GOVERNMENT

Upper Spencer Gulf
Heavy Industry Hub
Department of Primary Industries and Regions
Final - June 2012
ADVISORY

Upper Spencer Gulf Heavy Industry Hub
Disclaimer
Inherent Limitations
This report has been prepared as outlined in the Executive Summary and Section 2. The services provided in connection with this engagement comprise an
advisory engagement which is not subject to Australian Auditing Standards or Australian Standards on Review or Assurance Engagements, and consequently
no opinions or conclusions intended to convey assurance have been expressed.
The findings in this report are based on a qualitative study and the reported results reflect a perception of policy responses which could be considered by the
Department of Primary Industries and Regions, various survey responses from industry, and those parties consulted in the process but only to the extent of
the sample surveyed, being PIRSA’s approved sample of industry and stakeholders Any projection to the wider population is subject to the level of bias in
the method of sample selection.
No warranty of completeness, accuracy or reliability is given in relation to the statements and representations made by, and the information and
documentation provided by, PIRSA management and personnel consulted as part of the process.
KPMG have indicated within this report the sources of the information provided. We have not sought to independently verify those sources unless otherwise
noted within the report.
KPMG is under no obligation in any circumstance to update this report, in either oral or written form, for events occurring after the report has been issued in
final form.
The findings in this report have been formed on the above basis.
Third Party Reliance
This report is solely for the purpose set out in the Scope Section and for PIRSA’s information, and is not to be used for any other purpose.
This report has been prepared at the request of PIRSA in accordance with the terms of KPMG’s engagement letter/contract dated 20 July 2011. Other than
our responsibility to PIRSA, neither KPMG nor any member or employee of KPMG undertakes responsibility arising in any way from reliance placed by a third
party on this report. Any reliance placed is that party’s sole responsibility.

© 2012 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss
entity. All rights reserved. Printed in Australia. KPMG and the KPMG logo are registered trademarks of KPMG International. Liability limited by a scheme approved under Professional Standards
Legislation

i

Upper Spencer Gulf Heavy Industry Hub
Table of contents
1

2

3

4

Executive summary
1.1
Background to the heavy industry hub feasibility study
1.2
Project objectives and approach
1.3
Project overview and key messages
1.4
SA mining sector context
1.5
Supply chain opportunities for the USG
1.6
Demand for services
1.7
Local supply and demand issues
1.8
High value supply chain opportunities
1.9
Key themes from stakeholder consultation
1.10 Observations from industry survey
1.11 Recommendations
Project context
2.1
Background to the heavy industry hub feasibility study
2.2
Project objectives
2.3
Overview of the SA mining sector
2.4
Project scope and approach
Hypotheses and alternate ‘hub concepts’
3.1
Hypothesis 1: Industrial land development
3.2
Hypothesis 2: Regional infrastructure project investment
3.3
Hypothesis 3: Regional development strategy approach with mix of policy and program responses
High value supply chain opportunities for USG industry
4.1
Approach
4.2
Demand for services
4.3
Local supply and demand issues

2
2
2
3
4
5
5
6
7
8
9
11
16
16
16
17
18
21
21
21
22
23
23
23
24

© 2012 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss
entity. All rights reserved. Printed in Australia. KPMG and the KPMG logo are registered trademarks of KPMG International. Liability limited by a scheme approved under Professional Standards
Legislation

ii

Upper Spencer Gulf Heavy Industry Hub
4.4
High value supply chain opportunities
5
Targeted stakeholder consultation — findings
5.1
Stakeholders consulted
5.2
Key issues tested in consultation discussions
5.3
Stakeholder feedback
5.4
Regional ‘SWOT’ analysis from consultation sessions
5.5
Addressing common misconceptions
5.6
Contracting arrangements in the mining industry
5.7
Stakeholder identified role for Government
5.8
Stakeholder identified role for industry / industry groups
5.9
Stakeholder identified role for Local Government and RDAs
5.10 Other observations
5.11 Stakeholder feedback — assessment
6
Industry survey — results
6.1
Survey respondents
6.2
Industry growth expectations and scenarios
6.3
Upper Spencer Gulf Capability and Capacity
6.4
Mining activities— ‘in-house’ or outsourcing
6.5
USG regional supply opportunities
6.6
Survey responses — linking to initial ‘Industry Analysis’ report
6.7
Opportunities for further analysis
Appendices
A.1
Upper Spencer Gulf – employment and demographics
A.2
Stakeholder consultation — stakeholder list
A.3
Survey targets
A.4
Survey respondents

25
27
27
28
28
29
30
32
32
33
34
34
35
36
37
40
42
44
46
49
54
55
55
64
65
71

© 2012 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss
entity. All rights reserved. Printed in Australia. KPMG and the KPMG logo are registered trademarks of KPMG International. Liability limited by a scheme approved under Professional Standards
Legislation

iii

Upper Spencer Gulf Heavy Industry Hub
1 Executive summary
This report provides the
results of the feasibility
study into establishing the
USG as a heavy industry
hub to service the future
needs of the mining
industry.
An extensive survey and
consultation process has
been undertaken with a
range of stakeholders.
An in-depth industry
desktop analysis has also
been undertaken.
The results of the survey
and the associated analysis
provide a wealth of
knowledge to assist future
policy development and
actions for all relevant
stakeholders.

1.1

Background to the heavy industry hub
feasibility study

Prior to the last state election, the Government committed to
undertaking a feasibility study into understanding the opportunities
for establishing the Upper Spencer Gulf (USG) as a heavy industry
hub to service the future needs of the mining industry.
The Department of Trade and Economic Development (later
transitioning to the Department of Primary Industries and Regions)
commissioned KPMG and GHD to assess the feasibility of
developing such a hub. This report represents ‘Stage 1’ of that
project and is focussed on understanding the region and the key
issues for industry growth through consultation with industry and
stakeholders as well as an industry survey. A subsequent
‘Stage 2’ of the project is expected to be considered by the
Government when it responds to this report.

1.2

3. Inform future Government policy in relation to the USG, in
particular around alternative ‘hub concepts’ (Section 3);
4. Identify key actions for the State Government, as well as by
industry,
the
Federal
Government
and
Local
Governments/RDAs (Section 1.11);
5. Identify potential economic benefits (Section 6.2); and
6. Make findings to inform ‘Stage 2’ of the Government’s work
in this area or other areas of Government policy (Section 1.11).
The purpose of the study was not to recommend specific capital
projects or recurrent investment for the region.
Project stages
The project was progressed through four stages, outlined below 1.

•

Project objectives and approach

The study’s principal objective is to help the Government identify
how to assist the USG maximise its economic share of, and
integration with, mining supply chains into the future.
This project should therefore inform the future policy responses of
the State Government, as well as clarify the respective roles and
actions required by industry, the Federal Government and Local
Governments/RDAs in the future. The project objectives were to:
1. Identify the key supply chain opportunities for industry in the
USG from growth in the mining sector (see Section 1.8);
2. Determine the future needs of mining and major
developments and the capacity of industry to meet those
needs (Section 1.7);

Stage 1 — Industry desktop analysis (July—September 2011);
-

A preliminary report was provided to the Minister for
Regional Development and Economic Development
Board, which informed subsequent project stages.

•

Stage 2 — Targeted stakeholder engagement (October—
November 2011);

•

Stage 3 — Industry survey of mining and mining services
companies (December—January 2012); and

•

Stage 4 — Survey analysis and report (February - March 2012).

1

Some delays arose through the project period as a result of machinery
of government changes.
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The summary of project
findings identifies a vision
for future growth of the
region, a number of
industry drivers
contributing to that
growth, as well as actions
for governments.

1.3

Project overview and key messages

The figure below identifies key findings from the initial industry analysis, the stakeholder consultation and survey results.
This ‘snapshot’ and the context of the key project findings are explored in the body of this report.
Existing industry hub capability and capacity
The USG already has a number of hub characteristics, including:
(1) broad scope of industrial services available locally;
(2) critical scale, asset / infrastructure on which to build;
(3) local service industry;
(4) established service infrastructure (health, education, training); and
(5) high quality of life and amenity within established towns.

The significant existing industrial capacity around the Power Station
(Port Augusta), Smelter (Port Pirie), Steelworks (Whyalla) and
existing and future mining (e.g. Olympic Dam) provides critical scale
and platform for growth.
Town infrastructure, both ‘hard’ and ‘soft’, and the established
service sector, can support sustainable communities.

The future vision for region as a mining services 'hub’
Continue to serve the current industrial base
with
increasing
focus
on
mining
development projects for economic growth

Grow
or attract
high-value
added
internationally competitive manufacturing
and mining services industries

Develop and 'upskill' the regional skills
base through a combination of public and
private training

High level of industry integration with
mining, EPCM and major contractor supply
chains

Increased coordination and consolidation
amongst industry to achieve scale and
scope on key projects

Leverage high quality social infrastructure
for sustainable regional communities

Future industry drivers for regional economic growth
‘Alliancing’ strategies between USG firms
and new entrants to build new, world class
capabilities/competencies. Consolidation to
create critical economies of scale
Window of opportunity for industry to invest
in skills and productivity for new contracts

Improved sophistication and flexibility of
industry to contract to the high standards
required by miners and EPCM s

Miner/EPCM projects and contracting
practices allowing pre-qualification and
appropriate scale for regional participation

Employment growth driving increased
regional population and economic activity,
including through skilled migration

Improved information sharing by project
proponents to inform workforce planning,
procurement, and infrastructure planning

Rec 2# Improving the capability of USG and
South Australia mining services companies
to contract with the mining industry

Rec 3# Skills, training and workforce
development

Recommendations for governments
Rec 1# Regional development coordination
and implementation
Rec 4# Common use infrastructure
investment

Rec 5# Land availability and zoning
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The mining sector in South
Australia is the biggest
export sector.
South Australia is ranked
in the top 10 international
mining jurisdictions in the
Fraser Institute’s Annual
Survey of Mining
Companies.
Operating and prospective
mines are geographically
spread across the State
and the USG is ideally
located to service a large
proportion of these mines.

1.4

SA mining sector context

The mining industry is South Australia’s biggest export sector.
With a generous minerals endowment, including 40% of the
world’s known uranium resources, and supportive regulatory
policy, significant investment in new projects and ancillary
infrastructure is expected over the coming years.

The projected growth in the mining sector is underwritten by the
strong pipeline of project development opportunities, listed below.
The map and pipeline of projects highlight the significant
economic opportunity for South Australia in general, from growth
in the mining sector and, due to its strategic location and existing
capability, the USG region in particular.

The Government of SA has actively promoted the growth of the
mining sector in recent years through its ‘Plan for Accelerating
Exploration (PACE)’ initiative. The PACE initiative and other
factors have seen the State earn a top-10 ranking in the Fraser
Institute’s survey of over 70 international mining jurisdictions.
Operating and prospective mines are geographically spread across
the State (refer map below). In many cases, the USG region is
ideally located to provide services to most prospective projects.

Source - Primary Industries and Resources SA; GHD Analysis

© 2012 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG
International”), a Swiss entity. All rights reserved. Printed in Australia. KPMG and the KPMG logo are registered trademarks of KPMG International. Liability limited by a scheme
4
approved under Professional Standards Legislation

Upper Spencer Gulf Heavy Industry Hub
1.5
Analysis of supply chain
opportunities identified
significant scope of service
located in the USG,
significant growth
opportunities, and a
number of key issues
explored further through
industry consultation.

Supply chain opportunities for the USG

An initial desktop analysis of companies and suppliers in the
Upper Spencer Gulf was undertaken around a number of
standardised industry classifications, outlined below.
Service

Description

Metal Fabrication

Construction and assembly of metal equipment - including new and
replacement items

Hydraulics and
Pneumatics

Supply, installation and maintenance of fluid and air equipment

Products Supply

Reagents and other mine site consumables

Skills and Employment

Provision of training and recruitment services

Logistics

Provision of contracting and transport sourcing services

Electrical

Provision of electrical trade services

Transport

Provision of haulage services (in-gate and out of gate)

Cranes and rigging

Provision of cranage and ‘at height’ labour services

Telecommunications

Provision of supply and installation of telecommunications infrastructure
and services

Environmental

Provision of environmental monitoring and assessment services

OHS

Provision of OHS management services

Labour Hire

Provision of on-site contractors not part of site employee workforce

Certification

Provision of equipment certification services

Engineering – Design

Provision of consulting design services

Engineering –
Manufacturing

Provision of services for the manufacture of metal goods - not fabrication

Engineering - Control
Systems

Provision of engineering services for implementation and maintenance of
SCADA and other control systems

Engineering - Project
Management

Provision of project management services

Construction –
Earthworks

Provision of earthwork services for the preparation of sites for construction
activity

Construction - Structures

Construction and erection of site based structures

Engineering - Facilities
Management

Provision of asset management services

Industrial cleaning

Provision of cleaning services for heavy industrial fixed and mobile
equipment

Equipment supply

Supply of site equipment - such as mining machinery - fixed and mobile

Equipment servicing

Provision of hydraulics, engine repair, workshops, diesel mechanics, spare
parts and warehouses

Engineering support

Provision of technical support requirements such as small equipment, lab
testing, environmental sampling, surveys etc

Other
Services not defined above – for example traffic management
Source - Based on Global Maintenance USG Inc (2008), GHD Analysis

These formed the basis of the subsequent stages of analysis, as
well as classifications for the industry survey.

1.6

Demand for services

Analysis of services demanded by mining projects indicated the
following:

•

Types of services demanded by mines tend to be similar
across the construction and operational phases for different
types of mines, output levels and scale of operation (with
the exception of construction only activities eg earthworks).

•

The types of services demanded are dependent on the type
of operational activities on-site, such as processing and
beneficiation, which demand higher levels of services.

•

The level of demand was different across the construction
and operational phases, and by the scale of operations and
type of mine.

•

Construction based services, such as fabrication and
equipment supply had a higher level of demand during the
construction phase due to the need to develop site physical
infrastructure and source equipment to facilitate operations.
However, once a mine becomes operational, and
construction based services decline, these services shift to
provide replacement and maintenance activities.

•

While there is a decline in construction-based services once
a mine becomes operational, the support and supply type
services such as equipment servicing and products supply
ramp up significantly. These services provide ongoing
support to mining activities for the remainder of the mine
life, which over the longer term generates significant
demand. The level of these services is, as a result,
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Analysis of supply chain
opportunities identified
significant scope of service
located in the USG,
significant growth
opportunities, and a
number of key issues
explored further through
industry consultation.

dependent on the type of operations that occur onsite, the
scale of operations, and the number of mines operating in
the catchment areas.

1.7

Local supply and demand issues

To identify the potential for supply of services, identify gaps in
demand and supply, and observe the relative balance of capacity
(based on revenue) of suppliers providing to the USG services
catchment, a high-level analysis was undertaken.
The results of this analysis provide an estimated supply vs
demand balance of services for the region.

•

Significant long-term potential for demand exists for support
services such as equipment servicing and engineering
support.

•

Additional areas of high demand potential are in labour hire,
industrial cleaning and facilities management, as there will
be a significant increase in the number of people and built
infrastructure required to support future operations in the
longer term.

•

The level of service capacity provided by current suppliers to
the USG mines appears evenly distributed on an aggregate
revenue basis. This is likely to be a result of larger
diversified companies. It would appear, based on this highlevel analysis, that there is the potential for a shortfall in
support service capacity which may be filled by in-house
resourcing or has the potential to translate into opportunities
for organisations located in the USG.

•

As this high level analysis based on revenue is an indication
of capacity, we are not able to understand the ability of
organisations to deliver a suitable service level to meet
demand. As a result, further analysis is required to ascertain
the ability of service providers to meet demand.

Based on the level of information available from desktop
research, the analysis involved the following supply evaluation:

•

Identification of private firms providing services to the
mining industry.

•

Identification of services provided by supplier firms and
mapped the service offering to the listed services.

•

Identification of revenue for each service provider.

•

Identification of service provider points of presence (local
USG, state, domestic or international).

The results of the analysis illustrated on the next page show
that:

•

The majority of mining related services are delivered in
some way by the existing service providers.
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Local services supply vs. demand - indicative
Mine development
scenarios are difficult to
forecast and rely on a
range of macroeconomic,
market, and project
specific factors.
However, the high value
supply chain sectors of
interest are the same
under alternate mine
development scenarios.

•

labour hire and skills;

•

industrial cleaning;

•

equipment servicing;

•

engineering – support;

•

engineering – facilities management;

•

cranes and rigging; and

•

metal fabrication (not necessarily as high value, but key area
for further analysis given the existing industry capability /
capacity in the region).

The views of these sectors regarding constraints to growth
should be given particular weight and viewed in the context of
the sizable growth opportunities they represent.
Source - GHD Analysis

1.8

High value supply chain opportunities

The above graph also indicates the likely high-value areas of
demand, by expenditure 2.
The level of demand under alternate mining project
development scenarios is difficult to forecast and relies on
numerous macroeconomic, project-specific, and market
variables. However, the high value services areas remain the
key service areas of interest for the USG as well as South
Australia more broadly under alternate development scenarios.
The high value areas of demand identified in the initial desktop
analysis paper was a key focus through the survey, namely:

2

An alternate approach would be to consider industry gross value
added as a proxy for industries with potentially higher wages.
© 2012 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG
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1.9
Key themes from
stakeholder consultation
include:

•

•
•

•
•
•
•
•
•

There is a regional hub
which is developing in
response to existing
demand.
Mining suppliers want
a diversified business.
The existing Olympic
Dam operations and
other mines are the
short to medium term
focus of USG
businesses.
There will be ongoing
opportunities from the
mining sector.
Industry coordination
exists.
Labour (skilled and
unskilled is a major
concern).
Network infrastructure
development is
required.
Land supply is not an
issue.
Contracting
management and
practices need
development.

Key themes from stakeholder consultation

•

Thirty-four stakeholders were consulted in a series of
one-on-one interviews and workshops, including USG
businesses, major industry, miners, Local Governments,
Regional Development Authorities (RDAs), and a regional labour
hire company.

-

The results of the stakeholder consultation and industry survey
are summarised below.

•

Mining suppliers want diversified businesses. A consistent
theme arose around industry not wanting to place an
over-reliance on individual major projects.

•

USG businesses’ short to medium term focus is not solely
the Olympic Dam expansion. The principal medium term
opportunities for the USG are existing Olympic Dam
operations (approximately $1 billion per year for 8-9 years),
Eyre Peninsula iron ore projects in the next 3-5 years, and
projects in the Braemar province in the long term.

•

Stakeholders did not consider that there is a critical window
to secure initial contracts. They did not believe that, if
unable to secure initial contracts, they would be ‘locked out’
or at a competitive disadvantage.

•

Industry coordination is already common, and stakeholders
cited cases where there is coordination and joint bidding to
manage periods of peak demand and extend capacity
(e.g. fabricators coordinating with competitors where they
otherwise have insufficient capacity).

•

Sourcing of labour, trades, and skills is a significant issue for
miners and service providers, however general operators
and trades assistants might be a bigger issue than skilled
trades for mines and mining service providers.

Specific infrastructure investments were not cited as a
constraint to growth. There was a more general call for
infrastructure investment in projects such as duplication of
the national highway to Port Augusta, deep-sea port
infrastructure, the Port Augusta Bridge, and sealing of
‘Yorkey’s Crossing’.
This was echoed by Local
Governments/RDAs.
Advice from the Department of Planning, Transport and
Infrastructure is that analysis of the business cases for
these projects will be publicly released soon. However,
even under high-growth mining scenarios, the costs
outweigh benefits by around 10 to 1 (ie BCR = 0.1).

•

Land supply, availability and zoning issues were not cited as
a concern, but should be under constant review by Local
Governments.

•

More sophisticated industries know ‘who their customer is’,
and it will usually be either Engineering Procurement and
Contract Management (EPCM) companies or major
contractors for mining projects.

•

USG industry needs to improve contracting practices
especially around risk management, quality systems and
policy documentation. This is a requirement of major
contractors (i.e. to have sufficient clarity around contract
management, risk management, environmental policy,
OH&S policy and safety management plans).

•

It is critical that industry build contract management
capability to win work with new customers and break into
mining supply chains, particularly since Western
Australia/Queensland companies have experience servicing
the needs of the mining industry.
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-

1.10 Observations from industry survey
A total of 104 responses
from miners and mining
services were received.
Key findings include:

•

•

•

•
•

•

There is a base of a
hub in the region that
forms a foundation for
future development.
Skills, training and
workforce
development is a
constraint to growth.
Potential growth
opportunities may not
bet well understood by
USG suppliers.
Capability and capacity
needs to be proactively
developed.
It is critical that USG
suppliers engage with
major contractors and
EPCMs as this is whom
Miners expect to
engage with.
Industry investment in
the region is significant
with a major capital
spend projected in the
short to medium term.

Over 250 miners and mining services providers were invited to
participate in a survey around regional growth expectations/
scenarios, constraints to growth in the USG region, miners’
contracting practices, and the potential role for each level of
Government and business to realise growth.

These are outlined further below.
Industry growth

•

The 17 miners who responded to the survey plan to spend
over $11 billion on mining projects (capex and opex) over the
next 20 years, with much of this in the next five years.

•

34 mining services providers who responded to the survey
identified a range of growth expectations from 5% per year
over the next five years (low) to much higher, in some cases
to 1000% over 10 years (warehousing and distribution
business). This may suggest that some businesses do not
understand the implications of mining growth on their
business.

A total of 17 miners and 87 mining services companies (from all
parts of the mining supply chain) responded to the survey.
Key findings

•

Skills, training, and workforce development issues were
consistently raised in qualitative comments as a key
constraint to growth of the USG.

•

There was significant economic opportunity from growth in
the mining sector, but many USG businesses may not
understand the growth implications (i.e. where they chose
not to answer the question).

Developing a holistic regional development strategy to
support economic growth and attract families to the
region.

Capacity / capability

•

Only a small portion of miners and service providers
responded with the view that USG capability and capacity
was “sufficient” to meet the needs of growth in the mining
industry.

Miners identified their intentions to source services through
major contractors or EPCMs. This highlights how important
it is that USG suppliers engage these ‘customers’.

•

Service providers were generally more optimistic about their
capability and capacity than miners, which was to be
expected, but only slightly so.

The top issues identified by miners and service providers in
respect of the role for Government related to:

•

Significantly, around 25% of miners and 20% of mining
services providers held “no view” about the capability and
capacity of the USG region in most service areas. This may
be because miners contract indirectly through major
contractors.
However, there may be some level of
information gap in existence.

•

A large proportion of miners and services providers
responded that the USG has potential capability and capacity
over many service areas, however this has to be developed.

•

•

-

Infrastructure to support growth (roads, rail, ports,
electricity); and

© 2012 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG
International”), a Swiss entity. All rights reserved. Printed in Australia. KPMG and the KPMG logo are registered trademarks of KPMG International. Liability limited by a
scheme approved under Professional Standards Legislation

9

Upper Spencer Gulf Heavy Industry Hub
Strategic sourcing expectations
Recommendations for
industry and levels of
governments relate to
5 key areas:

•

1

•

2

3
4
5

Regional development
coordination and
implementation;
Raising the contracting
capability and quality
systems of mining
services providers;
Skills, training and
workforce
development;
Common user
infrastructure
investment; and
Land availability and
zoning.

Miners identified their intentions to source services “from
the USG” or from different contractors (EPCMs or major
contractors).
Although intentions to source some services from the USG
were modest in some cases, across most industries there is
a significant opportunity for local suppliers where miners
identified that services could be sourced “potentially from
the USG”.

•

Similarly, intentions to source “elsewhere in Australia”
suggests significant contestable market opportunities.

•

Respondents identified that many services will be procured
indirectly through EPCMs or major contractors, and this
significant finding suggests that a supplier engagement
strategy is required at that level to ensure suppliers can
respond to the EPCM supply chain.

•

Facilitating access to last mile transport infrastructure, i.e.
adjacent production facilities to connect to the main
network.

We note that specific examples around these points were not
cited in the survey or stakeholder meetings and that
recommending specific infrastructure investments was beyond
the scope of this project.
Industry attraction

•

Despite respondents ranking of attracting major industry to
the region as a key issue, respondents were unable to
identify specific high value activities which should be
attracted to the region which could support growth in the
mining industry and local suppliers.

Government policy responses
A number of issues were identified by both miners and mining
services provider respondents for action, the most prominent
being:

•

Facilitating access to critical transport infrastructure (roads,
rail and ports);

•

Developing a holistic regional development strategy to
support economic growth of the region and attract families
to the region;

•

Facilitating infrastructure to support investment (electricity);
and
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1.11 Recommendations
Recommendations for
industry and levels of
governments relate to
5 key areas:

1
2

3
4
5

Regional development
coordination and
implementation;
Raising the contracting
capability and quality
systems of mining
services providers;
Skills, training and
workforce
development;
Common user
infrastructure
investment; and
Land availability and
zoning.

Recommendations for future action by the Government and key
stakeholders are below. Recommendations were based on the
GHD October 2011 Industry Analysis report and informed
further by stakeholder views and analysis of survey responses.

•

This approach will allow a better understanding of strategic
social and community infrastructure needs and program /
service delivery requirements over the medium term. This
will allow a more coordinated and robust basis for prioritising
future investment by all levels of Government.

•

The strategy should include quantifiable targets and a
mechanism to monitor progress. Regional development
coordination and implementation, enabled by appropriate
governance arrangements, is a critical first step in
addressing the key issues raised by stakeholders and survey
respondents, to attract and keep families in the region as a
source of labour and a key enabler of growth.

•

In recognition of the different regions and local
Governments involved, the Government should consider an
appropriate governance, monitoring and implementation
approach. The approach should be mindful of ‘learnings’
from the Economic Development Board / Kangaroo Island
project, and aligned to Cabinet and Chief Executive-level
taskforces established to progress the Government’s policy
priorities.

Recommendation 1: Regional development coordination and
implementation (Commonwealth, State and local Governments)
The State government should pursue an integrated approach to
regional development initiatives, based on an improved
understanding of strategic social and community infrastructure
needs of the USG communities as a whole. These needs go
beyond the mining industry, and relate to providing public
amenity, services (e.g. education, VET), and both local and
regional infrastructure which contributes to the USG region
being attractive to families as a place to live to support future
growth.

•

There is significant history of government planning around
the USG region’s future needs; both infrastructure
investments and service delivery / programs for the region.
A key focus for all tiers of government should be prioritising
and coordinating actions across the three tiers of
government.

•

Regional economic development objectives should be
pursued for the unified USG as a region rather than on a
town-by-town basis.

•

Improving understanding of the relative priority of
community objectives is a logical ‘next step’ to build on this
project, which has focused on industry stakeholder
engagement.

Recommendation 2:
Raise capability of mining services
suppliers to contract with new customers through support from
industry, industry bodies, State and Local Governments
Industry, supported by governments, should pursue programs to
raise the capability of suppliers to engage with new customers,
such as major contractors and EPCMs, to assist the USG region
capture a greater share of mining projects.

•

This issue was raised in some survey responses but was
more clearly articulated through discussions with miners and
in the industry workshop.

© 2012 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG
International”), a Swiss entity. All rights reserved. Printed in Australia. KPMG and the KPMG logo are registered trademarks of KPMG International. Liability limited by a
scheme approved under Professional Standards Legislation

11

Upper Spencer Gulf Heavy Industry Hub
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4
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Regional development
coordination and
implementation;
Raising the contracting
capability and quality
systems of mining
services providers;
Skills, training and
workforce
development;
Common user
infrastructure
investment; and
Land availability and
zoning.

•

For example, two miners expressed their frustration that
they have a tolerance for paying slightly more (10-15%) to
obtain a local content, however they are unable to have
suppliers pre-qualify for tenders.

•

In particular, there is a pressing need for USG suppliers to
improve the quality of their contract documentation to a
level where they can engage major contractors.
For example, around:
- Contractor management procedures / policy;
- Quality management systems;
- Risk management;
- OH&S policies; and
- Environmental policies.

•

Although this is primarily an industry responsibility, there
may be benefits in the Government making some short-term
co-investments in this area, for example to show
‘demonstration effects’ to suppliers or assist in the
development of pre-qualification ‘packs’ or similar to educate
suppliers.

•

However, before a specific program is considered or
designed, these issues need to be validated further in
discussions with EPCM and major contractors with the
undertaking of further analysis of the ability of service
providers to meet the future demands.

•

Discussions with miners and EPCMs should test the type of
minimum requirements that they would usually require for
their subcontractors to ‘pre-qualify’ for tenders. As an initial
step, survey respondents could be contacted to register
their interest in any such program. The objective would be
to fulfil pre-qualification requirements and improve their
contracting and quality management systems and
documentation, rather than assist businesses win work.

•

There are a number of potential delivery strategies for any
future program in this area. For example, the Resources
Engineering Skills Alliance with its industry board structure
may be able to leverage its industry linkages, and the
Industry Capability Network may be placed to coordinate
local supplier strategies and programs. There are a number
of others parties who might also deliver programs.

•

Although the Government could choose to deliver programs
to provide some ‘demonstration effects’ to industry,
ultimately, suppliers will have to develop the requisite
technical capacity and scale to compete with interstate and
overseas companies who will be entering the SA market
targeting mining projects.

•

It is also important that miners and EPCMs actively engage
suppliers of local content and to work with them to prequalify for tenders. For example, by (1) providing prequalification advice; (2) ensuring the size of procurement
packages are accessible; and (3) providing sufficient lead
times to suppliers to respond to opportunities.

•

In addition to industry-wide programs, specific supplier level
initiatives around capability matching, supplier ‘health
checks’ and audits of capability and capacity, could also form
part of industry and government’s program activities in this
area.

•

This should also include further analysis of high value areas
of supply where services might be sourced from the USG
region and the potential for a scan of Foreign Direct
Investment opportunities and targets to grow the region’s
capability and capacity where these may support the local
service industry. These may identify firm level growth
strategies, or identify clustering, coordination or
consolidation opportunities.
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governments relate to
5 key areas:

1
2

3
4
5
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services providers;
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Common user
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Land availability and
zoning.

Recommendation 3: Skills, training and workforce development
(Industry, State and Commonwealth Governments)
The State Government should consider tasking the Resources
and Engineering and Skills Alliance (RESA) with coordinating the
workforce planning analysis and activities of disparate groups,
and sharing information between parties (industry associations,
clusters, and Local Councils). This coordinating structure, and
workforce planning activities undertaken on its behalf, should
inform government training funding and prioritisation for the
mining and engineering industries, with a focus on USG towns.

•

Skills, training and workforce development was one of the
most prominent issues from stakeholder consultations and
survey responses.

•

All tiers of government have a significant role to play in this
area, in particular:
- The State Government has an active role in training and
commenced a number of initiatives already (see below).
It has an important role around through workforce
planning, making demand forecasts and data available to
stakeholders, and ensuring the workforce planning
informs the efficient allocation of public training funds
through TAFE SA and VET providers;
-

-

The Commonwealth and State Governments make a
considerable financial investment in training activities
each year, including through its recently announced
Skills for All (State Government), Skills for All Australia
(Commonwealth) packages. There is also considerable
investment by the Commonwealth in universities.
Local Government and Regional Development Australia
Committees bring an ‘on the ground’ appreciation of
critical skills gaps and workforce needs of local industry.

•

Despite the readiness of all governments to consider active
strategies, uncertainty exists around work force
development strategies of major employers. For example,
the yet to be released BHP-Billiton Workforce Development
Plan will have implications for training needs more broadly.
Understandably, governments are cautiously waiting for the
release of this plan to calibrate future training programs.

•

However, there are a number of initiatives already
underway, including investment through Regional TAFE SA,
planning and development of programs by RESA, a State
application to the Commonwealth Education and Investment
Fund for $15 million (to establish a heavy vehicle training
capacity and diesel maintenance workshop in Port Augusta),
and several initiatives at the Regional Development Australia
level.

•

The common element to these workforce planning and
training initiatives is that they are pursued separately, with
there being no group taking a holistic view of industry
workforce planning to inform training needs and subsequent
government funding decisions.

•

In view of this, the Government should consider tasking
RESA with coordinating the workforce planning analysis and
activities of disparate groups, and sharing information
between parties.

•

The key principles for this initiative should include (1) to
bring all workforce planning for the mining and engineering
sectors within the purview of a RESA-led coordinating
group; (2) for there to be a high level of industry ownership
of workforce planning, which can separately inform
governments (State and Federal) funding of training;
(3) to share and disseminate information to encourage
collaboration and reaching consensus industry positions; and
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(4) to proceed cautiously with workforce planning in the
short-term, in recognition that greater information about the
workforce development strategies of major employers, such
as BHP-Billiton, need to be better understood before further
work is undertaken in this area.

Recommendations for
industry and levels of
governments relate to
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3
4
5

Regional development
coordination and
implementation;
Raising the contracting
capability and quality
systems of mining
services providers;
Skills, training and
workforce
development;
Common user
infrastructure
investment; and
Land availability and
zoning.

strategy of working with project proponents to understand
their needs and undertake the analysis required to ‘prove up’
those business cases.

•

The State Government in partnership with infrastructure
proponents and providers should actively engage the
Commonwealth and Infrastructure Australia on funding
opportunities and alternate funding models, where
appropriate and consistent with the State’s broader
infrastructure priorities.

•

In particular, Ports infrastructure investment remains an area
where there is a risk of sub-optimal outcomes or ‘market
failure’ and therefore significant opportunity. Common use
port infrastructure investment can deliver massive
economies of scale, focus public investment at selected
sites (rather than multiple sites), and bring down the
development costs for new mining projects.
This is
particularly true where there are a number of ‘junior’ miners
for whom dedicated port infrastructure is uneconomic due
to high fixed costs involved. As such, there may be an
industry coordination rationale for State Government to
assist facilitate a solution that meets the needs of multiple
stakeholders.

•

An optimal supply chain solution is more likely to involve
common use infrastructure where there is a mix of more
junior miners, medium term projects, and lower value
minerals projects being developed – these circumstances
are consistent with the characteristics of the mining project
profile in SA and underscore the potential ‘market failure’ in
ports development.

Recommendation 4: Common use infrastructure investment
(State and Commonwealth Governments, industry)
The State Government should actively work with industry to
develop and re-evaluate the business cases for public and
common-user infrastructure and pursue Commonwealth and
Infrastructure Australia funding opportunities, where these are
consistent with the state’s broader priorities.
Opportunities for industry coordination around ports
infrastructure investment should remain a key issue in view of
the potential for market failure or sub-optimal market outcomes.

•

The future infrastructure needs of the region and mining
sector will be significant, as identified in the survey,
stakeholder consultations, and the Resources and Energy
Sector Infrastructure Council (RESIC) Infrastructure Report
2011. Infrastructure investment will comprise a combination
of privately funded infrastructure and may also include
common user infrastructure delivered in partnership with
State Government.

•

Infrastructure investment was cited by survey responses as
one of the highest order issues requiring a Government
response. However, in many cases, the specific projects
identified need further development of their business cases
before they can be considered economic.

•

As a principle, there should be a continual reassessment of
potential options for coordinating investment in common
use infrastructure. This should be through an ‘active’
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body to prioritise future strategies. This body could also be
charged with monitoring these issues, working with
Department of Planning and Local Government as
appropriate.
Where future industrial, commercial and
housing land supply issues are identified this should then
inform future Ministerial Development Plan Amendments for
implementation by local Governments.

Recommendation 5: Land availability and zoning (State and local
Governments)
The State Government should closely monitor the market for
land in the USG, i.e. the availability and cost of land, and ensure
there are a range of housing, commercial and industrial block
sizes available for development. The State should stand ready
to work with Local Councils on the rezoning of land to ensure
the USG region’s competitiveness for development.

•

Stakeholder consultations and survey responses all raised
land use planning and zoning as a key responsibility of State
and local Governments.

•

A key objective of the planning regime should be to ensure
the availability of competitively priced land, and that land
supply keeps pace with growth.

•

General feedback from stakeholders was that there was no
immediate planning or land supply issue for either industry
attraction or housing, however that this situation could
change quickly, particularly given evidence of some
speculative real estate investment from eastern states
occurring already (following the Olympic Dam Indenture Act
announcement).

•

As such, it is important that State and Local Governments
maintain close watch over the land market, the availability
and cost of land, while ensuring there are a range of
housing, commercial and industrial block sizes available for
development.

•

The broader Regional Development Coordination and
Implementation
approach
(Recommendation
1)
recommends establishing a governance and coordination

Other issues - What not to do
The stakeholder interviews and survey responses suggest that it
is not necessary for the Government to:

•

Pursue an ‘industry hub’ based on an industrial land
development strategy/approach. Stakeholders and survey
respondents did not identify key land-related constraints to
growth.

•

Pursue specific immediate infrastructure investments to
remove growth constraints or otherwise facilitate
development.
The specific investments opportunities
identified were undeveloped and lacked an economic
business case, or were not identified through stakeholder
engagement or in the industry survey.
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This report provides the
results of the feasibility
study into establishing the
USG as a heavy industry
hub to service the future
needs if the mining
industry.
An extensive survey and
consultation process has
been undertaken with a
range of stakeholders.
An in-depth industry
desktop analysis has also
been undertaken.
The results of the survey
and the associated analysis
provide a wealth of
knowledge to assist future
policy development and
actions for all relevant
stakeholders.

2 Project context
2.1

Background to the heavy industry hub
feasibility study

Prior to the March 2010 state election, the Government
committed to undertaking a feasibility study into understanding
the opportunities for establishing the Upper Spencer Gulf (USG) as
a heavy industry hub to service the future needs of the mining
industry.
The Department of Trade and Economic Development (later
transitioning to the Department of Primary Industries and Regions)
commissioned KPMG and GHD to assess the feasibility of
developing such a hub. This report represents ‘Stage 1’ of that
project and is focussed on understanding the region and the key
issues of industry through consultation with industry and
stakeholders.

2.2

1. Identify the key supply chain opportunities for industry in the
USG from growth in the mining sector;
2. Inform future Government policy in relation to the USG region,
in particular around supporting alternative ‘hub concepts’;
3. Identify key actions for the State Government, as well as by
industry, Federal Government and Local Governments/RDAs;
4. Identify any future economic benefits; and
5. Make findings to inform ‘Stage 2’ of the Government’s work
in this area.
The purpose of the study was not to recommend specific capital
or recurrent investment for the region.

Project objectives

The study’s principal objective is to assist the USG maximise its
economic share of, and integration with, mining supply chains into
the future.
This project should therefore inform the future policy responses of
the State Government, as well as clarify the respective roles and
actions required by industry, Federal Government and Local
Governments/RDAs in the future. The objectives of the study
were to:
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The mining sector in South
Australia is the biggest
export sector.
South Australia is ranked
in the top 10 international
mining jurisdictions in the
Fraser Institute’s survey.
Operating and prospective
mines are geographically
spread across the State
and the USG is ideally
located to service these
mines.

2.3

Overview of the SA mining sector

The mining industry is South Australia’s biggest export sector.
With its generous minerals endowment, including 40% of the
world’s known uranium resources, and supportive regulatory
policy, significant investment in new projects and ancillary
infrastructure is expected over the coming years.

The projected growth in the mining sector is underwritten by the
strong pipeline of project development opportunities, listed below.
The map and pipeline of projects highlight the significant
economic opportunity for South Australia in general, from growth
in the mining sector and, due to its strategic location and existing
capability, the USG region in particular.

The Government of SA has actively promoted the growth of the
mining sector in recent years through its ‘Plan for Accelerating
Exploration (PACE)’ initiative. The PACE initiative and other
factors have seen the State earn a top-10 ranking in the Fraser
Institute’s survey of over 70 international mining jurisdictions.
Operating and prospective mines are geographically spread across
the State (refer map below). In many cases, the USG region is
ideally located to provide services to these prospective projects.

Source - Primary Industries and Resources SA; GHD Analysis
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The project progressed
through four stages:

•

Industry desktop
analysis

•

Targeted stakeholder
engagement

•

Industry
survey
of
mining and mining
services companies

•

Survey analysis and
report preparation

2.4

Project scope and approach

The project was progressed through four stages, outlined below 3.

•

Stage 1 — Industry desktop analysis (July—September 2011);

•

Stage 2 — Targeted stakeholder engagement (October—
November 2011);

•

Stage 3 — Industry survey of mining and mining services
companies (December—January 2012); and

•

Stage 4 — Survey analysis and report (February 2012).

There are discussed in further detail below.

2.4.1

Industry desktop analysis

The initial industry desktop analysis focussed on:
(1) USG and existing industrial capacity;

2.4.2

Targeted stakeholder engagement

Key stakeholders were identified in discussion with the
Department of Primary Industries and Regions SA (PIRSA)
executives. Stakeholders included developers of major mining
projects, USG industry representatives, industry associations,
Local Governments and Regional Development Australia
Committees (RDAs).

•

Stakeholder
consultations
comprised
predominantly
one-on-one interviews as well as group workshops held in
Port Augusta and Whyalla.

•

Findings from the stakeholder consultation were progressively
reported to both PIRSA and the Economic Development Board
(EDB) (December 2012).

•

Stakeholder consultation feedback informed the design of the
industry survey.

(2) SA mining sector, growth scenarios, and service needs;

The targeted stakeholder engagement sessions had the following
objectives:

(3) Supply chain analysis; and

•

This initial analysis, its key findings, and how they informed the
consultation and survey were delivered in a separate report and
presented to the Minister for Regional Development and the
Economic Development Board in September 2011.

To introduce the USG hub project to key stakeholders and
seek input to the project, with the objective of interest, ‘buy
in’, and ultimately some level of support for a potential ‘hub
concept’;

•

Key findings relevant to this second report are reproduced in
Section 4.

To seek stakeholder views on the issues affecting investment
in the region, constraints to sourcing services from the region,
and foreshadow the industry survey;

•

Opportunistically explore issues of relevance to stakeholders
which arose, which could inform the survey or other projects;

•

Identify barriers to the USG realising its economic potential as
a services ‘hub’; and

(4) Case study analysis of the Hunter Valley and Mt Isa regions.

3

Some delays arose through the project period as a result of machinery
of government changes.
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•
The project progressed
through four stages:

•

Industry desktop
analysis

•

Targeted stakeholder
engagement

•
•

Industry
survey
of
mining and mining
services companies

Inform the Minister, the EDB and PIRSA.

This process allowed a refinement of the survey scope, initiation
of dialogue with key stakeholders which can be built on in the
future, and assisted in the identification of stakeholders who could
offer support for the project and for greater engagement as the
project progresses.

2.4.3
•

Survey analysis and
report preparation

•

Industry survey — mining and mining services
companies

A total of 253 mining companies and mining services
providers were contacted and invited to participate in an
industry survey.
Survey targets comprised businesses located in the USG,
ASX-listed mining services companies, private mining services
companies operating in Western Australia, Queensland, and
New South Wales, and mining and exploration companies
with interests in South Australia.

The objectives of the survey were to:

•

Provide an evidence base to support any Government policy in
relation to the USG;

•

Collect industry views on how the development of
Government policy can support the ‘hub concept’, and have
industry identify the key attributes of a regional hub;

•

Inform a future investment attraction strategy, with a focus on
high value industries;

•

Capture results which PIRSA can revisit in the future;

•

Move early to establish a hub concept as soon as practical for
a ‘signal’ to industry looking to relocate; and

•

Identify barriers that need to be overcome to unlock economic
value to the region.

To achieve these objectives, the survey scope was based around
the following:
For mining company respondents

•

Testing the GHD analysis as it applies to the SA mining project
pipeline, around
-

In house/outsource of services; and

-

Potential for regional sourcing.

•

Identifying perceptions about the existing supply capacity and
barriers to greater regional sourcing; and

•

Identifying broad metrics around capital investment and timing
of projects.

For mining services industry respondents

•

Local USG industry — understanding existing supply capacity,
growth potential, barriers to expansion, and how Government
policy can support their growth; and

•

Mining services providers elsewhere in Australia —
understanding the scale required for regional supply, other
factors which will influence their investment decision, and
their current assessment of the regional potential of the USG.
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Survey analysis and report (February 2012)

•

The survey results were analysed in particular with regard to
the different issues and perceptions of miners and mining
services providers.

•

Survey results were analysed to answer questions about
subsets of respondents, and to cross-reference and compare
responses between particular questions.

•

The ‘raw’ data source will provide a useful reference to PIRSA
for additional data analysis in the future.

•

A report for the Department and the Minister for Regional
Development was prepared taking into account all of the
available information.
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Prior to the project the
Government had no
preconceived notion of its
role in facilitating the
development of a hub.
To maximise the depth of
the feedback, stakeholders
were encouraged to put
forward all ideas.
Three hypotheses to
alternative hub concepts
were tested:
1

Industrial land
development.

2

Regional infrastructure
investment.

3

Regional development
strategy approach with
a mix of policy and
program support.

3 Hypotheses and alternate ‘hub concepts’
Alternate ‘hub concepts’ were discussed with executives from the
Department of Primary Industries and Regions (PIRSA).
Early discussions with PIRSA clarified that there was no
preconceived notion of the particular role envisaged for the
Government to assist the region to operate as a ‘hub’, and that
‘what industry needs to grow’ should be something identified by
industry rather than Government.
In this respect, the stakeholder consultation has been open to
input and ideas from stakeholders with no area considered
‘off limits’.
However, discussions with PIRSA executives identified that there
were three broad alternatives to support the ‘hub concept’, and
these are outlined below.

3.1

Hypothesis 1: Industrial land development

Hypothesis 1 relates to any Government assistance required to
overcome market failure or planning failure issues associated with
the supply of appropriately sized and serviced land for industrial or
commercial use.
Stakeholder consultations and the survey design were intended to
elicit respondent views about:

•

The supply, size, level of infrastructure servicing and price of
land available in the region; and

•

Whether there were planning constraints or other regulatory
barriers to future growth in industrial / commercial areas
within the USG.

Land use planning is a key area for State and Local Governments.
Various potential Government policy responses and tools are
available to address these types of issues, where they are
identified.

3.2

Hypothesis 2: Regional infrastructure project
investment

Hypothesis 2 relates to potential Government assistance required
to overcome market or regulatory failure around infrastructure
provision, or to identify possible public infrastructure investments.
Stakeholder consultation and survey questions were designed to
elicit responded views about:

•

Infrastructure constraints to growth;

•

Infrastructure investments with high public benefits; and

•

Infrastructure which would benefit multiple users.

Governments are typically effective at infrastructure planning and
project delivery and have experience delivering or facilitating a
range of infrastructure investment types.
Findings around
infrastructure provision or facilitation were anticipated as potential
outcomes from the initial feasibility report.
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Prior to the project the
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To maximise the depth of
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3.3

Hypothesis 3: Regional development
strategy approach with mix of policy and
program responses

•

Identify strategies to attract and retain workers and their
families to the region, for example through improved service
delivery in health and education, public amenity, and education
and training pathways.

Hypothesis 3 relates to the need for a broader regional
development strategy as an outcome from the feasibility study.
This hypothesis relates to a perception that, historically, towns
have ‘competed rather than cooperated’. However, with the
common economic opportunities that now present, it may be
necessary to take a holistic regional view of planning rather than a
town-by-town approach.
A regional development strategy could be required to:

•

Communicate to industry a shared vision for the future growth
of the region, based on growth in the mining services sector
but also including other economic development strategies;

•

Openly engage a broader range of stakeholders on the key
issues for the region, providing a robust basis for Government
policy response (rather than based on sector engagement);

•

Identify strategic investments;

•

Quantify key targets for the region, as well as an appropriate
delivery and monitoring mechanism to ensure the objectives
of the strategy are realised;

•

Identify Government strategies and program delivery issues to
support growth of the region through a holistic assessment of
regional needs, based on the future vision for the region;

•

Undertake detailed analysis of the issues that will arise as
industry adapts to change and becomes ‘mining-centric’,
identifying actions for industry / associations, State and
Federal Government; and
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4 High value supply chain opportunities for USG industry
Analysis of the USG
Region‘s supply capability
across standard industry
categories identified a
wide scope of services
available in the region
Analysis of potential
sources of demand
identified high value areas
of demand, supply chain
‘gaps’, a number of key
issues to be explored in
consultation and through
the survey.

4.1

Approach

The initial desktop analysis identified key issues to be explored in
the stakeholder engagement and industry survey phase.
Analysis of existing companies and suppliers in the Upper
Spencer Gulf around standardised industry classifications was
undertaken, outlined below
Service

Description

Metal Fabrication

Construction and assembly of metal equipment - including new and
replacement items

Hydraulics and
Pneumatics

Supply, installation and maintenance of fluid and air equipment

Products Supply

Reagents and other mine site consumables

Skills and Employment

Provision of training and recruitment services

Logistics

Provision of contracting and transport sourcing services

Electrical

Provision of electrical trade services

Transport

Provision of haulage services (in-gate and out of gate)

Cranes and rigging

Provision of cranage and ‘at height’ labour services

Telecommunications

Provision of supply and installation of telecommunications infrastructure
and services

Analysis of these service types identified some key issues:

•

high value areas of demand;

•

where mining services are likely to be provided ‘in house’ or
outsourced; and

•

of those outsourced services, the potentially ‘contestable’
mining services which could be provided from the USG or
Adelaide.

These results also informed future project stages. In particular,
for construction of a more sophisticated survey questionnaire and
identifying issues for the consultation / engagement stage.

4.2

Demand for services

Engineering – Design

Provision of consulting design services

Engineering –
Manufacturing

Provision of services for the manufacture of metal goods - not fabrication

To illustrate the potential for services demanded by mining
companies, analysis was undertaken to identify where long term
demand for services may exist in the USG services catchment
areas. The analysis involved the following demand evaluation:

Engineering - Control
Systems

Provision of engineering services for implementation and maintenance of
SCADA and other control systems

•

Engineering - Project
Management

Provision of project management services

Construction –
Earthworks

Provision of earthwork services for the preparation of sites for construction
activity

Identification of sources of services demand – operating
mines and those under construction based on the PIRSA
(2011) mine project pipeline.

•

Identification of the key features and status of each project
including start and finish times of construction and operations.

•

Estimation of long-term time horizon (to 30 years) demand for
services.

Environmental

Provision of environmental monitoring and assessment services

OHS

Provision of OHS management services

Labour Hire

Provision of on-site contractors not part of site employee workforce

Certification

Provision of equipment certification services

Construction - Structures

Construction and erection of site based structures

Engineering - Facilities
Management

Provision of asset management services

Industrial cleaning

Provision of cleaning services for heavy industrial fixed and mobile
equipment

Equipment supply

Supply of site equipment - such as mining machinery - fixed and mobile

Equipment servicing

Provision of hydraulics, engine repair, workshops, diesel mechanics, spare
parts and warehouses

Engineering support

Provision of technical support requirements such as small equipment, lab
testing, environmental sampling, surveys etc

Other
Services not defined above – for example traffic management
Source - Based on Global Maintenance USG Inc (2008), GHD Analysis
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The analysis indicated that:
Analysis of the USG
Region‘s supply capability
across standard industry
categories identified a
wide scope of services
available in the region
Analysis of potential
sources of demand
identified high value areas
of demand, supply chain
‘gaps’, a number of key
issues to be explored in
consultation and through
the survey.

•

•

Types of services demanded by mines tend to be similar
across the construction and operational phases for different
types of mines, output levels and scales of operation, with the
exception of construction only activities such as earthworks.
The types of services demanded are dependent on the type of
operational activities planned to occur on-site, such as
processing and beneficiation, which demand higher levels of
services.

•

The level of demand was different across the construction and
operational phases, and by the scale of operations and type of
mine.

•

Construction based services, such as fabrication and
equipment supply had a higher level of demand during the
construction phase due to the need to develop site physical
infrastructure and source equipment to facilitate operations.
However, once a mine becomes operational, and construction
based services decline, these services shift to provide
replacement and maintenance activities.

•

While there is the decline in construction-based services once
a mine becomes operational, the support and supply type
services such as equipment servicing and products supply
ramp up significantly. These services provide ongoing support
to mining activities for the remainder of the mine life, which
over the longer term generate significant demand. The level
of these services is, as a result, dependent on the type of

operations that occur onsite, the scale of operations, and the
number of mines operating in the catchment areas.

4.3

Local supply and demand issues

To identify the potential for supply of services, identify potential
gaps in demand and supply, and observe the relative balance of
capacity (based on revenue) of suppliers providing to the USG
services catchment a high-level analysis was undertaken.
The results of this semi-quantitative analysis provide illustrative
supply / demand balance of services for the region.
Based on the level of information available from desktop research,
the analysis involved the following supply evaluation:

•

identification of private firms providing services to the mining
industry;

•

identification of services provided by supplier firms and
mapped the service offering to the listed services;

•

identification of revenue for each service provider; and

•

identification of service provider points of presence (local
USG, state, domestic or international.
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The results of the analysis illustrated below show that:
Analysis of the USG
Region‘s supply capability
across standard industry
categories identified a
wide scope of services
available in the region
Analysis of potential
sources of demand
identified high value areas
of demand, supply chain
‘gaps’, a number of key
issues to be explored in
consultation and through
the survey.

•

The majority of mining related services are delivered in some
way by the existing service providers.

•

Significant long term potential for demand exists for support
services such as equipment servicing and engineering support

•

Additional areas of high demand potential are in labour hire,
industrial cleaning and facilities management, as there will be
a significant increase in the number of people and built
infrastructure required to support future operations in the
longer term.

•

The level of service capacity provided by current suppliers to
the USG mines appears evenly distributed on an aggregate
revenue basis. This is likely to be a result of larger diversified
companies. It would appear, based on this high-level analysis,
that there is the potential for a shortfall in support service
capacity which may be filled by in-house resourcing or has the
potential to translate into opportunities for organisations
located in the USG.

•

As this is a high-level analysis based on revenue as an
indication of capacity, we are not able to understand the ability
of organisations to deliver a suitable service levels to meet
demand. As a result, further analysis is required to ascertain
the ability of service providers to meet demand. Therefore, it
is suggested that this be included as part of the stakeholder
consultation process.

Figure 1 –Illustration of services supply vs. local demand

Source - GHD Analysis

4.4

High value supply chain opportunities

The above graph also indicates the likely high-value areas of
demand, by expenditure.
Although the level of demand under alternate mining project
development scenarios is difficult to forecast and relies on
numerous macroeconomic, project-specific, and market variables.
However, the high value services areas remain the key service
areas of interest for the USG as well as South Australia more
broadly under alternate development scenarios.
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Analysis of the USG
Region‘s supply capability
across standard industry
categories identified a
wide scope of services
available in the region
Analysis of potential
sources of demand
identified high value areas
of demand, supply chain
‘gaps’, a number of key
issues to be explored in
consultation and through
the survey.

The high value areas of demand identified in the initial desktop
analysis paper was a key focus through the survey, namely:

•

labour hire and skills;

•

industrial cleaning;

•

equipment servicing;

•

engineering – support;

•

engineering – facilities management;

•

cranes and rigging;

•

metal fabrication (not necessarily as high value, but key focus
industry due to existing industry capability / capacity in USG
region).

The views of these sectors regarding constraints to growth should
be given particular weight and viewed in the context of the sizable
growth opportunities they represent.
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Targeted consultation was
undertaken with a broad
group including
representatives from:

•

Industry groups

•

Miners

•

Regional businesses
and industries

•

Local Government

•

State Government
agencies.

The results of the
consultation provide a
wealth of information on
which to base the
observations contained in
this report.

5 Targeted stakeholder consultation — findings
5.1

Stakeholders consulted

19 REXCo
20 Whyalla Hose and Fittings

Targeted consultation was undertaken with a mix of
representative industry groups, miners, regional industry and
businesses, and local Governments. One-on-one meetings and
telephone interviews were held with the following:

23 Port Augusta Transport Hub

Industry groups

24 Better Home Supplies Port Augusta

21 Aurecon
22 Peter Clift Transport

25 Business Port Augusta

1

SA Chamber of Mines and Energy

2

Australian Industry Group

26 Jones LangLaSalle

3

Resources Engineering Skills Alliance

Local Government and Regional Development Authorities

4

Upper Spencer Gulf Global Maintenance Group

27 Whyalla Council

Industry and business

28 Port Augusta Council
29 Port Pirie Council

5

OzMinerals

6

BHP-Billiton

7

Liebherr

8

Genesee Wyoming

32 RDA – Whyalla and Eyre Peninsula

9

Arafura Resources

State Government agencies

30 RDA - Far North
31 RDA - Yorke and Mid North

10 E&A Contractors

33 Department for Planning, Transport, and Infrastructure

11 Link Engineering

34 Minerals Regulation Division of the Department
Manufacturing, Innovation, Trade, Resources, and Energy

12 Leighton Contractors

for

13 Veolia

35 TAFE Regional SA

14 SJ Cheesman

Stakeholders had the opportunity to express their views during
consultation sessions. Most stakeholders requested some part of
their feedback to remain ‘anonymous’. Stakeholders were also
invited to make follow up contact with the project team on any
issue regarding the project after the consultation sessions.

15 Gadaleta Steel Fabrication
16 McMahon Services
17 Transfield Services
18 Max Cranes
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Consultation discussions
facilitated feedback under
a number of broad themes
and questions.

5.2

There was ample
opportunity for all
participants to raise any
issue they felt was
pertinent.

However, the project team focussed on covering the following
broad themes and questions:

Key issues tested in consultation discussions

Consultation discussions were unrestricted and participants raised
issues as they felt necessary and pertinent to the study.

•

What are the relative strengths, weaknesses, opportunities
and threats for growth in the region?

•

What are the key growth opportunities?

•
•

•

•

5.3

Stakeholder feedback

Contextual issues raised by stakeholders
Stakeholders identified
consultation meetings.

a

range

of

contextual

issues

in

These are summarised in the following sections as:

•

Upper Spencer Gulf regional ‘SWOT’ analysis;

•

Operational and contracting arrangements in the mining
industry; and

What are the high value industries for the region?

•

Misinformation and addressing common misconceptions.

What are the key barriers / risks to increasing investment in
the region?

Potential actions and responsibilities identified by stakeholders

-

Land supply, zoning, planning.

-

Labour, skills and training.

-

Infrastructure constraints and investment requirements.

What is the current status of development projects and what
are the implications (i.e. project developments, businesses’
response, relevant Council and Government initiatives)?
What is the appropriate response by stakeholders to maximise
future investment in the region? What should the role be for
industry / businesses, the State Government and agencies,
the Federal Government and Local Government and RDAs?

Stakeholder feedback was collected relating to realising growth in
the Upper Spencer Gulf region and in particular the potential
actions for and responsibilities of:

•

miners and industry;

•

mining services providers;

•

the State Government;

•

the Federal Government; and

•

Local Governments and RDAs.
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The SWOT analysis from
the consultation sessions
identified key
characteristics of the USG
Region.

5.4 Regional ‘SWOT’ analysis from consultation sessions
Stakeholders identified the following characteristics of the USG Region.
Strengths

Weaknesses

Opportunities

Threats

•

•

•

•

•
•
•
•

•

Significant existing heavy
industry capability and
capacity, and support industry

•

Pro-development community
Steel fabrication infrastructure
Geographic proximity to mining
provinces
Training infrastructure (High
School Trade Centre, TAFE,
private providers operating in
region)
Committed Local
Government and RDAs

•
•
•

•
•
•

•
•

Lack of trust between potential
competitors
Lack of firm leadership for joint
bidding and coordinating local
industry responses

•

Lack of deep sea port for
importing products

•
•

Lack of a skilled labour force
Proximity to Adelaide labour
market may see employers
hiring outside the region rather
than within it, and this will push
up wages and prices

•

•

Challenges in attracting
workers to the region
Social infrastructure
(education, health) and town
amenities

•

Existing and developing major
projects (Olympic Dam,
Prominent Hill, Eyre Peninsula)
Grow the scale of operations,
through industry consolidation

•

Indigenous employment
Attraction of skilled migrants to
the region (457 visas)
Industrial diversification away
from Olympic Dam and
existing industry to new
projects
Compared with mine sites, the
USG may be an attractive
place to live and raise a family.

•
•
•

Bypass of the USG,
i.e. goods/services may be
cheaper from Adelaide or
overseas
Retention. Churn of skilled
labour does not encourage
investment in skills,
apprentices, etc
Fly in fly out
Loss of workers. Labour rates
well below Western Australia
and Queensland.
Future of existing industry
base unclear

In the medium to long term
former mine workers may wish
to settle in the USG

Whyalla, Port Pirie and Port
Augusta identify with different
regions (Eyre Peninsula,
Northern Region, Mid North).
Also reflected in the RDA
structure
Townships compete rather
than coordinate
Lack of gas capacity required
for further industrial expansion
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•

Common misconceptions
include:

5.5

•

Stakeholder feedback was particularly clear on certain issues
around which there are sometimes misconceptions. These are
outlined below.

Industry ‘has been burnt’ in the past by focussing on large
project opportunities, such as the Alice Springs to Darwin rail
line and the previous expansion of Olympic Dam, at the
expense of also pursuing other growth opportunities. There is
a reticence to do this again.

Industry’s focus in the short to medium term is the Olympic Dam
expansion project

Industry needs to improve its coordination to access bigger
projects

•

Although the initial work for Olympic Dam is significant, it is
not considered the main opportunity as in many cases the
nature of the work (removal of overburden) is limited and
there is an expectation of on-site provision of many support
services.

•

Industry sources cited cases where they routinely coordinate
for joint bidding and to manage periods of peak demand and
extend their capacity (e.g. fabricators coordinating with their
potential competitors where they would otherwise have
insufficient capacity).

•

The principal medium term opportunities being focussed on by
industry in the USG are:

•

Industry feedback was that businesses would contract in a
variety of ways, for example as a direct contractor to a major
customer such as BHP-Billiton, Nyrstar, or OneSteel. They
may also contract to a lead contractor (e.g. such as Leightons),
or as part of consortium, e.g. for scale to service major
industrial shutdowns.

•

•
•
•
•

The Olympic Dam
expansion is the sole
focus in the short to
medium term.
Industry and mining
suppliers are focused
solely on the Olympic
Dam expansion.
Local industry is not
well coordinated.
The majority of
workers will need to
be in skilled trades.
Specific infrastructure
investments are a
constraint to growth.
Land and zoning issues
are a constraint to
growth.

•

Addressing common misconceptions

-

the existing Olympic Dam operations (approximately $1bn
per year for the next 8-9 years); and

-

burgeoning iron ore projects on the Eyre Peninsula in the
next 3-5 years.

Industry did not agree the hypothesis that there was a single
window in which to secure ‘initial’ contracts. They did not
believe that if they were unable to secure such contracts they
would be ‘locked out’ or at a significant competitive
disadvantage in the future.

The priority of industry and mining services suppliers is to
participate in the Olympic Dam expansion projects

•

A consistent theme arose around industry not wanting to
place an over reliance on major projects like Olympic Dam
expansion.

The majority of labour shortages for mines and mining services
will be in skilled trades

•

Miners highlighted that on a site (e.g. 400 people) the vast
majority of the labour requirements will be ‘general operators
and that there may only be a few mining engineers, project
managers, diesel mechanics and electricians.

•

Mining services providers / industry also highlighted that the
skills shortages are ‘trades down’. However, there is still a
substantial need for a pipeline of apprentices, particularly
given likelihood of labour churning to mines.
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Common misconceptions
include:

•

•

•
•
•
•

The Olympic Dam
expansion is the sole
focus in the short to
medium term.
Industry and mining
suppliers are focused
solely on the Olympic
Dam expansion.
Local industry is not
well coordinated.
The majority of
workers will need to
be in skilled trades.
Specific infrastructure
investments are a
constraint to growth.
Land and zoning issues
are a constraint to
growth.

Key infrastructure investments are required to address constraints
to growth

•

Industry did not cite specific infrastructure bottlenecks as a
constraint to growth, nor were specific infrastructure
investment projects identified.

•

There was an industry call for more ‘general’ infrastructure
investment in projects such as duplication of the highway to
Port Augusta, deep-sea port infrastructure, the Port Augusta
Bridge, and sealing of ‘Yorkey’s Crossing’. This was echoed
by Councils.

•

Advice from the Department of Planning, Transport and
Infrastructure is that the most recent analysis of the business
cases for some of these projects will be publicly released
soon as part of the Port Augusta Road Management Plan,
including for:
-

sealing ‘Yorkey’s Crossing’;

-

upgrade or duplication of the Port Augusta bridge; and

-

duplication of the highway to Port Augusta.

•

There was a general recognition that this is a key area for
Government and Councils and a ‘watch issue’, to ensure there
continues to be a supply of appropriately sized and zoned sites
for industrial and commercial development.

Industry needs to crack BHP-Billiton’s supply chain (see next
section).

•

The following section provides some further information about
contracting in the mining industry and the implications for
industry in the USG.

•

In summary, there are a number of potential supply chains to
major development projects and this will require industry in
the USG to (amongst other things) lift the quality of their
contracting to contract successfully with EPCMs and major
contractors. This is explained further in the next section.

However, even under high-growth mining scenarios, the
Department of Planning, Transport and Infrastructure estimates
that the costs of these projects outweigh the benefits by
approximately 10 to 1, or have a benefit-cost ratio of 0.1.
This suggests that these are not economic and would not be an
efficient use of Government funds.
Land supply and zoning issues are a concern

•

Issues around land availability, being appropriately zoned and
sized was not cited as an immediate concern by stakeholders
in consultation.
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Mining service suppliers in
the USG have a good
understanding of who the
customer is.
Stakeholders identified a
number of areas that could
involve Government.
These include:

•
•
•
•

A medium term plan
for social services.
Investment in training
and skills.
Transition to a greater
focus on major
contractors.
Network infrastructure
upgrades

Stakeholders identified a
number of focus areas for
industry/industry groups
including greater
collaboration and
marketing.
Stakeholders identified a
number of focus areas for
Local Government ‘land’
and town amenities.

5.6

Contracting arrangements in the mining
industry

A key theme arising out of the discussion with mining services
suppliers in the USG was that there is a sophisticated
understanding of ‘who the customer is’.
The larger suppliers in the USG region cited examples of providing
services and contracting with final ‘buyers’ in a number of ways.
For example:

•

A large contractor in the USG may supply BHP Olympic Dam
operations either directly, through a major lead contractor, or
as part of some consortia. This will depend in part on the size
and nature of the services, e.g. being more routine or
maintenance in nature or being part or a major capital
program.

Importantly, for major development and capital programs, it is
more likely that there will be involvement of an EPCM or major
contractor. This is depicted below.

For major development projects (or strategic reasons), major
contractors may relocate to the USG region (for example,
Leightons has purchased a manufacturing and machine fabrication
plant in Whyalla). For smaller projects, major contractors may
sub-contract to local suppliers.
The implication for USG suppliers is that particular focus needs to
be on either:

•

marketing and
chains; and/or

•

gaining sufficient scale and scope of operations (for example
through acquisition / industry consolidation) to exert greater
market power in dealings with lead contractors. 4

5.7

Major contractors
(e.g. John Holland, Thiess, McMahon
Services, McConnell Dowell)
Upper Spencer Gulf Suppliers

to

major

contractor

supply

Stakeholder identified role for Government

Stakeholders identified the following issues as matters that could
have a role for Government.

•

Governments need to demonstrate a medium term plan for
social services in the region (including health services, school
expansions and programs, and university and trade pathways).
A program to retain skilled migrants, such as ‘international
baccalaureate’ programs, could be considered.

•

Training and skills investment. In particular, Government
programs and investment which addresses trades shortages
and provides vocational education and training opportunities.

Major development project or mining
operation
Engineering, Procurement, and Contract
Management companies
(e.g. Fleur, Bechtel, Jacobs)

access

4

Alternately, USG suppliers may consolidate to compete directly for
smaller development projects or compete at the EPCM level. However,
given the scale of major contractor operations (i.e. with Australia-wide
operations and significant and established contractor supply chains), this
appears unlikely.
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Mining service suppliers in
the USG have a good
understanding of who the
customer is.

•

Stakeholders identified a
number of areas that could
involve Government.
These include:

•
•
•
•

A medium term plan
for social services.
Investment in training
and skills.
Transition to a greater
focus on major
contractors.
Network infrastructure
upgrades

Stakeholders identified a
number of focus areas for
industry/industry groups
including greater
collaboration and
marketing.
Stakeholders identified a
number of focus areas for
Local Government ‘land’
and town amenities.

•

•

Assist industry transition to a greater focus on mining and
major contractor clients. This relates to:

5.8

Stakeholder identified role for industry /
industry groups

-

coordination models and activities to grow capacity to joint
venture; and

Stakeholders identified the following issues as matters that could
have a role for industry or industry group resolution.

-

management systems to support project and contract
management, quality systems, and OH&S and risk
management. This will support winning new contracts
and gaining access to major contractor supply chains.

•

Sealing of ‘Yorkey’s Crossing’, increasing Port Augusta bridge
capacity (or duplicate), and duplicate the national highway
from Adelaide to Port Augusta.

-

•

Support regulatory policy or processes which reduce costs of
electricity augmentation to new land divisions, e.g.
Jamestown $2 million for 80 blocks in an industrial park
development.

•

Facilitate investment in new gas transmission infrastructure to
attract new industry to the region, for example, gas to Arafura.

•

Assist the University of South Australia (or others) deliver
increased course offerings in the region, providing an
education pathway which is attractive to families and young
adults.

•

Subsidise wide load charges and permits.

•

Look at the industry participation policy in relation to future
Cultana training area investments. (Commonwealth issue).

Industry needs to achieve the right product offerings including
for scale, safety, service levels, and other requirements that
will meet major contractor requirements.

•

This will involve a ‘culture shift’ from the familiar practices
involved with servicing the region’s existing industry base.

Industry needs to work together to achieve critical scale and
scope, and this is a key aspect of winning large contracts.
-

This will require flexibility around contracting practices,
improved sophistication around contract management, and
a general requirement for large industry to step in as the
‘natural leaders’ in the region (e.g. to take the lead in joint
venture arrangements and with insurances, legals, etc).

-

Consolidation for scale and scope, e.g. E&A Contractors
purchased ICE and LINK Engineering businesses.

Marketing and engagement with major contractors and
EPCMs.
-

Significant opportunities are expected to occur through
major development projects which may utilise the services
of EPCMs and major contractors. This is a key market
segment to be engaged / targeted by industry in the USG.

-

In particular, suppliers in the USG need to improve the
documentation and engagement policies; contractor
management policies, risk management, project
management, OH&S policy, and environmental policies.
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Mining service suppliers in
the USG have a good
understanding of who the
customer is.
Stakeholders identified a
number of areas that could
involve Government.
These include:

•
•
•
•

A medium term plan
for social services.
Investment in training
and skills.
Transition to a greater
focus on major
contractors.
Network infrastructure
upgrades

Stakeholders identified a
number of focus areas for
industry/industry groups
including greater
collaboration and
marketing.

5.9

5.10 Other observations

Stakeholder identified role for Local
Government and RDAs

Stakeholders also identified the following issues as matters that
Local Government and RDAs might address.

•

Land use planning to continue to allow
appropriately sized parcels of land to market.

•

Rezoning and planning changes to allow additional road / rail
intermodal(s).

•

Coordinate wider community consultation on economic
development issues, to develop a shared vision about the
towns / region into the future.

•

•

delivery

of

Town amenity and public use assets (main streets,
parks/reserves, community and sporting facilities) to improve
the attractiveness of the town to families (a source of labour).
Re-zoning of land for growth in housing stock, to ensure land
prices do not escalate beyond reach of workers.

The future direction of skills and training issues will be heavily
dependent on the strategies of major employers.
For example, the release of the BHP-Billiton Workforce
Development Plan for the Olympic Dam expansion. As of
February 2012, it has not been released. It will be necessary to
undertake further work around this document to understand:

•

how BHP-Billiton plans to contract services, and the
implications it will have for the employment of staff
(i.e. through major contractor(s) or ‘in-house’);

•

the likely recruitment strategies / approaches to be employed;

•

the training and development activities delivered to support
growth;

•

the demand on existing training programs in the region and
Adelaide; and

•

the implications for other employers in the region, e.g. wages,
trades availability, etc.

Stakeholders identified a
number of focus areas for
Local Government ‘land’
and town amenities.
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Mining service suppliers in
the USG have a good
understanding of who the
customer is.
Stakeholders identified a
number of areas that could
involve Government.
These include:

•
•
•
•

5.11 Stakeholder feedback — assessment
Through the consultation and engagement process, the
consultation team challenged and tested the representations of
stakeholders.

•

A medium term plan
for social services.
Investment in training
and skills.
Transition to a greater
focus on major
contractors.
Network infrastructure
upgrades

Stakeholders identified a
number of focus areas for
industry/industry groups
including greater
collaboration and
marketing.
Stakeholders identified a
number of focus areas for
Local Government ‘land’
and town amenities.

•

Representations which appeared to represent narrow
interests, were inconsistent with other industry sources, and
in general were considered to be less persuasive included:
-

‘general’ public infrastructure projects (‘Yorkey’s Crossing,
Port Augusta Bridge Upgrade, and duplication of the
highway from Port Wakefield to Port Augusta);

-

port investment to allow import of heavy industrial goods
in a more finished state;

-

gas transmission infrastructure to Whyalla; and

-

subsidisation of wide load charges / permits.

-

the importance of understanding the training and skills
issues that are within the remit and influence of industry
and Government, and those which are not (i.e. because of
national or global markets for some skill sets); and

-

the role for Government in facilitating and coordinating
common user port infrastructure investment, and that
there should be an active strategy to explore investment
opportunities, rather than a ‘wait and see approach’.

Representations that were illustrated by specific cases,
confirmed by other stakeholders, and took a balanced and
broader view of issues and were subsequently more
persuasive included:
-

the need to engage EPCM and major contractors as a key
‘purchaser’ or services from USG suppliers;

-

the need to improve quality management systems and
policy documentation requirements, to meet the
standards of EPCMs, major contractors, and miners.

-

the importance of town amenity and creating community
environments with access to services and public
amenities which are attractive to families (as a source of
labour);
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A total of 253 mining
companies and mining
service providers were
invited to participate in the
survey.
A total of 104 respondents
were received.
The initial analysis and
interpretation of the
responses are outlined in
this report.
With time further analysis
and interpretation is
possible.

6 Industry survey — results
Target respondents
A total of 253 mining companies and mining services providers
were invited to participate in the survey, comprising:

•

•

123 businesses located in the USG (either registered with the
Industry Capability Network of South Australia or members of
the USG Global Maintenance Group);
62 ASX-listed mining services companies with operations
across Australia;

•

12 private mining services companies currently operating in
Western Australia, Queensland, and NSW mining regions; and

•

56 mining and exploration companies with interests in South
Australia.

A full list of respondents invited to participate in the survey is
provided in Appendix A.5.
Survey objectives

•

move early to establish a hub concept as soon as practical as a
‘signal’ to industry looking to relocate; and

•

identify barriers that need to be overcome to unlock economic
value to the region.

Survey results
The survey results are presented in the following sections.
The results represent an analysis/interpretation of the information
provided by respondents and include for each area,
interpretations, observations, selected qualitative comments
received from respondents and potential policy implications
(where relevant).
It necessarily summarises results in categories explained in the
analysis. This is an initial report of findings, and with time further
analysis and interpretation can be developed and the ‘raw data’
manipulated in additional ways.

The survey objectives were to:

•

provide an evidence base to support any Government policy in
relation to the USG;

•

collect industry views on how Government policy can support
the ‘hub concept’, and have industry identify the key attributes
of a regional hub;

•

inform future investment attraction strategy, with a focus on
high value industries;

•

capture results which the Department can revisit in the future;
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The respondents represent
a reasonable cross section
of the potential pipeline of
mining development
projects which may source
services from the region.

6.1.1

Figure 4: Years to prospective mine begins operation

Survey respondents
Profile of miners

A total of 19 miners responded to the survey and 17 answered all
questions.
The following figures reflect the profile of the miners who
responded to the survey.

% respondents

Figure 2 Respondents with a prospective mine
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Figure 5: Life of prospective mine

No, 21%
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Figure 3: Years to construction of prospective mine
70%
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6.1

63%

% respondents

A total of 19 miners
responded to the survey.
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Unsure at
this time
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Key observations

32%

30%
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•

Mining company respondents represent the key development
projects of interest to the USG industry / businesses.

•

Respondents represent a combination of imminent
(i.e. <2 years) and medium term projects (2-5, and 6-10 years).

5%

10%

0%

0%
< 2 years

3-5 years

6-10 years > 10 years
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A total of 19 miners
responded to the survey.
The respondents represent
a reasonable cross section
of the potential pipeline of
mining development
projects which may source
services from the region.

Qualitative comments received
•

Not applicable

Policy recommendations and implications
•

Mining company responses represent a reasonable cross
section of the potential pipeline of development projects in the
region. The survey results presented below should be viewed
in this light.
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The respondents represent
a reasonable cross section
of the service providers
within the industry

6.1.2

Figure 7: Existing operations in the USG region

Profile of mining services providers

70%

A total of 87 mining services providers responded to the survey.

Yes, 62%

60%
50%

Table 6: Respondents from each mining services category

No, 38%

40%

Mining service

Service
providers

Products Supply

34

Engineering support

18

Metal Fabrication

31

Logistics

17

Skills and Employment

27

Equipment servicing

16

Yes

Engineering - Manufacturing

27

Engineering - Facilities Mgmt

16

Engineering - Project Mgmt

26

Engineering - Control Systems

16

Key observations

Transport

25

Construction - Earthworks

15

Mining service

Service
providers

% respondents

A total of 87 mining service
providers responded to the
survey.

Equipment supply

25

Occupational Health and Safety

14

Engineering - Design

24

Environmental

12

Construction - Structures

22

Telecommunications

10

Electrical

21

Labour Hire Certification

10

Hydraulics and Pneumatics

19

Industrial cleaning

6

30%
20%
10%
0%
No

•

The survey respondents represent a range of mining services
areas.

•

The survey responses were received from companies
currently operating in the USG (62%), as well as in other parts
of Australia who have an interest in servicing the USG.

•

The full list of respondents is contained in Appendix A.5.

Qualitative comments received
•

Not applicable

Policy recommendations and implications
•

The range and number of respondents provides a reasonable
basis for assessing sub-categories of service providers in
subsequent analysis.
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In respect of existing mines what is the estimated recurrent
operating and maintenance expenditure per annum?

•

In respect of prospective mines what is the total construction
and capital expenditure prior to mine production/operation?
(including ancillary and supply chain infrastructure)

•

•

Survey respondents’ planned capital and operating
expenditure over the next 20 years represents over $11 billion.
This represents significant economic opportunity for the USG.

•

A significant spend (predominately capital) will be incurred
within the next 5 years.

•

The operating and capital expenditure profile shown in the
graph is likely to underestimate the projected spend of
respondents because:

In respect of prospective mines what is the recurrent
operating and maintenance expenditure over the mine’s life?

-

The survey provided for reporting capital expenditure by
‘bands’, with the highest being “$500 million+”.
As 12 of 17 respondents answered in this category the
total Capex has the potential to be underestimated.

-

The survey provided for reporting of operating expenditure
in a similar way, with the highest being “$20 million+”.
As 6 of 6 existing mines, and 14 of 17 prospective mines
fell into this category the total Opex has the potential to be
underestimated.

-

Notwithstanding the potential underestimation, the results
demonstrate a very significant opportunity in the region.

Figure 8: Planned mining project expenditure of respondents
Estimated CAPEX and OPEX of survey respondents over next 20 years
(based only on mining survey respondents (Feb 2012)
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Qualitative comments received

600

•

“Operating expenditure is likely to be higher if on-site power
generation for processing is used (if unable to grid connect).”

•

“Opex will be dependent on the tonnes extracted /
processed.”

•

These comments highlight potential variability in forecast
Opex.
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2013

Mining services/suppliers
were more optimistic than
Miners on the level of skills
in the USG.

•

2012

Skills in the USG were
seen by all respondents as
a major concern to meet
expected mining growth.

Key observations

Industry growth expectations and scenarios

Miners were asked a number of questions:

Mining expenditure ($M)

Miners identified there was
potential capability /
capacity in a range of
service areas.

6.2

Total estimated CAPEX
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Policy recommendations and implications
Miners identified there was
potential capability /
capacity in a range of
service areas.
Skills in the USG were
seen by all respondents as
a major concern to meet
expected mining growth.

•

Respondent
projects
represent
significant
planned
expenditure occurring in South Australia and economic
opportunity for the USG. The survey results should be
considered in this light. A broader range of respondents and
responses would have identified additional spending and
economic opportunity for the USG.

Mining services/suppliers
were more optimistic than
Miners on the level of skills
in the USG.
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Miners identified there was
potential capability /
capacity in a range of
service areas.
Skills in the USG were
seen by all respondents as
a major concern to meet
expected mining growth.
Mining services/suppliers
were more optimistic than
Miners on the level of skills
in the USG.

6.3

Upper Spencer Gulf Capability and Capacity

6.3.1

Mining company responses

Key observations
•

Mining companies (miners) were asked whether service providers
in the USG had capability/capacity to meet expected mining
growth. The results are reflected in the following graph.

Except engineering design, respondents identified that the
USG currently had some capability and/or capacity (or had
potential) to supply a range of mining related services.

•

No respondent identified there was sufficient “skills and
employment services” in the USG region.

Figure 9: USG capability and capacity — miners’ views

•

Many sectors had around 50% “unlikely” or “no view”
responses. This represents a significant opportunity for those
industries to engage mining companies on their capabilities.

0%

20%

40%

60%

80%

100%

Metal Fabrication

Qualitative comments received

Hydraulics and Pneumatics
Products Supply
Skills and Employment

•

One miner expected to engage a range of services from
Adelaide due to scale, with the exception of utilising USG for
earthworks and cranes.

•

“Lack of major project skills in South Australia (or knowledge
of those services) is likely to result in ‘East Cost’ / Western
Australian businesses being considered more favourably as
suppliers.”

•

“South Australian mine developments remain high cost
compared to Pilbara, which has significant economies of scale.
This will limit development of low value mineral reserves.”

Logistics
Electrical
Transport
Cranes and rigging
Telecommunications
Environmental
Occupational Health and Safety
Labour Hire Certification
Engineering - Design
Engineering - Manufacturing
Engineering - Control Systems
Engineering - Project Management

Policy recommendations and implications

Construction - Earthworks
Construction - Structures

•

Engineering - Facilities Management
Industrial cleaning
Equipment supply
Equipment servicing

There are marketing / business development opportunities for
mining services providers to engage and communicate the
existing and potential regional capability and capacity.

Engineering support

Sufficient

Potential

Unlikely

No View
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6.3.2
Miners identified there was
potential capability /
capacity in a range of
service areas.
Skills in the USG were
seen by all respondents as
a major concern to meet
expected mining growth.
Mining services/suppliers
were more optimistic than
Miners on the level of skills
in the USG.

Mining services / supplier responses

Key observations

Mining services providers were asked about the region’s
capability and capacity to meet expected mining growth.
The graph below includes response data from businesses
operating in those industries, and other businesses in integrated
supply chains who answered this question.

•

A low proportion of respondents held the view that the USG is
“unlikely” to have or develop sufficient capability and capacity
suggesting greater acceptance and confidence in the supplier
market.

•

A high proportion (40% in most cases) held “no view” about
the capability and capacity of the USG across service
categories.

•

All services were represented to some extent. This is
sufficient to draw some high level conclusions from the
response data. Suppliers may know their services capability
better than their customers (the miners represented on the
previous page), but may also be optimistic.

Figure 10: USG capability and capacity — mining services
providers’ views
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Metal Fabrication
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Products Supply
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Qualitative comments received

Electrical
Transport

•

Cranes and rigging
Telecommunications

Not applicable

Policy recommendations and implications

Environmental
Occupational Health and Safety
Labour Hire Certification

•

Opportunity to provide infrastructure and mechanisms to
support the marketing of services to the customers.

•

No explicit need to develop “inbound investment” support
due to the recognised potential to develop and expand
services in the region.

Engineering - Design
Engineering - Manufacturing
Engineering - Control Systems
Engineering - Project Management
Construction - Earthworks
Construction - Structures
Engineering - Facilities…
Industrial cleaning
Equipment supply
Equipment servicing
Engineering support
Sufficient

Potential

Unlikely

No View
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The mining industry is
characterised by a high
level of outsourcing, and
this is confirmed in the
expectations of the miners
and mining services
providers surveyed.

6.4

Key observations

Mining activities— ‘in-house’ or outsourcing

Miners and mining services providers were asked about their
expectations of miners performing services ‘in-house’ or
outsourcing

6.4.1

Miner and mining services provider respondents
expectations of miners performing activities ‘inhouse’ or outsourcing

0%

Mining services
20% 40% 60%

Metal Fabrication
Hydraulics and Pneumatics
Products Supply
Skills and Employment
Logistics
Electrical
Transport
Cranes and rigging
Telecommunications
Environmental
Occupational Health and Safety
Labour Hire Certification
Engineering - Design
Engineering - Manufacturing
Engineering - Control Systems
Engineering - Project Management
Construction - Earthworks
Construction - Structures
Engineering - Facilities Management
Industrial cleaning
Equipment supply
Equipment servicing
Engineering support
Perform in-house

Outsource

Miners and mining services providers both anticipate a high
level of outsourcing.

•

There are similar expectations between miners and service
providers across a range of services.

•

This underscores the importance of how services will be
contracted (see next question / section).

Qualitative comments received

Figure 6-11: Miner and mining services provider expectations of
miners performing activities in-house or outsourcing
Miners
-100% -80% -60% -40% -20%

•

•
80%

Miner comments:
-

“Capacity, capability, fit with business model”

-

“Our expectation is to own / operate our mine and
concentrator. All services would likely be outsourced
where possible.
Operations, logistics coordination,
finance control and a core engineering staff utilising
service contractors is our proposed model.“

-

“Mining companies are often inextricably intertwined with
their contractors.
Many of the mining services
opportunities are provided to the mining and/or haulage
contractor automatically.
Not only must the mining
company be educated but also the mining contractors
must embrace the ethos of sourcing goods and services
regionally first and foremost. Often mining services go to
Adelaide businesses as opposed to businesses within the
immediate region. This trend can minimised by increasing
awareness of what goods and services are available within
the region. Eg. a USG mining services directory.”
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The mining industry is
characterised by a high
level of outsourcing, and
this is confirmed in the
expectations of the miners
and mining services
providers surveyed.

•

Service provider comments:
-

“Many Adelaide based companies with serious mining
and applied domain experience have offices elsewhere in
Australia - from where they would draw significant
experience and supply support capacity.”

-

“The greatest challenge for businesses is to gain access
to miners in order to promote what their businesses can
do. How often do miners go to Adelaide or beyond, not
realizing that the service exists locally.”

-

(This comment may demonstrate a lack of awareness
about contracting practices).

Policy recommendations and implications
•

The high level of outsourcing underscores the importance of
better understanding miners contracting intentions (next
section).
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Although miners identified
that a modest level of
services were expected to
be sourced from the USG,
many services could
potentially be sourced
from the USG or elsewhere
in Australia.
This indicates that there is
a significant ‘contestable’
market opportunity for
USG suppliers.
Miners expect to source
the majority of services
through EPCMs.
This highlights the
importance of suppliers
having an EPCM
engagement strategy.

6.5

Key observations

USG regional supply opportunities

Miners were asked their expectations about where they would
source goods and services.
Either directly (USG Region,
potentially from USG, elsewhere in Australia, or globally), or
indirectly (EPCM or major contractor).

6.5.1

•

There are a range of services that miners expect to source
from the USG, but these are generally small.

•

The ‘contestable’ market (the blue bars on the figure) are
substantial in most cases. The opportunity exists for the USG
to gear up, market its capability and attract a bigger share of
the Australian sourced work.

•

There is a significant amount of work that will be sourced
through EPCM and major contractors – so the opportunity
exists for the USG service providers to not necessarily focus
just on marketing to miners, but in some industry sectors,
focus on EPCM and major contractors.

Miners’ sourcing intentions

Figure 1-12: Miners anticipated sourcing approach
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Qualitative comments received – non price factors

Logistics
Electrical
Transport
Cranes and rigging

•

“Based on experience with our existing mine, much of the
engineering and construction services would utilise Adelaide
based organisations due to the size of the works required,
with the exception of earthworks, cranes, and some labour.”

•

“Key issues with sourcing locally include labour supply
(quality/skills); understanding of customer needs (e.g. HSEC);
the scale of present businesses and their inability to scale up.”

•

“Capability and reliability. If a local company can provide this
and be within 10-15% we will (and do) secure locally.”

•

“The most important considerations are the capacity to
perform services to the required health, safety, environmental
and community standards of our Company.”

•

“We evaluate services contract based on (1) OHS procedures
and history, (2) quality systems, (3) schedule / program,
(4) capability knowledge and experience (5) pricing. Provided

Telecommunications
Environmental
Occupational Health and Safety
Labour Hire Certification
Engineering - Design
Engineering - Manufacturing
Engineering - Control Systems
Engineering - Project…
Construction - Earthworks
Construction - Structures
Engineering - Facilities…
Industrial cleaning
Equipment supply
Equipment servicing
Engineering support
USG Region

Potentially sourced USG region

Elsewhere in Australia

Globally

Indirect through EPCM contract

Indirect through major contractor

© 2012 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG
International”), a Swiss entity. All rights reserved. Printed in Australia. KPMG and the KPMG logo are registered trademarks of KPMG International. Liability limited by a scheme
46
approved under Professional Standards Legislation

Upper Spencer Gulf Heavy Industry Hub

Although miners identified
that a modest level of
services were expected to
be sourced from the USG,
many services could
potentially be sourced
from the USG or elsewhere
in Australia.
This indicates that there is
a significant ‘contestable’
market opportunity for
USG suppliers.

that suppliers are able to compete with other organisations on
all of these criteria, then we prefer to use local suppliers.
Unfortunately many smaller regional companies often do not
have the systems and experience with a larger project.”

•

Qualitative comments
support required
•

Miners expect to source
the majority of services
through EPCMs.
This highlights the
importance of suppliers
having an EPCM
engagement strategy.

“Local competency with ability to demonstrate or develop
required management systems of work to meet our company
expectations of OH&S and work quality.”

received – government

“Training and review of companies operating in the local area
to ensure they are aware of the health, safety, and
environment policies and business governance requirements
for any contractors engaged by large companies. Also provide
a list of likely projects and timeframe for smaller businesses in
the region so they are aware who and what is planning to
operate in the region, and who the contact within that
company is.”

•

“Getting onto tender lists requires suppliers to be able to
exhibit systems, procedures and controls particularly around
safety, environment and quality - providing regional firms with
help in these areas will improve their chances of obtaining
work.”

•

“Providing support to SMEs with regards to preparation of
tender documents. Maintaining and/or increasing business
advisory services within the region.”

•

“Sponsored training and development programs for local
suppliers to train them in requirements for standards of work
for large international organisations.”

•

“Skills training - trades, engineering and making the USG an
'attractive' place to live.”

•

“Key issue is retaining families who do not think secondary
education (predominantly) and other services are of a standard
to remain in the region.”

Policy recommendations and implications
•

Highlights the significant opportunity for services which will be
sourced from Australia (as USG suppliers will have a
comparable cost structure).

•

Highlights the importance of having EPCM and major
contractor engagement strategy. This appears particularly
significant for metal fabrication.

•

Qualitative comments highlight non-price factors which are
important in contracting decisions and the potential role for
Government in assisting businesses with contracting policies
(e.g. risk, environment, OH&S).
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Mining services
respondents held a more
optimistic view about local
sourcing of services than
miners.
Mining services
respondent did not appear
to appreciate the
significant role of EPCMs in
major project
developments.

6.5.2

Mining services providers’ sourcing expectations

Mining services providers were asked their expectations about
where miners would source goods and services. Either directly
(USG Region, potentially from the USG, elsewhere in Australia, or
globally), or indirectly (EPCM or major contractor).

Key observations
•

Mining services respondents were generally more optimistic
about miners sourcing from the USG region, potentially from
the USG, or from Australia.

•

Mining services respondents appear not to appreciate the role
of EPCMs in servicing mining projects, expecting significantly
less use of EPCMs than mining respondents. Similarly,
mining services respondents expect a larger role for major
contractors.

•

The number of mining services respondents who expected
services could be sourced potentially from the region was
similar to miner respondents’ expectations.

Industry segment’s sourcing expectations are graphed below.
Figure 1-13: Mining service providers’ sourcing expectations
0%

20%

40%

60%

80%

Metal Fabrication

100%

Hydraulics and Pneumatics
Products Supply
Skills and Employment
Logistics

Qualitative comments received

Electrical
Transport
Cranes and rigging

•

The majority of mining services providers made qualitative
comments recognising non-price factors such as skills,
capability, timeliness, experience in region, reliability and
quality.

•

Mining services made non-specific comments that
government should invest/facilitate infrastructure, skills,
water, electricity, ports, and engineering capacity.

Telecommunications
Environmental
Occupational Health and Safety
Labour Hire Certification
Engineering - Design
Engineering - Manufacturing
Engineering - Control Systems
Engineering - Project Management
Construction - Earthworks

Policy recommendations and implications

Construction - Structures
Engineering - Facilities Management
Industrial cleaning

•

Although difficult to apply findings to the industry, the mining
services providers may need to be educated on the role of
EPCMs.

•

They may be overly optimistic about what they anticipate will
be sourced from the USG or is ‘contestable’. They may also
not appreciate the opportunity and scale of mining projects.

Equipment supply
Equipment servicing
Engineering support
USG Region

Potentially sourced USG region

Elsewhere in Australia

Globally

Indirect through EPCM contract

Indirect through major contractor
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The survey response data
provides significant
opportunity for further
analysis of the ‘raw’ data.

6.6

Survey responses — linking to initial
‘Industry Analysis’ report

The initial GHD ‘Industry Analysis’ report identified two important
areas:

•
•

The likely contestability of mining services industries,
summarised in the table below; and
Potential high value industries requiring further analysis.

The survey results provided some important messages and
insights building on the initial analysis.

6.6.1

•

‘Red balls’ show where services will be sourced globally (or
performed ‘in house’), and should be given less priority in
government policy.

•

‘Orange balls’ are the opportunity and should be explored
through the survey process to understand their issues and
growth constraints.

The opportunity for USG was identified as understanding the high
value ‘orange balls’ and understanding the opportunities for to
‘turn them green’.
Figure 1-15: Potential contestability of mining services

Contestable mining services

The initial analysis of potentially contestable services for USG
suppliers, based on the potential scale of mining projects is
below.
Figure 1-14: Framework for contestable mining services
Always
sourced
locally

Contestable –
sourced locally or
from overseas

Sourcing decision

Cluster activities
locally
How can mining
companies be
encouraged to
source locally?

Always
sourced
from
overseas

Facilitate inward
investment

Always sourced locally

With some development, capabilities will be available locally

Always sourced from overseas

Inward investment is required to develop the capability locally

Contestable – sourced locally or from overseas

•

‘Green balls’ will likely be sourced locally, with little evidence
of market failure or justification for government support.
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The survey response data
provides significant
opportunity for further
analysis of the ‘raw’ data.

Linking to survey results
The survey revealed significant opportunities around services
which are contestable.
Miners responded that many services will be sourced “from the
USG”, “potentially from the USG”, or “from elsewhere in
Australia”. Although “elsewhere in Australia” may have scale in
relation to existing mining, it may be reasonable to expect a
similar cost structure in the USG. These results suggest there are
significant contestable market opportunities for USG mining
services providers.
In addition, the expectations of mining respondents in regards to
use of major contractors and EPCMs suggests that additional
services (ultimately) could be sourced from the USG.
Based on the survey results around existing capability / capacity,
where only a small portion of miners and mining services
providers identified that existing capability / capacity as being
sufficient, it will be necessary to grow the existing scale of USG
industry (and educate EPCM and major contractors about the
current capacity in the region which can be expanded). This will
have implications for supply of appropriately sized/ serviced land.

6.6.2

•

Engineering manufacturing;

•

Engineering – facilities management;

•

Engineering support; and

•

Equipment servicing.

These are discussed below in relation to sourcing expectations.
Similar sector-specific analysis of other responses can also be
undertaken.
Metal fabrication
Figure 1-16: Metal fabrication services — sourcing expectations
70%
60%
50%
40%
30%
20%
10%
0%
USG Region Potentially Elsewhere
sourced in Australia
USG region

High value mining services

The initial GHD Industry Analysis quantified the value of demand
for different services. In discussions with PIRSA, the following
industries were identified as of particular interest:

Key observations

•

Metal fabrication;

•

•

Hydraulics and pneumatics;

•

Skills and employment;

Miner response

Globally

Indirect
through
EPCM
contract

Indirect
through
major
contractor

Service provider response

Miner respondents expect to rely on EPCMs, whereas metal
fabricators had greater expectations that services might be
sourced from the USG region.
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•
The survey response data
provides significant
opportunity for further
analysis of the ‘raw’ data.

This emphasises the need for metal fabricators to have an
engagement strategy for linking into EPCM supply chains.

Skills and employment

Hydraulics and pneumatics
Figure 1-18: Hydraulics and pneumatics — sourcing expectations

Figure 1-17: Skills and employment — sourcing expectations

Hydraulics and pneumatics
70%

Skills and employment
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USG Region Potentially Elsewhere
sourced in Australia
USG region

0%
USG Region Potentially Elsewhere Globally
sourced in Australia
USG region
Miner response

Indirect
through
EPCM
contract

Indirect
through
major
contractor

Service provider response

Key observations

•

Miners and service provider respondents had substantially the
same expectations in relation to sourcing of skills and
employment from the USG region.

•

Importantly, both respondent groups identified significant
opportunities for local sourcing of skills and employment.

Miner response

Globally

Indirect
through
EPCM
contract

Indirect
through
major
contractor

Service provider response

Key observations

•

Miners did not consider hydraulics and pneumatics would be
sourced from the USG Region.

•

Service providers were more optimistic than miners about
hydraulics and pneumatics being ‘potentially sourced from the
USG’.

•

The role of EPCMs was again a key point of divergence
between the expectations of miners and service providers.
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Engineering — manufacturing
The survey response data
provides significant
opportunity for further
analysis of the ‘raw’ data.

Figure 1-19: Engineering - manufacturing — sourcing
expectations

Engineering — facilities management
Figure 1-20: Engineering – facilities management — sourcing
expectations
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Service provider response

Key observations

Miner response

Globally

Indirect
through
EPCM
contract

Indirect
through
major
contractor

Service provider response

Key observations

•

Miners did not consider engineering – manufacturing services
would be sourced from the USG Region.

•

•

This classification is one of the broadest industry
classifications available, and as such it may be difficult to draw
specific conclusions.

Miners and service providers identified that facilities
management services would be likely to be sourced through
EPCMs and major contractors.

•

Service providers also responded (around 30%) of the
potential to source services from the USG.
This may
represent an opportunity for those providers / potential
providers to alliance with other companies to break into EPCM
and major contractor supply chains.

•

However, the role of EPCM contractors provides a key
message to local industry about ‘who the customer is’.
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Engineering support
The survey response data
provides significant
opportunity for further
analysis of the ‘raw’ data.

Figure 1-21: Engineering - support — sourcing expectations

Equipment servicing
Figure 1-22: Equipment servicing — sourcing expectations
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Service provider response

Key observations

•

The engineering support responses identified a range of
approaches to sourcing.

•

The role of EPCMs was again a key point of divergence in the
view of miners and service provider respondents.

Miner response

Indirect
through
EPCM
contract

Indirect
through
major
contractor

Service provider response

Key observations

•

Equipment servicing represents a significant opportunity for
the USG region, with both miners and service providers
identifying that these services may potentially be sourced
from the region.
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The survey response data
provides significant
opportunity for further
analysis of the ‘raw’ data.

6.7

Opportunities for further analysis

The survey has proved to be a rich source of data and has
revealed a number of important elements about miner and mining
services expectations about the future of the USG and the supply
opportunities.
The data results can be manipulated in many ways and further
analysis could be considered by PIRSA around:

•

Miners’ responses being broken down by type, size, region, or
time to development;

•

Service providers not currently in the region being analysed in
greater detail; and

•

Additional analysis of publicly available information about
miners’ prospective projects and comparing their responses.

This analysis can be used by PIRSA, the Industry Capability
Network, and DMITRE staff to start a dialogue with suppliers /
industry on key issues in the future.
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Appendices
A.1

Upper Spencer Gulf – employment and demographics

This appendix provides an outline of labour force and demographic factors relevant to the Upper Spencer Gulf, and how the region is defined
for this study.

A.1.1

Defining the Upper Spencer Gulf (USG)

The definition of the Upper Spencer Gulf (USG), for the purposes of this study, can be restricted to the urbanised population base in and
surrounding the three major cities in the USG: Whyalla, Port Augusta and Port Pirie. The basis for this definition is explained below.
Since the focus of this investigation is on the development of a manufacturing/mining industry service industry, the skills base is therefore
relevant if and only if it is a) located in the region, and b) currently or potentially devoted to manufacturing or mining services. The
predominant economic activity and population base outside of these three cities is both small in number and generally employed in
agriculture and therefore less likely to be significantly involved in manufacturing or mining services – making it less relevant to this study.
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Figure A- 1: Upper Spencer Gulf (USG) Region component Statistical Local Areas (SLAs)
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Source: Department of Planning and Local Government (SA) regions map.

Specifically, the areas included as Upper Spencer Gulf in this study are the Statistical Local Areas named:

•

Flinders Ranges (DC);

•

Mount Remarkable (DC)

•

Port Augusta (C);

© 2012 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG
International”), a Swiss entity. All rights reserved. Printed in Australia. KPMG and the KPMG logo are registered trademarks of KPMG International. Liability limited by a scheme
57
approved under Professional Standards Legislation

Upper Spencer Gulf Heavy Industry Hub
•

Port Pirie C Dists (M) – City;

•

Port Pirie C Dists (M) – Bal; and

•

Whyalla (C).

In the next section, we turn to the size and scale of this region as it is defined here.

A.1.2

Size, scale and nature of the labour force in the USG

The size of the USG Region in terms of labour force in comparison to Adelaide or South Australia as a whole, is quite small. Based on
Department for Education Employment and Workplace Relations, (DEEWR) June 2011 labour force data, the USG has a workforce of
approximately 28,000 possible employees, and as of June 2011, approximately 1,696 were unemployed. This is evidently a small number,
particularly compared to the June 2011 estimate of 35,500 unemployed persons in Adelaide.
Given the size of the workforce, and the relative proximity to Adelaide, at this stage it would appear significantly easier for potential
employers to find skilled (and potentially unskilled) recruits in Adelaide, simply due to the scale difference in the potential pool of possible
jobseekers.
Figure A- 2: USG labour force size with respect to Adelaide and South Australia
Labour Force totals by region, June 2011

N people

1,000,000
800,000
600,000
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South Australia
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Source: Department of Employment, Education, and Workplace Relations (DEEWR) Small Area Labour Market data, June 2011.
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However, this data likely masks several key factors. Firstly, workforce labour estimates do not take into account people who may have left
the workforce (whether due to a decision to no longer look for work or self funded semi-retired older workers). Secondly, this data does not
take into account underemployment: many employees may be employed on a part time basis and record employment per se, but not be fully
employed.
Thirdly, there may be people with skilled backgrounds working in unskilled or wholly unrelated fields: i.e., this data does not take into account
a boilermaker with a background at OneSteel who may now be working as a labourer or truck driver. From a market perspective this may be
an efficient outcome, but for this study this is a critical point: the simple numbers of labour and workforce participation do not reveal the
extent of skilled staff available in other industries that may be employed in future in manufacturing or mining services.
The USG’s unemployment rate appears to be currently higher than the State and Adelaide unemployment rates, though one year ago the
reverse was the case.
Figure A- 3: Upper Spencer Gulf unemployment rates with respect to Adelaide and South Australia

Unemployment rate, per cent

Upper Spencer Gulf unemployment rate, June 2010-2011
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Source: Department of Employment, Education, and Workplace Relations (DEEWR) Small Area Labour Market data, June 2011.
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As a small region relatively close to Adelaide with several relatively large employers, it may be expected that the unemployment rate is more
volatile than that of its larger neighbour. Similarly, it may also be expected that there is a high degree of labour mobility between Adelaide
and the USG: where opportunities present themselves for possible employees currently based in Adelaide, moving to the USG may be a
viable option. Conversely, for jobseekers currently based in the USG, moving to Adelaide for opportunities may also be a viable option.
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Table 1: Upper Spencer Gulf unemployment rates and labour force statistics, June 2010-2011.
Unemployment (N)

Unemployment rate (per cent)

Labour force

Jun

Sep

Dec

Mar

Jun

Jun

Sep

Dec

Mar

Jun

Jun

Jun

2010

2010

2010

2011

2011

2010

2010

2010

2011

2011

2010

2011

South Australia (region)

45,100

44,600

45,500

47,200

47,100

5.3

5.2

5.3

5.5

5.5

847,700

863,800

Adelaide (region)

34,800

34,100

34,900

35,800

35,500

5.5

5.4

5.5

5.6

5.5

627,700

640,300

Statistical Local Area

SLA
Code

Flinders Ranges (DC)

41830

27

27

26

28

28

3.4

3.5

3.4

3.6

3.5

793

789

Mount Remarkable (DC)

44830

33

33

34

34

37

2.2

2.3

2.3

2.3

2.5

1,491

1,484

Port Augusta (C)

46090

387

397

409

453

475

5.6

5.8

6

6.7

6.9

6,942

6,908

Port Pirie C Dists (M) - City

46451

342

349

359

396

415

5.6

5.8

6

6.7

6.9

6,086

6,057

Port Pirie C Dists (M) Bal

46454

65

66

70

76

80

3.7

3.8

4

4.4

4.5

1,772

1,764

Whyalla (C)

48540

521

534

558

622

661

4.9

5.1

5.3

6

6.2

10,700

10,653

1,375

1,406

1,456

1,609

1,696

27,784

27,655

Total Upper Spencer Gulf
USG weighted average
unemployment rate1

5.0

5.1

5.3

6.0

6.1

Source: Department of Employment, Education, and Workplace Relations (DEEWR) Small Area Labour Market data, June 2011. Note: 1The
weighted average is calculated as the average weighted by the labour force for that calendar year (i.e.: the impact of Whyalla on the weighted
average is approximately ten times the impact of the Mount Remarkable SLA).
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A.1.3

Demographics

The population of the area in the USG is approximately 60,000 persons. This is largely comprised of the cities of Port Augusta, Port Pirie and
Whyalla, with Whyalla accounting for one third of the total USG population.

Table 2: USG estimated resident population by SLA, 2005-2009.
Statistical Local Area

2005

2006

2007

2008

2009

Flinders Ranges (DC)

1,765

1,791

1,820

1,828

1,784

Mount Remarkable (DC)

2,933

2,945

2,946

2,958

2,951

Port Augusta (C)
Port Pirie C Dists (M) City
Port Pirie C Dists (M) Bal

14,215

14,444

14,411

14,548

14,669

14,026

14,127

14,191

14,235

14,292

3,642

3,662

3,709

3,722

3,784

Whyalla (C)
Total, Upper Spencer
Gulf

22,170

22,287

22,589

22,810

23,028

58,751

59,256

59,666

60,101

60,508

0.86%

0.69%

0.73%

0.68%

Population Growth (%,
y.o.y)

Source: ABS National Regional Profiles, various, 1379.0.55.001, 22 November 2010.

Considering the population pyramid for Whyalla, as the largest component and as a representative of the wider region, the region exhibits a
noticeable additional proportion of males aged 35-49, and males aged 10-29.
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Figure A- 4: Whyalla (as an example of the wider USG) population pyramid
Whyalla (C) SLA population pyramid (2009)
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Source: ABS, National Regional Profile, Whyalla (C), 2005-2009, 1379.0.55.001, 22 Nov 2010.
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A.2

Stakeholder consultation — stakeholder list
Industry groups
1. SA Chamber of Mines and Energy
2. Australian Industry Group
3. Resources Engineering Skills Alliance
4. Upper Spencer Gulf Global Maintenance Group
Industry and business
5. BHP-Billiton
6. Liebherr
7. Genesee Wyoming
8. Arafura Resources
9. E&A Contractors
10. Link Engineering
11. Leighton Contractors
12. Veolia
13. SJ Cheesman
14. Gadaleta Steel Fabrication
15. McMahon Services
16. Transfield Services

19. Whyalla Hose and Fittings
20. Aurecon
21. Peter Clift Transport
22. Port Augusta Transport Hub
23. Better Home Supplies Port Augusta
24. Business Port Augusta
25. Jones LangLaSalle
Local Government and Regional Development Authorities
26. Whyalla Council
27. Port Augusta Council
28. Port Pirie Council
29. RDA Far North
30. RDA Yorke and Mid North
31. RDA Whyalla and Eyre Peninsula
State Government agencies
32. Department for Planning, Transport, and Infrastructure
33. Minerals Regulation Division of the Department
Manufacturing, Innovation, Trade, Resources, and Energy

for

34. TAFE Regional SA

17. Max Cranes
18. REXCo
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A.3

Survey targets

Austin Engineering Limited

The following companies were contacted to participate in the
survey.

AUSTRALIA PACIFIC LNG PTY LIMITED

A Noble & Son Ltd - Whyalla

Aztec Services Pty Ltd

ACTION FLUID & PNEUMATICS

BARHOLDCO PTY LIMITED

Adelaide Resources Ltd - Iluka Resources Ltd

Beach Energy

ADG Global Supply Limited

BEACH ENERGY LIMITED

Ahava Energy

BECKS BROTHERS MITRE 10 TRADE STREAKY BAY

AJ Lucas Group Ltd

Better Homes Supplies

AJ LUCAS OPERATIONS PTY LIMITED

BGC CONTRACTING PTY LTD

Alinta Energy

BHP Billiton

Alliance Resources Ltd

Boart Longyear Limited

Allmine Group Ltd

BOB'S HOME HARDWARE & TIMBER PTY LTD

Altona Energy

BOOM SHERRIN (SA)

Altura Mining Ltd

Bounty Mining Ltd

Ammtec Ltd

BP Australia Pty Ltd

Arafura Resources Limited

Bradken Limited

Arckaringa Energy Pty Ltd

Brambles Industrial Services (SA)

ASK Employment & Training Services - Pt Pirie

Brierty Ltd

Associated Engineering Industries Pty Ltd (AEI)

BSA Engineering Pty Ltd

AUGUSTA SECURITY PTY LTD

Bungala Aboriginal Corporation

Ausdrill Ltd

Butlers Mechanical Service

Australian Zircon NL

© 2012 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG
International”), a Swiss entity. All rights reserved. Printed in Australia. KPMG and the KPMG logo are registered trademarks of KPMG International. Liability limited by a scheme
65
approved under Professional Standards Legislation

Upper Spencer Gulf Heavy Industry Hub
C&M ASPERTI PTY LTD

Crane Group Limited

C.C. TAPE & SONS PTY.LTD

CTI INSTRUMENTS

Caffe Florence

Cummins Milling Co Pty Ltd

Campbell Brothers Ltd

Curnamona Energy Ltd - Havilah Resources NL

Career Employment Group

Decmil Group

Carpentaria Exploration Pty Ltd

Dennis Transport

Cedrent Pty Ltd

District Council of Ceduna

Ceduna Bulk Hauliers Pty Ltd

Dominion Mining

CEDUNA FOODLAND

Downer EDI Ltd

CEDUNA MACHINERY PTY LTD

DOWNER EDI MINING - ROXBY DOWNS

Centrex Metals Limited

E P Civil & Earthmoving Pty Ltd

Centrex Metals Limited

e&a contractors

Clean TeQ Holdings Ltd

E&A Ltd

Clough Ltd

Electrometals Technologies Limited

CMI Limited

Employment Directions

Collex Spencer Gulf Waste

Engenco Limited

COMPLETE PERSONNEL

ENSIGN ENERGY SERVICES INTERNATIONAL LIMITED

Complete Personnel SA Pty Ltd

Epic Feat Pty Ltd

COMPLETE PIPE SYSTEMS PTY LTD

Everyday Mine Services Ltd

CONSTRUCTION RIGGING AUSTRALASIA

EVZ Ltd

Core Skills Oceania

Exco Resources NL

Cowell Electric Supply Pty Ltd

Eyre Dealership Pty Ltd
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Upper Spencer Gulf Heavy Industry Hub
Eyre Peninsula Division of General Practice

IAN J BARKLA

Fenwick's Bakery Pty Ltd

ICE ENGINEERING AND CONSTRUCTION

Flinders Exploration Limited

Icon Energy LTD

Flinders Personnel Pty Ltd

Iluka Resources Ltd

Footners Plumbing Contractor Pty Ltd

Iluka Resources Ltd, Corporate Office

Forge Group Ltd

IMX Resources

Gadaleta Steel Fabrication Pty Ltd

IMX Resources NL (formerly Goldstream Mining NL, whole owner
of subsidiary Termite Resources NL

GAVIN BARRETT NOMINEES PTY LTD
Geodynamics Limited
George Street Steel
GLOBAL HABITAT
Gordon Martin Auto Group Pty Ltd
Gunson Resources Limited
HARDING & MANNING ELECTRICAL & FURNITURE
Havilah Resources NL
Havilah Resources NL (Geothermal Resources)
Heathgate Resources Pty Ltd
Heathgate Resources Pty Ltd
Henry Walker Eltin Group Ltd
Hillgrove Resources Ltd
HWE Mining
Hybrid Energy Australia

Industrea Ltd
Industrial & Marine Blasting
Iron Road Limited
IronClad Mining
IronClad Mining Limited
Ironclad Mining Ltd and Trafford Resources Ltd
IRVINE'S TRANSPORT (PT PIRIE) PTY LTD
Jacam Group Pty Ltd
Johnson Home Improvements
KEITH DANIELS HOMES
Lawrence & Hanson - Port Pirie
LEIGHTON CONTRACTORS PTY LIMITED - Whyalla
Leighton Holdings Ltd
LG & K HUNT PTY LTD
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Upper Spencer Gulf Heavy Industry Hub
Linc Energy

Minotaur Exploration Ltd

Lincoln Minerals Limited

Minotaur Exploration Ltd - Helix Resources Ltd

Lincweld Fabrications Pty Ltd

MJM Abrasive Blasting

LINK ELECTRICAL SERVICES PTY LTD

MULTISERV AUSTRALASIA

Link Engineering Pty Ltd

N J & T McMullen Pty Ltd

LINK GROUP

NATIONAL HIRE - PORT AUGUSTA

Lioro Furniture

NATIONAL HIRE GROUP LIMITED

LLEWELYN TRANSPORT

NATIONAL PIPE & CIVIL CONSTRUCTIONS

Logicamms Ltd

Neptune Fibreglass & Steel

Ludowici Limited

Nordic Refrigeration and Electrical Services

Lycopodium Ltd

Northern Agencies Nominees Pty Ltd

MACA Ltd

Northern Belting Specialists

Macmahon Holdings Ltd

NORTHERN SCAFFOLDING PTY LTD

MARAND PRECISION WHYALLA

NRW Holdings Ltd

Matrix Composited & Engineereing Ltd

ODT AUSTRALIS PTY LTD

MAX CRANES PTY LTD

OLYMPIC DAM PRECISION ENGINEERING PTY LTD

Maximus Resources Ltd

OneSteel Manufacturing Pty Ltd

MCEVOY TRANSPORT

ONESTEEL METALAND (SA)

MD & LA SHARMAN PTY LTD

OneSteel Whyalla

Metals X Limited

OneSteel Whyalla Steelworks

MINE POWER SOLUTIONS PTY LTD

Orana Enterprises - Pt Pirie

Mineral Resources Ltd

ORH Ltd
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Upper Spencer Gulf Heavy Industry Hub
Orica Ltd

ROXBY TRADERS

OZ Minerals Ltd

Royal Resources Limited

PA & CI Martin

Runge Ltd

Pearce Earthmovers

SA AMBULANCE SERVICE INCORPORATED

Perilya

SALVATION ARMY EMPLOYMENT PLUS

PLASTIC FABRICATIONS PTY LTD (SA)

SANDVIK MINING AND CONSTRUCTION (SA)

Port Lincoln Marine Service Pty Ltd

Santos Ltd

Port Lincoln Tuna Processors Pty Ltd

Saunders International Limited

Port Pirie Regional Health Service Inc.

SENTINEL PROTECTIVE SERVICES

POSCO AUSTRALIA PTY LTD

Seven Group Holdings Ltd

Prairie Hotel

Site Group International Ltd

Prests Pty Ltd

Skilled Group Ltd

PYBAR MINING SERVICES PTY LTD

SKILLED GROUP LTD (SA)

QMASTOR Ltd

Skywest Airlines Ltd

Quasar Resources Pty Ltd -

Southern Cross Electrical Engineering Ltd

QUINN TRANSPORT PTY LTD

Spencer Gulf Telecasters Ltd

Quirk Engineering & Fabrication

Statewide Group Training (SA) Inc

Ramelius Resources Ltd

Structural Systems Ltd

Resource Equipment Ltd

Sudel Industries Pty Ltd

Rex Minerals Ltd

Swick Mining Services Ltd

Rexco Pty Ltd - Whyalla

Teck Australia Pty Ltd

ROXBY POOL AND YARD MAINTENANCE

Terramin Australia Ltd
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Upper Spencer Gulf Heavy Industry Hub
The Environmental Group Ltd

Uranium One Inc

The trustee for B & J French Trading Trust

UraniumSA

The Trustee for BLASCHEK FAMILY TRUST

VDM Group Ltd

THE TRUSTEE FOR STEPHEN MILTON FAMILY TRUST & THE
TRUSTEE FOR THE MILTON FAMILY TRUST

VICE SECURITY PTY LTD

THE TRUSTEE FOR THE ROD REEVES FAMILY TRUST
Thomas & Coffey Ltd
TOTAL ELECTRICAL CONSTRUCTION PTY.LTD.
Tox Free Solutions Ltd
Transfield Services Ltd
TWC GROUP HOLDINGS PTY LTD
UNITINGCARE WESLEY PORT PIRIE
UNIVERSITY OF SOUTH AUSTRALIA - WHYALLA CAMPUS
UP-SIDE BUILDING SYSTEMS

WARDLE CO PTY LTD
Watpac Ltd
WDS (MINING) PTY LTD
WDS Limited
Western Plains Resources Ltd
WHYALLA FABRICATIONS PTY LTD
WHYALLA HOSE & FITTING SERVICES
World ReachLtd
Yorke Peninsula Employment
Zicom Group Limited

Uranium One
Target companies’ details were provided from internal
Government databases from (1) the Industry Capability Network
of SA; and (2) Department of Manufacturing, Innovation, Trade,
Resources and Energy (Mineral Resources Division).
Some company details were no longer up to date, so not all may
have received an invitation to participate in the survey.
Additional contact details were provided by the Upper Spencer
Gulf Global Maintenance Group for its members.
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A.4

Survey respondents

aem consolidated pty ltd

Miners

Alexander Symonds

Altona Energy

Alliance Engineering Group (Broken Hill)

Arafura Resources Limited

ALS Ammtec as part of Campbell Brothers Limited

Beach Energy Ltd

Aquest Engineering T/A Aquest Electrical

BHP Billiton

Ausco Modular

Carpentaria Exploration

Avery Dennison

Centrex Metals Limited

Birrellstone P/L t/a Telstra Store Whyalla

Iluka Resources Ltd

Boart Longyear

IMX Resources Ltd.

BRT Engineering

Iron Road Limited

bungala aboriginal corporation

Lincoln Minerals Limited

Buschutz Engineering Pty Ltd

Minotaur Exploration

C.C.Tape & Sons p/l

OneSteel

Calibre Global Pty ltd.

Royal Resources Limited

CAPS AUSTRALIA

Santos Ltd

Cedrent

Geodynamics Limited

collins crane hire

IronClad Mining Limited

Complete Personnel
Country North SA Medicare Local

Mining services providers

Cowell Electric Supply Pty Ltd

A. S. James-Bear Pty Ltd

Crossroads Concepts

Adelaide Belt & Hose Distributors Pty Ltd

CTI Instruments
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Dennis Transport

Olympic Dam Precision Engineering

Dept for Education and Child Development

PA & CI MARTIN

Domax Engineering

Peter Kittle Motor Company

Downer EDI

PIHA Pty Limited

E&A Contractors

Plastic fabrications Pty Ltd

Engenco Limited

Port Augusta Milk Vendors

Ensign Energy Services

Pt Pirie Regional Health Service

Flinders Hydraulics and Mechanical

Quinn Transport

Fluid Power N.T. T/A TransAlign I.S.M.

Red Appointments Regional SA

Foodland Ceduna

Resources and Engineering Skills Alliance

Harsco Metals Australia Pty Ltd

Rexco People

Hatch associates

Roxby Pool and Yard, Augusta Pool and Yard

IRVINES TRANSPORT

Rubbertex Pty Ltd

J&H Williams Holdings Pty Ltd

S.J.Cheesman

Leighton Contractors

SA Ambulance Service

Lester Franks

Sargent 4wd Hire Truck Lease & Rental

Max Crane & Equipment Hire SA Pty Ltd

Sharmans

McMahon Services Australia Pty Ltd

Sparke Helmore Lawyers

MURRAY PEST CONTROL

Spencer Gulf Containers Pty Ltd

Northern Agencies Nominees Pty Ltd

Sudel Industries

Numetric manufacturing

Swick Mining Services

ODT Australis Pty Ltd

TAFE SA Regional
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Tagara Group
Thomas & Coffey
Total Electrical Construction
Toxfree
University of South Australia
Veolia Environmental Services (Australia)
Vipac Engineers & Scientists Ltd
Wck Pty Ltd
WDS Limited
Whyalla Hose & Fitting Services Aust Pty Ltd
Workzone Traffic Control Pty Ltd
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