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Executive Summary  

Introduction  

Lucid Economics Pty Ltd (Lucid Economics), and our project partner, RFF Australia, have been 
engaged to deliver an Economic Development and Tourism Strategy on behalf of the Town of Port 
Hedland.  

This report represents our background analysis and will form the evidence base for the strategy. The 
information contained in this report will be reviewed with stakeholders as part of the engagement 
phase of the project.  

Key Findings  

This report has identified the following key findings:  

 Population growth in the Town of Port Hedland has been volatile, which is partly due to the 
volatile nature of the resource and mining sector (particularly considering the previous 
mining investment boom).  

 The Town of Port Hedland suffers one of the largest rates of population churn (i.e. the 
volume of local residents arriving and departing each year) in the nation, the fifth largest for 
towns with over 5,000 population.  

 The economy is fully dominated by mining and resources and specifically iron ore. While the 
sector is very valuable, makes a significant contribution to the local economy and will be 
active in the town for the foreseeable future, the economy is at risk from this dominance. 
Diversifying the economy away from iron ore would be close to impossible. However, 
instead the focus should be on fully leveraging the future opportunities that the significant 
mining and resource sector can bring, including associated supply chain (both in terms of 
products and services) as well as ancillary and similar type industries, including large-scale 
processing and production.  

 Tourism remains a very small part of the Town of Port Hedland economy, however, it injects 
$175 million into the local economy, mostly to locally owned small businesses. At the same 
time, there is a lack of visitor experiences and product. Embracing the area’s significant 
mining and resource sector as a visitor experience (i.e. the largest bulk export terminal in the 
world) is an example of how to embrace the local competitive advantages and leverage 
them for tourism gains.  

 Based on a number of factors, the local economy could be on the verge of another growth 
cycle. As such, the Town of Port Hedland needs to ensure that it is prepared to capture 
future economic growth from this cycle.  

Next Steps  

The Town of Port Hedland will need to consider this analysis in terms of how it approaches economic 
development and tourism into the future. It is clear that the region has a number of challenges as 
well as a number of distinct opportunities.  

This analysis will be discussed with a range of stakeholders as part of the formulation of the Regional 
Prosperity Strategy for the Town of Port Hedland and provides a strong evidence base for the 
development of the Strategy.   
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1. Introduction  
Lucid Economics Pty Ltd (Lucid Economics), and our project partner, RFF Australia, have been 
engaged to deliver an Economic Development and Tourism Strategy on behalf of the Town of Port 
Hedland.  

The Town of Port Hedland is located in the Pilbara region, around 1,600 km north of Perth in the 
north west of Western Australia. The local government area is one of the key resource and mining 
regions in Australia, including the largest bulk export terminal in the world. While iron ore is the 
main export product, other commodities such as salt and lithium are also produced from the region.  

Figure 1.1. Town of Port Hedland  

 
Source: Google Maps (2021).  

This report represents the background analysis portion of the project. It provides an in-depth 
analysis of the local economy and tourism sector and it provides a strong basis for the consultation 
and strategy development phase of the project.  

In the context of this report, the ‘Town of Port Hedland’ refers to the entire local government area 
(LGA). References to Port Hedland and South Hedland refer to the two main components of the LGA, 
designated by the Statistical Areas 2 (SA2), unless otherwise noted.   
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2. Population and Demographics  

2.1 Population  

 The Town of Port Hedland had an estimated resident population of 15,144 in 2019, up 1.2% 
from the previous year (Figure 2.1).  

 Population growth in Port Hedland has been more volatile than the Western Australian 
average over the past two decades, owing to the region’s greater reliance on mining and 
resources to support the local economy. Population growth surged to a recent high of 3.6% 
in 2009 during the height of the resources investment boom. However, the wind-down of 
the boom saw the region’s population decline from 2014-2017. 

 The Town of Port Hedland experiences a high rate of population churn (i.e. a large amount 
of residents arriving and departing from the area every year) at 18.5% or 2,789 people in 
2019. This rate of population churn is the fifth largest in Australia (for areas with a 
population of 5,000 people or more).  

 The rate of population churn has slowed in recent years, owing to a dramatic decrease in the 
rate of residents departing. During the peak of the mining investment boom, over 40% of 
the population was turning over each year.  

 WA Tomorrow’s (2020) future projections of Port Hedland’s population show the region’s 
population growth is expected to remain subdued out to the year 2031, and significantly 
below the Western Australian average (Figure 2.4). 

Figure 2.1. Historical Population 

 
Source: ABS (2020a).  
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Figure 2.2. Population Churn, Town of Port Hedland 

 
Sources: ABS (2020a).  

Figure 2.3. Net Internal Migration, Town of Port Hedland 

 
Sources: ABS (2020a).  
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Figure 2.4. Projected Population 

 
Sources: ABS (2020a), WA Tomorrow (2020).  

2.2 Age  

 The Town of Port Hedland has a younger median age than Western Australia (Table 2.1), 
likely owing to the dominance of the mining and resource industry and the nature of work 
and local climate attracting younger (and predominantly male) workers.  

Table 2.1. Median Age 
  2006 2011 2016 
Port Hedland 31 31 31 
Western Australia 36 36 36 

Source: ABS (2017).   

2.3 Income  

 The Town of Port Hedland’s median weekly personal and household income levels were 
both significantly higher than the state medians in 2016.  

 Median household income is an important measure for standard of living. The mining boom 
saw the median household income in the Town of Port Hedland explode between 2006 and 
2011, increasing at an average rate of 8.7% per annum over this period (well above average 
CPI growth of 3.1% per annum) to $2,745, almost double the median Western Australian 
household income.  

 However, the wind-down of the mining boom saw median household incomes decline an 
average of 2.3% per annum from 2011 to 2016, while CPI rose an average of 1.7% per 
annum over this period.  

 Despite the decline, the median household income in Port Hedland in 2016 remained 
significantly above the Western Australian median. 
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Table 2.2. Median Income 

 2006 2011 2016 
Personal income ($/week) 
Port Hedland $836 $1,421 $1,355 
Western Australia $500 $662 $724 
Household income ($/week) 
Port Hedland $1,810 $2,745 $2,443 
Western Australia $1,071 $1,405 $1,582 

Source: ABS (2017).  

2.4 SEIFA  
 The image below (Figure 2.5) shows a real mix of socio-economic advantage and 

disadvantage within the Town of Port Hedland (particularly in South Hedland), with SA1s in 
the top and bottom quintiles of socio-economic advantage present in the region.  

 The SEIFA index shows that despite having overall income levels well above the State 
median, there are pockets of high socio-economic disadvantage.   

Figure 2.5. Index of Relative Socio-Economic Advantage & Disadvantage (by SA1), Town of Port Hedland 

 

 
Source: ABS (2018).  
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3. Economy  

3.1 Size and Structure of the Economy 

 The Town of Port Hedland’s Gross Regional Product (GRP) was $4.8 billion in 2018-19, down 
10.0% from the previous year (Figure 3.1). Growth in 2018-19 was impacted by the US-China 
Trade War, which impacted global trade flows and demand/price for iron ore (the key 
commodity and export of the region). 

 Despite the decline in 2018-19, the region’s economy has grown at a significantly faster 
average annual rate (8.5%) over the decade to 2018-19 than the Western Australia average 
(3.6%).  

 However, growth has also been significantly more volatile over this period. This is largely 
due to the region being almost entirely dependent on the local mining and resource industry 
(particularly iron ore) to support and grow the local economy. 

Figure 3.1. Gross Regional Product, Port Hedland 

 
Source: ID Economics (2020).  

 The largest industries by Industry Value-Add (IVA) in the Town of Port Hedland in 2018-19 
were:  
o Mining; 
o Transport, postal and warehousing; 
o Construction; 
o Health care and social assistance; and 
o Manufacturing 

 Mining is the key industry in the region, accounting for around 80% of industry value-add in 
2018-19. Mining flow-on industries, including transport, postal and warehousing and 
construction, are the second and third largest industries in the region. 

 The analysis shows the dominance of mining and resource players BHP, FMG and Roy Hill as 
well as the significant role that the Port of Port Hedland and the associated rail and road 
transport sectors play in the local economy.  
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Figure 3.2. Industry Value-Add, 2018-19 

  
Source: ID Economics (2020).  

3.2 Business Counts  

 The Town of Port Hedland’s economy is dominated by small businesses (95.2% of all 
businesses have 19 employees or fewer) (Figure 3.3).  

 This structure is similar to most local economies in Australia.  
 The top three industries by number of businesses (construction, rental, hiring and real estate 

services and transport, postal and warehousing) are typical industries where there is a great 
number of individual traders and small businesses. 

Business Counts from the ABS  

It is important to keep in mind that this data reflects the registered business address of companies 
(only), so larger businesses such as Coles, Woolworths and other major retail businesses may not 
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with active ABNs that are registered for GST. This methodology usually underestimates the total 
number of businesses in a local economy, specifically many of the sole traders and/or home-
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Figure 3.3. Business Counts, Port Hedland, 2019 

 
Source: ID Economics (2020). 

Figure 3.4. Business Counts by Industry, Port Hedland, 2019 

 
Source: ID Economics (2020). 
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Figure 3.5. Business Counts, by Industry, 2019 

 
Source: ID Economics (2020). 
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COVID-19 and Tourism  

The COVID-19 pandemic has greatly impacted the tourism industry within Australia. International 
borders were closed in March 2020 and are likely to remain closed until 2022, which has greatly 
disrupted international travel. Furthermore, Western Australia has undergone various border 
closures with other states and territories within Australia, further restricting domestic visitation. 

At the same time, the closed borders have meant that Western Australian residents could not 
vacation outside of the State for a large portion of 2020, which increased intrastate visitation.   

Given the disruptions to the tourism industry due to COVID-19, this analysis has focused on the 
calendar year 2019 as the most accurate and recent snapshot of Port Hedland’s tourism industry.  

 

Figure 3.6. Visitors by Type, Port Hedland 

 
Note: 2-year averages used due to low sample sizes. 
Note: Port Hedland + South Hedland SA2 regions used for geography. 
Source: TRA (2021). 
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Figure 3.7. Visitors by Purpose of Visit, Port Hedland 

 
Note: 2-year averages used due to low sample sizes. 
Note: Port Hedland + South Hedland SA2 regions used for geography. 
Source: TRA (2021). 

Figure 3.8. Visitors by Source Market, Port Hedland 

 
Note: 2-year averages used due to low sample sizes. 
Note: Port Hedland + South Hedland SA2 regions used for geography. 
Source: TRA (2021). 
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Figure 3.9. Top 15 Visitor Activities, Port Hedland 

 
Note: 10-year average. 
Note: Port Hedland + South Hedland SA2 regions used for geography. 
Source: TRA (2021). 

Table 3.1: Economic Contribution of Tourism, Port Hedland, 2019 
 Gross Regional Product ($M) Employment 
Direct $65.4 642 
Indirect $45.7 262 
Total $111.1 903 
Direct as % of total 1.4% 6.0% 

Note: Port Hedland + South Hedland SA2 regions used for geography. 
Sources: TRA (2021), TRA (2020a), TRA (2020b). 
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Figure 3.10. Aircraft Passenger Movements, Port Hedland Airport 

 
Source: BITRE (2021). 
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4. Employment and Skills  

4.1 Labour Force and Unemployment  

 The Town of Port Hedland’s labour market conditions have generally weakened since the 
end of the mining investment boom, with the region’s employment and the labour force in 
long-run decline since 2014.  

 However, the pace of decline has moderated in recent quarters and the region’s 
unemployment rate has actually declined slightly. This trend is likely to continue once data is 
released for the September 2020 and December 2020 quarters, with the price of iron ore 
having risen substantially through to the end of 2020.  
 

Labour Force and Unemployment Data  

These data sets are from the Department of Jobs and Small Business (DESE, 2020) and track the 
number of people in the labour force (total), employed and unemployed. This data is based on 
place of residence, which differs from the analysis above regarding Gross Regional 
Product/Industry Value Add as well as the analysis below regarding employment, which focuses 
on data based on place of work. For the labour force survey, the definition of ‘employed’ includes 
all persons aged 15 years and over who worked for one hour or more during the reference week.  

 

Figure 4.1. Labour Force and Unemployment Rates  

 
Source: DESE (2020).  
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 The mining industry (40.6% of total employment in 2018-19, up from 22.3% in 2008-09) has 
become the dominant industry in the region, while the share of employment within the 
construction industry (8.8% in 2018-19, down from 22.8% in 2008-09) has declined 
substantially (Figure 4.2).  

 The decline in the share of those employed working within the construction industry over 
the decade to 2018-19 is unsurprising given the significant amount of construction activity 
undertaken during the early stages of the mining investment boom and the increasing 
population in the region over this time. As the economic cycle moved from the construction 
phase to the production phase, the proportion of persons employed within the construction 
industry declined and the proportion of those working within the mining industry increased.  

Figure 4.2. Employment by Industry, Port Hedland 

 
Source: ID Economics (2020).  
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Figure 4.3. Employment growth (no.), Port Hedland 

 
Source: ID Economics (2020).  

Figure 4.4. Employment growth (%), Port Hedland 

 
Source: ID Economics (2020).  
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4.3 Journey to Work  

 Analysis of journey to work data shows the vast majority of local residents (92%) stay within 
the Town of Port Hedland every day to go to work.  

 In terms of the local workforce, 31% of persons who work in the area live outside the area. 
This is not unusual for a remote mining community where a significant proportion of the 
workforce would be ‘Fly-in, Fly-out’ (FIFO).  

Table 4.1. Journey to Work, Port Hedland, 2016 
Location  Number % 
Employed residents in the area  
Live and work in the area 6,440 91.8% 
Live in the area, but work outside 326 4.6% 
No fixed place of work 251 3.6% 
Total employed residents in the area 7,017 100.0% 
Workers in the area  
Live and work in the area 6,440 69.0% 
Work in the area, but live outside 2,895 31.0% 
Total workers in the area 9,335 100.0% 

Source: ABS (2017).  

Table 4.2. Journey to Work, by LGA, Port Hedland, 2016 
Top 10 employment locations of resident 
workers by Council  

Top 10 residential location of local workers 
by Council 

Council No. % Council No. % 
Port Hedland (T) 6,440 91.8 Port Hedland (T) 6,440 69.0 
No Fixed Address (WA) 244 3.5 Rockingham (C) 164 1.8 
East Pilbara (S) 87 1.2 Swan (C) 143 1.5 
Perth (C) 77 1.1 Mandurah (C) 129 1.4 
Ashburton (S) 32 0.5 Wanneroo (C) 127 1.4 
Karratha (C) 20 0.3 Stirling (C) 126 1.3 
Belmont (C) 14 0.2 Joondalup (C) 102 1.1 
Stirling (C) 14 0.2 Gosnells (C) 90 1.0 
Armadale (C) 11 0.2 Cockburn (C) 81 0.9 
Cockburn (C) 10 0.1 Armadale (C) 51 0.5 

Source: ABS (2017).  

4.4 Skills  

Workforce and Skills  

The skills in an economy can be considered in terms of its local resident workforce (i.e. the people 
who reside in the area and their associated skills) as well as in terms of the local workers (i.e. the 
people who work locally). Because 69% of local jobs are filled by local people, these two 
perspectives will align to a certain degree. A shortage or surplus in any area will help us 
understand any existing skills gaps in the local resident workforce.  

 Given the importance of the local mining industry to generating employment in the region, 
the Town of Port Hedland had a significantly higher proportion of machinery operators and 
drivers and technicians and trades workers than the Western Australia average in 2016.  
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Figure 4.5. Employment by Occupation (place of usual residence), 2016 

 
Source: ABS (2017).  

Figure 4.6. Employment by Occupation (place of work), 2016 

 
Source: ABS (2017).  

 Consistent with the higher proportion of machinery operators and drivers and technicians 
and trades workers in Port Hedland, the region had a higher proportion of residents listing 
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Figure 4.7. Highest Education Attainment (place of usual residence), 2016 

 
Source: ABS (2017).  

Figure 4.8. Highest Education Attainment (place of work), 2016 

 
Source: ABS (2017).  
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4.5 Value of Employment  

 Different industries contribute varying degrees of value to the local economy based on a 
variety of factors including supply chains, price of goods sold and overall position in the 
economy.  

 As highlighted below (Figure 4.9), mining is by far the highest value-adding industry in the 
local economy.  

 Arts and recreation services, accommodation and food services, retail trade and education 
and training are the lowest value-adding industries in the local economy.  

 It should be noted that retail trade, and accommodation and food services are most closely 
linked with the tourism sector.   

High Value-Adding Jobs 

In terms of economic development, growing high value-adding jobs will have greater benefits to 
the overall economy than increases in low value-adding jobs. The core difference is related to the 
relevant supply chains of these industries as well as the wages that are often paid across those 
industries. High value-adding jobs will provide a greater ability to spend more in the local 
economy, which will create a greater flow-on benefit locally. Additionally, businesses that have 
more local supply chains (or the opportunity for them) will have the ability to support additional 
businesses, creating more value in the local economy.  

Because one job may offer greater value than another, this does not mean that lower value-
adding jobs are not important. These jobs often provide employment for youth and offer an entry 
point into the workforce for many residents. Rather, understanding the value of employment 
should guide the balance of effort and resources in terms of various industry development and 
investment attraction activities.  

Figure 4.9. Industry Value-Add per Employee, Port Hedland, 2018-19 

 
Source: ID Economics (2020).  
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5. Property  
 The volume of sales in the Port Hedland and South Hedland SA2s have been relatively static 

in recent years.  
 However, at $450,000 in 2020, the Town of Port Hedland’s median house price rose 3.3% 

from the previous year and an average of 7.5% over the three years to 2020.  
 Consistent with the wind-down of the mining boom in the recent years, the number and 

value of residential building approvals and building activity in the Town of Port Hedland has 
trended lower since 2013. This has resulted in a decline in the construction workforce in the 
region in recent years. 

Figure 5.1. House Prices 

 
Source: REIWA (2021).  
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Figure 5.2. Building Approvals, Port Hedland SA2 and South Hedland SA2 

 
Note: Year ending November data. 
Source: ABS (2020b).  

Table 5.1. Houses and Dwellings for Sale and Lease 
  Port Hedland  South Hedland  
  No. Median sale price Ann growth No. Median sale price Ann growth 
Houses listed for sale  
H1 2020 56 $410,050 -2.8% 92 $210,000 7.7% 
H1 2019 63 $421,732   124 $195,000   
Dwellings listed for lease  
H1 2020 67 488 13.2% 102 363 8.7% 
H1 2019 69 431  154 334  

Source: PDC (2021).  
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Figure 5.3. Time on Market  

 
Source: PDC (2021).  
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6. Trade and Economic Analysis  

6.1 Trade  

 Exports (both international and domestic) in the Town of Port Hedland totalled $6.6 billion 
(down 9.0%) in 2018-19, while imports totalled $3.1 billion (down 4.7%).  

 It is important to note that a decline in imports contributes to economic growth. However, 
the larger decline in the Town of Port Hedland’s total exports means net trade detracted 
from headline GRP growth in 2018-19. 

 Mining accounted for almost all international exports out of the Town of Port Hedland in 
2018-19 (just over $6.0 billion in international exports), in addition to accounting for around 
$413 million in imports in 2018-19.  

 By mining sub-industry, ‘metal ore mining’ (e.g., iron ore) was the key sub-industry for 
international exports (totalling $5.9 billion). 

 Imports were primarily attributed to the manufacturing industry. By manufacturing 
sub-industry, the largest importers were mining flow-on industries including the ‘machinery 
and equipment manufacturing’ ($312 million) and ‘petroleum and coal product 
manufacturing’ ($165 million) sub-industries.  

 The increase in the iron ore price has been driven by increased demand from China (as well 
as some COVID-19 driven supply issues within Brazil) as the Chinese government ramps up 
infrastructure spending in an effort to kick-start the country’s economy following the impact 
of the COVID-19 pandemic. 

 The Port of Port Hedland reached another record shipment in 2019-20, shipping almost 540 
million tonnes of throughput. Iron ore remains the dominant export, representing 98.8% of 
export volumes.  

Figure 6.1: Regional Trade by Industry, Port Hedland, 2018-19 

 
Source: ID Economics (2020). 
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Figure 6.2: Top 10 Regional Exports by Sub-Industry, Port Hedland, 2018-19 

 
Source: ID Economics (2020). 

Figure 6.3: Top 10 Regional Imports by Sub-Industry, Port Hedland, 2018-19 

 
Source: ID Economics (2020). 
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Figure 6.4. Global Iron Ore Price  

 
Source: Market Index (2021).  

 

Figure 6.5: Throughput (Mt), Port Hedland Port  

 
Note: Financial year ending June.  
Source: Port Hedland Port Authority (2021). 
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Figure 6.6: Throughput (Mt), Port Hedland Port, 2019-20 

 
Source: Port Hedland Port Authority (2021). 

 

6.2 Major Current and Potential Economic Development Projects 
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life. This includes final build out of the Port Hedland inner harbour 
through construction of a 50 mtpa stockyard and berth in South 
West Creek.  

The Wonmunna project is a 5 mtpa direct shipping ore project 
planned to utilise the PPA’s Utah berth. 

Hastings Technology 
Metals Yangibana 
Rare Earths Project 

The Hastings Technology Metals Yangibana Rare Earths Project 
includes development of  $181 million hydrometallurgical plant in 
either Port Hedland or Onslow prior to export.  

Element 25 
Manganese 
Butcherbird Project 

The project involves development of a 50 mt manganese resource 
with anticipated 341,00 mtpa mining operation and potential for a 
40-year mine life and export via road haulage at Utah berth in the 
inner harbour. 

Rio Tinto Winu 
Copper Project 

Anticipated for production to commence mid 2020’s and has to 
date operate with a circa 180-person exploration team to define 
the resource for future development.  

Atlas Iron McPhee 
Creek Direct Shipping 
Iron Ore  

McPhee Creek is expected to have a mineral resource of 246.9 
million tonnes a year at 56.3 per cent iron ore and a 20-year mine 
life (i.e. 12 mpta). The project relies on road haulage operations. 

Asian Renewable 
Energy Hub Hydrogen 
and Renewable 
Energy Project 

An estimated $53 billion project generating 26 gigawatts of power 
for export into Asia and import into the Pilbara region to support 
diversification of the economy and generation of green hydrogen.  

6.3 Macro Industry Driver Considerations – Emerging 
Opportunities 

The major drivers of the Pilbara’s economy have recently made serious strategic decisions which are 
likely to reframe the current economy and workforce of the Pilbara, creating challenges and 
opportunities for the business sector and community. Key strategic directions are summarised in the 
table below.  

Strategic Position Description 

Climate Change 
and Carbon 
Neutrality 

Major industry drivers in Port Hedland including BHP and FMG have made 
long-term commitments to reach net zero carbon emissions over the next 20-
30 years for their entire supply chain, including interim targets to drive 
change. By 2030, BHP has committed to a 40% reduction and FMG 100% 
reduction in carbon output, with some consideration given to the entire 
output of carbon for the entire Lifecyle of their minerals produced.   

For BHP’s iron ore operations, potential offsets equating to 200 - 300 million 
tonnes of Co2 are required. BHP’s commitments include a focus on reduction 
in emissions as opposed to the purchasing of offsets with a potential annual 
spend to decarbonise estimated at $100 - $200 million per year for the first 
five years focused on renewable electricity generation. For context, this is the 
equivalent of the total carbon output of 15,000,000 million Australians. Core 
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drivers to achieving to goal, aside from transitioning to renewable energy and 
fuel production of direction operations include innovation in the production 
of steel and carbon costs linked to the supply chain, including the maritime 
sector.  

Female 
Workforce 
Participation 

Major employers have made a commitment to significantly lift female 
workforce participation; this includes BHP’s ambitious commitment to 
achieve a 50% female workforce by 2025. Just 24.5% of BHP’s workforce s 
currently female and FMG’s is 17.9%.  

Technology 
Innovation 
Automation 

Large resource companies continue to invest heavily in innovative 
automation technology to streamline operations and drive greater efficiency. 
This approach is integrated across the entirety of operations including 
exploration, extraction, processing and logistics.  

Mine Closure, 
Waste 
Management and 
Rehabilitation 

CRCTiME (Transitioning Mining Economies) is jointly funded by the Federal 
Government and Industry focused on mine-end-life opportunities and the 
utilisation of mining assets to enable development of alternative economies. 
Some of the Pilbara’s major mines are presently reaching end of life 
presenting new challenges for the region.    

 

6.4 Shift-Share Analysis 

Shift-Share Analysis  

Shift-share analysis assists in better understanding the key drivers for industry growth by 
separating the effect driving growth into three areas:  

 Benchmark growth effect: or the National/State growth effect is the amount of growth or 
decline in an industry that could be attributed to the overall growth of the broader 
economy 

 Industry mix effect: is the amount of growth or decline in an industry that could be 
attributed to the performance of the specific industry at the broader level 

 Regional competitive effect: the amount of growth or decline in a specific industry that 
could be attributed to a local advantage or disadvantage 

 Aggregate: is the overall growth of the industry locally 

 The data shows that in terms of both employment and Industry Value-Add, the Town of Port 
Hedland unsurprisingly has a strong regional competitive effect in the mining industry. 

 In contrast, the regional competitive effect is strongly negative in the construction industry. 
 By sub-industry, the regional competitive effect was again unsurprisingly strongest in the 

metal ore mining sub-industry. 
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Figure 6.7: Industry Value-Add Shift-Share Analysis (1-digit), Port Hedland, 2013/14 - 2018/19 

 
Source: ID Economics (2020). 

Table 6.1: Top 10 Industry Value-Add Shift-Share Analysis (2-digit), Port Hedland, 2013/14 - 2018/19 

Industry (2-digit) Aggregate 
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growth 
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Industry 
mix effect 

Regional 
competitive 

effect 
Metal Ore Mining 1,460 89.0 -8.9 1,379.8 
Coal Mining 19 0.8 -5.3 23.7 
Oil and Gas Extraction 31 0.6 13.6 16.6 
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Non-Metallic Mineral Mining and Quarrying 18 1.2 9.2 7.9 
Repair and Maintenance 6 1.1 -1.6 6.3 
Road Transport 7 3.2 0.3 3.5 

Note: Ranked by ‘Regional competitive effect’.  
Source: ID Economics (2020). 
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Figure 6.8: Employment Shift-Share Analysis (1-digit), Port Hedland, 2013/14 - 2018/19 

 
Source: ID Economics (2020). 
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7. Competitive Advantages and Opportunities 

Identifying Competitive Advantages  

Identifying and leveraging competitive advantages is important for successful economic 
development efforts at the local level. Competitive advantages can exist in many forms including 
location, natural resources, industry specialisation and/or infrastructure. This section seeks to 
identify the unique competitive advantages of the Town of Port Hedland using various analytical 
techniques, including:  

 Location quotient analysis  
 Cluster mapping  

This analysis will identify various industry opportunities for the Town of Port Hedland to be tested 
and verified through consultation.  

The following graph shows the Town of Port Hedland’s competitive advantages by industry due to 
local employment specialisation. Essentially, the location quotients show the proportion of workers 
in individual industries with the ‘1’ line representing parity with Western Australia. Industries 
showing a specialisation above the ‘1’ line indicate areas of natural competitive advantage.  

The analysis shows the natural competitive advantages for the Town of Port Hedland in mining and 
transport, postal and warehousing (a flow-on industry to the local mining industry).  

Figure 7.1. Employment Location Quotients, Port Hedland (benchmarked to Western Australia), 2018-19 

 
Source: ID Economics (2020). 

The following cluster maps help us to understand the relative competitive advantage against a 
backdrop of future expected employment growth, as well as existing local employment strengths.  
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Cluster Mapping  
Cluster mapping is an analytical tool to consider future economic growth opportunities and to 
show the importance and growth opportunities for various clusters or industries within the 
economy. The cluster maps for the Town of Port show the significance and importance of the 
existing mining industry. The mapping also shows the growth potential of various other clusters 
such as the health care and social assistance, professional, scientific and technical services and 
education and training industries. 

 

Interpreting the Cluster Map  
Cluster mapping is an analytical tool that can simultaneously present the size and scale of a 
location’s competitive advantages with future anticipated growth trends by industry. In cluster 
mapping, a location’s competitive advantage is viewed through labour specialisation (i.e. the 
relative scale of employment in specific industries). There are three main components to the 
cluster map:  

 Location quotient: the community’s location quotients are presented along the vertical 
axis and these points represent the proportional employment in the community versus a 
comparison, in this instance Western Australia (i.e. compared with WA, how many people 
are employed in the sector; 1 = the same, 1.2 = 20% more than the state, etc.).  

 Employment Growth: future employment growth expectations per industry, from 2019 to 
2024, form the horizontal axis and tell us the percentage growth expected for a sector. In 
this instance, projections from the Department of Education, Skills and Employment 
(2019) have been used.  

 The Cluster: or the ‘bubble’ represents the size of local employment in that given sector, 
which shows the significance of the sector locally.  

Overall, cluster mapping helps to identify industry areas of focus for further development in the 
future.  
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Figure 7.2. Cluster Map (1-digit), Port Hedland  

  
Note: Location quotient calculated by proportion of Port Hedland employment divided by proportion of Western Australia employment. Location quotient of greater than 1 indicates industry 
makes up larger proportion of Port Hedland employment than it does across Western Australia. 
Sources: ID Economics (2020), DESE (2019). 
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Figure 7.3. Cluster Map (1-digit) Inset, Port Hedland 

 
Note: Location quotient calculated by proportion of Port Hedland employment divided by proportion of Western Australia employment. Location quotient of greater than 1 indicates industry 
makes up larger proportion of Port Hedland employment than it does across Western Australia. 
Sources: ID Economics (2020), DESE (2019). 
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The analysis above indicates that there are future economic development growth opportunities in 
the following industries:  

 Mining (and the mining supply chain); 
 Professional, scientific and technical services;  
 Tourism (represented by the accommodation and food services sector); and  
 Large scale processing (requiring a large export port and associated supply chains). 

It will be important for the Town of Port Hedland to consider how the Council can influence these 
sectors to grow into the future.  
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8. Summary  
This analysis has revealed numerous elements of the local economy as well as various areas for 
future growth. 

The Town of Port Hedland is almost entirely reliant on the mining industry (particularly iron ore 
mining) and mining flow-on industries (such as transport, postal and warehousing and construction) 
to drive economic growth. However, the strong reliance on the mining industry poses significant 
risks, as the industry is highly volatile given its susceptibility to changes in global macroeconomic 
conditions as well as any changes in trade policy (as evidenced by the recent impact on the industry 
resulting from the US-China Trade War). Given iron ore (a key input to steel-making) is the region’s 
key mining commodity, the local economy’s fortunes are closely linked to the strength of China’s 
economy (the region’s key export destination). 

However, there are positives to the strength of the local mining industry. The analysis has 
highlighted the much higher household incomes in Port Hedland than the State average, with 
incomes growing at a significantly faster rate than CPI over the past decade, even after the 
wind-down of the resources investment boom.  

The Town of Port Hedland must consider the best avenues to encourage diversification of the local 
economy, to shield itself from the inevitable boom and bust cycles that come with a reliance on 
mining. Tourism is one industry that has shown some growth potential in recent years, with 
visitation to the region more than doubling since 2014. 
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