cost is not comparable as different 
methods of obtaining gas are used in 
different situations. According to Synergy 
it is more expensive to buy bottled/tank 
delivered gas than piped gas.

A calculation of the relative cost per litre 
of Bottled/Tanked gas in the Pilbara 
compared to Piped gas to the home as 
delivered in Perth shows that the Pilbara 
price is very much greater than the 
Perth price. 

The WA Treasury has warned gas prices 
threaten to rise further impacting the 
financial position of Horizon Power (and 
its gas supply company Synergy), amid 
uncertainty over new domestic supplies 
from Gorgon in 2015. The ongoing debate 
about whether global gas producers are 
diverting too much gas to LNG exports at 
the expense of local industry is continuing. 
Horizon Power’s current gas supply 
arrangements are estimated to expire 
towards the end of the forward estimates 
(in 2015-16).

There are several suppliers for businesses 
in Pilbara, for example Origin Energy, BOC 
bottled gas, and Elgas.

Elgas prices for the supply of gas bottles/tanks of gas are: 

In Karratha and Port Hedland the price per litre is $1.50 .

In Newman & Roebourne the price is higher at $1.70 per litre 
as the distance transported from depot is greater.

trend in electricity price indices in australian capital cities since 1990 showing 
spike in Perth prices from 2008
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3.7.4 Resource Sector Energy Issues22

Rising demand for energy by the 
resource sector will have an impact on all 
businesses in the Pilbara.

The mining and energy industry in WA 
utilises energy in a range of ways for 
extraction, development and ongoing 
operations including processing and 
utilisation. It is a significant cost input for 
companies in the sector. 

Prices on new wholesale domestic gas 
contracts in WA are at least double those of 
recent prices in the eastern states. It is now 
highly likely that the recent rise in local 
gas prices has created an environment 
where for certain contracts domestic prices 
will exceed LNG netback equivalent levels. 
The increase in costs is expected to only 
escalate as the resource sector demand 
for gas is expected to increase by 47% 
by 2018.

According to the CMEWA 2013 Growth Outlook Study, energy 
consumption in WA’s minerals and energy sector has increased 
from 14% of WA’s energy consumption in 1990 to 30% in 2011.

It is now the largest consumer of energy in the State.

Total electricity consumption is projected to increase by 
approximately 52% by 2018 driven predominately by projects 
in the mining and energy sector.

Energy affordability and reliability is a significant and growing 
cost factor for mining and energy companies, particularly those 
with large capital investments up front and significant ongoing 
processing or refining required.

Based on data published by the Department of Mines and 
Petroleum, the average price of all domestic gas contracts in 
WA in 2009/2010 is calculated to be $3.70 per GJ.

However, prices for gas under new contracts have recently 
been reported to be in a range of approximately $5.55 to $9.25 
per GJ.

trend in Wa natural gas -  Quantity and value -  showing growth in total value 
outstripping growth in total quantity sold from 2007 onward. 
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3.8 tRansPORt cOsts

Transport cost data has been sourced for 
2012/13 only. The data is sufficient to 
show the differences in prices of the towns 
in the Pilbara with Perth, for selected cost 
items. The analysis indicates the very high 
costs of these items in the Pilbara.

Fuel price and vehicle hire comparisons23 
are shown in the table below. In all 
towns the costs of fuel and vehicle hire 
is considerably higher in the Pilbara than 
Perth. In the case of truck hire the cost is 
almost double.

The SME Survey data indicated average 
daily rates for car hire of $90 rising up to 
$120 to $130 in Onslow. These rates are 
exceptionally high in comparison to Perth 
and the rest of Australia. 

An example of the cost of machinery hire is 
that of a marine operator paying $116 per 
hour for machinery and equipment.  

Another indicator of high comparative 
costs for the SME and the NGO sector is 
the cost of a return flight (at the economy 
Flexi Saver Rate) from Perth to each of the 
Pilbara Towns and this is compared to the 
corresponding airfare to Melbourne and 
Sydney (as of January 2013). The cost of 
flights to the Pilbara towns is considerably 
higher that the fares to Melbourne or 
Sydney, even though those cities are much 
further.

Fuel and car hire Prices for Pilbara towns and Perth metro February 2013 ($)

cost item Karratha Port hedland newman Perth

Petrol (c/ltr) 167 164 170 145

Diesel (c/ltr) 167 161 170 148

Car Hire (per 3 days) 263 254 263 113

Truck Hire (per 3 days 633 633 NA 340

cost of return flexi-saver flight from Perth to the town departing monday and 
returning Friday 
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3.9 cOnstRuctiOn cOsts

A range of recent surveys and data on 
construction costs were referenced and the 
highlights are presented below:

3.9.1 9th Annual Demographic 
International Housing Affordability Survey

 · The impact of high housing purchase 
costs in Australia is described in the 
9th Annual Demographic International 
Housing Affordability Survey 
(Performance Urban Planning 2013) 
which describes house prices in Australia 
as “vastly overpriced”.

 · This year’s Survey includes two 
principally resource-based markets 
located in the Pilbara.

 · Despite a large surrounding land supply, 
housing is seriously unaffordable in 
Karratha (4.9) and severely unaffordable 
in Port Hedland (6.4).

 · Western Australia’s “Pilbara Development 
Commission Blueprint” seeks “to secure 
the Pilbara’s future long after the 
resources sector has reached its peak.”

 · This would be a fate far different from 
those suffered by ghost towns like 
Coolgardie that fell into decline after 
their natural resource peaks.

 · However, to secure sustainable long-
term futures for communities in the 
Pilbara will require affordable housing, 
which is highly doubtful so long as urban 
consolidation policies are in place.

 · Overwhelming economic evidence 
indicates that urban containment 
policies, especially urban growth 
boundaries, raise the price of housing 
relative to income.

 · This inevitably leads to a reduced 
standard of living and increases poverty 
rates, because the unnecessarily higher 
costs of housing leave households with 
less discretionary income to spend on 
other goods and services.

 · The higher costs ripple into rental 
markets, tightening the budgets of lower 
income earners.

 · The principal problem is the failure to 
maintain a “competitive land supply.”

 · A Brookings Institution economist 
Anthony Downs describes the process, 
noting that more urban growth 
boundaries can convey monopolistic 
pricing power on sellers of land if 
sufficient supply is not available, which, 
all things being equal, is likely to raise 
the price of land and housing that is built 
on it.

3.9.2 Master Builders Western Australia 
Estimates of Construction Costs

 · Construction costs have risen strongly in 
recent due to large increases in energy 
costs, material shortages and skilled 
labour shortages.

 · This means that average building costs 
per square metre in Perth are currently 
around $1,000 a square metre for single 
storey brick and tile project homes, of 
medium finish.

 · Karratha and Port Hedland costs are 
estimated to be 100% higher than in 
Perth.

 · Broome costs are estimated to be 45 per 
cent higher than Perth and in Derby 50 
per cent higher.

3.9.3 Interviews with stakeholders in 
the Pilbara

 · Interviews indicate that in general 
construction costs are 1.75 to 2.00 times 
as high in the Pilbara compared to those 
in Perth.

 · The Ranges Karratha estimates the cost 
of construction to be 1.8 times the cost 
in Perth.

 · Estimates vary – for example developers 
indicate that for cost planning and 
estimating for both Port Hedland and 
Karratha (including market testing with 
builders in the region) the estimated 
increased cost is 60% above Perth 
costs for construction and 5-10% for 
differences in design and construction 
methodology.

3.9.4 Pilbara Hotspots Reports

 · The various Hotspots reports produced 
by the Department of Planning in 
2011 suggest that the cost of building 
a standard home in Pilbara towns 
(four bedroom and two bathroom) is 
approximately $400,000-$500,000 
(excluding land costs).

 · A typical standard dwelling costs 
approximately $180,000-$250,000 to 
construct in the metropolitan region, 
therefore the costs for a similar product 
in the Pilbara are approximately double 
that of the Perth metropolitan region.

 · Building approval data from the ABS 
indicates that the average cost per 
square metre for new houses has almost 
doubled over the last 10 years in Port 
Hedland.

 · In Karratha the suburb of Nickol has 
become the first country suburb to go 
over the $1 million median house price 
mark.

 · Only five years ago, houses in Karratha 
could be purchased for $330,000. In 
Port Hedland analysis undertaken by 
the Department of Planning using data 
sourced from the Town of Port Hedland 
indicated an average cost per square 
metre of $2205 for new single houses 
in 2010.

3.9.5 Rawlinson’s Construction Cost Guide 
2012 Report

An authoritative guide to construction costs 
is the Rawlinson’s Guide produced annually.  
The costs of construction in Perth are high 
compared to the rest of Australia. This is 
a trend that has accelerated over the last 
two decades.
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The index for Perth compared to Sydney has increased from 
122.36 in 2000 to 234.71 in December 2011.

A range of indicators shows that Perth construction costs 
are the highest in the nation. Current costs to build an 
administrative building in Perth (singe storey, standard finish) 
are $2,145-$2,310 compared to Melbourne at $2,045-$2,205.

In turn the high cost of construction in the Pilbara can be 
gauged from cost indices for main the towns in the Pilbara 
compared to Perth (Perth = 100). These are:

• Karratha: 155.

• Port Hedland: 160.

• Newman: 165.

High construction costs are a result of:

• Distance.

• High labour costs – 50% higher than Perth excluding flights 
and accommodation.  

• High accommodation costs.

• High material costs.

• More rigorous standards to meet flooding and cyclone 
issues – this adds 30% to structural steel tonnages and 
400% to 600% to concrete footing volumes.

• Site visits add 10-20% to costs.
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Capital spend to build a tonne of new 
iron ore capacity- 2011 US$ per tonne of 
capacity.

A range of recent statements have been 
published in the media on Australian 
competitiveness and productivity that have 
relevance to the Pilbara as follows:

 · According to a recent McKinsey Report 
there has been a $43bn drop in capital 
productivity in Australia since 2005 with 
$16bn due to inefficiencies and higher 
costs.

 · Given volatile market dynamics, capital 
and labour productivity have now 
become a focus of maintaining WA 
resource project competiveness.

 · Capital expenditure for iron ore in 
Australia is currently higher per tonne of 
new capacity than the rest of the world.

 · That margin has widened significantly 
over the past number of years. In the 
Pilbara the capital cost is much higher 
than in West Africa for example.

 · Recent public statements relating to costs 
include: “Australia can’t compete dollar 
for dollar with international competitors” 
Peter Coleman, Woodside “The Australian 
LNG industry has probably the highest 
cost base now than anywhere in the 
world. If we can’t keep the prices down 
and we cannot find a way to improve 
productivity, onshore LNG plants will 

become increasingly difficult to build.” 
Ann Pickard, Shell.

 · “Governments must follow through 
on commitments to reform regulatory 
inefficiencies and put an end to 
federal-state duplication…policies must 
support and encourage investments and 
workforce productivity improvements” 
Roy Krzywosinski, Chevron.

 · The pipeline of oil and gas projects 
awaiting sanction in Australia has never 
been bigger, led by a plethora of LNG 
developments in WA and Queensland. 
However, soaring cost pressures are 
playing havoc with project economics, 
as was illustrated when Gorgon operator 
Chevron stated in January 2013 its 
development would now cost $US52 
billion ($49.6 billion), compared with a 
2009 budget of $US37 billion.

3.10 cOmPetitiveness and caPital 
cOsts24 

WA resources companies and SMEs need to 
be cost competitive to ensure sustainable 
operations, and in the case of the resource 
companies so that they can compete 
globally for capital and markets. 

Recent studies have highlighted trends 
that show Australia’s cost competitiveness 
in the resources sector is declining. The 
level of competition in the global resources 
sector is increasing for Australia and WA. 
Falling commodity prices have now placed 
an even greater spotlight on the increasing 
costs of mining and energy projects in 
Australia.

In the LNG sector Chevron25 recently stated 
that resources projects in Australia were 
40 per cent more expensive than in the 
US and its workforce was 60 per cent less 
productive than the US. Chevron’s Gorgon 
liquefied natural gas venture, the nation’s 
biggest resources project, has announced 
a $9 billion blowout, with labour costs 
and shortages and bad weather blamed 
for boosting estimated development costs 
to $52bn. The first LNG from the project 
has also been delayed, with a previous 
target of late 2014 moving out to the first 
quarter of 2015. In US dollars, the currency 
Chevron will report to its shareholders and 
the currency that will be watched by global 
investors considering new projects in 
Australia, the cost has jumped a staggering 
$US15bn – or 40 per cent – to $US52bn, 
up from an original estimate of $US37bn 
when the project was approved in 2009. 
Gorgon’s capacity had also increased by 
4 percent to 15.6 million tonnes per year 
in the same period. In Australian dollar 
terms, the Gorgon blowout is less than 
20 per cent, which is lower than a 25 per 
cent blowout at Woodside Petroleum’s 
now-completed Pluto project, where costs 
jumped from $12bn to $15bn.

The high cost structure of the resources 
sector has an impact on capital costs for all 
businesses in the Pilbara, small or large. 
The example of the capital cost for Iron 
Ore (per tonne) indicates the capital cost 
pressures faced by business in the Pilbara.

Capital spend to build a tonne of new 
iron ore capacity - 2011 US$ per tonne of 
capacity

3.11 enviROnmental cOsts26

Developers and other businesses incur high 
environmental costs. These costs apply 
to all businesses in the Pilbara, where 
environmental impact is a factor. There are 
also the costs associated with operating in 
a harsh climatic environment that includes 
extreme heat, cyclones and floods. 

The Pilbara is home to a fragile ecosystem 
that also contains rare flora and fauna that 
requires detailed EIA assessments before 
any major project development.

Environmental management costs for a 
mining company have been compared to 
that incurred by DEC using an illustrative 
example as shown to the left.
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estimated rehabilitation costs on a per hectare basis for a typical mining company 
vs. the department of environment and conservation Wa 2010-2011

Note: In only reporting the available rehabilitation costs per hectare (a small proportion of the overall 
environmental costs incurred by mining companies in developing their assets) in this example, the 
Mining Company still has substantially more costs than what the DEC WA has incurred
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Future costs have been forecast to 2015. 
The future cost of doing business in the 
Pilbara has been estimated by analysing:

 · The data sets of costs of doing business 
in the Pilbara. 

 · The global economy and commodity 
markets and prices.

 · Resource Company Investments and the 
impact on the demand for services.

 · Opinions of stakeholders.

 · The expectations of businesses and the 
NGO sector as expressed in the surveys.

4.1 ecOnOmic FORecasts

Key Assumptions Impacting on Costs:

Global Economy

 · The global economy will remain 
fairly fragile, due to the ongoing debt 
problems in the developed world.

 · Amongst the developed economies the 
USA will fare best, although it will face 
fiscal drag from debt issues and possible 
rising interest rates after 2014.

 · Growth in developing countries will be 
much faster than in the developed world  

 · Global rates of growth in 2013 will be 
3.0%, in 2014: 3.5% and in 2015: 4.0%.

 · These rates of growth are less than 
historical rates over the last decade up 
until 2015, when growth will return to 
trend. 

Chinese and Other Asian Economies

 · Imports of goods and services by the 
developed world from China and other 
Asian countries will not fully recover for 
2 years or more.

 · Nonetheless GDP growth will be in 
the range of 7 to 8.5% in China and 
above 5% for most countries in Asia. 
This is very important to the Australian 
economy. According to China’s Foreign 
Minister Yang Jiechi, China’s trade with 
Asian countries is now more than its 
trade with the US and Europe. Beijing’s 
trade with its neighbours rose to $1.2 
trillion (£800bn) in 2012, about $120m 
more than its combined trade with the 
European Union (EU) and the US.

Commodity Markets

 · Relatively strong demand for iron ore 
will continue from China with annual 
increases in demand of about 4%.  

 · The China Iron and Steel Association 
estimated recently that China would 
consume 1.14 billion tonnes of iron ore 
in 2013, of which 770 million tonnes 
would be imported. 

 · The ability of high cost Chinese iron 
ore mines to substitute for imports 
is exaggerated due to high costs of 
production (Chinese production is about 
300 million tonnes per annum). 

 · However, increased global supplies of up 
to 200 to 250 million tonnes by the end 
of 2015 will offset strong demand and 
lead to price reductions.

 · Iron ore prices will trade in a range of 
$90 to $130 per tonne over the next 
few years – opinions on prices vary 
greatly however all analysts agree that 
a return to the exceptionally high prices 
in 2010/11 are unlikely to be repeated 
over the next few years.

 · Demand for LNG from Japan and South 
Korea (Australia’s main markets) will 
remain relatively strong and increase in 
countries such as China.

 · The extent to which (potentially) large 
scale LNG exports from the USA will be 
sanctioned by the government is under 
ongoing discussion. 

 · Supplies from other countries with 
LNG reserves will have limited impact 
between 2013 to 2015.

 · LNG Prices in Asia will remain at fairly 
high levels in the period 2013 to 2015 
between $US12/mmbtu and $US18/
mmbtu. The possible re-starting of 
nuclear power plants in Japan is likely to 
moderate prices. 

 · Thereafter it is essential to understand 
the changing dynamics of the natural 
gas market. Vast changes are sweeping 
across global energy markets. Currently 
there are wide price differentials. 

between the major markets of the world. 
At present In the USA natural gas prices 
are about $4.00 per mmbtu; prices in 
Europe are about $12 per mmbtu and 
in Asia are fluctuating between $14–17. 
These price differentials will possibly 
narrow as pricing mechanisms merge.

 · The USA has a large number of potential 
export terminals (up to 24). Apparently 
no LNG facility except the Sabine plant 
has been given approval for export by 
the administration (due to a strong body 
of opinion that gas prices in the USA 
should be low to give costs advantages 
to business). This may well change and 
the USA is likely to become a major 
competitor in Asia, as is happening with 
Canada where more than $60 billion of 
capital expenditure by major resource 
companies for exploitation and export (in 
one location alone) is underway.

 · Production increases in other regions 
of the world are possible. For example 
large scale reserves have been found in 
the East African Rift System; off-shore 
of East Africa; and in the waters of West 
Africa. In many other countries large 
scale reserves have been found – for 
example in Israel, Argentina and Brazil to 
say nothing of China with an estimated 
reserve that may well exceed that of 
the USA. Even in Japan there are natural 
gas opportunities. Japan has successfully 
extracted natural gas from frozen 
methane hydrate off its central coast, in 
a world first.

 · The economics and timing of production 
are not yet clear enough to judge the 
real impact of additional supplies on 
prices. However it is possible that prices 
will decline slowly, particularly if the USA 
revises current policy that limits exports.

4. Future costs
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4. Future costs
Relatively stROng demand FOR iROn ORe Will 
cOntinue FROm china With annual incReases 
in demand OF abOut 4%  
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Investment by the Resource Sector  

 · There will be no major expansion of 
existing iron ore mines in the period 
2013 to 2015, apart from those already 
planned by Rio, BHP and FMG and a few 
smaller operators. In fact final decisions 
on the last expansion phases by Rio 
and BHP have not yet been taken and if 
prices for iron ore fall further there may 
be postponements.

 · The construction of the Chevron led LNG 
projects of Gorgon and Wheatstone will 
continue during the period 2013 to 2015.

 · The Browse on-shore project is now very 
uncertain to go ahead due to high costs 
of construction and discussion about 
the location options for processing.  
Recent statements by the Woodside led 
consortium indicate a strong preference 
for off-shore processing, or piping the 
gas down to the Pilbara for processing.

 · EXXONMOBIL and BHP Billiton plan to 
start construction of’ a $10 billion-
plus floating LNG platform off Western 
Australia to process gas from their 
Scarborough gas field in 2014-15. 
Submission for approval to the Federal 
Environment Department has revealed 
the timetable for first exports in 2020. 
They want to build a 495m long and 
75m wide vessel that will house five LNG 
processing trains capable of producing 
between six and seven million tonnes of 
the liquefied fuel a year.

 · The construction of the offshore 
processing Prelude project (Shell led 
consortium) in the Browse basin about 
450 km NE off Broome will continue in 
2013 and reach the final phases of the 
schedule in 2014/15.

 · Given high levels of exploration there is 
a possibility that additional commercially 
viable LNG reserves will be found.

Impact on the Demand for Services from 
the Resource Sector

 · The construction phase for the current 
very large iron ore expansion will be 
completed by the end of 2014.

 · Production levels will be high at some 
700 – 800 million tonnes per annum.

 · It is likely that construction of the Roy 
Hill iron ore mine will commence – this 
will impact positively on construction 
activities and the demand for services in 
Newman and Port Hedland will increase. 
The Samsung Group in South Korea has 
been awarded a $5.5 billion contract 
including the mine, rail and harbour 
infrastructure.

 · The demand for services will remain 
strong in all the main towns in the 
Pilbara.

 · In Karratha future increases in demand 
will depend to some extent on Chevron 
increasing its sourcing of services from 
Karratha.

 · In Newman and Onslow the demand for 
services will remain very strong.

 · In Port Hedland although demand has 
slowed down it will remain at fairly high 
levels.

Impact on the Demand for Services from 
Ports and Airports

 · The expansion of the Cape Lambert 
Port by Rio Tinto will be completed in 
2013/14.

 · The construction of the Anketell Port will 
possibly be approved in 201327. 

 · In the absence of firm decisions on 
construction of Anketell Port the 
construction of a number of smaller 
ports along the Pilbara coast is 
possible. Instead of deep water ports 
smaller mines without ready port 
access are planning to build ports that 
are accessible to smaller barges for 
transhipment to large vessels off-shore. 
Companies such as CITIC Pacific with 
their Cape Preston Port have geared up 
for this process and other companies are 
actively involved in possibly developing 
this option including Iron Ore Holdings 
and Forge Resources.

 · ExxonMobil and BHP Billiton’s 
Scarborough gas field development could 
pave the way for a major expansion 
of a Pilbara supply base port. The LNG 
operation will be serviced by a supply 
base in the Pilbara, with Exmouth 
or Dampier considered the most 
likely locations. When completed the 
workforce will consist of 500 during 
maintenance periods.

 · Expansion of additional berths at Port 
Hedland will continue.

 · Port facilities in Onslow will continue to 
be upgraded.

 · The airports in Onslow, Karratha and Port 
Hedland will possibly be upgraded.

 · Demand for services will increase in 
Karratha, Port Hedland, Newman and 
Onslow albeit at a slower pace than over 
the last few years. 

Demand for Services from Other Sectors of 
the Economy

 · Further construction of residential 
properties will continue in all of the 
main towns (although the economics 
of development are not as favourable 
now as they were a short time ago in 
Karratha and even Port Hedland).

 · In Karratha the development of the 
Gap Ridge light industrial area will be 
completed in the period 2013 to 2015.

 · In Karratha the construction of the $775 
million Yara Pilbara Nitrates plant will be 
constructed on the Burrup Peninsula with 
civil works expected to begin in April 
2013 and production to start in July 2015.

Demand from Employment and 
Population Growth

 · Employment and population growth will 
remain fairly strong in Newman, Port 
Hedland and Onslow. 

 · As a result the demand for services 
will increase in all towns, particularly 
Newman, Port Hedland and Onslow.

 · In Karratha there will be a slowdown 
in employment and population growth, 
unless there are further exploitable LNG 
reserves found in the N.W. Shelf.

 · However if the Chevron led consortium 
sources additional services out of 
Karratha then the slowdown will be 
mitigated.

Forecast rates of price increases in the 
Pilbara have been based on standard 
methodology, incorporating assumptions. 
The assumptions are based on an analysis 
of the economy of the Pilbara (including 
the global economic outlook, commodity 
markets, resource sector investments, 
population, employments and income 
trends and other factors). Also taken into 
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account are the SME and NGO survey 
results on price increase expectations of 
businesses and NGOs in the Pilbara.

It is obvious that forecasting is extremely 
difficult and judgements at any point of 
time can subsequently be changed quickly. 
This is particularly the case in an economy 
based primarily on resources. 

According to the Bureau of Resources and 
Energy Economics (BREE – March Quarter 
2013) Australia’s resources and energy 
commodity export earnings are forecast 
to decline to $186 billion in 2012–13, but 
grow in the medium term. A forecast fall in 
the prices of key Australian mineral exports 
from their peaks in 2011, coupled with a 
high Australian dollar, is expected to result 
in a 3% decline in the nominal export 
value of resources and energy exports 
in 2012-13, relative to 2011-12. Iron 
ore prices, which have been particularly 
volatile over the last six months, are one 
of the main drivers of the lower export 
values. Iron ore export earnings are 
forecast to decrease 9% to $57 billion, 
despite a forecast 11% rise in volumes.

However, between 2013 and 2018, 
projected robust growth in commodity 
volumes will support increases in 
Australia’s mineral and energy commodity 
export earnings. Export volumes of iron 
ore, thermal coal and metallurgical coal are 
projected to rise at average annual rates of 
10%, 11% and 7%, respectively.

LNG is projected to be the main source 
of export growth in the medium term, in 
terms of energy commodities, increasing 
from 19 million tonnes in 2011-12 to 
88 million tonnes in 2017-18 as a result 
of huge investments in LNG production 
in Australia. LNG export earnings are 
projected to increase from $12 billion in 
2011-12 to around $61 billion in 2017-18 to 
be Australia’s second highest export earner, 
second only to iron ore. Although the value 
of energy exports is projected to increase 
substantially to 2018, Australia’s export 
earnings from mineral commodities are 

expected to peak, in real terms, in 2014-
15 due to declining commodity prices, 
particularly iron ore.

The nominal value of mineral exports is 
projected to increase by about 15% from 
2011-12 to 2017-18, but the real value 
of mineral exports in Australian dollars is 
expected to peak in 2014-15 at around 
$123 billion. The assumed continuation of 
a high-valued Australian dollar and a fall in 
the US$ price of iron ore over the outlook 
period are the principal causes of this dip 
in the real export values of minerals from 
2014-15.

In another analysis (Goldman Sachs) the 
prospect of falling iron ore prices and 
the impact on the economy have been 
highlighted. The focus is on a coming iron 
ore glut: new research by Goldman Sachs 
has upgraded both its potential size, and 
its estimated date of arrival. Goldman’s 
view is shaped around a belief that high-
cost Chinese iron ore production will not 
disappear as iron ore production expands 
in Australia and elsewhere.

The investment bank predicts that total 
sea-borne iron ore exports will surge from 
1.15 billion tonnes this year to 1.5 billion 
tonnes by 2015, with Australia’s export 
capacity rising from 560 million tonnes to 
780 million tonnes. It sees Chinese iron 
ore production also increasing by between 
3 and 5 per cent a year over the same 
period, even though it is much higher cost. 
This is contrary to the conventional theory 
that lower-cost production from outside 
China including the Pilbara will replace 
higher-cost Chinese production as it comes 
on stream.

Goldman predicts that 560 million tonnes 
a year of iron ore production will come 
on stream worldwide between now and 
2017, with Rio, BHP, Vale of Brazil and 
Fortescue accounting for two-thirds of the 
increase. After factoring in a modest rise in 
Chinese domestic iron ore production over 
the same period despite that production 
tsunami, it has raised its estimates of the 

likely global surpluses from 75 million 
tonnes to 112 million tonnes in 2014, 225 
million tonnes in the following year, 275 
million tonnes in 2016, and 344 million 
tonnes in 2017.

This is of course a recipe for a price slide. 
Australia’s Bureau of Resources and Energy 
Economics says prices will average about 
$US90 a tonne by 2018. Goldman says 
the average will be about $US139 a tonne 
this calendar year after weather-related 
production setbacks in the Pilbara and 
Brazil, but has cut its forecast 2014 price 
from $US126 a tonne to $US115 a tonne, 
and lowered its 2015 price forecast from 
$US90 a tonne to $US80 a tonne. Its 
longer-term price projection is $US88 a 
tonne, landed in China. Given that iron ore 
costs about $US20 a tonne to rail, load and 
ship to the Chinese steel mills, the only 
local iron ore miners that will be clearly 
profitable at that price are Rio, which has a 
cash cost of about $US25 a tonne, and BHP, 
which has a cash production cost of about 
$US30 a tonne.

Cost pressures in the Pilbara will probably 
moderate over the next few years. This is 
already apparent in the resource sector.  
The President of Woodside Petroleum 
recently said “the heated West Australian 
construction sector is cooling as recent 
deferrals of expansions had seen costs 
stabilize. We now see the market starting 
to roll over on the cost side -- we haven’t 
seen decreases but we’re seeing a 
flattening, which gives us a bit more 
confidence we’re not chasing costs up.”

Nonetheless, the rate of inflation is likely 
to continue to be fairly high. Although 
investment is slowing down it will remain 
relatively robust until 2015/16 when the 
majority of the current iron ore and LNG 
projects have been constructed. 

The impact of the resources sector on 
employment was recently highlighted in 
a Reserve Bank study. Resource exports 
have created about 500,000 jobs across 
every major industry during the past seven 
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years. The research shows that more than 
1.1 million workers now depend on the 
wider resource economy thanks to job 
creation in sectors such as construction 
and manufacturing.  The findings indicate 
that 1.1 million workers owe their jobs to 
the boom - equivalent to 9.75 per cent of 
the nation’s 11.5 million workers. While 
about 375,000 of these workers are in 
mining and gas extraction, the remainder 
are in activities such as business services, 
construction, retail and transport. About 
16% of the construction sector’s economic 
output now depends on resources while 
the figure is similar for transport and 
9% for business services. Manufacturing 
depends on the resources sector for 16% of 
its economic output and 144,000 of its jobs.

There are both downside and upside risks 
to the forecasts. The main downside risks 
include failure of policy and the USA to 
further address debt problems and rising 
rates of inflation in Asia and the rest of the 
world as a result of the massive stimulus 
measures taken in the USA, Europe and 
China. Lower GDP growth rates will occur 
with reduced demand for commodities. 
The upside risk is that current signs of 
global economic recovery accelerate and 
commodity demand and prices increase. 
This has happened in the short term. In 
addition, it is quite possible that further 
commercially exploitable LNG reserves 
in particular will be found and more 
investments in the region will take place.

For the Pilbara as a whole the rate of 
inflation will decrease slightly, because 
of the reduction in mining investment. 
The rate of increase will be highest in 
Newman and Onslow, because iron ore 
and LNG construction activity will remain at 
high levels.

The implication for businesses and NGOs 
is that although price rises may not be 
as rapid as in the past, they are likely to 
remain elevated. Moderation in the rate of 
inflation is likely to be most pronounced 
in Karratha. However the cost structure of 
all centres will remain unacceptably high. 
Policy makers need to continue to promote 
an enabling environment, which focuses on 
reducing costs.  

4.2 sme cOst exPectatiOns

The SMEs’ expectations indicate that 
all major cost items will increase quite 
significantly in 2013 and 2014, except for 
the cost of managers and professionals.  

Limited data (not shown in the table 
above) suggests that raw materials costs 
will rise in the range of 12% to 15% in 
2013 and 2014 and that cost increases 
in machinery rent will increase by 5% to 
10%. Limited data indicates that the cost 
of consumables will rise by some 10% per 
annum in 2013 and 2014.

4.3 ngO cOst exPectatiOns

The NGO sector foresees price increases for 
the period 2013 to 2015 as follows:

 · Managers, professionals and other 
categories of employment of between 
5% and 10% increase for 2013. 

 · Employment cost expectations for 2014 
ranged from no change over 2013 to 
between 5 and 10% increase.

 · Utility costs were expected to increase 
within the 5% range for both 2013 and 
2014. Some indication of expectations 
that electricity price increases would be 
above 10%.

 · Rental and rates were anticipated to 
increase in the 5% range for both 2013 
and 2014. There was some indication 
of a possible decrease in office rent in 
2014.

 · Consumables increase between 1% and 
10% per annum.

 · All other cost items including services 
and equipment were expected to 
increase between 5% and 10% per 
annum for 2013 and 2014.

sme cost expectations 2013 to 2014 (average percentage change)

cost item
2013 compared to 2012 

% change
2014 compared to 2013 

% change

Managers Full Time 2.6 1.5

Managers Part Time 6 6.5

Professional Staff Full Time -1.5 -1.5

Professional Staff Part Time 4.0 3.7

Technicians and Trades Casual 0.5 n.a.

Sales Full Time 8.5 8.5

Labourers Casual 7.0 8.0

Vehicle (Car) Hire 6.3 4.5

Water 6.0 6.0

Electricity 6.3 4.7

Office Rent 10.0 8.3

Staff Housing Rent 6.7 5.7

Local Government Rates 5.5 6.5
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4.4 OtheR staKehOldeRs cOst 
exPectatiOns

Interviews with Chambers of Commerce, 
Small Business Centres and Business 
Associations in Port Hedland and Karratha 
and the Pilbara Development Commission 
made the following points regarding the 
cost structure of the Pilbara:

 · The high cost structure of the Pilbara is 
unsustainable.

 · Sustainable growth needs to be 
underpinned by investment in 
infrastructure and the State and Federal 
Governments need to take more 
responsibility.

 · In Port Hedland water is still a constraint 
to investment.

 · In Port Hedland the costs of 
accommodation will not fall significantly 
unless government intervenes directly by 
providing housing on a fairly large scale.

 · This is partly because the costs of 
construction mean high selling prices are 
needed for reasonable margins. 

 · Although several new residential 
developments have been planned 
there is a question mark regarding final 
approval by investors who have to be 
confident that a satisfactory return on 
investments will be made – there is 
some caution at the moment. 

 · Poaching of staff in Port Hedland is 
common and offering better conditions 
of service obviously is the main means 
of doing so – this pushes up the cost of 
remuneration.

 · The Outer Harbour investment in Port 
Hedland has been postponed not 
cancelled.

 · More berths are required in the Inner 
harbour at Port Hedland.

 · In Port Hedland there are plans for six 
more hotels – it remains to be seen 
whether or not plans translate into 
actual investment.

 · Up to 12 new mine sites around 
Newman are on the drawing board.

 · Insurance is a major cost in the Pilbara, 
with very high premiums.

 · If the construction of the Anketell 
Port goes ahead then up to 7,000 
construction workers will be required 
and there will be 600 permanent jobs 
created.

 · TWA accommodation in Karratha has 
been successful as a cost-effective 
model.

 · All organisations interviewed in the 
Pilbara support the concept of a Special 
Economic Zone (SEZ) and public-private 
partnerships are one way of making 
investment progress.

 · At one time in the past there was a Zone 
tax rebate in the Pilbara for individuals.

 · There is some support at Federal Level 
for an SEZ.

 · The concept of business incubators 
in both Port Hedland and Karratha is 
supported.

 · Council rates in the Pilbara have risen 
steeply.

4.5 FORecast PRices 2013 tO 2015

Price increases are a result of the level 
of aggregate demand and supply. After 
taking account of all data, views and 
opinions it has been assumed that there 
will be price rises in the Pilbara over 
the next two years. However these will 
moderate as investment will be less than 
in the previous few years and Australia-
wide there will be less competition for 
scarce resources, particularly labour. Price 
pressures will be less in Karratha and Port 
Hedland than in Onslow and Newman. 

Karratha

In Karratha cost pressures have subsided 
after the completion of the Woodside led 
consortium LNG Pluto project. Prices will 
not increase rapidly unless there is further 
port development and/or exploitation of 
additional LNG reserves.

 · Employment costs will remain high, 
however the rapid increases of the past 
few years are unlikely to be repeated 
without major new investments.

 · House prices will remain at levels below 
the peaks of 2011 due to a slowdown 
in employment and population growth, 
and increased delivery of both serviced. 

land and new housing options e.g. the 
Nickol/Baynton suburban development 
and Pelago apartments.

 · The cost of housing rent will remain at 
about current levels which are reduced 
compared to 2011 and early 2012. 
Increased offerings will help to subdue 
price pressures. 

 · Commercial/retail and industrial rents 
will not increase as the demand for 
additional space has moderated, and 
major new developments in the city 
centre and Gap Ridge will provide more 
offerings and alternatives.

 · Due to less construction activity once 
current major urban projects are 
completed, construction costs will 
probably fall slightly.

 · Whilst the cost of water may rise only 
slightly the cost of electricity may well 
continue to rise quite significantly. 

Port Hedland

In Port Hedland cost pressures have 
subsided slightly after the postponement 
of the planned outer harbour development 
by BHP. However due to overall supply 
constraints most costs will remain very 
elevated. 

 · Employment costs will remain high, 
however the rapid increases of the past 
few years are unlikely to be repeated 
without major new investments.

 · House prices will remain at about current 
levels unless additional planned supply 
comes on-stream and the high costs of 
construction is mitigated.

 · The cost of housing rent will remain at 
about current levels, which have started 
to trend down slightly.  

 · Commercial/ retail and industrial rents 
will not increase as the demand for 
additional space has slowed down.

 · Due to less construction activity 
construction costs will probably 
fall slightly – however if planned 
developments are implemented costs 
will remain very high.

 · Whilst the cost of water may rise 
only slightly the cost of electricity for 
businesses may well continue to rise 
quite quickly.
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 Newman

Cost pressures in Newman are expected 
to continue as construction and iron 
production increase in volume with a high 
level of services required. In addition BHP 
is investing in a new and large energy 
generating unit, and there are other project 
developments planned in the area.

 · Employment costs will remain high, 
and may even increase slightly with the 
implementation of new investments.

 · House prices will remain very high with 
land release constraints – although there 
are plans for significant developments 
and this may change the picture in the 
medium term.

 · The cost of rent will remain at very 
high levels .

 · Commercial/ retail and industrial rents 
will remain at high levels with a high 
level of demand. 

 · Construction costs will remain high. 

 · The cost of water will remain lower than 
the other centres and whilst the cost of 
electricity for business may rise increases 
are not anticipated to be high.

Onslow

Cost pressures in Onslow are expected to 
continue with a high demand for all related 
services and products due to construction of 
the Wheatstone and Gorgon LNG projects, 
and various developments of the town, the 
port, and the airport. 

 · Employment costs will remain high, 
and may even increase with the 
implementation of new investments.

 · House prices will remain very high with 
land release constraints – although there 
are plans for significant construction 
which may help to mitigate the 
overheated market.

 · The cost of rent will remain at very 
high levels. 

 · Commercial/ retail and industrial rents 
will remain at high levels, with a high 
level of demand. 

 · The cost of water will remain very high 
and may increase whilst the cost of 
electricity for business may also rise. 

4.6 indicative business cOst 
multiPlieRs PilbaRa tOWns 
cOmPaRed tO PeRth

The analysis of the major cost items in 
preceding sections of the report, which 
compares prices in the Pilbara with prices 
in Perth, has been used to estimate cost 

the indicative multipliers for major cost items show in no uncertain terms the 
additional cost of doing business in the Pilbara compared to Perth28.

cost item29 Karratha
Port 

hedland
newman Onslow

 Median Individual Weekly Income (2011) 2.3 2.0 2.3 2.1

 Median Family Weekly Income (2011) 1.7 1.7 1.7 1.5

 House Prices (2012) 1.8 2.7 1.5 1.5

 Rent - Accommodation (2012) 3.5 5.1 4.4 4.6

 Rent - Commercial (2012) 2.9 1.7 1.9 1.9

 Rent - Retail  (2012) 1.5 1.5 1.2 1.2

 Rent - Industrial (2012) 2.3 2.3 NA NA

 Construction (2012) 1.6 1.6 1.7 1.7

 Water (2013) 1.4 1.3 0.9 2.9

 Electricity SMEs (2012/13) 1.0 1.0 1.0 1.0

 Electricity Large Businesses (12/13) 1.0 1.0 1.0 1.0

 Petrol (2013) 1.2 1.1 1.2 1.2

 Diesel (2013) 1.1 1.1 1.1 1.1

 Car Hire (2013) 2.3 2.2 2.3 2.3

multipliers based on actual prices per 
unit (for example water, electricity and 
car rental) or using averages for cost 
items such as salaries and wages. Some 
data for Onslow is not available and has 
been estimated. 
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4.7 illustRative business mOdel 
(cOmPaRing cOst OF dOing business 
in the PilbaRa With PeRth)

An illustrative model has been compiled 
based on available cost data and estimated 
differences in costs between the Pilbara 
Towns and Perth. Where cost data was not 
available (very limited), a best estimate of 
differences has been made.

The analysis has been made as simple 
as possible. A services type business has 
been modelled to illustrate the high costs 
of doing business in the Pilbara. Obviously 
there is a very wide range of business 
types and sizes, which would require 
different models. It is assumed that the 
business is competing for personnel similar 
to the resource industry. 

It has been assumed that there will be no 
cost to a business for the purchase of a 
house in Perth or need for subsidised rent. 
In the Pilbara towns it has been assumed 
that one house will be rented in Year 
One and a 50% rent subsidy is paid for 
employees, as accommodation often has 
to be provided or partly provided to attract 
and retain staff. Only major cost items 
analysed in this report have been included.

indicative cost comparison model of an sme service business in the Pilbara towns 
compared to Perth in 2013 ($ per annum)

illustrative 
business model

Perth Karratha
Port 

hedland
newman Onslow30 

Salaries and Wages 800,000 1,840,000 1,600,000 1,840,000 1,680,000

Subsidised Rent: 
Accommodation 

0 24,000 35,000 30,000 31,500

Rent - Commercial 120,000 348,000 204,000 228,000 228,000

Water  20,000 28,000 26,000 18,000 58,000

Electricity 10,000 10,000 10,000 10,000 10,000

Business Insurance 10,000 15,000 15,000 15,000 15,000

Vehicle costs inc. 
fuel

20,000 24,000 22,000 24,000 24,000

Car Hire 10,000 23,000 22,000 23,000 23,000

Consumables 10,000 13,000 13,000 13,000 13,000

Equipment/ 
maintenance

5,000 6,500 6,500 7,000 7,000

Services 
(Accountancy etc)

12,000 15,600 15,600 16,800 15,600

Total 1,017,000 2,347,100 1,969,100 2,224,800 2,105,100

Percentage above 
Perth Costs

131% 94% 119% 107%
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1 Based on RDL CPI reports for 2007 and 2011.

2 See also Regional Price Index Report of 2011 
by RDL.

3 Treasury Department WA.

4 For example if a product cost $1 in Perth and 
the multiplier is 1.2 then the same product 
will cost $1.20 in the Pilbara.

5 Data for Onslow should be used with caution. 
For example income data for Onslow is not 
based on official data and has been estimated 
based on extrapolation for other Towns and 
discussions with stakeholders;

6 It is anticipated that from 2013 onwards there 
will be a price differential upwards for power 
costs in the Pilbara.

7 See Annex 1 for the Brief.

8 Cost of Doing Business for the WA Resource 
Sector-The Chamber of Minerals and Energy of 
Western Australia (CME) - December 2012. 

9 Pilbara Report 2012 – Exploring Opportunities 
in the Nations Powerhouse – Regional 
Development Australia.

10 Commercial and Retail Property Demand 
Analysis and Strategy – Shire of Roebourne – 
Imani Development Austral – January 2013.

11 Based on RDL CPI reports for 2007 and 2011.

12 Data compiled by id.consulting and the 
National Institute for Economic and Industrial 
Research (NIEIR).

13 CME Research.

14 CME Research.

15 Consultants to the Shire (id.consulting and 
National Economic and Industrial Research 
Institute) prepare estimates of income over 
time.

16 Id.consulting explanation of quartiles: 
Households form the common ‘economic 
unit’ in our society. Household income levels 
are not comparable over time because of 
the influences of economic change such as 
wage level fluctuations and inflation. The 
income quartile method is a powerful and 
objective way of looking at income data and 
in particular, how it is changing. 

17 A working week of 40 hours has been used to 
convert hourly rates to full time equivalents.

18 Care should be taken in using the survey data 
which is based on a relatively small sample 
size – but nonetheless is in line with official 
data.

References
19 Data Sources: Pilbara Development 

Commission, REIWA and ABS.

20 Consultancy Report for Landcorp – Industrial 
Land Supply Analysis – Pilbara Region – 
March 2013.

21 Data sourced from Water Corporation.

22 CME Research.

23 Data sources for fuel: Fuel Watch. The costs 
for vehicle hire are based on the hire of an 
intermediate sized car (Hyundai Accent) for a 
period of 3 days and for a pickup truck for 3 
days in each town, and in Perth.

24 CME Research.

25 Zone conference: Perth November 2012 – 
Chevron MD.

26 CME Report December 2012 on the Cost of 
Doing Business in WA.

27 AQUILA Resources has received the green 
light from the West Australian government to 
develop Anketell Port as part of its $6 billion 
iron ore project. WA Environment Minister 
Bill Marmion gave the nod to the proposed 
development, in which Aquila holds a 50 per 
cent stake. The federal government will now 
consider whether to also approve the project. 
The coal producer has been moving into iron 
ore and developed proposals for two key 
mines in WA’s Pilbara region. Integral to the 
project is the proposed port development at 
Anketell. The approval provides for the staged 
expansion of the multi-user, deepwater port 
to a nominal iron ore export capacity of 350 
million tonnes per annum, subject to other 
non-environmental approvals. The planned 
development of the port is crucial to Aquila 
securing the majority of the $3 billion in 
funding it needs for its iron ore project).

28 Care should be taken in using these 
multipliers. They are based on averages or 
medians and do not necessarily indicate the 
precise costs for different types of business.

29 Data for Onslow should be used with caution. 
For example income data for Onslow is not 
based on official data and has been estimated 
based on extrapolation for other Towns and 
discussions with stakeholders.

30 The Onslow costs are probably an 
underestimate as some data is not available. 
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